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MORTGAGE

DATE: September 29""20655"

Reference # (if appllcable} | Additional on page
Grantor(s): :
1. RAINBOW RANCH PROPEHTJES LLC

Grantee(s)
1. PEOPLES BANI(

Legal Description: PTN NE 1/4;"':1 6-‘35;.3:5 WM
: . Additional on page 2

Assessor's Tax Parcel ID#: 350316- 3 001 0001 350316-1-005-0001; 350316-2-002-0002;
350316-2-009-0005

THIS MORTGAGE dated September 29, 2005, is made and executed between RAINBOW
RANCH PROPERTIES, LLC, A WASHINGTON LlMlTED LIABlLITY COMPANY, whose address is
1719 DOUGLAS ST, MOUNT VERNON, WA 98273 5224 (referred to below as "Grantor") and
PEOQOPLES BANK, whose mailing address is 19020 33RD AVE W SUITE 215, LYNNWOOD, WA
98036 (referred to below as "Lender”), : E
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oA MORTGAGE
* Loan No: 5031767-201 (Continued) pege 3

cém'pan:gr,f.t“ransfer also includes any change in ownership of more than twenty-five percent {25%)} of the voting stock,
partnership interests or limited liability company interests, as the case may be, of such Grantor. However, this option
shall.not be"éxercised by Lender if such exercise is prohibited by federal law or by Washington law.

TAXE_S eND"LIEﬁS. The following provisions relating to the taxes and liens on the Property are part of this Mortgage:

Payment. Grantor shall pay when due {and in all events prior to delinguency) all taxes, payroll taxes, speacial taxes,
‘pssessments, ‘water charges and sewer service charges lavied against or on account of the Property, and shall pay
when due-all claims for work done on or for services rendered or material furnished to the Property. Grantor shalt
riaintain the Property free of any liens having priority over or equal to the intersst of Lender under this Mortgage,
excépt-for those-llens specifically agreed to in writing by Lender, and except for the lien of taxes and assessments
not due ag’ further spégified in the Right to Contest paragraph.

Right to._Contest. ‘Grantgr may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the-obligation to pay, so long as Lender's interest in the Property is not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall within fifteen [15) days after the lien arises or, if a lien is filed,
within fifteen (15)"days aftér Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit.-with:Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys' fees, or other charges that could accrue as a
result of a foreclosure ot salé under the fien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment hefore enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished in the contest proceedings.

Evidence of Payment; “Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall alitherize the'appropriate governmental official to deliver to Lender at any time a written
statement of the taxes and agsessments against the Property.

Notice of Construction. Grantor shallnotify Lender at least fifteen (15} days before any work is commenced, any
services are furnished, or any-materials are supplied to the Property, if any mechanic's lien, materialmen's lien, or
cther lien could be asserted-on account of the work, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assuranees satusfactory to Lender that Grantor can and will pay the cost of such
|n1provements

PROPERTY DAMAGE INSURANCE, "-‘Fhe J_follé‘;\g'ing' g‘mvisions relating to insuring the Property are a part of this
Mortgage: Lt

Maintenance of Insurance. Grantor shall procure and, maintain policies of fire insurance with standard extended
coverage endorsements on a replacement:basis for the. full insurable value covering all Improvements on the Real
Property in an amount sufficient to avoid applicgtion.- of any coinsurance clfause, and with a standard mortgagee
clause in favor of Lender. Grantor shall alsg precure and maintain comprehensive general l!ablllt\/ insurance in such
coverage amaounts as Lender may request with Lefider being named as additional insureds in such lability insurance
policies. Additionally, Grantor shall maintain such other insurance, including but not fimited to hazard, business
interruption and boiler insurance as Lender may require. Policies shall be written by such insurance companies and
in such form as may be reasonably acceptable to:Lender. Grantor shall deliver to Lender certificates of coverage
from each insurer containing a stipulation that cevérage will not be cancelled or diminished without a minimum of
thirty (30) days' prior written notice to Lender and not contamlng any disclaimer of the insurer's liability for failure
to give such notice. Each insurance poficy alse shall inclode-an“endorsement providing that coverage in favor of
Lender will not be impaired in any way by any act, omission or defaut of Grantar or any other person. Should the
Real Property be located in an area designated by the Birgctor of the Federal Emergency Management Agency as a
special flood hazard area, Grantor agrees to obtain and. maintain’ Féderal Flood Insurance, if available, within 45
days after notice is given by Lender that the Property is“located in a spegial flood hazard area, for the fulf unpaid
principal balance of the loan and any prior liens on the property securing the, loan, up to the maximum policy limits
set under the National Flood insurance Program, or as otherwnse requlred by Lender, and to maintain such
insurance for the term of the loan. . :

Application of Proceeds. Grantor shail promptly notify Lender of a"ny loss gr damage to the Property. Lender may
make proof of loss if Grantor fails to do so within fifteen {15}, days of ‘the casualty. Whether or not Lender's
security is impaired, Lender may, at Lender's election, receive and. retain the preceeds of any insurance and apply
the proceeds to the reduction of the Indsbtedness, payment of any-lien affécting. the Property, or the restoration
and repair of the Property. If Lender elects to apply the proceeds to restpration and repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner satisfactory to Leénder. Lender shall, upon
satisfactory proof of such expenditure, pay or reimburse Grantor from:the proceeds for the reasonabie cost of
repair or restoration if Grantor is not in default under this Mortgage. Any'proceeds which'have not been disbursed
within 180 days after their receipt and which Lender has not committed td the repair or restoration of the Property
shall be used first to pay any amount owing 1o Lender under this Mortgage, thei 107 pza\.1 atcrued interest, and the
remainder, if any, shall be applied to the principal balance of the Indebtedness. |f-Lender holds any proceeds after
payment in full of the Indebtedness, such proceeds shall be paid without lnterest 10 Grantor as Grantor's interests
may appear. o

Grantor's Report on Insurance. Upon request of Lender, however not more than once a vear Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1) the name ‘of the insurer; 7 (2) the risks
insured; (3} the amount of the policy; {4) the property insured, the then current replacement value of such
property, and the manner of determining that vatue; and (5) the expiration date of the pollcy Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender determine the cash value replacement cost
of the Property. .

LENDER'S EXPENDITURES. If any action or procesding is commenced that would materially afféct ITend_er“s i‘ntére&_st in
the Property or it Grantor fails to comply with any provision of this Mortgage or any Related Documents, inciuding but
not limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to dlscharge or pay under
this Mortgage or any Related Documents, Lender on Grantor's behalf may (but shall not be obligated to}: take any action
that Lender deems appropriate, including but not limited to discharging or paying all taxes, liens, securlty interests,
encumbrances and other claims, at any time levied or placed on the Property and paying all cests “for msunng,"";_

maintaining and preserving the Property. All such expenditures incurred or paid by Lender for such purposes will then_ :

bear interest at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by
Grantor, All such expenses wilt become a part of the Indebtedness and, at Lender’s option, will (A) be payable’on ;
demand; (B) be added to the balance of the Note and be apportioned among and be payable with any instaliment

payments to become due during either {1} the term of any applicable insurance policy; or (2} the remaining-term: of
the Note; or (C) be treated as a balloon payment which will be due and payable at the Note's maturity. The Mortgage™ .~

also will secure payment of these amounts. Such right shail be in addition to all other rights and remedies to whit:h.:“
Lender may be entitled upon Default,

WARRANTY: DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a part of this

SR
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A MORTGAGE
* Loan'No: 5031767-201 (Continued) Page 5

fer and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appaoints
~‘Lender as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording, and doing all

other-things as may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in
’ the prﬂced!ng paragraph.

FULL PERFORMANCE If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations
impased upon Grantor under this Mortgage, Lender shall execute and deliver to Grantor a suitable satisfaction of this
Mortgage and suitable statements of termination of any financing statement on file evidencing Lender's security interest
in the, Rents. and-‘the. Personal Property. Grantor will pay, if permitted by applicable law, any reasonable termination fee
as determlned by Lender from time to time.

EVENTS OF DEFAULT Each of the following, at Lender's optien, shall constitute an Event of Default under this
Mortgage: g

Paymeﬁt'Default_._ : Grantbr fails to make any payment when due under the Indebtedness.

Default on Other Ea‘\'f:me'nté“.-.‘ Failure of Grantor within the time required by this Mortgage to make any payment for
taxes or insuran_cé,_grﬁ-gny‘"qth_er payment necessary to prevent filing of or to effect discharge of any lien.

Environmental Default. “Failife of any party to comply with of perform when dus any term, obligation, covenant or
condition contained in any environmental agreement executed in connection with the Property.

Other Defaults. Grantor-fails to comply with or to perform any other term, obligation, covenant or condition
contained in this Mortgage or.in-gny of the Related Documents or to comply with or to perform any term,
obligation, covenant or condition contained in any other agreement between Lender and Grantor.

False Stataments. Any warranty, raﬁresentation or statement made or furnished to Lender by Grantor or on
Grantor's behalf under this ‘Mortgage or the Related Documents is faise or misleading in any materiai respect,
either now or at the time inade or furnjs’hg_q or becomes false or misleading at any time thereafter.

Defective Collateralization.”. This" Mortgaée .or any of the Related Documents ceases to be in full force and effect
{including failure of any collateral- document to create a valid and perfected security interest or lien} at any time and
for any reason. ;

Death or Insolvency. The dlssolutlon of-Gra nt’ers (regardless of whether election to continue is made), any
member withdraws from the limited lrablllty ¢ompany, or any other termination of Grantor's existence as a going
business or the death of any member;. the ifselvency of Grantor, the appaintment of a receiver for any part of
Grantor's property, any assignment for-thé benefit of creditors, any type of creditor workout, or the
commencement of any proceeding under any bankrupic';*y or insoivency laws by or against Grantor.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfsiture proceedings, whether by judicial
proceeding, self-help, repossession or any:6thef method, by any creditor of Grantar or by any governmental agency
against any property securing the Indebtedness. This includes a garnishment of any of Grantor's accounts,
including deposit accounts, with Lender. However, this Event of Default shall not apply if there is a good faith
dispute by Grantor as to the validity or reasonableness of the claim which is the basis of the creditor or farfeiture
proceeding and if Grantor gives Lender written. notice of the creditor or forfeiture proceeding and deposits with
Lender monies or a surety bond for the creditor ar forfeiture proceéeding, in an amount determined by Lender, in its
sole discretion, as being an adequate reserve or bond for the dispute,

Breach of Other Agreement. Any breach by Grantor undé'r:.ﬂ"i'e terﬁlé':;of any other agreement between Grantor and
Lender that is not remedied within any grace period provided therein, including without limitation any agreement
concerning any indebtedness or other obligation of Grantor. to Len'der', whether existing now or later.

Events Affacting Guarantor. Any of the preceding events occurs with“respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes incompetent, or’ revokes or disputes the validity of, or liability
under, any Guaranty of the Indebtedness. In the event of a dgat__h Lender,: at its option, may, but shall not be
required to, permit the Guarantor's estate to assume unconditiopafly the obligations arising under the guaranty in a
manner satisfactory to Lender, and, in doing so, cure any Event of Default ;

Adverse Change. A material adverse change occurs in Grantors fma clal candltlon or Lender believes the
prospect of payment or performance of the Indebtedness is impaired,,

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If any default, other than a default in payment is curable and if Grantor has not been given a notice
of a breach of the same provision of this Mortgage within the preceding twelve (12§ months, it may be cured if
Grantor, after receiving written notice from Lender demanding cure of such'default: (M gures the default within
fifteen (15) days; or (2} if the cure requires more than fifteen {15} days, immediately initiates steps which Lender
deems in Lender's sole discretion to be sufficient to cure the default and thereaftér gontinues and completes all
reasonable and necessary steps sufficient to produce compliance as soon as reaspnably practical.

RIGHTS AND REMEDIES ON DEFAULT. Upon the occurrence of an Event of Defauit and: -at any: “thereafter, Lender,
at Lender's option, may exercise any one or more of the following rights and remedies,. m addlthn o any other rights or
remedies provided by law: . .

Accelorate Indebtedness. Lender shall have the right at its option without notice to Grantor to declare the entire
Indebtedness immediately due and payable, including any prepayment penalty which Grantor would becrequired to
pay. e o

UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the r|ghts and
remedies of a secured party under the Uniform Commercial Code.

Collect Rents. Lender shali have the right, without notice to Grantor, to take possession of the Propertv ‘and
collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and above'Lendet's
costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or other uset of the
Property to make payments of rent or use fees directly to Lender. If the Rents are collected ‘by:Lender, ther..
Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments received: in payment
thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tenants or gther
users to Lender in response to Lender's demand shall satisfy the obligations for which the payments-are iade,
whnether or not any proper grounds for the demand existed. Lender may exercise its rights under this subparagraph”
either in person, by agent, or through a receiver.

Appoint Receiver. Lender shail have the right to have a receiver appointed to take possession of all or any part of" T
the Property, with the power to protect and preserve the Property, to operate the Property preceding or pending
foreclosure or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost 6f

the receivership, against the Indebtedness. The receiver may serve without bond if permitted by law. Lender's
right to the appointment of a receiver shall exist whether or not the apparent value of the Property exceeds the

I
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A MORTGAGE
* Loan No: 5031767-201 (Continued) Page 7

; 'Lender in any instance shall not constitute continuing consent to subsequent instances where such consent is
.--"'requ|red and in all cases such consent may be granted or withheld in the sole discretion of Lender.

~Seuerabl!|ty_. if a court of competent jurisdiction finds any provision of this Mortgage to be illegal, invalid, or

" unenférceable as to any circumstance, that finding shall not make the offending provision illegal, invalid, or
Znenforceablé as to any other circumstance. if feasible, the offending provision shall be considered modified so
‘that it begomes legal, valid and enforceable. If the offending provision cannot be so modified, it shall be
‘considered” deleted from this Mortgage. Unless otherwise required by law, the illegality, invalidity, or
unenforceablllty of any provision of this Mortgage shall not affect the legality, validity or enforceability of any other
proyision.of this Mortgage.

Merger Tnere 'snall'be no merger of the interest or estate created by this Mortgage with any other interest or
estate in the Froperty at any time held by or for the benefit of Lender in any capacity, without the written consent
of Lender: &

Successors and :Assi'g'ns 'Subject to any limitations stated in this Mortgage on transfer of Grantor's interest, this
Mortgage shall be-binding upon and inure to the benefit of the parties, their successors and assigns. [f ownership
of the Property beeemes vested in a person other than Grantor, Lender, without notice to Grantor, may deal with
Grantor's sucitessors:with reference to this Mortgage and the Indebtedness by way of forbearance or extension
withaut releasifig Grantor from’ the obligations of this Mortgage or liability under the Indebtedness.

Time is of the Essence. Tin";e i3 of the essence in the performance of this Mortgage.

Waive Jury. All partiss to this’ Mortgage hereby waive the right to a in any action, procesding. or

counterclaim brought: by amj party agalnst any other party. {(Initial Here :

Waiver of Homestead Exemptlon Grantor hereby releases and waives 4l rights and benefits of the homestead
exemption laws of the State. of Washmgton as to all Indebtedness secured by this Mortgage.

DEFINITIONS. The following “capitalized ‘words and terms shall have the following meanings when used in this
Mortgage. Unless specifically §tated’to thé gontrary, all references to dollar amounts shall mean amounts in lawful
money of the United States of Amenea “Werds and terms used in the singular shall include the plural, and the plural
shall inciude the singular, as the context may require. Words and terms not otherwise defined in this Mortgage shall
have the meanings attributed to such: terrns |n the Unlform Commercial Code:

Borrower. The word "Borrower":fieans RAINBOW RANCH PROPERTIES, LLC and includes all co-signers and
co-makers signing the Note and all their eueeeseors and assigns.

Default. The word "Default” means the f)efau’i't set fo'rth in this Mortgage in the section titled "Default”.

Event of Default. The words "Event of Default" mean any of the events of default set forth in this Mortgage in the
events of default section of this Mortgage:’ T

Grantor. The word "Grantor™ means RAINBQWK'*RANCH PROPERTIES, LLC.

Guarantor. The word "Guarantor” means an.y:':guarantor, suretv. or accommodation party of any or all of the
Indebtedness.

Guaranty. The word "Guaranty” means the guarantv from Guarﬂntor to Lender, including without limitation a
guaranty of all or part of the Note. A :

Improvements. The word "Improvements™ means all emstlng and future improvements, buildings, structures,
mebile homes affixed on the Real Property, facilities, add|t|ons, replacements and other construction on the Real
Property. 2 I

Indebtedness. The word "Indebtedness” means all prlncma! |nterest and other amounts, costs and expenses
payable under the Note or Related Documents, together with aII renewals: of, extensions of, modifications of,
cansolidations of and substitutions for the Note or Related Documents and” any amounts expended or advanced by
Lender to discharge Grantor's obligations or expenses incurred by Lender ;to enforce Grantor's obligations under
this Mortgage, together with interest on such amounts as provided in this Mortgage. Specifically, without
limitation, Indebtedness includes all amounts that may be mdlrectly secured by the Crcss Collateralization provision
of this Mortgage. . o

Lender. The word "Lender” means PEOPLES BANK, its successors and aseigns
Maortgage. The word "Mortgage™ means this Mortgage between Grantor and Lender

Note. The word "Note" means the promissory note dated September.29, 2005, in_the original principal
amount of $200,000.00 from Grantor to Lender, together with all ranewals of,, extensions of, modifications
of, refinancings of, consolidations of, and substitutions for the promissory: note or ‘agreement. NOTICE TO
GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Parsonal Proparty. The words "Personal Property” mean all egquipment, iixmrés,‘_"and ef_cher‘ .é’r‘ticies of personai
property now or hereafter owned by Grantor, and now or hereafter attached-of_affixed to the Real Property;
together with all accessions, parts, and additions to, all replacements of, and al| substitutions for, any of such
property; and together with all issues and profits thereon and proceeds {including without I|mltatren all insurance
proceeds and refunds of premiums) from any sale or other dispesition of the Property. S

Property. The word "Property” means collectively the Real Property and the Personal Prﬁberty"

Real Property. The words "Real Property” mean the real property, interests and rights, as further deecnbed in this
Mortgage.

Related Documents. The words "Related Documents” mean all promissory notes, credlt agreements, loan
agreements, environmental agreements, guaranties, security agreements, mortgages, deeds-of trist,” security
deeds, collateral mortgages, and all other instruments, agreements and documents, whether new -or hereafter
existing, executed in connection with the Indebtedness. ) g

Rents. The word "Rents" means all present and future rents, revenues, income, issues, rovaltles, melts, and'"
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