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MORTGAGE

DATE: February 27 2006

Reference # (if appllcable} 120107 SE Additional on page
Grantor(s):
1. DEVRIES INVESTMENTS

Grantee(s)
1. Whidbey Island Bank

Legal Description: A PTN OF GL 2 NE 1!4 NW 1/4, 25-34-E W.M.
Additional on page 9

Assessor's Tax Parcel |D#:
340325-0-003-0005
340325-2-001-0003

THIS MORTGAGE dated February 27.'2006,_,i§_;rn_.ade and executed between DEVRIES
INVESTMENTS. & partnership (referred to below as "Grémtor") and Whidbey Island Bank, whose
mailing address is 26317 72nd Avenue NW; Stanwood WA 98292 (referred to below as
"Lender”). A
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MORTGAGE
{Continued) Page 3

' by.ti to Protect. Grantor agrees neither to abandon or leave unattended the Property. Grantor shall do all other
i acts, in_addition to those acts set forth above in this section, which from the character and use of the Property are
e reasonably necessary to protect and preserve the Property.

"DUE ON SALE CONSENT BY LENDER. Lender may, at Lender's option, {A) declare immediately due and payable all

sums Secured by’this Mortgage or (B} increase the interest rate provided for in the Note or other document evidencing
the’ Indebtedness’ and impose such other conditions as Lender desms appropriate, upon the sale or transfer, without
Lender's prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A "sale or
transfer™-means the conveyance of Real Property or any right, title or interest in the Real Property; whether legal,
beneficial or equntable, whether voluntary or involuntary; whether by outright sale, deed, installment sale contract, land
contract, contract for deed, leasehold interest with a term greater than three (3} years, lease-option cantract, or by sale,
assignment; or-tfransfer of:any beneficial interest in or to any land trust holding title to the Real Property, or by any other
method of conveyance of an. interest in the Real Property. If any Grantor is a corporation, partnership or limited liability
company, transfer also includes any change in ownership of more than twenty-five percent (25%) of the voting stock,
partnership interests orlimited:liability company interests, as the case may be, of such Grantor. However, this option
shall not be exercised by Lender-if such exercise is prohibited by federal law or by Washington law,

TAXES AND LIENS_._..:fhe'-.fél_!ow:in:g_:_provisions ralating 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 delinquancy} all taxes, payroll taxes, special taxes,
assessments, water charges-and sewer service charges levied 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 shall
maintain the Property free of any liens having priority over or equal to the interest of Lender under this Mortgage,
except for those liens specifically agreed to in writing by Lender, and except for the lien of taxes and assessments
not due as further specmed in the nght to Contest paragraph.

Right to Contest. Grantor may wnthhofd payment of any tax, assessment, or claim in connection with a good faith
dispute over the cbligation fo_pay, s0 lohg.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 after 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 anycosts and attorneys' fees, or other charges that could accrue as a
result of a foreclosure or sale under the.dién. -In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond furnished |n the contest proceedings.

Evidence of Payment. Grantor shall upon dernand furmsh to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the ‘appropriate- governmental official to deliver to Lender at any time a written
staternent of the taxes and assessments agairist .the Property.

Notice of Construction. Grantor shall notify 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, materiatmen's lien, or
other lien could be asserted on account of the ‘work, services, or materials. Grantor will upon request of Lender
furnish to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such
improvements.

PROPERTY DAMAGE INSURANCE. The following prov_i,si‘bns"'relating to insuring the Property are a part of this
Mortgage: S i

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a replacement basis for the full |nsurable wvalue covering all Improvements on the Real
Property in an amount sufficient to avoid application of any-€oinsurance“clause, and with a standard martgagee
clause in favor of Lender. Grantor shall also procure and maintain comprehénsive general liability insurance in such
coverage amounts as Lender may request with Lender being named as additional insureds in such liability insurance
policies. Additionalty, Grantor shall maintain such other insurance, including but not limited 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 -shail deliver to Lender certificates of coverage
from each insurer containing a stipulation that coverage will not be. cancelled or dlmnnlshed WIthout a minirnum of
ten {10} days' prior writien notice to Lender and not containing any disclaimer of the insurer's liability for failure to
give such notice. Each insurance policy also shall include an endorsamaént providing that coverage in favor of
Lender will not be impaired in any way by any act, omission or default of Grantor of any other person. The Real
Property is or will be located in an area designated by the Director of the ‘Federal Emergency Managsment Agency
as a special flood hazard area. Grantor agrees to obtain and maintain Fedéral-Flood Insurance, if available, for the
full unpaid principal balance of the loan and any prior liens on the property. securlng the loan, up to the maximum
policy limits set under the National Flood Insurance Program, or as otherwise requ:red by Lender, and to maintain
such insurance for the term of the loan. ; :

Application of Proceeds. Grantor shall promptly notity Lender of any Ioss or’ damege to the Property if the
estimated cost of repair or replacement exceeds $1,000.00. Lender may make proof-of loss if Grantor fails to do
so within fifteen {15} days of the casuaity. Whether or not Lender's security is impaired, Lender may, at Lender's
election, receive and retain the proceeds of any insurance and apply the proceeds t0 the ‘feduction of the
indebtedness, payment of any lien atfecting the Property, or the restoration and repair-of. the Property If Lender
elects to apply the proceeds te restoration and repair, Grantor shall repair or replace. the .damaged ot. dastroyed
Improvements in a manner satisfactory to Lender. Lender shall, upon satisfactory proof of stch expendlture, pay
or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if- Grantor is:Tot in default
under this Mortgage. Any proceeds which have not been disbursed within 180 days after their’ receipt and: which
Lender has not committed to the repair or restoration of the Property shall be used first to pay.ahy afnount owung
to Lender under this Mertgage, then to pay accrued interest, and the remainder, if any, shall be”applied ‘{oithe
principal batance of the Indebtedness. If Lender holds any proceeds after payment in full of the Indebtedness, ‘stch
proceeds shall be paid without interest to Grantor as Grantor's interests may appear.

Grantor's Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shail furmsh'ﬁ
to Lender a report on each existing policy of insurance showing: {1) the name of the insurer; “(2)  the risks
insured; (3) the amount of the policy; (4) the property insured, the then current replacement vilug-of such
property, and the manner of determining that value; and (5) the expiration date of the policy. Grantor:ghall, 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 proceeding is cammenced that would materially affect Lender's mterest in

the Property or if Grantor fails to comply with any provision of this Mortgage or any Related Decuments, including but
not limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge or pay under
this Mortgage or any Related Documents, Lender on Grantor's behalf may (but shall not be obligated to} take any action"
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MORTGAGE
{Continued) Page 5

-&eliver, or will cause to be made, executed or delivered, to Lender or to Lender's designee, and when requested by
Lender, cause to be filed, recorded, refiled, or rerecorded, as the case may be, at such times and in such offices

L ant’ places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security

Agreements, financing statements, continuation statements, instruments of further assurance, certificates, and
‘ other documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,

. gerfect, continue, or preserve {1} Grantor's obligations under the Note, this Mortgage, and the Related
_Dpcuments, and (2) the liens and security interests created by this Mortgage as first and prior liens on the
“Property, whether now owned or hereafter acquired by Grantor, Unless prohibited by law or Lender agrees to the
contrary ‘in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
matters referred to in this paragraph.

Attorne'ir-in" Fact. |f-Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so
for and.in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's. attornev-ln -fact for the purpose of making, executing, delivering, filing, recording, and doing all
other things as may be: necessary or desirable, in Lender's sale opinion, to accomplish the matters referred to in
the preceding paragraph

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise parforms all the obligations
imposed upen Grantor under this’ Mortgage, Lender shall execute and deliver to Grantor a suitable satisfaction of this
Mortgage and suitable statements-6f termination of any financing statement on file evidencing Lender's security intstest
in the Rents and the Personal Property, Grantor will pay, if permitted by applicable law, any reasonable termination fee
as determined by Lender from”time'to ti‘me

EVENTS OF DEFAULT. Each of the followmg, at Lender's option, shall constitute an Event of Default under this
Mortgage:

Payment Default. Granter farls to make any payment when due under the Indebtedness,

Default on Other Payments Féilure of Grantor within the time required by this Mortgage to make any payment for
taxes of insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien.

Environmental Default. Failure of any party to-comply with or perform when due any term, abligation, covenant or
condition contained in any enwronmental agreement executed in connection with the Property.

Other Defaults. Grantor fails to! compiy wrth of to perform any other term, obligation, covenant or condition
contained in this Mortgage or in “any. of :the Related Documents or to comply with ar to perform any term,
obligation, covenant or condition contained in any ather agreement between Lender and Grantor.

False Statements. Any warranty, rep_r‘eee'ntat_i.eh of statement made or furnished to Lender by Grantor or on
Grantor's behalf under this Mortgage orthe:Related Documents is false or misleading in any material respect,
either now or at the time made or furnished or becomes false or misteading at any time thereafter.

Defective Collateralization. This Mortgage“or' any of the Related Documents ceases to be in full force and effect
{including failure of any collateral document ta create a valid and perfacted security interest or lien) at any time and
for any reason.

Death or Insolvency. The dissolution or termination of Grantors exlstence as a going business or the death of any
partner, the insolvency of Grantor, the appointment: of 4 receiver for any part of Grantor's property, any
assignment for the benefit of creditors, any type of.Creditor wdrkout, or the commencement of any proceeding
under any bankruptcy or insoivency laws by or agalnst G_rantor o

Creditor or Forfeiture Proceadings. Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or any other method, by any creditor of Grantor 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 shali not appiy if there is a good faith
dispute by Grantor as to the validity or reasonableness of the claim whlch i the basis of the creditor or forfeiture
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 or forfeiture proceeding; in an amount determined by Lender, in its
sole discretion, as being an adequate reserve or bond for the dlspute i

Breach of Gther Agresment. Any breach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace period provided therein, including without limitation any agreement
cancerning any indebtedness ar other ohligation of Grantor to Lender, whether exis.t'in_g now or later.

Events Affecting Guarantor. Any of the preceding events occurs with fegpect t0 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 e death, Lender, at its gption, may, but shall not be
required to, permit the Guarantor's estate to assume unconditionally the obllgatlons arrsmg 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 Grantor's financial condltlon, or Lender helieves 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/ SR g|ven 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: (1) ; cures the défault within
ten {10} days; or {2} if the cure requires more than ten {10} days, immediately initiates steps which’ Lender.deems
in Lender's sole discretion to be sufficient to cure the default and thereafter continues and completes afl reasenable
and necessary steps sufficient to produce compliance as soon as reascnably practical,

RIGHTS AND REMEDIES ON DEFAULT. Upon the occurrence of an Event of Default and at any time thereafter, Lender,
at Lender's option, may exercise any one or more of the following rights and remadies, in addition to any other rlghts or
remedies provided by law: A

Accolorate Indebtedness. Lender shall have the right at its option without notice to Grantor to dectare the? entrre-'
Indebtedness immediately due and payable, including any prepayment penalty which Grantor would bg reqmred to
pay. : .
UCC Remedies. With respect to all or any part of the Personal Property, Lender shall have all the nghts and
remedies of a secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without notice to Grantor, to take possession of the Propertv and
collect the Rents, including amounts past due end unpaid, and apply the net proceads, over and above Lender's .
costs, against the Indebtedness. In furtherance of this right, Lender may require any tenant or other user of the .~

Property to make payments of rent or use fees directly to Lender. If the Rents are collected by Lender, then .-~

ML
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MORTGAGE
(Continued) Page 7

. ""__-"éhoiee of Venue. If there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the

e courts of Snohomish County, State of Washington,

' No Wawer by Lender. Lender shall not be deemed to have walved any rights under this Mortgage unless such
‘waiver is gr\ren in wrltlng and signed by Lender. No delay or omission on the part of Lender in exercising any right
" shall operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Mortgage shall
{ rot prejudice or constitute a waiver of Lender's right otherwise to demand strict compliance with that provision or
Lany other provision of this Mortgage No prior waiver by Lender, nor any course of dealing between Lender and
Graritor, shall:‘congtitute a waiver of any of Lender's rights or of any of Grantor's obligations as to any future
transactrons Whenever the consent of Lender is required under this Mortgage, the granting of such consent bv
lLender in" any. mstance shall not constitute continuing consent to subsequent instances where such consent is
requrred and:jn-all cases such consent may be granted or withheld in the sole discretion of Lender.

Severability. If ‘a court. of competent jurisdiction finds any provision of this Mortgage to be illegal, invalid, or
unenforceable as to any. circumstance, that finding shall not make the offending provision illegal, invalid. or
unenforceable as'to _-én\r: other circumstance. If feasible, the offending provision shaill be considered modified so
that it becomes dlegal, valid and enforceable. If the offending provision cannot be so meodified, it shall be
considered deleted . from “this Mortgage. Unless otherwise required by law, the illegality, invalidity, or
unenforceablhty of any: provrsmn of this Mortgage shall not affect the legality, validity or enforceability of any other
provision of this Mortgage

Merger. There shall be nio merger, of the interest or estate created by this Mortgage with any other interest or
estate in the Property at anv tlme held by or for the benefit of Lender in any capacity, without the written consent
of Lender.

Succassors and Assigna‘ Subject to any limitations stated in this Mortgage on transfer of Grantor's interest, this
Mortgage shall be binding ypon and-inure. to the benefit of the parties, their successors and assigns. |f ownership
of the Property becomes vésted in a pgrson other than Grantor, Lender, without notice to Grantor, may deal with
Grantor's successors with referenceto this Mortgage and the Indebtedness by way of forbearance or extension
without releasing Grantor from the obllgatlons of this Mortgage or liability under the Indebtedness.

Time is of the Essence. Time |s_of the essence ‘in the performance of this Mortgage.

Waiver of Homestead Exemptlorl Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washrngton a8 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 stated to the-contrary,” all references to dollar amounts shall mean amounts in lawful
money of the United States of America. Words and terms used in the singular shall include the plural, and the plural
shall include the singular, as the context may reduirg. Words and terms not otherwise defined in this Mortgage shall
have the meanings attributed to such terms in the Uniform Commercial Code:

Borrower. The word "Borrower” means BEVRIES INVESTMENTS and includes all co-signers and co-makers
signing the Note and all their successors and assrgns

Deafault. The word "Default” means the Default set forth | in. this Mortgage in the section titled "Default”.

Environmental Laws. The words "Environmental Laws" .mean ‘any and all state, federal and local statutes,
regulations and ordinances relating to the protection of human health or the environment, including without
limitation the Comprehensive Environmental Response, ‘Compensation, and Liability Act of 1980, as amended, 42
U.8.C. Section 9801, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Pub. L.
No. 99-499 {"SARA"), the Hazardous Materials Transportation Act AZ,8.C. Section 1801, et seq., the Resource
Conservation and Recovery Act, 42 U.S.C. Section 6901, at seq ar. other appllcable state or federal laws, rules,
or regulations adopted pursuant thereto. .

Event of Default. The words "Event of Defauit” mean any of the ‘avents of default set forth in this Mortgage in the
events of default section of this Mortgage.

Grantor, The word "Grantor" means DEVRIES INVESTMENTS

Guarantor. The word "Guarantor” means any guarantor, suretv,ﬂ 'o'r'eoc'or_nmod_ation party of any or all of the
Indebtedness. :

Guaranty. The word "Guaranty” means the guaranty from Guarantor to Lender lncludmg without limitation a
guaranty of all or part of the Note. VA

Hazardous Substances. The words "Hazardous Substances" mean materrals that because of their quantity,
concentration or physical, chemical or infectious characteristics, may cause or pose a present or potential hazard
to human health or the environment when improperly used, treated, stored, dlsposed of, generated, manufactured,
transported or otherwise handled. The words "Hazardous Substances" are used in their very broadest sense and
include without limitation any and all hazardous or toxic substances, materials or waste as defined by or listed
under the Environmental Laws. The term "Hazardous Substances” also includes.: wrthout Irmltatlon petroleum and
petroleum by-products or any fraction thereof and asbestos. .

Improvements. The word "Improvements” means all existing and future lmprovements, _urldlngs, structures,
mobile homes affixed on the Real Property, facilities, additions, replacements and other constructron on the Real
Property. :

Indebtedness. The word "Indebtedness™ means all principal, interest, and other amounts, tasts . and e£xXpensas
payable under the Note or Related Documents, together with all renewais of, extensions of, modlfmatlons of,
consolidations 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 Grantof's oblrgations under
this Mortgage, together with interest on such amounts as provided in this Mortgage. o .

Lender. The word "Lender” means Whidbey Island Bank, its successors and assigns.
Mortgage. The word "Maortgage” means this Mortgage between Grantor and Lender.

Note. The word "Note" means the promissory note dated February 27, 2006, in the orlglnal prlnclpal.

amount of $200,000.00 from Grantor to Lender, together with all renewals of, extensions of, madifications -~

of, refmancmgs of, consolidations of, and substitutions for the promissory note or agreement. The maturity date of

this Mortgage is March 15, 2011.

Personal Property. The words "Personal Property” mean all equipment, fixtures, and other articles of personal

property now or hereafter owned by Grantor, and now or hereafter attacked or affixed to the Real Property;

together with all accessions, parts, and additions to, all replacements of, and all substitutions for, any of such .~
property; and together with all issues and profits thereon and proceeds lim=bidina withrut Gmitation all meurﬁnce

HARRABANNROA

Skagrt COunty Audltor
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" Schedule “A-1” 120107-SE

" DESCRIPTION:

The North 72 of the lands described as follows:

Lot2 andthe North _V;:'o_fthe Northwest % of Section 25 and the Northeast % of the Northeast % of
Section 26 all.in ToWnshj'p 34 North, Range 3 East, W.M.

EXCEPT that portion thcreof lymg within the boundaries of the Northwest 4 of the Northwest 4 of
Section 25 and the Nonheast % of the Northeast % of Section 26, said Township and Range,

ALSO EXCEPTING that 'por't;ion of Lot 2, Section 25, lying East of the right of way of Dike District No.

AND EXCEPTING all road, ditch and dike rights of way.

Situate in the County of Skagit, State of Washington.
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