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MORTGAGE

DATE: October 18, 2066

Reference # {if apphcab[e) 122982 S Additional on page
Grantor{s):
1. SAKLAND ENTERPHISES LLC

Grantee(s} E
t. Whidbey Island Bank

Legal Description: PTN SW 1/4 24 35- 3 E W.M. (AKA LOTS 2 & 3, SP #PL-00-0224} AND
FTN NW 1/4 NW 1/4, 26-35-3 [AKA PTN LOT 2, SP #1-84).
Additional on page 2

Assessor's Tax  Parcel 1D#: _;':.-'350-3"_24‘-3-005-0007, 350324-3-004-0100  AND
360325-2-003-0109 W

THIS MORTGAGE dated October 18, 2006 is made and executed between SAKLAND
ENTERPRISES, LLC, a Washington Limited Liability Company {referred to below as "Grantor™)
and Whidbey Island Bank, whose mailing address-is.- 1800 S. Burlington Ave., P.O. Box 302,
Burlington, WA 98233 {referred to below as "Lender").
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MORTGAGE
{Continued) Page 3

_"ag_ai-hs__tiender tor indemnity or contribution in the event Grantor becomes liabie for cleanup or other costs under
‘ anhy such laws; and (2] agrees to indemnify, defend, and hold harmless Lender against any and &l claims, losses,
¢ lLabilities, daimages, penalties, and expenses which Lender may directly or indiractly sustain or suffer resulting from
% .8 breach af-1his section of the Morigage or as a consequence of any use, generation, manufacture, storage,
" disposal. reledse or threatened release occurring prior 10 Grantor's ownership ot interest in the Property, whether
orindgt the safe was or should have been known to Grantor. The provisions of this section of the Mortaage,
inéluding the obligation to indemnify and defend, shall survive the payment of the Indebtedness and the satisfaction
and ;'ec.onv,ei,ran'ce of the lien of this Mortgage and shall not be affected by Lender's acquisition of any interest in
the Property, swhether. by foreclasure or otherwise.

Nuisance, Waste. < Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any
stripping of-Hr waste en“or to the Property or any portion of the Property, Without limiting the generality of the
turegoing; Gramér will not remove, or grant to any other party the right to remove, any timber, minerals {including
oil and gasy coal, ‘clay, scotia, soil, gravel or rack products without Lender's prior written consent,

Removal of lmpro&eméﬁts.. "':_Grantor shall not demolish or remove any Imprevements from the Real Property
without Lender's prior written consent. As a condition to the remaoval of any Improvements, Lender may require
Grantor to make siramjements, satisfactory to Lender to replace such Improvements with Improvements of at least
equal value. ok T

Lender's Right to Enter. [andsr and Lender's agents and representatives may enter upon the Rea! Property at ali
reasonable times ta attend“to;Lendar's interests and 1o inspect the Real Property for purposes of Grantor's
compliance with the terms and conditions of this Mortgage.

Compliance with Governimental Reqguirements.  Grantor shall promptly comgply, and shall promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatsaever who rent, lease or
otherwise use or occupy the Property in any manner, with ali laws, ordinances, and regulations, now or hereafter
in affect, of ali governmental ;authorities: applicable to the use or occupancy of the Property, including without
limitation, the Americans With:Disabilities Ac¢t. Grantor may contest in good faith any such law, ordinance, or
rogulation and withhold compliance:during any proceeding, including appropriate appeals, so long as Grantor has
notified Lender in writing prior ‘to-doing so and so long as, in Lender's sole opinion, Lender's interests in the
Property are not jeopardized. Lender may require Grantor to post adequate security of a surety bond, reasonably
satisfactary to Lender, to protect Léndei's interest.;

Duty to Protect. Grantor agrees né'i‘t_her té_:abaﬁi‘}qn: or leave unattended the Property. Grantor shall do all other
acts, in addition to those acts set forth above in' this section, which from the character and use of the Property are

reasonably necessary to protect and preserve ‘the:Property.
TAXES AND LIENS. The following provisions rel_étin_g 10 phé' taxes and liens on the Property are part of this Mortgage:

Payment. Grantor shall pay when due {and'in’ all gvents prior ta delinguency} all taxes, payroll taxes, special taxes,
assessmentis, water charges and sewer service tharges levied against or on account of the Property, and shall pay
when due all claims for wark done on or for sarvices rendered or material furnished to the Property. Grantor shall
maintain the Praperty free of any liens having prictity over or equal to the interest of Lender under this Mortgage,
except Tor the Existing Indebtedness referred to in ih__is Mortgage or 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. i :

Right to Contest. Grantor may withhold payment of any tax, _aS"sesémént, or claim in connection with a good faith
dispute over the obligation to pay, so long as Lender's interest in thefPrbpertv is not jeopardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall within"ﬁffeen (15) ' days after the lien arises or, it a lien is filed,
within fifteen {15) days after Grantar has notice of the iiling,___se.eure“the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety borid or'other security satisfactory to Lender in an
amount sufficient to discharge the lien ptus any costs and attorneys “fees;-or other charges that could accrue as a
rasult of a foreclosure or sale under the lien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment befare enforcement against the Property. Grantor:shall name Lender as an additional
ubligee under any surety bond furnished in the contest proceedings. : do

Evidence of Payment. Grantor shall upon demand furnish to Lendér__ éatisf-eict_ofy evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental official j(o--de_:_livéf 0 Lender at any time a written
statement of the taxes and assessments against the Property. Lo

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 rmechanic's lien, materiaimen’s lien, or
ather fien could be asserted on account of the work, services, or materials. . Grantor ‘will_upon request of Lender
furnish to Lender advance assurances satisfactory to lLender that Grantor dan.and will pay the cost of such
improvements.

FROFERTY DAMAGE INSURANCE. The foliowing provisions relating to insuring the __Fr(;pertv .are a part of this
Mortgage: I

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurénce “with standard extended
coverage endorsements on a replacement basis for the full insurable value covering‘--qll improveriients on the Real
Praperty in an amount sufficient 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 liabilityinsurance in such
coverage amounts as Lender may request with Lender being named as additional insureds’in such hability insurance
policies. Additionally, Grantor shall maintain such other insurance, inciuding but not limited: to hazard; business
interruption and boiter insurance as Lender may require. Policies shall be written by such insgrance-¢compénies and
in such form as may De reasonably acceptable to Lender. Grantor shall deliver to Lender certificates of qoﬁ'é-rage
from each insurer contairing a stipulation that coverage will not be cancelled or diminished withaut'a minimum. of
1en (10 days' prior written notice to Lender and not containing any disclaimer of the insurer's liahility for failure to
give such notice. Each insurance policy also shall inciude an endorsement providing that coverage i favor-.of.
Lender will not be impaired in any way by any act, omission or default of Grantor or any other persan. TFhe Real
Property is or will be located in an area designated by the Director of the Federal Emergency Management Agency
as a special flood hazard area. Grantor agrees to obtain and maintain Federal Flood Insurance, if available, for the’
fulf unpaid principal balance of the loan and any prior liens on the property securing the loan, up to the maximum ;7 -
policy limits set under the National Flood Insurance Frogram, or as otherwise required by Lender, and 1o maintain: -
such insurance for the term of the loan. G

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property if the S
astimated cost of repair or replacement exceeds $1,000.00. Lender may make proct of loss if Grantor fails to do™ .~
so wilhin fifteen (15) days of the casualty. Whether or not Lender's security is impaired, Lender may, at Lender's:”
slection, receive and retain the procesds of any insurance and apply the proceeds to the reduction of the
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MORTGAGE
{Continued) Page 5

‘this"Mortgage and take whatever other action is raquested by Lender to perfect and continue Lendar's lien on the
i Héat.Property. Grantor shall reimburse Lender for all taxes, as described below, together with all expenses
¢ ingtirred”in “recording, perfecting or continuing this Mortgage, including without limitation all taxes, fees,
"-..;docgme_nt‘a'ry-___s'tamps, and other charges for tecording or registering this Mortgage.

Taxes. The following shall constitute taxes to which this section applies: (1) a specific tax upon this type of
Mérigage or x_j’pq:n all or any part of the indebtedness secured by this Mortgage; (2} a specific tax on Granor
which Granter is authorized or required to deduct from payments on the Indebtedness secured by this type of

Mortgage:<13)7 a taxX-on this type of Mortgage chargeable against the Lender or the holder of the Note; and (4} a
specifig tax.on all ‘ou_'_.:a'ny portion of the Indebtedness or on payments of principal and interest made by Grantor.

Subsaquent__Tiixes__. If, any tax to which this section applies is enacted subsequent to the date of this Mortgage,
this event.shalf have the same effect as an Event of Default, and Lender may exercise any or all of its available
remeadies for an Evant ot Default as provided below unless Grantor either (1) pays the tax before it becomes
defirquent, or |2} tontests, the tax as provided above in the Taxes and Liens section and deposits with Lender
cash or a sufficient corgorate surety bond or other security satisfactory to tender.

SECURITY AGREEMENT! FINANCING STATEMENTS. The following provisions relating to this Mortgage as a security
agreement are a part of this Martgage:

Sscurily Agreement. This' insprument shall constiiute a Security Agreement to the extent any of the Property
constitutes fixtures, and Lengér skall have all of the rights of a secured party under the Uniform Commercial Code
as amended from time to time, .~

Security Interest. Upon raquest by Lender, Grantor shall take whatever action is requested by Lender to perfect
and continue Lender's sedurity intérestinithe 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 repr;édgctions of this Mortgage as a financing statement. Grantor shail reimburse Lender
tor all expenses incufred in p_gr}ecting of ,éqr‘\‘_t,inuing this security interest. Upon default, Grantor shall not remave,
saver or detach the Personal Property from the Property. Upon default, Grantor shall assemble any Personal
Praperty not affixed to the Propertyiin a manner and at a place reasonably convenient to Grantor and Lender and
make it available to Lender within three-13] days after receipt of written demand from Lender to the extent
permitted by applicable law. :

Addresses. The mailing aodressés of .Gra"ﬁtot:-[:giebtor) and Lender {secured party) from which information
concerning the security interest granied by ‘thié Mortgage may be obtained (each as required by the Uniform
Commercial Cade) are as stated on the'first page ¢t this Mortgage.

FURTHER ASSURANCES; ATTOHNEY-IN-FACfi_ The following provisions relating to further assurances and
attorney-in-fact are a part of this Mortgage: i

Eurther Assurances. At any time, and from'time 'io_.time, upon request of Lender, Grantor will make, execute and
deliver, of will cause 10 be made, executed or delivered, to Lender or 10 Lender's designee, and when requested by
tender, 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 opinion of Lender, be necessary or desirable in ordes to effectuate, complete,
perfect, continue, or preserve {1} Grantor's obligations” upder:the Nowe, this Mortgage, and the Related
Documents, and (2} the liens and security inierests created by'--;h”‘rs Mortgage on the Property, whether now
owned or hereafter acquired by Grantor. Unless prohibited by law of Lender agrees to the gontrary in writing,
Grantor shall reimburse Lender for all costs and expenses jncurred in‘connection with the matters referred to in this

paragraph.

Attorney-in-Fact. If Grantor lails to do any of the things referred.to irrthe preceding paragraph, Lender may do so
for and in the name of Grantor and at Grantor's expense. For suchy purposés, Grantor hereby irrevocably appoints
tender as Grantor's attorney-in-fact for the purpose of making, exgcufing, 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 preceding paragraph. Do FO

EULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and gtherwise performs ail the obligations
wnposed upon Grantor under this Mortgage, Lender shall execute and deliver-16 Grantor a-suitable satisfaction of this
Marigage and suitable statements of termination of any financing statement on fila 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 determined by Lender from time to time. o

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

Payment Default. Grantor fails 1o make any payment when due under the Indebtednes%_.----" )

Default on Other Payments. Faiiure of Grantor within the time required by this Mortgage to miake any payment for
taxes or iNsurance, oF any ather payment necessary to prevent filing of ar to effect discharge of any lien.

Environmental Default. Failure of any party to comply with or perform when due any :t'err}u,-'obliga'fiorif covenant or
condition contained in any environmental agreement executed in conpection with the Prdporty,

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

False Statsments. Any warranty, representation or statement made of furnished 1o Lender by Grantor or on
Grantor's behalf under this Mortgage or the Related Documents is talse or misleading in any ‘maiterial-respéct,
cither now or at the time made or furnished or becomes false or misleading at any time thereafter..:” Ty

Defoctive Collateralization. This Morigage or any of the Related Documents ceases 1o be in full tofqg‘ﬁ'r\_d-'gffé‘cfﬁ:.
tincluding failure of any collateral document to create a valid and perfected security interest or lien} at any time and
for any reason. S

Death of Insolvency. The dissolution af Grantor's (regardless of whether election to continue is ‘made), any
member withdraws fram the limited liability company, or any other termination of Grantor's existence as a-goi
business or the death of any member, the insolvency of Grantor, the appointment of a receiver for any part of &
Grantor's property, any assignment tor the benefit of creditors, any type ot creditor workout, ‘ér the .
commencement of any proceeding under any bankruptcy or insolvency laws by or against Grantor. P

Craditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by iud'r;;_:i :
proceeding, self-nelp, repossession or any other rmethod, by any creditor of Grantor or by any governmental agency

L
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MORTGAGE
{Continued) Page 7

a'Lepdé}_.:fiillowing an Event of Default, or in any way to limit or restrict the rights and ability of Lender to procead
i ditectly against Grantor and/or against any other co-maker, guarantor, surety of sndorser and/or to proceed against
any othet tollgteral directly or indirectly securing the Indebtedness.

*<Attorneys' Fees; Expenses. if Lender institutes any suit or action to entorce any of the terms of this Mortgage,
Lander shail be entitled to recover such sum as the court may adjudge reasonable as attorneys’ fees at trial and
upbn any appeal. Wrether or not any court action is invoived, and 1o the exteni not prohibited by law, all
reasonable expenses Lender incurs that in Lender’s opinion are necessary at any time for the protection of its
intéress pr.--tﬁe..enmri:ement af its rights shall become a part of the Indebtedness payable on demand and shall bear

interzst at thé Npfe rate from the date of the expenditure until repaid. Expenses covered by this paragraph include,
withaut lifnitagion, hawever subject to any limits under applicable law, Lender’s attorneys' fees and Lender's legal
CeXPENSes, w'he_lhér prinat there is a fawsuit, including attorneys™ fees and expenses for bankruptcy proceedings
(including e ffotis: t6. modify or vacate any automatic stay of injunction), appeals, and any anticipated post-judgment
collection sérvices, the cost of searching records, obtaining title raports fincluding foreclosure reportsi, survayors’

reports, and appraisal faes and titie insurance, 1o the extent permitted by applicable law. Grantor also will pay any
court costs, in addition to al, other sums provided by taw,

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be given in another manner,
any notice reguired t6. be” given-under this Mortgage, inciuding without limitation any notice of default and any notice of
sale shall be given in ‘writing,-@nd shall be effective when actually delivered, when actually received by teletacsimile
{(unless otherwise required by law}; when depasited with a nationally recognized overnight courier, or, if malled, when
deposited in the United States mail, s first class, certified or registered mail postage prepaid, directed to the addresses
shown near the beginning of this Mortgafie Al copies of notices of foreclosure from the helder of any lien which has
piiority over this Mortgage shali'be sent-to Leénder’s address, as shown near the beginning of this Mortgage. Any party
may change iis address for noticgs under this‘Mortgage by giving formal written notice to the other parties, specifying
that the purpose of the notice is 1o change ithe party's address. For notice purposes, Grantor agrees 1o keep Lender
informed at atl times of Grantor's current addréss. Subject to applicable law, and excapt far notice required or allowed
by law to be given in anather mapner, if there ig-more than one Grantor, any notice given by Lender to any Grantor is
deemed to be notice given to all Granlors, e

MISCELLANEOQUS PROVISIONS. The':fo'qu_wiﬁg-‘?hisceifaneous provisions are a part of this Mortgage:

Amendments. This Mortgage, tagether with _any:Related Documents, constitutes the entira understanding and
agreement of the parties as to the-“matiers ‘set forth in this Mortgage. No alteration of or amendment to this
Mortgage shall be effective unless given in-writing and signed by the party or parties sought 10 be charged or
bound by the alteration or amendment, " % & F

Annual Reports. If the Property is used far purposes “other than Grantor's residence, Grantor shail furnish to
Lender, upon reguest, a certified statement of net operating income received fram the Property during Grantor's
previous fiscal year in such form and detail ds Lender shall require. "Net operating income” shall mean ail cash
receipts from the Property less all cash expenditires made in connection with the operation of the Property.

Caption Headings. Caption headings in this Mortgage are for convenience purposes anly and are not to be used to
interpret o define the provisions of this Mortgage. *.

Governing Law. This Mortgage will be govema"d:.:"by federal law. applicable to Lender and, to the éxtent not
preempted by federal law, the laws of the State of Washingtoi without regard to its conflicts of law provisions.
This Mortgage has been acceptad by Lender in the State of .Wa;hing_t__or_l__.

Choice of Venue. H there is a lawsuit, Grantor agrees _upqn‘='Lender_"?s -§request to submit to the jurisdiction of the
courts of Skayit County, State of Washingion. A

No Waiver by Lender. Lender shall not be deemed to have wdived” any, rights under this Mortgage unless such
waiver is given in writing and signed by Lender. No delay or -omissiop-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 Morigage shall
not prejudice or constitute & waiver of Lendet's right otherwise 1o /demand stiict compliance with that provision of
any other provision of this Mortgage. No prior waiver by Lender; rior any course of dealing between Lender and
Grantor, shall constitute 8 waiver of any of Lender's rights or of any of Grantor's obligations as to any future
transactions. Whenever the consent of Lender is required under this. Mortgage, the granting of such consent by
Lender in any instance shall not constitute continuing consent to subseguent ifstances where such consent is
reguired and in all cases such consent may be granted of withheld in the ‘sole discretion'of Lender.

Saverability. 17 a court of competent jurisdiction finds any provision of this Mortgage to be illegal, invalid, or
unenfofceable as to any circumstance, that finding shall not make the offending- provision illegal, invalid, or
unenforceable as to any other circumstance. if feasible, the offending provision shall--‘be_=._considered modified so
that it becomes legal, valid and enforceable. If the offending provision Canhot be.so ‘modified, it shall be
considered deleted from this Mortgage.  Unless otherwise required by-law, ihe . illegality, invalidity, or
unenforceability of any provision of this Mortgage shall not affect the iegality, validity or-eénforceability of any other
provision of this Mortgage.

Merger. There shali be no merger of the interest or estate created by this Mortgage with a__n‘ij other interest or
astate in the Property at any time hefd by or for the benefit of Lender in any capacity, ‘without the“wtitten consent

of Lender.

Successors and Assigns. 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. M dwnership
of the Property becomes vesied in a person other than Grantor, Lender, without notice to Grantor, ‘may deal with
Grantor's successors with reference to this Mortgage and the indebtedness by way of forpearance ‘or .€xtension
without releasing Grantar from the obligations of this Martgage or liability under the Indebtedness. - :

Time is of the Essence. Time is of the essence in the performance of this Morigage.

Waiver of Homestead Exemption, Grantor hergby releases and waives all rights and benefits of ‘tﬁe'_.harﬁgst'eéﬁ:_
axemption laws of the Siate of Washington as to all Indebiedness secured by this Mortgage. oo e

DEFINITIONS. The following capitalized words and terms shall have the foilowing meanings when-used in’ thig.”
Mortgage. Unless specifically stated to the contrary, all references to dollar amounts shali mean amounts™in lawful
money af the United States of America. Words and terms used in the singuiar shall include the plural, and the plurat:

snall inciude the singular, as the context may require. Words and terms not otherwise defined in this Morigage ghal
have the meanings attributed to such terms in the Uniform Commercial Code: S

Botrower., The word "Borrower™ means SAKLAND ENTERPRISES, 1LC and includes alt co-signers and co-makérs".'“u__‘

signing the Note and all their successors and assigns.
Default. The word "Default” means the Default set forth in this Morigage in the section titled "Detault”.
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MORTGAGE
{Continued) Page 9

GRANTQR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS MORTGAGE. AND GRANTOR AGREES
TOITS TERMS

GRANTDB:

SAKLAND ENTGARF

TERPRISES, LLC

L AAL A

ber of SAI([AND ENTERPRISES, LLC

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

STATE OF ﬁ{ /ﬁ SH/NG m») ! )
g }SS
COUNTY OF  S/KCAE T o }

On this q‘f’é— _ day of Aq‘ 6((5‘7"* £ %, 20 ©F ., before me, the undersigned
Notary Public, personally appeared JOHN SAKUMA. Member;: RONALD SAKUMA, Member, STEVEN SAKUMA,
Member: RICHARD SAKUMA, Member; GLENN SAKUMA, -Memiber;: BRYAN SAKUMA, Member of SAKLAND
ENTERPRISES, LLC, and perscnally known to me or proved to me on the basns of satisfactory evidence to be members
or designated agents of the limited liability company that executed the Mangage and acknowiedged the Mortgage to be
the free and voluntary act and deed of the limited liability companv, by. authonty of statute, its articles of organization or
its opﬁ agresment, for the uses and purposes therein mentioned, And Gn Gath stated that they are authorized to

execute Martgage and.jn Jact exacuted the Mortgage on behalf of the Im‘uted habrhtv company.
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