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THIS MORTGAGE dated August 1, 2007, is made and executed between WESTERN VALLEY
FARMS L.L.C., a Washington kimited liability company, whose address is 20616 BULSON
ROAD, MOUNT VERNON, WA 98274 (referred to- ‘below as "Grantor”) and Frontier Bank,
whose mailing address is 119 E College Way, PO Box 1124 Mount Vernon, WA 98273
{referred to below as "Lender"). :
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GRANT OF MORTGAGE For valuable consideration, Grantor mortgages and conveys to Lender all of Grantor's right,
title, -and.ifterest in and to the following described real property, together with all existing or subsequently erected or
affixed.buildings, improvements and fixtures; all easements, rights of way, and appurtenances; all water, water rights,
watercourses and ditch rights {including stock in utilities with ditch or irrigation rights); and all other rights, royalties,
and proflts relatmg to the real property, mcludmg without limitation all minerals, oil, gas, geothermal and similar

matters; (the "Real Property”} located in SKAGIT County, State of Washington:

See SCHEDULE. C, which is attached to this Mortgage and made a part of this Mortgage as
if fully set forth hareln

The Real Pro ‘Eert ar.its address is commonly known as 18550 HICKOX ROAD, MOUNT
VERNON, “W, 9Y8274 The Real Property tax identification number is 330506-0-003-008
{P16412) & 330406- 1 -002-0007 (P164.36).

Grantor hereby assigns ad securlty to Lender, all of Granter's right, title, and interest in and to all leases, Rents, and
profits of the Property: This assignment is recorded in accordance with RCW 65.08.070; the lien created by this
assignment Is intended. 1. be specific, perfected and choate upon the recording of this Mortgage. Lender grants to
Grantor a license to- coilect the Rents and profits, which license may be revoked at Lender's option and shall be
automatically revoked upon acceleratien of all or part of the Indebtedness.

THIS MORTGAGE, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, 1S GIVEN TOSEGURE {A) PAYMENT OF THE INDEBTEDNESS AND (B} PERFORMANCE OF
ANY AND ALL OBLIGATIONS UNDER-THE NOTE, THE RELATED DOCUMENTS., AND THIS MORTGAGE. THIS
MORTGAGE IS GIVEN AND ACC'EPTED CN THE FOLLOWING TERMS:

PAYMENT AND PEHFOHMANCE Except as otherwise provided in this Mortgage, Grantor shall pay to Lender all
amounts secured by this Mortgage as they become due and shall strictly perform ali of Grantor's obligations under this
Mortgage.

Praperty shall be governad by the 1o!lowmg prowsmns

Possession and Use. Until the occurrence of an:Event of Default, Grantor may (1} remain in possession and
control of the Property; (2) use, dperateor snanage the Property; and {3} collect the Rents from the Property
{this privilege is a license from Lender to Grantor automatically revoked upon default). The following provisions
relate to the use of the Property or 1o other Ilml‘catlons on the Property.

Duty to Maintain. Grantor shall maintain the Prope_rty in tenantable condition and promptly perform all repairs,
replacements, and maintenance necessary. 1o preserve its value.

Nuisance. Waste. Grantor shall not cause;” corduct of permit any nuisance nor commit, permit, or suffer any
stripping of or waste on or to the Property or any portion of the Property. Without limiting the generality of the
foregoing, Grantar will not remove, or grant to-any other party the fight to remove, any timber, minerals (including
oil and gas), coal, clay, scoria, soil, gravel or rock groducts without Lender's prior written cansent.

Removal of Improvaments Grantor shall not demolish or 'remcve any Improvements from the Real Property
without Lender's prior written consent. As a condition te'the remdyai of any lmprovements, Lender may require
Grantor to make arrangements satisfactory to Lender to replace such Improvements with Improvements of at least
equal value. S

Lender's Right to Enter. Lender and Lender's agents and 'represent'étwes may enter upon the Real Property at all
reasonable times to attend to Lender’s interests and to.. rnspect the Rean' Property for purposes of Grantor's
compliance with the terms and conditions of this Mortgage. . 3

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatsocever who rent, lease or
otherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all governmental authorities applicable to the use or oeeupancy of the Property, including without
limitation, the Americans With Disabilities Act. Grantor may contest in good faith. any such law, ordinance, or
regulation and withhold compliance during any proceeding, including apprapriate’ appeals, so long as Grantor has
notified Lender in writing prior to doing s0 and so leng as, in Lender's sole opinion, Lender's interests in the
Property are not jeopardized. Lender may require Grantor to post adequate securlty or a surety bond, reascnably
satisfactory to Lender, to protect Lender's interest. .

Duty to Protect. Grantor agrees neither to abandon or leave unattended the Propertv Grantor shall do all other
acts, in addition to those acts set forth abave in this section, which from the tharacter and use of the Property are
reasonably necessary to protect and preserve the Property, . 3

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, {A) declaré |rnmediately d‘ue 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 deems appropriate, upan ‘the sale of transfer, without
Lender’s prior written consent, of all or any part of the Real Property, or any interest in the Real Praperty A "sale or
transfer" means the conveyance of Real Property or any right, title or interest in the Real Propértyi whether legal,

beneficial or equitable; whether voluntary or inveluntary; whether by outright sale, deed, |nstallmen‘t gale cofitract, land
contract, contract far deed, leasehald interest with a term greater than three (3) years, lease-option contract or by sale,
assignment, or transfer of any heneficial interest in or to any land trust holding title to the Real Prr;pr.ertyr or by any other
method of conveyance of an interest in the Real Property. If any Grantor is a corporation, partnershrp ar limited-liability
company, transfer also includes any change in ownership of more than twenty-five percent {25%) of the vating. stock,
partnership interests ar limited fiability company interests, as the case may be, of such Grantor, However ‘thlS optnon
shall not be exercised by Lender if such exercise is prohibited by federal law or by Washington law, .

TAXES AND LIENS. The following provisions relating to the taxes and liens on the Property are part of thns Mortgage

Payment. Grantor shall pay when due {and in all events prior to delinquency) all taxes, payroll taxes specral 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 an ar for services rendered or material furnished to the Property. Gfantor shall :
maintain the Property free of any liens having priority over or equal 1o the interest of Lender under this Mortgage,f
except for those liens specifically agreed to in writing by Lender, and except for the lien of taxes and assessments

not due as further specified in the Right to Contest paragraph.

Right to Contest. Grantor may withhold payment of any tax, assessment, of claim in connection with a good falth' i

dispute over the obligation to pay, so long as Lender’s interest in the Property is not jeopardized. If a lien arisesor
is filed as a result of nonpayment, Grantor shali 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 | &

T
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: Lender, ‘deposit with Lender cash or a sufficient corporate surety bond or other security satisfactory ta Lender in an
© : @mount sufficient to discharge the lien plus any casts and attorneys’ fees, or other charges that could acerue as a
“result.of a_foreclosure or sale under the lien. In any contest, Granter shall defend itself and Lender and shall
; satrsfy any adverse judgmant before enforcement against the Property. Grantor shall name Lender as an additional
obhgee under any surety bond furnished in the contest proceedings.

Evrdence of Payment. Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental official to dsliver to Lender at any time a written
statement of: 'the taxes and assessments against the Property.

Notrce of Constructlon Grantor shall notify Lender at least fifteen (15) days before any work is commenced, any
services are “furnishied,. or any materials are supplied to the Property, if any mechanic's lien, materialmen’s lien, or
other liep 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 INSURANGE The following provisions relating to insuring the Property are a part of this
Mortgage:

Maintenance of lnsurance 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 suffrment to avoid application of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender:” Grantor shall also procure and maintain comprehensive general liability insurance in such
coverage amounts as Lender may request with Lender bemg named as additional insureds in such liability insurance
policies. Addrtlonallv, Grantor -shallmaintain such other insurance, including but not limited to hazard, business
interruption and boiler msurance 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 containinga stipulation that coverage will not be cancelled or diminished without a minimum of
thirty {30) days' prior writtén notice to Lender and not containing any disclaimer of the insurer's liability for failure
to give such notice. Each insurance_ poilcy also shall include an endorsement providing that coverage in favor of
Lender will not be impaired in any way-by any act, omission or default of Grantor or any other parson. The Real
Property is or will be located in an area designated by the Director of the Federal Emgrgency Management Agency
as a special flood hazard area. Grantor. agrees, 1o obtain and maintain Federal Flood Insurance, if available, for the
full unpaid principal balance of the gan 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 otherwise required by Lender, and to maintain
such insurance for the term of the loan. o

Application of Proceeds. Grantor shall promptiy no'ufy Lender of any loss or damage to the Property. Lender may
make proof of loss if Grantor fails to do. so within-fifteen {15) days of the casualty. Whsther or not Lender’s
security is impaired, Lender may, at Lender's élection, receive and retain the proceeds of any insurance and apply
the proceeds to the reduction of the Indebtedness payment of any lien affecting the Property, or the restoration
and repair of the Property. If Lender elects to apply the proceads to restoration and repair, Grantor shall repair or
replace the damaged or destroyed Improvements in @ manner satisfactory to Lender. Lender shall, upon
satisfactory proof of such expendrture, pay or reimburse Grantor from the proceeds for the reasonable cost of
repaif 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 to the repair or restoration of the Property
shall be used first to pay any amount owing to Lender undef this Martgage, then to pay accrued interest, and the
remainder, if any, shall be applied to the principal balance’of the Indebtedness. If Lender holds any proceeds after
payment in full of the Indebtedness, such proceeds shall be pald wrthout interest to Grantor as Grantor's interests
may appear.

Grantor's Report on Insurance. Upon request of Lender, how‘e\;rer ndt more 'than once a year, Grantor shall furnish
to Lender a report on each existing policy of insurance showing: 11) the name of the insurer; {2} the risks
insured; (3} the amount of the policy; (4) the property insired, the then current replacement value of such
property, and the manner of determining that value; and {5} the expiration:date of the policy. Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender determlne the cash value replacement cost
of the Property. . . .

LENDER'S EXPENDITURES. If any action or proceeding is commenced thet wo.uld .mate_rié-lly affect Lender's interest in
the Property or if Grantor fails to comply with any provision of this Mortgage :or any Related Documents, including but
not limited to Grantor's failure to discharge or pay when due any amounts Grantgr is required to discharge or pay under
this Mortgage or any Related Documents, Lender on Grantor's behalf may (but shall not be obllgated to) take any action
that Lender deems appropriate, including but not limited to discharging or paying..all taxes, liens, security interests,
encumbrances and other claims, at any time levied or placed on the Property and paying all costs for insuring,
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 Lepder to the date of repayment by
Grantor. All such expenses will become a part of the Indebtedness and, at Lender's aption, w’ll {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; ‘Br-“{2) the Termaining 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 shall be in addition to all other rights,-an__r__j--'reniedies to which
Lender may be entitled upon Default. e

WARRANTY; DEFENSE OF TITLE. The foillowing provisions relating to ownership of the Property are 8 part of this
Morigage:

Title. Grantor warrants that: ({a} Grantor holds good and marketable title of record to the Propertv'in fge sii'nple,
free and clear of all liens and encumbrances other than those set forth in the Real Property description of inany
title insurance policy, title report, or final title opinion issued in favor of, and accepted by, Lendersin connection
with this Mortgage, and (b} Grantor has the full right, power, and authority to execute and deliver thls Mortgage a¢:]
Lender. .

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will foreVer'defend the ;
title to the Praperty against the lawful claims of all persons. In the event any action or proceeding is: commenced i
that questions Grantor's title or the interest of Lender under this Mortgage, Grantor shall defend thé action at‘_--f
Grantor's expense. Grantor may be the nominal party in such proceeding, but Lender shall be entitled to
participate in the proceeding and to be represented in the proceeding by counsel of Lender's own choice, and .©
Grantor will deliver, or cause to be delivered, to Lender such instruments as Lender may request from time to tlme‘ o
to permit such participation. A

Compliance With Laws. Grantor warrants that the Property and Grantor's use of the Property complies wrth all

existing applicable laws, ordinances, and regulations of governmental authorities.
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-Sur‘vi_va‘I of Representations and Warranties. All representations, warranties, and agreements made by Grantor in
¢ !this-Mortgage shall survive the execution and delivery of this Mortgage, shall be continuing in nature, and shall
< remaip-in-full force and effect until such time as Grantor's Indebtedness shall be paid in full.

C"ZONDEi\"A':NATiOH'.: The following provisions relating to condemnation proceedings are a part of this Mortgage:

Proceadings. 1 any proceeding in condemnation is filed, Grantor shall promptly notify Lender in writing, and
Grantor shall promptly take such steps as may be necessary to defend the action and oblain the award. Grantor
n"la"i'_. be the neminal party in such proceeding, but Lender shall be entitled to participate in the proceeding and to be
represerited-in the ‘proceeding by counsel of its own choice all at Grantor's expense, and Grartor will deliver or
cause-to'be délivered to Lender such instruments and documentation as may be requested by Lender from time to
time to permit such participation.

Application-of Net Proceeds. |f all or any part of the Property is condemned by eminent domain proceedings or by
any procéeding or purchase in lieu of candemnation, Lender may at its slection requira that all or any portion of the
net proceeds of the &ward:be applied to the Indsbtedness or the repair or restoration of the Property. The net
proceeds of the awérd:-éhall'"mean the award after payment of all reasonable costs, expenses, and attorneys’ fees
incurred by Lendsr imiconnegtion with the condemnation.

IMPOSITION OF TAXES, FEES AND.CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating
to governmental taxes, fees and gharges are a part of this Mortgage:

Current Taxes, Fees and. Charges. Upon request by Lender, Grantor shall execute such documents in addition to
this Mortgage and take wiiatgver other action is requested by Lender to perfect and continue Lender’s lien on the
Real Property. Granto.r. ‘shall reimburse Lender for all taxes, as described below, together with all expenses
incurred in recording, perfecting of Gontinuing this Mortgage, including without limitation all taxes, fees,
documentary stamps, and gther charges:for recording or registering this Mortgage.

Taxes. The following shall constitute-taxes to which this section applies: {1} a specific tax upon this type of
Martgage or upen all or any part:of the: Indebtedness secured by this Mortgage; (2} a specitic tax on Grantor
which Grantor is autharized or-required to deduct from payments on the Indebtedness secured by this type of
Mortgage; {3} a tax on this type ‘qf" Mortgage chargeable against the Lender or the holder of the Note; and (4) a
specific tax on all or any portion of the Indebtedriess or on payments of principal and interest made by Grantor.

Subsequent Taxes. !f any tax to which this-§action applies is enacted subsequent to the date of this Mortgage,
this event shall have the same effect.as an Event of Default, and Lender may exercise any or all of its available
remedies for an Event of Default as provided below unless Grantor either (T} pays the tax before it becomes
delinquent, or (2) contests the tax as provided above. in the Taxes and Liens section and deposits with Lender
cash or a sufficient corporate surety bond or ather.gecurity satisfactory 1o Lender.

SECURITY AGREEMENT: FINANCING STATEMEI:\I'I_'S'.'" _The following provisions relating 1o this Mortgage as a security
agreement are a part of this Mortgage:

Security Agreement. This instrument shall 'c_oﬁstitute a Security Agreement to the extent any of the Property
constitutes fixtures, and Lender shall have ail of the rights of a secured party under the Uniform Commercial Code
as amended from time to time. A

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lender to perfsct
and continue Lender's security interest in the Rents and.Personal Property. In addition to recording this Mortgage
in the real property records, Lender may, at any time and.without further authorization from Grantor, file executed
counterparts, copies or reproductions of this Mortgage . as: a financing statement. Grantor shall reimburse Lender
for all expenses incurred in perfecting or continuing this ‘security‘intérest. Upon defauit, Grantor shall nat remove,
sever or detach the Parsanal Property from the Property. Upon défallt, Grantor shall assemble any Personal
Property not affixed to the Property in a manner and at a place reasonably convenient to Grantor and Lender and
make it available to Lender within three {3} days after receipt of written demand from Lender to the extent
permitted by applicabie law. £ Do

Addresses. The mailing addresses of Grantor (debtor) and 'E,Lénder (___séc;i"red party) from which information
concerning the security interest granted by this Mortgage may:be.ebtainéd (each as required by the Uniform
Commercial Code) are as stated on the first page of this Mortgage. .. .=~ .~ ©

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating, to further assurances and
attorney-in-fact are a part of this Mortgage: i I

Further Assurances. At any time, and from time to time, upon request of Lender, Grantar will make, execute and
deliver, 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
and 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 apinicn of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserve {1}  Grantor's obligations under the Note, thig Mortgage, .and the Related
Documents, and (2) the liens and security interests created by this Mortgage. ag first and“priar liens on the
Property, whether now owned or hereafter acquired by Grantar. 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.

Attorney-in-Fact. |f Grantor fails to do any of the things refetred 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 jrrelocably appoints
Lender as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recording; and.foing all
other things as may be necessary or desirable, in Lender's sole opinion, to accomplish the m-étt_er's referred tg in
the preceding paragraph. i S

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all the obligations
imposed upon Grantor under this Mortgage, Lender shall execute and deliver to Grantor a suitable satisfaction of this -
Martgage 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 terminationfeg
as determined by Lender from time to time, we A

EVENTS OF DEFAULT. Each of the following, at Lender’s option, shall constitute an Event of Default U'f.\.der:‘:this:-"
Moartgage: i

Payment Default. Grantor fails to make any payment when due under the Indebtedness.

Default on Other Payments, Failure of Grantor within the time required by this Mortgage to make any paymeﬁ't._fbr.
taxes of insurance, or any other payment necessary to prevent filing of or 1o effect discharge of any lien.

i ll!)“]{l)w l‘!}“ mEl'M MWM
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_Iénvi?oli'ﬁiental Default. Failure of any party to comply with or perform when due any term, obligation, covenant or
/[ wondition contained in any environmental agreement executed in connection with the Property.

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

Defauit in Favor of Third Parties. Should Grantor default under any loan, extension of credit, security agreement,
purchase of sales agreement, or any other agreement, in favor of any other creditor or person that may materially
affect-any of Grartor's property or Grantor's ability to repay the Indebtedness or Grantor's ability to perform
Gratitor's obllgatmns under this Mortgage ar any related document.

False Statements “Any warranty, representation or statement made or furnished to Lender by Grantor or on
Grantor's bshalf ‘under this Mortgage or the Related Documents is false or misleading in any material respect,
either now or at'the tame made aor furnished or becomes false or misleading at any time thereafter.

Defective Cnllaterallzatlonw -This Mortgage or any of the Related Documents ceases to be in full force and effect
{ingluding fallure Gf any. collateral document to create a valid and perfected security interest or lien) at any time and
for any reason.. . .

Death or Insnlvancy The dlssolutmn of Grantor's {regardless of whether election to continue is madel, any
member withdraws from the limited liability company, er any other termination of Grantor's existence as a going
business or the death of:any member, the insolvency of Grantor, the appointment of a receiver for any part of
Grantor's property, any | asslgnment for the benefit of creditors, any type of creditor workout, or the
commencement of any, proceedlng wundéer any bankruptcy or insclvency laws by or against Grantor.

Creditor or Forfeiture Proceedmgs Cofhmencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, setf-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 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 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 adequ’ate reservé or:bond for the dispute.

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace perlod provided therein, including without limitatien any agreement
concerning any indebtedness or other obllgatlon of Gramor to Lender, whether existing now or later.

Events Affecting Guarantor. Any of the’ precedmg gvents occurs with respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or bacomeés incompetent, or revokes or disputes the validity of, or liability
under, any Guaranty of the Indebtedness. Ih the event of a death, Lender, at its option, may, but shall not be
required to, permit the Guarantor's estate to assume unconditicnally 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 ogcurs in Grantor's financial condition, or Lender believes the
prospect of payment or performance of the Indebtedness is ippaired.

Right to Cure. If any defauit, other than a default in paymént-'l’s 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: {1} cures the default 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 alf reasonable
and necessary steps sufficient to produce compliance as soon as reasonably 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 mare of the following nghts and remedles, in addition to any other rights or
remedies provided by law: L -

Accelerate Indebtedness. Lender shall have the right at its optioh_,_\i\‘r'ithbt_.!t-’nqtice'-1:,0 Grantor to declare the entire
Indebtedness immediately due and payable, including any prepaymént -pénaltv_l_that Grantor would be required to
pay. :

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

Callect Rents. Lender shall have the right, without notice to Grantor to take possessmn of the Property and
collect the Rents, including amounts past due and unpaid, and apply the nét- proceeds. over and above Lender's
costs, against the Indebtedness. In furtherance of this right, Lender may requireany tenant or other user of the
Property to make payments of rent or use fees directly to Lender, |f the Rents. are collected by Lender, then
Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse ms__trume_nts____rece_wed in payment
thereof in the name of Grantor and to negotiate the same and collect the proceeds, “Payments by tenants or other
usars to Lender in response to Lender's demand shall satisfy the obligations for which. the payments are made,
whether or not any proper grounds for the demand existed. Lender may exercise its rights undar thrs subparagraph
gither in person, by agent, or through a receiver. R

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possessmn of afl’or arw part of
the Property, with the power to protect and preserve the Property, to operate the Property preceding orf pending
foreclosure or sale, and to collect the Rents from the Property and apply the proceeds, over. and @b’bve the cost of
the receivershig, against the Indebtedness. The receiver may serve without bond if permitted by daw, Llender's
right to the appointment of a receiver shall exist whether or not the apparent value of the Property exceéds the
Indebtedness by a substantial amount. Employment by Lender shall not disqualify a person from serving as'a
receiver. R

Judicial Foreclosure. Lender may obtain a judicial decree foreclosing Grantor's interest in all or 'ém'y part 61’ th_e
Property. % ’

Nonjudicial Sale. If permitted by applicable law, Lender may foreclose Grantor's interest in all or in any part of the
Perscnal Property or the Real Property by non-judicial sale. : ;

Deficiency Judgment. If permitted by applicable law, Lender may obtain a judgment for any deficiency rem'aining in:.
the Indebtedness due to Lender after application of all amounts received from the exercise of the rights prowded in -
this section. &

Tenancy at Sufferance. I|f Grantor remains in possession of the Property after the Property is sold as proviﬂéd
above or Lender otherwise becomes entitled to possession of the Property upon default of Grantor, Grantor shall

LT

Skagit County Auditor
8/15/2007 Page 5cof 10 1:47PM



MORTGAGE
{Continued) Page 6

.;become a tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, either (1)
Fipay-a reasonable rental for the use of the Property, or {2} vacate the Property immediately upon the demand of
" Lender:
OthEr_-:R"erne_dies. Lender shall have all other rights and remedies provided in this Mortgage or the Note or available
at law or in equity.

Sale of the Property To the extent permitted by applicable law, Grantor hereby waives any and all right to have
the Property marshalled. In exercising its rights and remedies, Lender shall be free to sell all or any part of the
Property together or, separately, in one sale or by separate sales. Lender shall be entitled to bid at any public sale
on alt-or-any portron of the Property.

Notice of Sale. ‘Lender:shall give Grantor reasonable notice of the time and place of any public sale of the Personal
Property or-of thé time after which any private sale or other intended disposition of the Personal Property is to be
made. Réasonable noticé:shall mean notice given at least ten (10) days before the time of the sale or dispasition.
Any sale of the Personal Property may be made in conjunction with any sale of the Real Property.

Election of Remedies Electlon by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and
an election to miake expenditures or to take action ta perform an obligation of Grantor under this Mortgage, after
Grantor's failure-to perform, shall not affect Lender's right to declare a default and exercise its remedies. Nothing
under this Mortgage or btherwise shall be construed so as to limit or restrict the rights and remedies available to
Lender following an Event.0f Default, or in any way ta limit or restrict the rights and ability of Lender to proceed
directly against Grantor, andlor against any other co-maker, guarantor, surety or endorser and/or to proceed against
any other collateral dnrectly or lndlrectly securing the Indebtedness.

Attorneys' Faes; Expenses. I Lendef institutes any suit or action to enforce any of the terms of this Mortgage,
Lender shall be entitled to: recaver such sum as the court may adjudge reasonable as attorneys’ fees at trial and
upon any appeai. Whether ~or not any court action is involved, and to the extent not prohibited by law, ali
reasonable expenses Lender ingurs thatinLender's opinion are necessary at any time for the protection of its
interest or the enforcement of.its rights‘shall become a part of the Indebtedness payable on demand and shall bear
interest at the Note rate from the daté of-the expenditure until repaid. Expenses covered by this paragraph include,
without limitation, however subject to”any limits under applicable law, Lender's attorneys' fees and Lender's legal
expenses, whether or not there is-a lawsuit, mcludlng attorneys' fees and expenses for bankruptcy proceedings
{including efforts to modify or vacate-any autgmatic stay or injunction}, appeals, and any anticipated post-| judgment
collection services, the cost of searching records, obtaining title reports {including foreclosure reports), surveyors'
reports, and appralsal fees and title insurance, to the extent permitted by applicable law. Grantor also will pay any
court costs, in addition to all other sums prowded bv Iaw

NOTICES. Subject to applicable law, and except for, notloe required or allowed by law ta be given in another manner,
any notice required to be given under this Mortgage; ineluding without {imitation any notice of default and any notice of
sale shall be given in writing, and shall be effective-when actually delivered, when actually received by telefacsimile
{uniess otherwise required by law}, when deposited "with a nationally recognized overnight courier, or, if mailed, when
deposited in the United States mail, as first class, certified or registered mail postage prepaid, directed to the addresses
shown near the beginning of this Mortgage. All copies:of notices of.foreclosure from the holder of any lien which has
priority over this Mortgage shall be sent to Lender's address, as showrinear the beginning of this Mortgage. Any party
may change its address for notices under this Mortgage by givirg formal, written notice to the other parties, specifying
that the purpose of the notice is to change the party's address,. ‘For notice purposes, Grantor agrees to keep Lender
informed at all times of Grantor's current address. Subject:to applicable law, and except for notice required or allowed
by law to be given in ancther manner, if there is more than one Grantor, any notice given by Lender to any Grantor is
deemad to be notice given to all Grantors. . :

ADDITIONAL PROVISIONS. All equipment, machinery, appllances. and tools which are part of the dairy facility including
without limitation: Milking Stalls, milking units with claws, auto take-offs; ‘milk. pipeline, milk receivers and filter. bulk
tank and refrigeration units, heat exchange, hot water tanks, vacuum pumps and'lines, back flush system, all pumps
and motors used in milking systems, electrical units, portable generator, crowd gates, generators, and feed system.
Also together with all property and good similar to those described hersin which at any time may be acquired by
debtors {s), inciuding, but not imited to all additions, replacements, substitutions.and accessions thereof.

All Equipment, machinery, appliances, and tools which are a part of the-barn "flosh. system and manure separating
system including without limitation all pumps, motors, flow meters, electrical “systems, gates, manure separator,
conveyor and pipelines. Also, together with all property and goods similar to those described herein which at any time
may be acquired by debtors, including, but not limited to all additions, raplacaments. substltutlons. and accessions
thereof. :

All irrigation pumps, motors, mainline, and fixtures. Also, together with aII prop"erty 'énd"' goods similar to those
described herein which at any time may be acquired by debtors, including, but not Ilmlted to- all addltlons, replacements,
substitutions, and accessions thergof.

MISCELLANEQUS PROVISIONS. The following miscellaneocus provisions are a part of thls Mortgage

Amendments. This Mortgage, tegether with any Related Documents, constitutes the ent|re-- understanding and
agreement of the parties as to the matters set forth in this Mortgage. No alteration of of amendment to this
Mortgage shall be effective unless given in writing and signed by the party or parties sought to be charged or
bound by the aiteration or amendment. : E T

Annual Reports. If the Property is used for purposes other than Grantor's resndence Grantor shall furmsh to
Lender, upon request, a certified statement of net operating income received from the Pro__pertv durlng Grantor's
previous fiscal year in such form and detail as Lender shall require. "Net operating incomg" shal. fnean-all: cash
receipts from the Property less all cash expenditures made in cannection with the operation of the Property

Caption Headings. Captlon headlngs in this Mortgage are for convenience purpases only and are not to be used to
interpret or define the provisions of this Mortgage. S

Governing Law. This Mortgage will be governed by federal law applicable to Lender and, to the extent not "'::_
preampted by federal law, the laws of the State of Washington without regard to its conflicts of law* prowslons ¢
This Mortgage has been accepted by Lendar in the State of Washington. £7

Choice of Venue. [f there is a lawsuit, Grantor agrees upan Lender's request to submit 1o the |unsd|ct|on of the:
courts of Skagit County, State of Washington. oo

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Mortgage unless sucﬁ: .

waiver is given in writing 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

not prejudice or constitute a waiver of Lender's right otherwise to demand strict compliance with that provision or
any other provision of this Mortgage. No prior waiver by Lender, nor any course of dealing between Lender and .+

A
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.Grantor shall constitute a waiver of any of Lender's rights or of any of Grantor's obligations as to any future

¢ /tfapsactions. Whenever the consent of Lender is required under this Mortgage, the granting of such consent by
" Lehder-in-any instance shall not constitute continuing consent to subsequent instances where such consent is
reqmred and:i in all cases such consent may be granted or withheld in the sole discretion of Lender.

Severablllty If a court of campetent jurisdiction finds any provision of this Mortgage to be illegal, invalid, or
dnénforceable jas to any circumstance, that finding shall not make the offending provision illegal, invalid, or
une_nforceable_ as to any other circumstance. |If feasible, the offending provision shall be considered modified so
that it _bécomes dJegal, valid and enforceable. If the offending provision cannot be so modified, it shall be
consrdered deleted™ from this Mortgage. Unless otherwise required by law, the illegality, invalidity, or
unenfdrceability 6f‘ary provision of this Mortgage shall not affect the legality, validity or enforceability of any other
prcwrsmn of this Mortgage

Merger. - There shall be no merger of the interest or estate created by this Mortgage with any other interest or
gstate 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. Assrgns Subject to any limitations stated in this Mortgage on transfer of Grantor's interest, this
Mortgage shall:be-binding upeh and inure to the benefit of the parties, their successors and assigns. |f awnership
of the Property becomes: vested in a person other than Grantor, Lender, without notice to Grantor, may deal with
Grantor's successors with réferénce to 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. Tume i§ o' 'he essence in the performance of this Maortgage.

Waiver of Homestead Exemptlon Grantor hereby releases and waives all rights and benefits of the homastead
exemption laws of the State :of Washipgton as to all Indebtedness secured by this Mortgage.

DEFINITIONS. The following ‘cdpitalized® words and terms shail have the foliowing meanings when used in this
Mortgage. Unless specifically statedto the-contrary, all references to dollar amounts shall mean amounts in lawful
money of the United States of Arnerica, Words and terms used in the singular shall include the plural, and the plural
shall include the singular, as the context may require. Words and terms not otherwise defined in this Mortgage shall
have the meanings attributed to such terms in the Umforr'n Commercial Code:

Borrowar., The word "Borrower” means MWESTERN VALLEY FARMS L.L.C. and includes all co-signers and
co-makers signing the Note and all their-successors and assigns.

Default. The word "Default” means the Defaulf set forth in this Mortgage in the section titled "Defauit™.

Event of Default. The words "Event of Default mean any of the events of default set forth in this Mortgage in the
events of defauit section of this Mortgage. ¢ .

Grantor. The word "Grantor”™ means WESTERN VALLEY FARMS L.L.C..

Guarantor. The word "Guarantor” means any guarantor. surety, or accommodation party of any or all of the
Indebtedness.

Guaranty. The word "Guaranty” means the guaranty from Guarantor to Lender, including without limitation a
guaranty of all or part of the Mote. :,

Improvements. The word "Improvements” means all- exis"ting and' future improvements, buildings, structures,
mobile homes affixed on the Real Property, facilities, addrtrons, replacements and other construction on the Real
Praperty.

Indebtedness. The word "Indebtedness” means all prmcrpal, mterest “and other amounts, costs and expenses
payable under the Note or Related Documents, together with allf remewals of, extensions of, modifications 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 Grantor's obligations under
this Mortgage, together with interest on such amounts as prowded |n this Mortgage

Lender. The word "Lender” means Frontier Bank, its successors and asslgns. e
Mortgage. The word "Mortgage” means this Mortgage between Grantor and 'Lender"-

Nate. The word "Note" means the promissory note dated August 1, 2007, ln the orrglnal principal amount
of $742,000.00 from Grantor to Lender, together with all renewal$ of, extersions of, modifications of,
refinancings of, consolidations of, and substitutions for the promissory note or agreement The maturity date of
this Mortgage is September 1, 2012, : : ;

Personal Property. The words "Personal Property” mean all equipment, flxt'ures and other articles of perscnal
property now or hereafter owned by Grantor, and now or hereafter attached ar affixed tq. the Real Property;
together with all accessions, parts, and additions te, all replacements of, and a!I substrtutlons for, any of such
property: and together with all issues and profits thereon and proceeds (lncludmg wnhout Ilmltatron all insurance
proceeds and refunds of premiums) from any sale or other disposition of the Property A

Property. The word "Property” means collectively the Real Property and the Personal Pmperty
Real Property. The words "Real Property” mean the real property, interests and rlghts as further desarrbed in this
Mortgage. R :

Related Documents. The words "Related Documents” mean all promissory notes, cr-edit _agreérnEnts, loan
agreements, environmental agreements, guaranties, security agreements, mortgages, deeds” of tuist, security
deeds, collateral mortgages, and all gther instruments, agreements and documents, whether now or hereafter
existing, executed in connection with the Indebtedness, : i

Rents. The word "Rents" means all present and future rents, revenues, income, issues, royalttes ;---profrts, arrd
other benefits derived from the Property. L
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GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS MORTGAGE, AND GRANTOR AGREES
TO ITS TERMS, . -

GRANTOR:

J 2 ERN VALLEY FARMS L.L.C.

TEHN VALLEY FARMS L.L.C.

STATE OF | MZ}:IJ ”y\ }

COUNTY OF %\l{fd

On this }{’/}—L day of

. befare me, the undersigned

Notary Public, personally appeared DAVID L. "BQ :- 1il RN VALL FARMS L.L.C., and personally
known to me or proved to me on the basis of sat fac ory e h member or designated agent of the limited
liabitity company that executed the Mortgage and, q M tga g 10 be the free and voluntary act and

ganization or its eperating agreement, far
authorized to execute this Mortgage and

Notz (¢ in and for the State of%ﬁf} 711/\ My commission expires Ei YZ b

LIMITED,LIABILITY COMPANY ACKNOWLEDGMENT

STATE OF Ml 7 ?7 or—- )
o
COUNTY OF (\&L\d é} i i

_ kz,« |
On this }LL day of ; Q% befgre me, the undersigned
Notary Public, personally appeared JEFFREY) S ; ) ; ES RN VAI.L Y FARMS L.L.C., and personally
known to me or proved to me on the basis 4f sa a mamber of designated agent of the limited

gage to be the free and :voluntary act and
#t arganizatian ‘or its operatmg agreement, for
he is au‘thcnzed A execute this ‘Mortgage and

Residing at Zﬂ&w‘ }’J&V’D

My commission expurss ;

liability company that executed the Mortgage
deed of the limited liability company, by authiri
the uses.and pupUses therein mentioned, and

T
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LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

STATE.OF. [/ljlfél/» 1}3/‘\—- )
couuw OF . % V\, lL
On this /q% : day of /J(l A , before me, the undersigned

Notary Publlc, personally appeared STEVEN E. | foe ER A VALLEY FARMS L.L.C., and personally

icles fﬁoramzatlon or its operatmg agreement, for

Residing at %N@i
My commission expires (L[I{r/ } O

OF WAS*"«;O

On this Iq ‘ﬂ,\ day of J . before me, the undersigned
Notary Public, personally appeared YVONNE G .;; : g STERN VALL Y FARMS L.L.C., and personally
known 10 me or praoved to me on the basis of, sat,; i he a member or designated agent of the fimited

b 3 prigage to be the free and voluntary act and

i »- - j B i tlhk IE;' 1 ¥ ]
By /] . i — y . Residing at %"'M
j s ' My commission expires [(J dl@

LASER PRO Landing, Yer. 5.37.00.002 Copr. Harisnd Finangiel Sokutions, Inc. 1837, 2007. AN RightsRegarved. - WA CAGFALPLIGDI FC TR-45085 PR-COMLALOC
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.+ Qrder No: 91909

Schedule “C”
Legal description

The".l_énd_ referred to in this report/policy is situated in the State of Washington, County of Skagit, and is
described as follows: -

Governmeént Lot ?;_:a:z}ci"'ﬁ'é}e: Southwest ¥4 of the Northeast ¥4 of Section 6, Township 33 North, Range 4 Hast,
WML, e

EXCEPT road and ditch -Ifi-gh§.f:§.-*(,}f~¥"\.i2!}’1
AND EXCEPT the following desciibed tract

That portion conveyed to John 8. Haines and Ruth Haines, husband and wife, by deed recorded March 15,
2004, under Anditor's File No: 200403150115, records of Skagit County, Washington, being more
particularly deseribed as followsy™ 7

That postion of Government Lot 2. Section 6. Township 33 North, Range 4 Dast, WM., described as follows:
e Section- ! g

Beginning at the South line of Hickox Roadand the Bast line of Government Lot 2 of said Section 6, said
point being 26 feet South of the Northeast carner of said Government Lot 2; thence South 85°317137 West
along the South Jine of Hickox Road, a distance of 780.22 feet: thence South 007057007 “vnst g distance of
149,15 feet; thence South 38187487 Hast, a G;simu, of 62.11 feet; thence South 897187227 East, a distance
of 367.28 feet; thence South 02°35'57 Hast, a distance of Hb.d.:a feet; thence North 899317137 Bagh, a
distance of 395.05 feet to the Fast line of said Governmient Lof 22 thence North 04722°57” West along said
Fast line of Government Lot 2, a distmee of 354.89 im% 1o ihg p{;wi of beginning of this description.
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