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MORTGAGE,
ASSIGNMENT OF LEASES AND RENTS,
SECURITY AGREEMENT, AND FIXTURE FILING
(Sedro Wooley Property)

L Thls mortgage, assignment of leases and rents, security agreement and fixture
filing (“Mortgage") 1s dated August _, 2002.

Mortgager: =~ NATIONAL FOOD CORPORATION
Suite A -
1930 Mernll Creek Parkway
Everett Washmgton 98203

Mortgagee: U.S- BANK NATIONAL ASSOCIATION
Suite 810 -
111 S.W. Fifth Avenue
Portland, Oregon 97204

RECITALS

A Mortgagor is the owner of certam real property located in Skagit County,
Washington, and legally described on EXhlblt A attached hereto and by this reference made a
part hereof (the "Land"); :

B. Pursuant to the promissory _no__te'ef 'ev_en date herewith in the amount of
$8,000,000 (the "Note"), U.S. Bank has made a loan to Mortgagor.

C. Mortgagor's obligations under the Notg are to be secured by, among other
things, this Mortgage Capitalized terms used in this Mortgage that are not defined herein have
the meaning given to such terms in the Credit Agreement between Mortgagor and U.S. Bank of
even date herewith (the "Credit Agreement"). P .

ARTICLEI
GRANT IN TRUST

1.1 Grant. For good and valuable consideration, and for the purposes and
upon the terms and conditions in this Mortgage, Mortgagor irrevocably grants bargams
transfers, sells, assigns, and conveys to Mortgagee, its successors and assigns, with nght of entry
and possession and grants a security interest in, all of Mortgagor's right, title, and interest in and
to the following, whether now owned or hereafter acquired (collectively, the "SubJ ect Property”):

(a) The Land;
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(b)  All buildings, structures, and improvements (including asphalt paving for
- parking), and all additions or alterations now or hereafter erected on the Land, including
/-"but not limited to, any attachment, apparatus, and other articles now or hereafter attached
- t0 said buildings, structures, and improvements now owned or hereafier acquired by

; 4 Mortgagor (collectively, the "Improvements”);

~(¢) ..~ All materials, supplies, equipment, wind machines, irrigation equipment,
apparatus personal property, goods, fixtures, and other items now or hereafter attached to
or installed in (temporarlly or permanently) any of the Improvements or the Land,
including, but not limited to, all partitions, window screens and shades, drapes, rugs, and
other floor coverings, furniture, furnishings, awnings, motors, engines, boilers, furnaces,
appliances, plumbing,. sprinkler systems, fire prevention or extinguishing apparatus and
equipment, water tariks; light fixtures, communication systems, built-in furniture,
antennas and all-equipmient, fixtures and fittings used in connection with the generation,
distribution, regulation or metering of air, water, heat, elecmCIty, fuel or refrigeration or
for ventilating for sanitary purposes or for the exclusion of vermin or insects or for the
removal of dust, refuse or garbage, it being intended and agreed that all such items be
conclusively deemed to be ﬁxtures now owned or hereafter acquired by Mortgagor
{collectively, the "Fixtures"); .

(d) Crops. All crops- of every type and description, growing or hereafter
grown, on the Land, including crops, crop proceeds and produce, supplementary price
payments and payments made in lieu of crop proceeds, including crop insurance
payments, all of Mongagor s now existing or hereafter acquired right, title and interest in
and right to receive any payments, whether in cashi, crops, or farm products from or
through any federal or state government agency or program, and including, without
limitation, all crops, farm products, payments in kind, deficiency payments, letters of
entitlement, warehouse receipts, storage payments,-diversion payments and conservation
reserve payments, and all products and proceeds thereof,: and all water rights arising out
of or connected in any way with the Land or any portlon thereof (collectlvely, the
"Crops"). : g

(e) Leases and Rents. All leases, subleases, licenses, concessions, or other
agreements, now or hereafter in effect, which grant to a third party a possessory interest
in, or the right to use, all or any portion of the Subject Property (collectively the
"Leases"), and the rents, issues, profits, royalties, income, and other benefits payable
thereunder, including, without limitation, all security deposits, advance rentals and
deposits for payments of a similar nature or otherwise arising from the use or enjoyment
of all or any portion of the Subject Property {(collectively, the "Rents"); ~ .~ .~ .

$3] Easements. All easements, rights-of-way (including in any..pp"eﬁ-f;r'.' )
proposed street), sidewalks, alleys, access rights, development strips and gores of land, - "
waters, all water rights arising out of in any way connected with the Land or any portion.

thereof and powers and shares of stock evidencing the same and other rights, usedin -~ - i

connection with the Subject Property or as a means of access thereto or which are
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. ‘otherwise of benefit thereto to the users thereof, and all tenements, hereditaments,
- appurtenances and licenses thereof and thereto;

“{g) ndem n Awards rance Proceeds. Any and all awards (or

| ‘c_:lalrns for awards) made for taking by public or private improvement, eminent domain,
- by any-event in lieu thereof, or decrease in value of all or any part of the Subject

Property, mcludlng, without limitation, awards for severance damages, and all right, title,
and interest of Mortgagor in and to any proceeds (or claims for proceeds) of casualty,
liability, or other insurance pertaining to the Subject Property or otherwise required
hereunder, including all returned premiums or other payments;

(h)  Claim: Any claim or demand against anyone with respect to damage to
the Subject Property, including, without limitation, damage arising from any defect in the
design or construction.of the Improvements or in the condition of the Land, Fixtures, or
Improvements; -

(i) Dgpogrt Deposrts of security or advance payment made by or on behalf of
Mortgagor to others with réspect to (i) insurance policies relating to the Subject Property,

_(ii) utility services for the Subject Property, and (iii) maintenance, repair, or similar

services for the Subject Property; any refunds or rebates of taxes, insurance premiums, or
assessments on the Subject Property

6)) Parking Facilities. Any parking facilities, covenants, leases, rights, or
casements located other than on the Land and used or intended to be used in connection
with the operation of the Subject Property, _

(I Entitlements and Permits. Al__l licenses, contracts, management
agreements, franchise agreements, permits, rights; certificates, site plan reviews,
environmental approvals (including an environmental impact statement or report if
required under applicable law for Mortgagor's acquisition or disposition of the Land, or
for any other operations of Mortgagor), sewer and waste discharge permits, water
appropriative rights and permits, zoning and land use erititlements and other
authorizations, whether now existing or hereafter issued to or attained by or on behalf of
Mortgagor that relate to or concern in any way the acquisition, ewnérship, development,
occupancy, use, operation, maintenance, management, restoration, or disposition of all or
any part of the Subject Property, and are given or issued by any governmerital agency or
quasi-governmental authority as the same may be modified, amended, or supplemented
from time to time (collectively the "Authorizations"), and all accounts, franchises, and
general intangibles (including without limitation trademarks, trade names, and symbols)
(collectively, the "Contracts™); and : o

() Additional Interests. All interests, estate, or other claims, b"oth"in' taw é.rid
in equity, that Mortgagor now has or hereafter may acquire in the Subject Property or any
part thereof or any interest therein. S
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ARTICLE I
SECURITY AGREEMENT; FIXTURE FILING

;o 2 1 Fixture Filing. This Mortgage constitutes a financing statement filed as a
fixture ﬁhng in the official records of the county in which the Subject Property is located with
respect to .any and all Fixtures included within the term "Subject Property” as used herein and
with respect.to any goods or other personal property that may now be or hereafter become such
fixtures. '

ARTICLE III
-:-';@PRESE_NTATIONS AND WARRANTIES

3.1 rant] resentations, and Covenants o agor. Mortgagor
hereby warrants, represents and. covenants as follows:

(a) Mortgagor:;s a co_lporatlon formed and existing under the laws of the state
of Washington and has been-duly. authorized to execute, acknowledge, and deliver this
document and to perform the obligations stated herein.

(b) The Fixtures are HOt.}ised or bought for personal, family, or household
purposes.

(¢)  Mortgagor lawfully possesses and holds a fee estate in and to the Land and
good and marketable title to the Subject Property,-without limitation on the right to
encumber, and this Mortgage is a valid, enforcéable lien on the Subject Property, subject
only to Permitted Liens (as that term is defined in the Credlt Agreement of even date
herewith among Mortgagor and U.S. Bank).

(d) There are no liens, encumbrances, claims.or security interests of any
nature whatsoever in or to the Subject Property, or any item thereof, which now have or
will have with the passage of time or some act, such as filing, recordlng or giving of
notice, priority over the lien and security interest herein granted except for the Permitted
Liens.

(e) Mortgagor will not remove from the Subject Projjerty, le_as_e,.-'sell, convey,
or in any other manner transfer any tangible personal property constituting Seciired
Property or remove it from Land covered by this Mortgage without Morigagee's prior
written consent (which consent shall not be withheid unreasonably and maybe < .~
conditioned upon receipt by U.S. Bank of the net proceeds resulting from any. proposed
sale or other transfer of such Secured Property). Such Secured Property shall'be subj ect _
to no lien, encumbrance, or security interest other than this Mortgage and the Penmtted
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i (H Subject to subsection (d) hereof, (i} from time to time within 15 days after
" request by Mortgagee, Mortgagor shall execute, acknowledge, and deliver to Mortgagee
o "_such security agreements or instruments, in form and substance satlsfactory to
" Mortgagee, covering the Secured Property which, in the reasonable opinion of
- Mortgagee, are necessary to evidence or perfect the lien on the Subject Property granted
. under this Mortgage; and (ii) at the same time Mortgagor shall execute, acknowledge,
and dehver each financing statement, renewal, affidavit, certificate, continuation
statement, or other document that Mortgagee requests in order to perfect, preserve,
extend, or maintain the security interest under, and the priority of, the liens granted on the
Subject Pro_petty pursuant to this Mortgage. However, neither a request so made by
Mortgagee nor the failure of Mortgagee to make such a request shall be construed as a
release of such property or any part thereof from the lien of this Mortgage, it being
understood and agreed that this covenant and any such chattel mortgage, security
agreement or other siritilar security instrument delivered to Mortgagee are cumulative
and given as additional security,

| ARTICLE IV
" OBLIGATIONS SECURED

4.1  Obligations Sednred: ':Mbrtgagor makes the foregoing grant and
assignment for the purpose of securing the following obligations (collectively referred to herein
as the "Secured Obligations"): -

(a)  The payment to Mortgagee of the sum of $8,000,000 (or such sums as
may be actually outstanding or advanced under the Note), with interest thereon according
to the term of the Note, and payment and performance of-all future advances and other
obligations under the Note, whether such advances are mandatory or otherwise;

(b) Payment of all sums expended or advanCed by Mortgagee pursuant to the
terms hereof, together with interest thereon as provrded herern

(c) Payment and performance of all 0b11gat10ns of Mortgagor under this
Mortgage;

(d) Payment and performance of all obligations of Mortgagor under the Loan
Documents; and :

(e) All modifications, extensions, and renewals of any of the obhgatlons to
the Mortgagee secured hereby, however evidenced. :

4.2 QObligations. The term "obligations” is used herein in its broadest and most
comprehensive sense and shall be deemed to include without limit al} interest and eharges, o
prepayment charges, late charges, and loan fees at any time accruing under or properly assessed o
on any of the Secured Obhgations. -

S
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. 43  Incorporation. All terms of the Secured Obligations are incorporated
herein by this reference. All persons who may have or acquire an interest in the Subject Property
“shall be dec;med to have notice of the terms of the Secured Obligations.

ARTICLE V

ASSIGNMENT OF LEASES AND RENTS

5T Assignment of Rents and Leases. As part of the consideration for the
indebtedness evidenced by the Note, and not as additional security therefor, Mortgagor hereby
absolutely and unconditionally assigns and transfers to Mortgagee all its right, title, and interest
in and to (a) all Leases, if any,' (b) all guaranties of tenants' or occupants' performances under the
Leases, and (c) all Rents due, which may become due, or to which Mortgagor is now or hereafter
may become entitled ormay demand or claim (including Rents coming due during any
redemption penod) arising or issuing from or out of any and all Leases, including without
limitation minimum, addltlonal percentage and deficiency rents and liquidated damages.

52 C_Qllfzgtmgf_Rﬁma "Prior to the occurrence of an Event of Default,
Mortgagor shall have a license to’ collect a.nd receive, and shall collect and receive, all Rents of
the Subject Property as trustee for the benefit of Mortgagee and Mortgagor, and Mortgagor shall
apply all Rents so collected first to thépaym'ent’ of Impositions (as that term is defined in
Section 6.2 of this Mortgage) on the Subject Property prior to delinquency, second to the cost of
insurance, maintenance and repairs required by the terms of this Mortgage, third to the costs of
discharging the liability of Mortgagor under the Leases, and fourth to the Secured Obhgatlons,
with the balance, if any, so long as no Event of Default has occurred, to the account of
Mortgagor. Following the occurrence of an Event of Default and expiration of the cure period
set forth in Section 10.2 of the Credit Agreement without cure hiaving been effected, and without
the necessity of Mortgagee entering upon and taking and maintaining full control of the Subject
Property in person, by agent, or by a court-appointed receiver, Mortgagee shall immediately be
entitled to possession of all Rents from the Subject Property as the same become due and
payable, including without limitation Rents then due and unpaid, anid all such Rents shall
immediately upon occurrence of such Event of Default be held by Mortgagor as trustee for the
benefit of Mortgagee only. Mortgagor hereby authorizes each tenarit upon Teceipt of notice from
Mortgagee to pay all Rents directly to Mortgagee. Upon receipt of written demand from
Mortgagee, Mortgagor hereby agrees to direct each tenant or occupant of the Subject Property to
pay all Rents to Mortgagee on Mortgagee's written demand therefor, without any liability on the
part of said tenant or occupant to inquire further as to the existence of a default by -Mortgagor.
Mortgagor hereby authorizes Mortgagee to make such direction to tenants and occupants upon
Mortgagor's failure to do so as required herein. Payments made to Mortgagee by tenants or,
occupants shall, as to such tenants and occupants, be in discharge of the payors' obligatioris to.
Mortgagor. Mortgagee may exercise, in Mortgagee's or Mortgagor's name, all rights-and -
remedies available to Mortgagor with respect to collection of Rents. Nothing herein: contamed
shall be construed as obligating Mortgagee to perform any of Mortgagor's obligations under any
of the Leases. T
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5.3  Mortgagor's Representations and Warranties. Mortgagor hereby

~Tepresents and warrants to Mortgagee that Mortgagor has not executed and will not execute any

“other.assignment of the Leases or Rents, that Mortgagor has not performed and will not perform
any acts- and has not executed and will not execute any instrument that would prevent Mortgagee
from exercising its rights under this Mortgage, and that at the time of execution of this Mortgage
there has beenno anticipation or prepayment of any of the Rents prior to the due dates thereof.
Mortgagor further represents and warrants to Mortgagee that all Leases, if any, are in good
standing and; to Mortgagor's knowledge, there is no default thereunder, whether by Mortgagor or
lessee, nor to Mortgagor's knowledge any event or condition that, with notice or the passage of
time or both, would result in a default thereunder, except as previously disclosed in writing to
Mortgagee. T :

5.4 Msmwy Mortgagor shall comply with and observe

Mortgagor's material obligations as landlord under all Leases, if any, and shall do all that is
necessary to preserve all Leases in force and free from any right of counterclaim, defense, or
setoff. Without the prior written consent of Mortgagee, Mortgagor shall not terminate or modify
any Lease. At Mortgagee's request Mortgagor shall furnish Mortgagee with executed copies of
all Leases now or hereafter existing, . Upon demand of Mortgagee, Mortgagor shall obtain
subordination agreements from lessees under the Leases in form and substance satisfactory to
Mortgagee. : -

5.5 Lenderin Egssgssmn. Appgmtmgnt of Receiver. Upon the occurrence and

continuing existence of an Event of Default after expiration of any applicable cure period,
Mortgagee may, in person, by agent, or by a court-appomted receiver, regardless of the adequacy
of Mortgagee's security, enter upon and take and maintain full control of the Subject Property in
order to perform all acts necessary and appropriate for the operation and maintenance thereof in
the same manner and to the same extent as Mortgagor cotild do the same, including, without
limitation, the execution, enforcement, cancellation, and modification of Leases, the collection of
all Rents, the removal and eviction of tenants and other occupants, ‘the making of alterations and
repairs to the Subject Property, and the execution and termination of contracts providing for
management or maintenance of the Subject Property, all on such terms as are deemed best by
Mortgagee to protect the security of this Mortgage. From and after the occurrence of any such
Event of Default, if any party shall occupy the Subject Property (or any part thereof), such party
shall pay to Mortgagee in advance on the first day of cach month a reasonable rental for the
space so occupied, and upon failure to do so Mortgagee shall be entitled to remove such owner
from the Subject Property by any appropriate action or proceedings. Upon the occurrence of an
Event of Default, Mortgagee shall be entitled (without notice and regardless of the adequacy of
Mortgagee's security) to the appointment of a receiver, Mortgagor hereby consentmg to such
appointment, and the receiver shall have, in addition to all the rights and powers customarily
given to and exercised by such receivers, all the rights and powers granted to Mortgagee irthis
Article V of this Mortgage. Mortgagee or the receiver shall be entitled to serve w1thout bond and
to receive a reasonable fee for so managing the Subject Property. . :

5.6  Application of Rents. All Rents collected subsequent to an Event of L
Default hereunder shall be applied first to the costs, if any, of taking control of and managlng the'
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. Subject Property and collecting the Rents, including, without limitation, reasonable attorney fees,

- receiver's-fees, premiums on receiver's bonds (if any), costs of maintenance and repairs to the

“Subject Property premiums on insurance policies, taxes, assessments, and other charges on the
Subject Property, and the costs of discharging any obligation or liability of Mortgagor under the
Leases, and then to the Secured Obligations. Mortgagee or the receiver shall be liable to account
only for those Rents actually received. Mortgagee shall not be liable to Mortgagor, anyone
claiming under or through Mortgagor, or anyone having an interest in the Subject Property by
reason of anything done or left undone by Mortgagee under this Article V of this Mortgage.

7 < Deficiencies. To the extent, if any, that the costs of taking control of and
managing the Subject Property, collecting the Rents, and discharging obligations and liabilities
of Mortgagor under the Leasés exceed the Rents of the Subject Property, the excess sums
expended for such purposes shall be indebtedness secured by this Mortgage. Such excess sums
shall be payable upon demand by Mortgagee and shall bear interest from the date of
disbursement at the Default Interest Rate

5.8 nder for einP ion. Nothing herein shall constitute
Mortgagee a "mortgagee in possessmn“ pl’lOI‘ to its actual entry upon and taking possesswn of
the Subject Property. Entry upon and taking possession of the Subject Property by a receiver
shall not constitute possession by Mortgagee :

5.9  Enforcement. Mortgagee may enforce the assignment provided by this
Article V of this Mortgage without first resorting to or exhausting any security or collateral for
the Secured Obligations. The assignment provided byt this Article V of this Mortgage shall
terminate at such time as this Mortgage ceases to seeure payment of the Secured Obligations.

ARTICLEVI -~
RIGHTS AND DUTIES OF THE PARTIES

6.1  Perf e of igati 'Meﬂéag'O'r promptly shall pay and
perform each Secured Obligation when due, or shall cause the Mortgagor to promptly pay and
perform each Secured Obligation when due.

6.2  Impositions. Mortgagor shall pay all Impositio’ns'prior to delinquency,
subject to Section 6.2(b) below. "Impositions" means all real property taxes and assessments,
general and special, and all other taxes and assessments of any kind or nature- whatsoever
(including without limitation, nongovernmental review or assessments such. as maintenance
charges, water and sewer rents and charges, owner association dues, or fees, levies, or charges
resulting from covenants, conditions, and restrictions affecting the Subject Property) which are
assessed or imposed upon the Subject Property or upon the Crops as and when harvested or -
become due and payable, and that create, may create, or appear to create, a lien upon all or part _
of the Subject Property. However, if any Imposition is payable in installments without fine or..
penalty, Mortgagor may pay the same in such installments, together with any accrued interestas .-~

.
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. the 's'a;m'e become due and prior to the addition of any fine, penalty, interest, or cost for
nonpayment

~(a) "Impos1tlons“ also includes (i) any tax or assessment on the Subject

S Property in lieu of or in addition to the Impositions payable by Mortgagor under

. Section 6.2 of this Mortgage (ii) any revenue, documentary or license fee, stamp or other
tax or assessment imposed on Mortgagee and measured by or based in whole or in part
upon ownersth of the Note or this Mortgage or the amount of the outstanding
obligations secured hereby. Mortgagor shall pay and discharge the same as provided in
Section 6.2 of this-Mortgage; provided, however, if the result of such payment is to make
any transaction contemplated hereby usurious or otherwise in violation of law or if it
shall be unlawful for Mbrtgagor to make such payment, at the option of Mortgagee and
with the consent of Mortgagee, Mortgagor shall not be required to make such a payment.
Mortgagor shall-have no obligation to pay any franchise, excise, estate, inheritance,
Income, €xXcess proﬁts or sumlar tax levied on Mortgagee or on the obligations secured
hereby. - A

(b) Mortgagor may. contest or object to the amount or validity of any
Imposition by appropriate legal proceeding if, at least ten days prior to the delinquency
date of the Imposition, (i) Mortgagor gives written notice to Mortgagee of Mortgagor's
intent to contest or object to the same, (ii) Mortgagor demonstrates to Mortgagee's
satisfaction that the legal proceedings shall conclusively operate to prevent the sale of
any part of the Subject Property to satisfy the Imposition prior to final determination of
such proceeding; and (iii) if requested by Mortgagee, Mortgagor immediately deposits
with Mortgagee any funds or other forms.of assurance Mortgagee in good faith from time
to time determines, in its sole discretion, appropnate to protect it from the consequences
of Mortgagor being unsuccessful in the contest..-When the contest is finally decided,
whether by judicial proceedings or otherwise, Mortgagor shall promptly pay the
Imposition contested, to the extent it is or may become a lien on the Subject Property.

(c) Mortgagor shall not initiate or voluntarily acquiiesce in the joint
assessment of the real and personal property constituting the Subject Property or any
other procedure whereby the lien of the real property taxes and the lien of the personal
property taxes shall be assessed, levied or charged to the Subject Property as a single lien,
except as otherwise allowed by Section 6.2(b) of this Mortgage :

6.3  Liens, Encumbrances and Charges. Mortgagor shall unmedlately

discharge any lien not approved by Mortgagee in writing, except the Permitted Liens; provided
that Mortgagor shall pay all indebtedness secured by the Permitted Liens as such indebiedness
becomes due. Mortgagor shall have the right to contest in good faith the validity of" any ‘such
lien, encumbrance, or charge if Mortgagor first deposits with Mortgagee a bond or other secunty
satisfactory to Mortgagee in such amounts as Mortgagee reasonably shall require, but-not more
than 150 percent of the amount of the claim, and if Mortgagor thereafter diligently proceeds to "
cause such lien, encumbrance, or charge to be removed and discharged. If Mortgagor falls to .7
discharge any such lien, encumbrance, or charge, then in addition to any other right or remedy of -
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.~ Morttgagee, Mortgagee may, but shall not be obligated to, discharge the same, either by paying
- the amount claimed to be due or by procuring the discharge of such lien, encumbrance, or claim
“by depositing in court a bond for the amount claimed or otherwise providing security for such
claim; or in such manner as may be prescribed by law. Subject to these provisions, Mortgagor
shall pay when:due all obligations secured by or reducible to liens and encumbrances that now or
hereafter shall‘encumber or appear to encumber all or any part of the Subject Property (or any
interest therein), whether senior or subordinate to the lien of this Mortgage.

- Required Insurance. Mortgagor shall obtain and at all times maintain and
keep in force: (a) insurarice against loss or damage to the Improvements, by fire and any of the
risk covered by insurance now known as "fire and extended coverage” (including builder's risk
during construction and mud/flood insurance if the real property is within a flood zone as
described in the Federal Emergency Management Agency flood hazard boundary maps or flood
insurance rate maps) in-an amount not less than the full replacement value of the Improvements
(exclusive of the cost to foundations, excavations, and footings); (b) if requested by Mortgagee,
business interruption insurance in such amounts as are reasonably satisfactory to Mortgagee,

(¢) during the course of any constructwn or repair of Improvements on the Subject Property,
comprehensive public liability insurance (mcludlng coverage for construction of Improvements
occurnng after execution of this Mottgage) on an occurrence basis against claims for personal
injury including, without limitation, bodily inj ury, death or property damage occurring on, in, or
about the Land and the adjoining streets, sidewalks and passageways, such insurance to afford
immediate minimum protection to a limit of not less than that required by Mortgagee with
respect to personal injury or death to any one or more persons or damage to property; (d) during
the course of any construction or repair of the Improvements on the Land, workers'

compensation insurance (including employer's liability insurance, if required by Mortgagee) for
all employees of Mortgagor engaged on or with respect to the Land in such amounts as are
reasonably satisfactory to Mortgagee, or, if such limits are-established by law, in such amounts;
(¢) during the course of any construction or repair of the Improvements on the Land, builder's
completed value risk insurance against "all risk of physu:al loss,“ including collapse and transit
coverage, during the construction of such Improvemenis in nonreportmg form, covering the total
value of work performed and equipment, supplies, and materials furnished; together with
"permission to occupy and completion or occupancy” endorsement; (f) insurance against loss or
damage to the Fixtures by fire and other risk covered by insurance of a type generally known as
"fire and extended coverage"; (g) comprehensive public lability insurance and property damage
insurance applicable to the Subject Property in amounts satisfactory to Mortgagee;.(h) such other
insurance that is usual and customary in the industry, and in such amounts, as reasonably may be
required from time to time by Mortgagee against the same or other hazards, which insurance may
include flood insurance. The policies of insurance carried in accordance with.this Section 6.4
shall contain a "Replacement Cost Endorsement” reasonably satisfactory to Mortgagee. . All
policies of insurance shall be issued by companies and in amounts satisfactory to-Mortgagee. - All
policies of insurance shall have attached thereto a lender's loss payable endorsement for'the
benefit of Mortgagee in a form satisfactory to Mortgagee. Mortgagor shall furnish Mortgagee
with an original policy or certified copy thereof of all policies of required insurance. In the case .
of workers' compensation insurance supplied by a governmental agency or fund, Mortgagor shall* .-
supply Mortgagee with satisfactory evidence of coverage. At least 30 days prior to the
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. éXpii'étibn of each such policy, Mortgagor shall furnish Mortgagee with evidence satisfactory to
Mortgagee of the payment of premiums and the reissuance of a pohcy continuing insurance m
“force as required by this Mortgage. All policies shall contain a provision that such policies may

not be c_:an_celcd or amended, which term shall include any reduction in the scope or limits of
coverage, with'out at least 30 days' prior written notice to Mortgagee.

es: [ ce and Condemnation Proceeds. All awards of damages
and all other compensatlon payable directly or indirectly by reason of a condemnation or
proposed condemnatlon for public or private use affecting all or any part of, or any interest in,
the Subject Property, all other claims, awards, and judgments for damages to, or decrease in
value of, all or any part of, or any interest in, the Subject Property, and all proceeds of any
insurance policies payable by réason of loss sustained to all or which may accrue on any of the
foregoing (collectively,. "Proceeds") are absolutely and irrevocably assigned to and shall be paid
to Mortgagee. Mortgagee may apply all or any of the Proceeds to its expenses in settling,
prosecuting, or defending the claim ("Expenses”) and apply the balance to the Secured
Obligations in any order it determines, regardless of whether its security is impaired and
regardless of Mortgagor's obhgatlon to complete and restore the Subject Property pursuant to
Section 6.7(c), and/or release all-or any part of the Proceeds to Mortgagor upon any conditions
Mortgagee may impose. In addition; Mortgagee may commence, appear in, defend, or prosecute
any assigned claim or action and may adjust, compromise, settle, and collect all claims and
awards assigned to it, but shall not be resp0n51ble for any failure to collect any claim or award,
regardless of the cause of the failure.

6.6  Possible Rebuilding Qf Siructures Nohmthstandmg the provisions of

Section 6.5 of this Mortgage, 1f Mortgagor elects.to rebuild; replace, repair, or restore the Subject
Property, Mortgagee shall permit Proceeds in excess of the Expenses, whether or not held by it,
to be used for rebuilding, replacement, repair, or restoration.” However, where the Proceeds or
damage are in excess of $25,000, Mortgagee may condition its permission upon depositing with
Mortgagee all funds that Mortgagee determines are needed to pay all the cost of rebutlding,
replacement, repair, or restoration {(including without limit taxes, financing charges, insurance,
and rent during the repair period), upon establishment of an arrangement for lien releases and
disbursement of funds acceptable to it and on delivery to it of: * i

(a)  plans and specifications for the work of repaifs___ or restoration ("Work"), a
contract for the Work signed by a contractor acceptable to Mortgagee; a cost breakdown
for the Work, and a payment and performance bond for the Work (if then available on a
commercially practical basis), unless, in the sole judgment of Mortgagee ‘the general
contractor is of sufficient financial strength and reputation so that such general contractor
is reasonably acceptable without such bond, all of which shall be acceptable to”
Mortgagee; N

(b) evidence acceptable to Mortgagee: (1) that Mortgagor w1ll commence '_
Work promptly and diligently complete such Work; (ii) that after completion of the Work

the income from the Subject Property will be sufficient to pay all expenses and debt __ " o _'

service for the Subject Property or adequate provision is made therefor; (iii) of
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+" . continuation of leases acceptable to and required by Mortgagee (if applicable); (iv) that
© ¢ after completion of the Work the size, capacity, and total valuc of the Subject Property
/-~'will be at least as great as it was before the damage or condemnation occurred; (v) that
" theére has been no material or substantial adverse change in the financial condition or
< credit of Mortgagor since the date of this Mortgage; and (vi) of satisfaction of any
addltxonal condltlons that Mortgagee may establish to protect its security; and

(c) requlrements of insurance companies and any bureau or agency that
establishes standards of insurability, which laws, covenants, or requirements affect the
Subject Propeity and pertain to acts committed or conditions existing thereon, including
without lirmit such work or alteration, improvement, or demolition as such laws,
covenants, or requlrements mandate.

Mortgagee shall act reas-or_lably in e_xermsmg its discretion under this Section 6.6 of this
Mortgage. Mortgagor acknowledges that the specific conditions described above are reasonable.

6.7 M_aiht'ehan_ ce and i’rg_sgrvation of the Subject Property. Mortgagor

covenants:

(a) Mortgagor (i) shall manage and operate the Subject Property in
accordance with good managem_enypractites for the purpose for which the Property is
used and shall operate and keep the Improvements in good condition and repair; (ii) shall
not remove, demolish, or materially change management practices without the prior
written consent of Mortgagee, which: consent shall not be withheld unreasonably,

(iii) shall comply with all laws, ordinances, rules and regulations, and material covenants,
conditions, and restrictions (including those relating to horticulture, land use and
development, water rights, and use, noise and pollution) now or hereafter affecting the
Subject Property, or any portion thereof or interest therein; (iv) shall not commit or
permit any waste or deterioration of Subject Proﬁerty or any part thereof or interest
therein; (v) shall not commit, suffer or permit any actto be done in or upon the Subject
Property or any part thereof or interest therein in v1olat10n of any law ordinance, rule, or
regulation. {

(b) Except with Mortgagee's prior written consent not m remove or demolish
the Subject Property or any part thercof, except in the ordinary course of Mortgagor's
business; not to materially alter, restore, or add to the Subject Propetty; and not to initiate
or acquiesce in any change in any zoning or other land classification which affects the
Subject Property; and not to take any action which would result in the Ioss of the full
right to use the Subject Property for its present use. - .

(c) To complete or restore promptly and in good and workmanhke manner the
Subject Property or any material part thereof which may be damaged or destroyed -
without regard to whether Mortgagee requires the Proceeds to be used to reduce: the o f
Secured Obligations as provided in Section 6.5 of this Mortgage. T
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_ (dy  Not to suffer any material violation of any, and to comply in all material
- respects with, all (i} laws, ordinances, regulations, and standards, (i1) covenants,
e "_condltlons restrictions, and equitable servitudes, whether public or private.

(e) Not to commit or permit waste of the Subject Property and to take such
. action s is necessary to prevent the SubJ ect Property or any use or occupancy thereof
from becommg a public or private nuisance.

(f) To promptly comply with all material obligations of Mortgagor under the
Leases and the Contracts

(g) To al_Iow-- any representative of Mortgagee to visit and inspect the Subject
Property, subject.to reasonable advance notice and consistent with Mortgagor’s need to
maintain bio-security at production facilities, to examine the books of account and other
records and files of Mortgagor with respect to the Subject Property, to make copies
thereof and to discuss the affairs, business, finances, and accounts of Mortgagor, with its
officers, employees, and accountants, all at such reasonable time and as often as
Mortgagee may desire. Mortgagor shall reimburse Mortgagee for out-of-pocket costs and
expenses incurred in connectlon w1th maklng any such examination or inspection.

(h) Keep at all times books of records and accounts in which full, true and
correct entries will be made of all_deahngs or transactions in relation to Mortgagor's
business and office with respect to the Subject Property.

(1) To do all other acts that from the character or use of the Subject Property
are reasonably necessary to maintain and: preserve its value.

6.8  Defense and Notice of | ggsses, L:[a;ms, aml Actions. Mortgagor shall
protect, preserve, and defend the Subject Property and title and right of possession thereto, the

security hereof, and the rights and powers of Mortgagee hereunder at Mortgagor's sole expense
against all adverse claims. Mortgagor shall give Mortgagee prompt notice in writing of the
assertion of any claim involving the filing of any action or proceeding against, or the occurrence
of any damage to, the Subject Property, and of any condemnati'or’i- oﬁ'er o'r action

6.9  Compensation, Exgulpangn, !ndemmﬁgangn Mortgagor shall pay to

Mortgagee standard compensation for services rendered concerning this. Mortgage mcluding,
without limit, any statement of amounts owing under any Secured Obligation and a reasonable
and customary fee for administering the disbursement of Proceeds to the cost of reconstruction
following damage, destruction, or condemnation of the Subject Property. Mortgagee shall not
directly or indirectly be liable to Mortgagor or any other person as a consequence of the ™~
following, and any liability to Mortgagor that Mortgagee otherwise would have for the. followmg
hereby is waived and released by Mortgagor: (a) the exercise of the rights, remedies;.or powers-
granted to Mortgagee in this Mortgage; (b) the failure or refusal of Mortgagee to performor © . -
discharge any obligation or liability of Mortgagor under any agreement related to the Subj ect -
Property or under this Mortgage; or {c) any loss sustained by Mortgagor or any third party { f
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- resulting from Mortgagee's failure to lease the Subject Property after an Event of Default or from
- any other-act or omission of Mortgagee in managing the Subject Property after an Event of
“Default, unless the loss is caused by the willful misconduct or bad faith of Mortgagee.

Mortgagor hereby agrees that it shall indemnify Mortgagee against, and hold Mortgagee
harmless from, all losses, damages, labilities, claims, causes of action, judgments, court costs,
attorney fees, and other legal expenses, cost of evidence of title, cost of evidence of value, and
other expenses which either may suffer or incur (w) by reason of this Mortgage; (x} by reason of
the execution of ‘this trust or the performance of any act required or permitted hereunder or by
law; (y) as a result of any failure of Mortgagor to perform Mortgagor's obligations; or (z) by
reason of any alleg_ed;obl'igation or undertaking on Mortgagee's part (in performance of any of
Mortgagor's obligations)-to perform or discharge any of the representations, warranties,
conditions, covenants, or other obligations contained in any other document related to the
Subject Property. Mortgagor shall pay all indebtedness arising under this Section 6.9
immediately upon demand by Mortgagee and, if not timely paid, Mortgagor shall pay interest
that accrues thereon from the date the indebtedness arises until paid at the Default Interest Rate.
Mortgagor's duty to indemnify Mortgagee shall survive the release and reconveyance or any
partial release or reconveyance of this Mortgage. All sums payable under this Mortgage shall be
paid without notice, demand, counterclaim; setoff, or deduction.

6.10  Utilities. Mortgagor shall pay or cause to be paid when due all utility
charges that are incurred by it for the benefit of the Subject Property for gas, electricity, water, or
sewer services furnished to the Subject Property and all other assessments or charges of a similar
nature (whether public or private) affecting the Subject Property or any portion thereof, whether
or not such taxes, assessments, or charges create liens _théfeon.

6.11  Actions Affecting the Subject Property. Mortgagor agrees to appear in
and contest any action or proceeding purporting to affect the sécurity hereof or the rights or
powers of Mortgagee. Mortgagor shall pay all costs and "exﬁenses including cost of evidence of
title and attorney fees and expenses, in any such action or proceedmg in which Mortgagee may

appear.

6.12  Actions by Mortgagee to Preserve the St{bject Pn.jp"ert_y; Expenses. If

Mortgagor fails to make any payment or do any act as and in the manner provided hereunder or
in the Note, Mortgagee in its own discretion without obligation to do so and without notice or
demand upon Mortgagor, and without releasing Mortgagor from any ‘obligation may make any
payment or perform any act to be made or performed by Mortgagor as and in'the manner
provided herein to such extent as either may deem necessary to protect the security hereof in
connection therewith (without limiting their general powers), Mortgagee shall have and is hereby
given the right (subject to the provisions of Section 10.2 and Section 10.3 of the Credit -
Agreement) but not the obligation (a) to enter upon and take possession of the Subject Property,
(b) to make additions, alterations, repairs, and improvements to the Subject Property that -
Mortgagee may consider necessary or proper to keep the Subject Property in good condition or ™
repair; {(c) to commence or to appear and participate in any action or proceeding affecting or .- -

which may affect the security hereof or the rights or powers of Mortgagee; (d) to pay, purchase; .- i

contest, or compromise any encumbrance, claim, charge, lien, or debt which in the reasonable” .~ '
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o Judgment of Mortgagee may affect or appears to affect the security of this Mortgage or to be

- prior or supenor hereto, except for such liens as are permitted hereunder; (€) to purchase

""’1nsurance covenng all or any part of the Subject Property; and (f} in exercising such powers to
pay necessary expenses including employment of counsel or other necessary or desirable
consultants. Mortgagor immediately upon demand therefor by Mortgagee shall pay all costs and
expenses incurred by Mortgagee in connection with the exercise by Mortgagee of the foregoing
rights, including, without limitation, costs and evidence of title, court costs, appraisals, surveys,
and attorney and consultant fees. If Mortgagee shall incur or expend any sums, including
reasonable attorney. fees and disbursements in connection with evaluating and/or responding to
inquiries or requests from:Mortgagor or any proposed transferee of Mortgagor of all or any part
of any interest in‘the Note, this Mortgage, or in considering any transfer of the same, all such
sums shall be 1mmed1ate1y pald by Mortgagor to Mortgagee on demand therefor.

6.13 S' U bmga’uon “Mortgagee shall be subrogated to the lien of any
encumbrances, whether released of record or not, paid in whole or in part by Mortgagee pursuant
to this Mortgage or by the proceeds of any loan, advance, or payment secured by this Mortgage.

6.14 Hgardous---Substan_ces_, Mortgagor hereby represents and warrants to
Mortgagee that, as of the date hereof and continuing hereafter the Subject Property and each
portion thereof (i) are not and have not been a site for the use, generation, manufacture, storage,
disposal, or transportation of any oil or petrochemical products, PCBs, asbestos, urea
formaldehyde, flammable explosives, radioactive materials, hazardous wastes, toxic substances,
or related materials, including, without limitation, any substances defined as or included in the
definition of "hazardous substances," 'hazardous wastes,” "hazardous materials," or "toxic
substances" under any applicable federal or state laws or regulations (collectively, 'Hazardous
Materials"); (ii) are presently in compliance or are being.and promptly shall be brought into
compliance with all federal, state, or local laws, ordinances, tegulations, orders, and directives
pertaining to Hazardous Materials on or about the Subject Property or any portion thereof
(collectlvely, "Hazardous Materials Laws"); and (iii) are not being used and have not been used
in any manner which has resulted or will result in Hazardous Materials being spilled or disposed
on any adjacent or other property. Furthermore, Mortgagor hereby covenants and agrees that, so
long as any Secured Obligation is outstanding: -

(a) Mortgagor shall not permit the Subject Propefty o'f any portion thereof to
be a site for the storage, use, generation, manufacture, disposal, or transportatlon of
Hazardous Materials; S

(b}  Mortgagor shall not permit any Hazardous Materials. £ be chsposed of off
the Subject Property except in accordance with Hazardous Materials Laws and

(c) Mortgagor, at Mortgagor's sole cost and expense, shall keep and malntam
the Subject Property and each portion thereof in compliance with, and shall not cause or~
permit the Subject Property or any portion thereof to be in violation of, any Hazardous
Materials Laws. -
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. ~Mortgagor immediately shall advise Mortgagee in writing of any and all enforcement, cleanup,

_temoval, or other governmental or regulatory actions instituted, completed, or threatened
pur'suaﬁt 1o any applicable Hazardous Materials Laws, and any and all claims made or threatened
by any | third party against Mortgagor or the Subject Property relating to damage, contribution,
cost recovery, compensatlon loss, or injury resulting from any Hazardous Materials.

6 15. - Hazardous Materials Indemnity. Mortgagor agrees to indemnify and hold

Mortgagee harmless from and against any and all claims, demands, damages, losses, liens,
liabilities, penaltles__ fines, lawsuits, and other proceedings and costs and expenses (including
attorney fees), arising directly or indirectly from or out of, or in any way connected with (a) the
accuracy of the representations contained in Section 6.14 of this Mortgage, (b) any activities on
the Subject Property during Mortgagor's ownership, possession, or conirol of the Subject
Property that directly orindirectly results in the Subject Property or any other property becoming
contaminated with Hazardous Materials, (c) the discovery of Hazardous Materials on the Subject
Property, (d) the cleanup of Hazardous Materials from the Subject Property, and (e) the
discovery of Hazardous Matenals on-or the cleanup of Hazardous Materials from any adjacent or
other property which has become contaminated as a result of any activity on the Subject
Property. As between Mortgagor and Morrgagee Mortgagor acknowledges that it will be solely
responsible for all costs and expenses relating to the cleanup of Hazardous Materials from the
Subject Property or from any other properties which become contaminated with Hazardous
Materials as a result of activities on or the contamination of the Subject Property. Mortgagor's
obligations under Section 6.14 and this Section 6.15 of this Mortgage are unconditional. The
representations, warranties, and covenants of the Mortgagor set forth in Section 6.14 and this
Section 6.15 of this Mortgage (including, without limitation, the indemnity provided for herein)
shall continue in effect, shall survive the payment of the Note, and, to the extent permitted by
law, shall survive the transfer of the Subject Property pursuant to foreclosure proceedings, by
deed in lieu of foreclosure or otherwise. Mortgagor acknowledges and agrees that its covenants
and obligations hereunder are separate and distinct from 1ts obhgatlons under the Loan and the
Loan Documents. : :

6.16 Eminent Domain. Should the Subject Property or any part thereof or
interest therein, be taken or damaged by reason of any public improvement or condemnation
proceeding, or in any other manner ("Condemnation"), or should Mortgagor receive any notice
of other information regarding such proceeding, Mortgagor shall give prompt written notice
thereof to Mortgagee. Mortgagee shall be entitled at its option, in its own name, to participate in
the commencement and prosecution of any action or proceeding and also shall be entitled to
participate in any compromise or settlement in connection with such taking or damage.

ARTICLE VII

RESTRICTIONS ON TRANSFER OR ENCUMBRANCE N

7.1 Restrictions on Transfer or Encumbrance of the Subject Property: Nei_tl._ler'; )
the Subject Property nor any part thereof or interest therein shall be encumbered, sold (by -~ 7 -
contract or otherwise), conveyed, or otherwise transferred by Mortgagor without Mortgagee s
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- j)rio'i' written consent. Any such encumbrance (unless it is a Permitted Lien), sale, conveyance,
- orother transfer effected without Mortgagee's prior written consent shall constitute an Event of
""Default w1thout any grace or cure period. Any transfer in violation of this Section 7.1 shall be
void.

wE 2 Restrictions on Transfer or Encumbrance of Mortgagor. If in the case any

Mortgagor, its successors or assigns is a partnership or corporation and its general partners or
shareholders, or any one of them (or any general partner or any constituent partnership of such
partnership), should, without the prior written consent of Mortgagee, sell, convey, transfer,
option, encumber, mortgage, hypothecate, pledge, sign, dispose of or alienate any interest in the
partnership {or any cdn_sti_tﬂ"e-ﬁt_ partnership thereof) or more than 25 percent of their shares in the
corporation, or enter into any agreement or contract to do any of the foregoing which is not
conditioned on compliance with the terms of this Mortgage and all other documents or
instruments now or hereafier securing the Note or evidencing or securing the obligation secured
by this Mortgage either voluntarily or involuntarily, or by operation of law or if either transaction
or occurrence should be consummated or suffered that results in a loss of ultimate ownership or
control of Mortgagor, its successots or assigns by the persons who had such control on the date
hereof, then in recognition of the reliance by Mortgagee on the ownership and management of
the Subject Property by Mortgagor which is a material inducement to Mortgagee to extend credit
to Mortgagor and the increased risk to Mortgagee upon the conveyance of the interest or shares,
as the case may be, by Mortgagor, or its partners or principal shareholders, Mortgagee, at its sole
option, shall have the right to declare all sums secured hereby forthwith due and payable and this
option may be exercised at any time after occurrence of any such default; and the acceptance of
one or more payments hereunder by Mortgagee thereafter shall not constitute a waiver of
Mortgagee's option to demand immediate payment of all sums secured hereby. Mortgagor shall
notify Mortgagee promptly in writing, but in any event, not later than 30 days prior to, any
transaction or event which may give se to the right of acceleration under this paragraph.

ARTICLE VIII
DEFAULT AND REMEDIES -~

8.1 Default. "Default” or "Event of Default” means (a) the occurrence of a
Default or an Event of Default as defined in the Credit Agreement, (b) the Improvements are
destroyed or substantially damaged or the security value thereof otherwise materially reduced, or
(c) the Subject Property or any part thereof or any interest therein is transferred voluntarily or
involuntarily under operation of law without the prior written consent of Mortgagee

8.2  Rights and Remedies. At any time after Default and the exp1rat16n of any
applicable cure periods specified in Section 10.2 of the Credit Agreement, Mortgagee shall have
all the following rights and remedies: Y

(a) With or without notice, to declare all Secured Obligations 1mmed1ately
due and payable;



_ (b) With or without notice, and without releasing Mortgagor from any
-+ Secured Obligation, and without becoming a mortgagee in possession, to cure any breach
* /- 'or default of Mortgagor under any Loan Document, take the remedial action authorized in
_Secti{jn 6.12 of this Mortgage, and all other actions authorized herein,

(c) To commence and maintain an action or actions to foreclose this
mstrument as' a mortgage or to obtain specific enforcement of the covenants of Mortgagor
hereunder and Mortgagor 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 Mortgagor waives the defense of laches and any
applicable’ statute of llmltathIlS

(d) To apply to a court of competent jurisdiction for and obtain appointment
of a receiver of the Subject Property as a matter of strict right and without regard to
(i) the adequacy of the security for the repayment of the Secured Obligations, (ii) the
existence of a declaration that the Secured Obligations are immediately due and payable,
or (iii) the filing of a notice of default and Mortgagor consents to such appointment;

(e) To enter upon and take possession of the Subject Property or any part
thereof for the purpose of collecting rents, to take and possess all documents, books,
records, papers, and accounts of Mortgagor relating to the Subject Property or the then
owner of the Subject Property; to make, terminate, enforce, or modify leases of the
Subject Property upon such terms and conditions as Mortgagee deems proper; (0 make
repairs, alterations, and improvements to the Subject Property necessary, in Mortgagee's
judgment, to protect or enhance the securi.ty’ hefeof' "and

§3) To resort to and realize upon the’ Subj ect Property and any other security
now or later held by Mortgagee concurrently or successively and in one or several
consolidated or independent judicial actions or lawfully taken nonjudicial proceedings, or
both, and to apply the proceeds received upon the S__ecur_ed Obligations all in such order
and manner as Mortgagee determines in its sole discretiof. At any sale of the Subject
Property held pursuant to this Section 8.2, Mortgagee may bid, as the equivalent of cash,
the amount of all or any of the Secured Obligations, 1nclud1ng w1thout limitation,
attorney fees.

83  Application of Foreclosure Sale Proceeds. After_._:"dedixctit}g: all costs, fees,
and expenses of sale, including cost of evidence of title and attorney fees'in connéction with sale,
Mortgagee shall apply all proceeds of any foreclosure sale to payment of all surns expended by
Mortgagee under the terms hereof and not then repaid, with accrued interest at the Default
Interest Rate; the payment of all other Secured Obligations in such order and amounis as_-. -
Mortgagee in its sole discretion determines; and the remainder, if any, to the person or- persons

legally entitled thereto.

8.4  Application of Payments. Except as applicable law or this Mortgage may

otherwise provide, all payments received by Mortgagee under the Note or this Mortgage shall be . o

o
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.~ applied by Mortgagee (after reimbursement of all costs and expenses, together with any interest
_“thereon) in the following order of priority: (a) interest and late charges payable on the Note;

(b) interest payable on advances made to protect the security of this Mortgage; (c) principal of
the Note-as determined by Mortgagee; (d) principal of advances made to protect the security of
this Mortgage; and (e) any other sums secured by this Mortgage in such order as Mortgagee, at
its option, may determine.

85, No Cure or Waiver. Neither Mortgagee's nor any receiver's entry upon
and taking possession of all or any part of the Subject Property, nor any collection of rents,
issues, profits, insurance proceeds, condemnation proceeds or damages, other security or
proceeds of other seclirity, or other sums, nor the application of any collected sum to any
Secured Obligation, nor the ¢éxercise of any other tight or remedy by Mortgagee or any receiver
shall cure or waive any breach, Default, or notice of default under this Mortgage, or nullify the
effect of any notice of défault or notice of sale (unless all Secured Obli gations then due have
been paid and performed and Mortgagor has cured all other defaults), or impair the status of the
security, or prejudice Mortgagee in the exercise of any right or remedy, or be construed as an
affirmation by Mortgagee of any tenancy, Iease or option, or a subordination of the lien of this
Mortgage. -

8.6  Paymentof Qosts," Egpggs_gﬁ, and Attorney Fees. Mortgagor agrees to pay
to Mortgagee immediately following demand all costs and expenses incurred by Mortgagee
pursuant to subparagraphs (a) through (f) inclusive of Section 8.2 of this Mortgage (including,
without limit, court costs and attorney fees) with interest from the date of expenditure until such
sums have been paid at the Defanit Interest Rate. '

8.7  Power to File Notices and gimgg !zg 11;5 Mortgagor hereby irrevocably

appoints Mortgagee and its successors and assigns as its attorney-in-fact, which appointment is
coupled with an interest {(a) to execute and/or record any hetices of completion, cessation of
labor, or any other notices that Mortgagee deems appropnate to protect Mortgagee's interest, and
(b) upon the occurrence of an event, act, or omission that, with notice or passage of time or both,
would constitute a Default, Mortgagee may perform any obllgatlon of Mortgagor hereunder;
provided, that (i) Mortgagee as such attorney-in-fact shall only be accountable for such funds as
are actually received by Mortgagee, and (i1} Mortgagee shall not be hable to Mortgagor or any
other person or entity for any failure to act under this section.

8.8 aiver of Qrder ale and Marshali Mortgagor waives all rights to
direct the order in which any of the Subject Property will be sold in the event of dny sale under
this Mortgage, waives any right to have any of the Subject Property marshaled upon any sale,
and agrees that Mortgagee or any court in which foreclosure of this Mortgage is. sought shall
have the right to sell the Subject Property as a whole or in parcels. o

8.9  Expenses During Redemption Period. If this Mortgage is fOré’closed a's"a---- _
mortgage and the Subject Property is sold at a foreclosure sale, the purchaser may, duting any'
redemption period allowed, make such repairs or alterations on the Subject Property as may be:
reasonably necessary for the proper operation, care, preservation, protection, and insuring thereof



o Any sums so paid shall be added to and become a part of the amount required to be paid for

. redemptlon from such sale, together with interest thereon from the date of expenditure at the
"'Default Interest Rate.

| 8 10  Foreclosure Subject to Tenancies. Mortgagee shall have the right, at its

option, to forcclese thlS Mortgage subject to the rights of any tenant or tenants of the Subject
Property :

8 11 EQ edies Cumulative. To the extent permitted by law, every nght and
remedy prov1ded in thls Mortgage is distinct and cumulative to all other rights or remedies under
this Mortgage or afforded by law or equity or any other agreement between Mortgagee and
Mortgagor, and may be exercised concurrently, independently, or successively, in any order
whatsoever. Mortgagee may exermse any of its rights and remedies at its option without regard
to the adequacy of its Secunty

. ARTICLE IX
* GENERAL

9.1 M_Qﬂggggﬁ_h@b;m Mortgagor shall be fully liable to Morigagee for
damages suffered by Mortgagee to the extent provided by law for, but not limited to, the

following: (a) as a result of frand or a material misrepresentation by Mortgagor in connection
with the delivery of the Note or the performance of its obligations under the Loan Documents;
(b) as a result of the retention of any rental or other income arising with respect to the Subject
Property which is collected by Mortgagor after Mortgagee has given notice that Mortgagor is in
default under the Note (to the full extent of such'rental or other income retained and collected by
Mortgagor after the giving of any such notice); (¢) fot the fair market value of any personal
property or Fixtures removed or disposed of by Mortgagor.in violation of the terms of this
Mortgage as of the time Mortgagee gave notice to Mortgagor of__M_ortgagor s default under the
Loan or any Loan Document; and {d) as a result of the misapplication of any proceeds in
violation of the terms of any documents securing the Note, to the full éxtent of said misapplied
proceeds, under any insurance policies or awards resulting from Condemnation or the exercise of
the power of eminent domain by reason of damage, loss, or destructlon of a.ny portion of the
Subject Property. -

9.2 Merger. No merger shall occur as a result of Mortgagee s acquiring any
other estate in, or any other lien on, the Subject Property unless Mortgagee consents m wntmg to
a merger. e

9.3  Rules of Construction. When the identity of the parties or other e
circumstances make it appropriate, the masculine gender includes the feminine and/or neuter
and the singular number includes the plural. The term "Subject Property” means all_and any p_art
of the Subject Property. R
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T 9.4 Successors in Interest. The terms, covenants, and conditions herein
- contamed shall be binding upon and inure to the benefit of the heirs, successors, and assigns of
“the parties hereto.

_ 95 Exhibits. All exhibits are incorporated into this Mortgage by this
reference. - -

Addressgg, Request for Notice. All notices, consents, approvals, and other
commumcatlons reqmred or permitted hereunder shall be in writing and shall be sent to the

addresses of the pames on the first page hereof.

9. 7 Mort_g.agee s Powers. Without affecting the liability of any person for
payment or performancc:.of the Secured Obligations, Mortgagee, at its option, may extend the
time for payment of the indebtedness secured hereby or any part thereof, reduce payment
thereon, release anyone liable on any of said indebtedness, accept a renewal note or Note
therefor, or agree to modify the terms and time of payment of the indebtedness, release the lien
of this Mortgage on any part of the SubJ ect Property, take or release other or additional security,
release or reconvey or cause to be released or reconveyed all or any part of the Subject Property,
consent to the making of any map or plat of the Subject Property, consent to the granting of any
easement or the creating, of any restriction on the Subject Property, or join in any subordination
or other agreement affecting this Mortgage_.or_._the lien or charge hereof Mortgagor shall pay
Mortgagee a reasonable service charge, together with such title insurance premiums and attorney
fees as may be incurred at Mortgagee's option for any such action if taken at Mortgagor's request.

9.8 Calculation of Interest Rate. All agreements between Mortgagor and
Mortgagee are expressly limited so that in no event whatsoever shall the amount paid or agreed
to be paid to Mortgagee hereunder exceed the highest lawful rate permissible under apphcable
usury laws. In the event performance of any obhgauon of Mortgagor hereunder shall require the
payment of interest in excess of such highest lawful rate, then such obligation shall,
automatically and retroactively to the date hereof, be deemied reéduced to the highest lawful rate
permissible under applicable usury laws. If Mortgagee ever receives as interest an amount that
would exceed such highest lawful rate, the amount of excessive interest.shall not be applied to
the payment of interest, but shall, automatically and retroactively to the act of payment, be
applied to the sums due hereunder, and, if and to the extent such amount of excessive interest
exceeds such sums due, be immediately returned by Mortgagee to Mortgagor w1th0ut interest.

9.9  Severability. If any term of this Mortgage, or the apphcatmn thereof to
any person or circumstances, shall to any extent be invalid or unenforceable, the remainder of
this Mortgage, or the application of such term to persons or circumstances other than those as to
which it is invalid or unenforceable, shall not be affected thereby. Each term of this Mortgage
shall be valid and enforceable to the fullest extent permitted by law. R s

9.10 Nonwaiver. Mortgagee's failure to exercise any right or remedy avallable -
to Mortgagee shall in no event be construed as a waiver or release of such rights or remediesor.
the right to exercise them at a later time. The right, if any, of Mortgagor and all other persons or”
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'entities who are, or may become, liable for all or any part of the indebtedness evidenced by the

. 'Note to plead any statute of limitations as a defense to any demand by Mortgagee is expressly
) 'Walved by each and all of such parties to the fullest extent permitted by law.

_ 9 11 ndment or Waiver Except in Writing. The provisions of this
Mortgage may not be amended or modified orally in any manner, and may be amended or
modified only by a writing duly executed by Mortgagor and Mortgagee. No provision of this
Mortgage may be waived by Mortgagee except in writing executed by an authorized
representative of Mongagee that expressly refers to this Mortgage No such waiver may be
implied from any act or ceniduct of Mortgagee or any omission by Mortgagee to take any action
with Tespect to any provision of this Mortgage. No express written waiver shall affect any other
provision of this Mortgage of cover any default or time period or event other than the matter as
to which such express wrltten waiver has been given.

9.12 Aﬁ;er Aggulred Property. All property of every kind acquired by
Mortgagor after the date hereof that by the terms hereof, is required to be subjected to the lien of

this Mortgage, immediately upon the-acquisition thereof by Mortgagor, and without any further
Mortgage, conveyance, assignment, or transfer, shall become subject to the lien of this Mortgage.
Nevertheless Mortgagor will do, execute acknowledge, and deliver all and every further act,
conveyance, mortgage, and assurance as Mortgagee reasonably shall require for accomplishing
the purposes of this Mortgage. _

9.13  Definitions. As used herein, the term "Mortgagor" means the each and
every Mortgagor herein named, together with any subsequent owner of Mortgagor's interest in
the Subject Property or any part thereof or interest therein; and the term "Mortgagee" means the
Mortgagee hercin named, together with any subse_qu_ent_ow_ner or holder of the Note or any
interest therein, including pledgees, assignees, and participants, the term "Loan Documents"
means this Mortgage, all Deeds of Trust, the Note, as well as all amendments renewals and
modifications thereof. - -

9.14  Attorney Fees. In the event suit or action is instituted to enforce or
interpret any provision of this Mortgage, Mortgagor agrees to pay Mortgagee's reasonable
expenses in connection therewith, including, without limitation,.such amount as the court may
adjudge reasonable as attorney fees at trial, on any appeal, and in any bankruptcy case or
proceeding. Any such reasonable expenses shall be additional indebtedness of 'Mortgagor
secured by this Mortgage, shall be immediately due and payable, and shall bear 1nterest from the
date of disbursement at the Default Interest Rate. o

9.15 Interpretation. In the event of any conflict between the terms of ﬂ'llS
Mortgage and the terms of the Credit Agreement, the terms of the Credit Agreement shall
control. s
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IN WITNESS WHEREOF, Mortgagor has executed this Mortgage as of the date
ﬁrst above written.

By -

Brian V. Bookey /

President

STATE OF WASHINGTON - )
COUNTY OFKING -~ ) -

I certify that | know or have satisfactory evidence that Brian V. Bookey is the
person who appeared before ime; and said person acknowledged that he signed this instrument,
on oath stated that he was authorized to execute the instrument and acknowledged it as the
President of National Food Corporation; to be the free and voluntary act of such party for the
uses and purposes mentioned in the instrument.

Dated: August %5002 |

‘:euhav\\\

..:-",'{ T 04"\..

‘ .cl.'i-.

l,‘ Notary Pubhc for Washington

R GA BY THOMAS
(Printed or Stamped Name of Notary)
Residingat _EDA2wD <
My appomtment expn'es 26 2

2N

.
N .
Yegapget?
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" 'EXHIBIT A

" Legal Description

(Sedro Woolley)

Thé lzmd réfé;rred to in this report/policy is situated in the State of Washington, County of Skagit,
and is described as follows:

Parcel A'

The Southwest 174 of the Northwest 1/4 of Section 28, Township 35 North, Range 6 East, W.M.;
EXCEPT the North 20 feet thereof conveyed to Skagit County for road purposes by Deed
recorded November-16,"1916 in Volume 105 of Deeds, page 187, records of Skagit County,
Washington; AND EXCEPT the as built and existing County road running along the North and
East lines thereof, commonly known as Warfield Road; AND ALSO EXCEPT that portion
thereof lying within the boundaries of the following described tract:

Beginning at the Northwest comer of the Southwest 1/4 of the Northwest 1/4 of Section 28,
Township 35 North Range 6 East, W.M.; thence South 20 feet to the true point of beginning;
thence East 3 feet; thence South 150 feet; thence West 3 feet; thence North 150 feet to the true
point of beginning, EXCEPT that portion, if any, lying within the as built and existing County
Road commonly known as the Warfield Road running along the North line thereof.

Parcel "B":
The Northwest 1/4 of the Southwest 1/4 of Section 28, Township 35 North, Range 6 East, W.M.
Parcel "C": - .

The Southeast 1/4 of the Northeast 1/4, EXCEPT the Northeast 1/4 thereof, Section 29,
Township 35 North, Range 6 East, W.M. .

OB
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EXHIBIT B

" Permitted Exceptions

(Sedro Woolley)

NoNE

00208 <)
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