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MORTGAGE

DATE: October 20, :3.603’”:__

Reference # (if appllcable) XX 3132 BELL Title Order No. 131297-P Additional on page
Grantor(s}):
1. S/G PROPERTIES L. P

Grantee(s)
1. Frontier Bank

Legal Description: Ptn SW 1/4 of SW 1!4 2 34-3 E W.M. & Ptn SE 1/4 of SE 1/4 & SW 1/4 of

SE 1/4, 3-34-3FE W.M.
Additional on page 2

Assessor's Tax Parcel ID#: 340302;-3—003@460 (P103461}), 340302-3-003-0500 (FP103462),
340303-4-003-0003 (P21092), 3403Q3‘—2_l__-_—005-0001 {(P21096)

THIS MORTGAGE dated October 20, 2008, is made and executed between $/G PROPERTIES,
L.P., a Washington Limited Partnership, whose address is 15522 BENSON ROAD, BOW, WA
98233 {referred to below as "Grantor”) and Frontier Bank, whose mailing address is 3410
Woburn $t., P.0. Box 32270, Bellingham, WA 98226 (referred to below as "Lender"}.
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GRAI\IT 0F MORTGAGE. For valuable consideration, Grantor mortgages and conveys to Lender all of Grantor's right,
“title; and interest in and to the following described real praperty, together with all sxisting or subsequently erected or
affixed burldlngs, improvements and fixtures; all easements, rights of way, and appurtenancas; all water, water rights,
watercourses and:ditch rights {including stock in utifities with ditch or irrigation rights); and all other rights, royalties,
and :peofits relating to the real property, including without limitation all minerals, oil, gas, geothermal and similar
matters, {the "Real Property”} located in SKAGIT County, State of Washmgton

See SCHEDULE A-1, which is attached to this Mortgage and made a part of this Mortgage
as'if-fully set forth herein.

The Real Property or its address is commonly known as XXXX OVENELL ROAD, BURLINGTON,
WA 98233. The Fleal Property tax identification number is 340302-3-003- 0400 {P103461),
3403002 -3-003- 0500 {P103462) 340303-4-003-0003 (P21092), 340303-4-005-0001
(P210986).

Grantor hereby assigns as securlty to Lender, all of Grantor's right, title, and interest in and to all leases, Rents, and
profits of the Propérty; -This assignment is recorded in accordance with RCW 65.08.070; the lien created by this
assignment is intendad to'be. specific, perfected and choate upon the recording of this Mortgage. Lender grants to
Grantor a dicense to callect the-Rerits and profits, which license may be revoked at Lender’s option and shall be
automatically revoked upon acceleration of all or part of the Indebtedness.

THIS MORTGAGE, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS GIVEN TO-SECURE (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 ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except’ ‘as-otherwise provided in this Mortgage, Grantor shall pay to Lender ail
amounts secured by this Mortgage as they becoma due and shall strictly perform all of Grantor's obligations under this
Mortgage.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantor's possession and use of the
Property shall be governed by the followmg pruvrsrons

Possession and Use. Until the ooturrence of an Event of Default, Grantor may {1) remain in possession and
control of the Property; (2) use, opérgte or manage the Property; and (3) collect the Rents from the Property
{this privilege is a license from Lender ts Grantor automatically revoked upon default). The following provisions
relate to the use of the Property or to uther Ilmltatlons on the Property.

Duty to Maintain. Grantor shall mamtam the Property in tenantable condition and promptly perform all repairs,
replacements, and maintenance necessary to freserve its value.

Nuisance, Waste. Grantor shali not cause, Gondugt or permit any nuisance nor commit, permit, or suffer any
stripping of or waste on or to the Property ot any portion of the Property. Without limiting the generality of the
foregoing, Grantor will not remove, or grant to “any, other party the right to remove, any timber, minerals {including
oil and gas), coal, clay, scaria, soil, gravel or rock products wrthout Lender's prior written consent.

Removal of Improvements. Grantor shall not demolish--"Br__t.-roﬁtotzp any Improvements from the Real Property
without Lender’s prior written consent. As a condition ta-the removal of any Improvements, Lender may require
Grantor to make arrangements satisfactory to Lender to replaca such Improverments with Improvements of at least
equal value. .

Lender's Right to Enter. Lender and Lender's agents and representatives may enter upon the Real Property at all
reasonable times fo aftend to Lender's interests and to rnspect the Real Property for purposes of Grantor's
compliance with the terms and conditions of this Mortgage. :

Compliance with Governmental Requirements. Grantor shall: promptlv comply, and shall promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
otherwise use or occupy the Property in any manner, with all Iaws, ordinances, and regulations, now or hereafter
in effect, of all governmental autherities applicable to the use or., occupancy 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 appropriate appeals, so long as Grantor has
notified Lender in writing prior to doing s¢ and so long as, in Lender’s ‘sole opipion, Lender's interests in the
Property are not jeopardized. Lender may require Grantor to post adequate securlty or g surety band, reasonably
satisfactory to Lender, to protect Lender's interest. C e

Duty to Protect. Grantor agrees neither to abandon 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.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, (A} declare immo_d-iately d_ur_.?. and payable all
sums secured by this Mortgage or {B} increase the interest rate provided for in the Note or othier document svidencing
the Indebtedness and impose such other conditions as Lender deems appropriate, upon.the sale’ of transfer, without
Lender's prior written consent, of all or any part of the Real Proparty, 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 equitable; 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 contract or by sals,
assignment, or transfer of any beneficial interest in or to any land trust holding title to the Real Property, or by apy other
method of conveyance of an interest in the Real Property. If any Grantor is a corparation, 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 or limited liability company interests, as the case may be, of such Grantor. However, thls optron
shall not be exercised by Lender if such exercise is prohibited by federal law or by Washington law. E

TAXES AND LIENS. The foliowing provisions relating to the taxes and liens an the Property are part of thls Mortgage o

Payment. Grantor shall pay when due (and in all events prior to delinguency) all taxes, payroll taxes, SDGCIal 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 randered or material furnished to the Property. Graritor shall
maintain the Property free of any liens havmg pricrity over or equal to the interest of Lender under this Mortgage, P
except for those liens specifically agreed to in writing by Lender, and except for the lien of taxss and assessments-"
not due as further specified in the Right to Contest paragraph.

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute aver the obligation to pay, so long as Lender's interest in the Property is not jeopardized. |f a lien arises or :
is filad as a result of nonpayment, Grantor shafl within fifteen (15) days after the lien arises or, if a lien is filed,
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D wnhrn 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
' -amounit'sufficient to discharge the lien plus any costs and attorneys' fees, or other charges that could acerue as a

" result-of.a foraclosure or sale under the lien. 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
ﬁobllgee under -any surety bond furnished in the contest proceedings,

:Evidence of Payment. Grantor shall upen demand furnish to Lender satisfactory evidence of payment of the taxes
ar assessments and shall authorize the appropriate governmental official to deliver to Lender at any time a written
statement’ of the laxes and assessments against the Property.

Notice of Constructwn Grantor shall notify Lender at least fifteen (15] days befare any wark is commenced, any
services are furnished, or any materials are supplied to the Property, if any mechanic's lien, materialmen’s lien, or
other lien could be asserted on account of the work, services, or materials, Grantor will upon request of Lender
furnish to Lendef advance assurances satisfactory to Lender that Grantor can and will pay the cost of such
improvements.

PROPERTY DAMAGE INSURANCE The following provisions relating to insuring the Property are a part of this
Mortgage:

Maintenance of Insurance Grantor shall procure and maintain policies of fire insurance with standard extended
coverage endorsements on a-feplacement basis for the full insurable value covering all improvements on the Real
Property in an amount-sufficient-to, avoid application of any coinsurance clause, and with a standard mortgagee
clause in favor of Lender Gran shall also procure and maintain cemprehensive general liability insurance in such
coverage amounts asténder may réquest with Lender being named as additional insureds in such liability insurance
palicies. Additionally, Grantor shall ‘maintain such other insurance, including but not limited to hazard, business
interruption and beiler inslrance as Lender may require. Policies shall be written by such insurance companies and
in such form as may be reasonably dcceptable to Lender. Grantor shall deliver to Lender certificates of caverage
from each insurer containing &stipulation that coverage will not be cancelled or diminished without a minimum of
thirty [30) days’ prior written-notice to Lender and not containing any disclaimer of the insurer's Ilablllty for failure
to give such notice. Each insurance policy also shall include an endorsement providing that coverage in favor of
Lender will not be impaired in any way by amy act, omission or default of Grantor or any other person. The Real
Property is or will be located in an area demgnated 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
full unpaid principal balance of the ledn ahd.any prior liens on the property securing the loan, up to the maximum
policy limits set under the National Flood. Insurance Frogram, or as otherwise required by Lender, and to maintain
such insurance for the term of the loan. .

Application of Proceeds. Grantor shal p‘r._qrnpt_ly n_ot'ify Lender of any loss or damage to the Property. Lender may
make proof of loss if Grantor fails to do se within fifteen (15} days of the casuaity. Whether or not Lender’s
security is impaired, Lender may, at Lender's glection, receive and retain the proceeds of any insurance and apply
the proceeds to the reduction of the Indebtednass, payment of any lien affecting the Property, or the restoration
and repair of the Property. If Lender elects to°apply the proceeds to restoration and repair, Grantor shal repair or
replace the damaged or destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon
satisfactory proof of such expenditure, pay or reimburse Grantor, from the proceeds for the reasonable cost of
repair or restoration if Grantor is not in default under this.Mortgage.. Any proceeds which have not been disbursed
within 180 days after their receipt and which Lender has not committed 1o the repair or restoration of the Property
shall be used first to pay any amount owing to Lender under thls-'Mortgage, then to pay accrued interest, and the
remainder, if any, shall ba applied to the principal balance:of the-indebtedness. If Lender holds any proceeds after
payment in full of the Indebtedness, such proceeds shall be pard wﬂhout |nterest to Grantor as Grantor's interests
may appear. : :

Grantor's Report on Insurance. Upon request of Lender, howev_er _not moré-_ than once a year, Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1] the iname of the insurer; (2} the risks
insured; {3) the amount of the policy; (4) the property insured, the then current replacement value of such
property, and the manner of determining that value; and (5] the expiration date of the policy. Grantor shall, upon
requast of Lender, have an independent appraiser satisfactory to Lender determrne the cash value replacement cost
of the Property. } o,

LENDER'S EXPENDITURES. If any action or proceeding is commenced that w'ouEd matei‘ia'lly affect Lender’s interest in
the Property or if Grantor fails to comply with any provision of this Mortgags or any Related Bocuments, including but
not limited to Grantor’s failure to discharge or pay when due any amounts Grantor is reqmred to discharge or pay under
this Mortgage or any Related Documents, Lender on Grantor's behalf may (but-shall not be obllgated 1o) 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 Léndeér for such purposes will then
bear interest at the rate charged under the Note from the date incurred or paid by Leénder to the date of repayment by
Grantor. All such expenses will become a part of the Indsbtedness and, at Lender's option; will (A} be payable on
demand; (B} be added to the balance of the Note and be apportioned among and ‘be payable with ‘any instaliment
payments to become due during either (1} the term of any applicable insurance policy;-or-{2) the femaining term of
the Note; or (C) be treated as a balloon payment which will be due and payable at the Note's. matunty The Mortgage
also will secure payment of these amounts. Such right shall be in addition to all other nghts and remeches to which
Lender may be entitled upon Default.

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Prapertv 4l
Mortgage:

,:-ﬁart_ of this

Title. Grantor warrants that: (a) Grantor holds good and marketable title of record to the Progerty in’fee simiple,

free and clear of all liens and encumbrances other than those set forth in the Real Property description™or in_any

titla insurance policy, title report, or final title opinion issued in favor of, and accepted by, Lender.in connection

with this Mortgage, and (b} Grantor has the full right, power, and authority to execute and deliver thIS Mortgage to.,-;.
Lender. e

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend th_e
title to the Property against the lawful claims of all persens. In the event any action or proceeding is commented:
that questions Grantor's title or the interest of Lender under this Mortgage, Grantor shall defend the: action.af -
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 reprasented 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"
1o permit such participation.

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

M
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3 e'XiéﬁﬁQ applicable laws, ardinances, and regulations of governmentat authorities.

- Survlval 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
remam in full force and effect until such time as Grantor's Indebtedness shall be paid in full,

CONDEMNATION The following provisions relating to condemnation proceedings are a part of this Mortgage:

*Proceedlngs If 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 obtain the award. Grantor
may be the nornmal party in such proceeding, but Lender shall be entitled to participate in the proceeding and to be
represented in-the. preceeding by counsel of its own choice all at Grantor's expense, and Grantor will deliver or
cause 1o be, delwered ‘to Lender such instruments and documentation as may be requested by Lender from time to
time to. permlt Such pamcnpataon

Applu:atlon of Net Proceeds. If all or any part of the Property is condemned by eminent domain proceedings or by
any proceeding ar purchase in lieu of condemnation, Lender may at its election require that all or any portion of the
net proceeds of.the award be applied to the Indebtedness or the repair or testoration of the Property. The net
proceeds of thé award shall mean the award after payment of all reasonable costs, expenses, and attorneys' fees
incurred by Lender in cohnection with the condemnation.

IMPOSITION OF TAXES, FEES__;AN__D'CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating
to governmental taxes, fees and charges are a part of this Mortgage:

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

Taxes. The following shall consmute taxes to which this section applies: {1} a specific tax upon this type of:
Mortgage or upon all or any part of thé Indebtedness secured by this Maortgage; (2} a specific tax on Grantor
which Grantor is authorized or requrred to deduct from payments on the Indebtedness secured by this type of
Mortgage; {3) a tax on this type of Mortgade chargeable against the Lender or the holder of the Note; and {4} a
specific tax on all or any portion of the® Indetrtedness or on payments of principal and interest made by Grantor.

Subsequent Taxes. If any tax to whlch thls section 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 (1) pays the tax before it becomes
definquent, or {2) contests the tax as .prgvided’ above in the Taxes and Liens section and deposits with Lender
cash or a sufficient corporate surety bond:ér other ‘security satisfactory to Lender.

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

Security Agreement. This instrument shall constltute a Security Agreement to the extent any of the Properly
constitutes fixtures, and Lender shall have all of the rights of:a secured party under the Uniform Commercial Code
as amended from time to time. T,

Security Interest. Upon request by Lender, Grantor shaII take whatever action is requested by Lender to perfact
and continue Lender's security interest in the Rents and Personal Property In addition to recarding this Mortgage
in the real property records, Lender may, at any time and" W|th0ut further authorization from Grantor, file executed
counterparts, copies or reproductlons of this Mortgage as @ flnanclng statement. Grantor shall reimburse Lender
for all expenses incurred in perfecting of continuing this security intérest. "Upon default, Grantor shall not remove,
saver or detach the Personal Property from the Praperty. Upen defauit, ‘Grantor shall assemble any Personal
Property not affixed to the Property in @ manner and at a place: ‘reasonably. convenient to Grantor and Lender and
make it available to Lender within three {3} days after recelpt of wntten idemand from Lender to the extent
permitted by applicable law. ;

Addresses. The mailing addresses of Grantor (debtor) and Lender {secured party) from which information
concerning the security interest granted by this Mortgage may be- obtamed {each as required by the Uniform
Commearcial Code) are as stated on the first page of this Mortgage. :

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

Further Assurances. At any time, and from time to time, upon request of Lender Grantor 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, seturity deeds, security
agreements, financing statements, continuation statements, instruments of further assuramce, certificates, and
other documents as may, in the sole opinion of Lender, be necassary or desirable.in-grdér ta eifectuate, complete,
perfect, continue, or preserve (1) Grantor's obligations under the Note, this Mertgage, and the Related
Daocuments, and (2) the liens and security interests created by this Mortgage as first-and: prior liens on the
Proparty, whather now owned ar 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 |ncurred |n connectlon with the
matters referred to in this paragraph.

Attorney-in-Fact. If 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 irfevocably appoints
Lender as Grantor's attorney-in-fact for the purpose of making, executing, delivering, fiting, recording, and-doing all
other things as may be necessary or desirable, in Lender's scle opinion, to accomplish the rnatters referred to in
the preceding paragraph. i o .
FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, and otherwise performs all the obhgatlons-'"-x
imposed upon Grantor under this Mortgage, Lender shall execute and deliver to Grantar a suitable satisfaction of fis
Mortgage and suitable statements of termination of any financing statement on file evidencing Lender's security intérest -
in the Rents and the Personal Property. Grantor will pay, if permitted by applicable law, any reasonable termlnatlon fee._i'
as determined by Lender from time to time. ‘

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

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 payment for |
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: ta')r'es‘br insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien.

En\rlronmental Default. Failure of any party to comply with or perform when due any term, obligation, covenant or
- condltron ‘contained in any environmental agreement executed in connection with the Property.

0ther Defaults Grantor fails to comply with or to perform any other term, abligation, covenant or condition
icontained in this Mortgage or in any of the Related Documents or to comply with or to perform any term,
B blrgatrpn, covenant or condition contained in any other agreement between Lender and Grantor.

Default in Favor- ‘6f Third Parties. Should Grantor default under any loan, extension of credit, security agreement,
purchage- or sales agreement, or any other agreement, in favor of any other creditor or person that may materially
affect any.. of Grantor's property or Grantor's ability to repay the Indebtedness or Grantor's ability to perform
Grantor’s’ opllgatlons_ under this Mortgage or any related document.

False Sta‘teme'nte Any warranty, representation or statement made or furnished to Lender by Grantor or on
Grantar's behalf“under tfiis Mortgage or the Related Documents is false or misleading in any material respect,
either now or at the“timé: made or furnished or becomes false or misleading at any time thereafter.

Defactive Co!lntarahzation This Mortgage or any of the Related Documents ceases to be in full force and effect
{including fallure of any col!ateral document to create a valid and perfected security interest or lien} at any time and
for any reason.’ s E

Death or Insolvency. The '|ssolutron or termination of Grantor's existence as a going business or the death of any
partner, the insolvency of Grantor, the appeointment of a receiver for any part of Grantor's property, any
assignment for the penet-.t of creditcsrs, any type of creditor workout, ofr the commencement of any proceeding
under any bankruptcyar ingolvency Iaws by or against Grantor.

Creditor or Forfaiture Prncaedlngs Commencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession or. ény gther method, by any creditor of Grantor or by any governmental agency
against any property securing the Indebtadress. This includes a garnishment of any of Grantor's accounts,
in¢luding deposit accounts, with’ Lender. . ‘Howaever, this Event of Defauit shall nat apply if there is a good faith
dispute by Grantor as to the valldlty ‘or reasonablenass 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 adequate-réserveaf bond for the dispute.

Breach of Other Agreement. Any breaii:.‘h 'b_y&-'Gr__antor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace period provided therein, including without lfmitation any agreement
goncerning any indebtedness or other obligation of Grantor to Lender, whether existing now or [ater.

Events Affecting Guarantor. Any of the preceding events accurs with respsct to any Guarantor of any of the
Indebtedness ar any Guarantor dies qr hecomes incompetent, or revokes or disputes the validity of, or liability
under, any Guaranty of the Indebtedness.

Adverse Change. A material adverse change:' «pccurs in Grantor's financial condition, or Lender believes the
prospect of payment or performance of the Indebtedness is rmpaired

Right to Cure. If any default, other than a default in payment is.curable and if Grantor has not been given a notice
of a breach of the same provision of this Mortgage within the preceding twelve {12} months, it may be cured if
Grantor, after receiving written notice from Lender demanding cufe pf such default: (1) cures the default within
1en {10} days; or (2) if the cure reguires more than ten £10) days; immediately initiates steps which Lender deems
in Lender's sole discretion to be sufficient to cure the dafault and-thgreafter continues and completes all reasonable
and necessary steps sufficient to produce compliance as 500N a8 asunab!y 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 rlghts and remedles in addition to any other rights or
remedies provided by law: o

Accelerate Indebtedness. lLender shall have the right at its optlon WIthout notlce to Grantor to declare the entire
Indebtedness immediately due and payable, including any prepayment penaltv that Grantor would be required to
pay.

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

Collect Rents. Lender shall have the right, without notice to Grantor,: to take possessron of the Property and
collect the Rents, including amounts past due and unpaid, and apply the. net. proceeds over and above Lender's
costs, against the Indebtedness. In furtherance of this right, Lender may’ rgquire 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
Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse mstrurnents feceived in payment
thereof in the name of Grantor and to negotiate the same and collect the proceeds; Payments by tenants or other
users 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 rts nghts under thls subparagraph
either in person, by agent, or through a receiver. e .

Appoint Receiver. Lender shall have the right to have a receiver appointed to take posseesnpn of aII or any part of
the Property, with the power to protect and preserve the Property, to operate the Property preceding"or pending
fareclosure or sale, and to collect the Rents from the Property and apply the proceeds, over’and aboye the cost of
the receivership, against the Indebtedness. The receiver may serve without bond if permitted by-law. Lender's
right to the appointment of a receiver shall exist whether or not the apparent value of the Propertv exceeds the
Indebtedness by a substantial amount. Employment by Lender shall not disqualify a person from serwng as a
receiver, C

Judicial Foreclosure. Lender may obtain a judicial decree foreclosing Grantor's interest in ail or" anv part__ of":the

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

Deficiency Judgment. If permitted by applicable law, Lender may obtain a judgment for any deficiency rerné'ln g:in “
the Indebtedness due to Lender after application of ali amounts received from the exercise of the rights provided i |n
this section. B

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is sold as prog;rided-"
above or Lender otherwise becomes entitled to possession of the Property upon default of Grantor, Grantor ‘shail
bacome a tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, either {1} )
pay a reasonable rental for the use of the Property, or {2} wvacate the Property immediately upon the demand of .~

NN
200810¢ 0

Skagit County Auditor
10/23/2008 Page 6 of 9 9 OTAM




MORTGAGE
{Continued) Page 6

Le"r‘rde‘r
Othet Remedies. Lender shall have all ather rights and ramedies provided in this Mortgage or the Note or available
‘at kv or in equity.

Salg’ 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 all or, any:portion of the Property.

Notrc' of Sale:’ Lender shall give Grantor reasonable notice of the time and place of any public saie of the Personal
Property or-0f the:time after which any private sale or other intended disposition of the Personal Property is to be
made. Réagonable natice shall mean notice glven at least ten {10} days before the time of the sale or disposition.
Any salg of the Personal Property may be made in conjunction with any sate of the Real Property.

Election of Remedies. ‘Elgction by Lender to pursue any remady shall not exclude pursuit of any other remedy, and
an election to make expenditures or to take action to 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 of otharwise shall be construed so as to limit or restrict the rights and remedies available to
Lender following an Event of Default, or in any way to limit or restrict the rights and ability of Lender to proceed
directly against Grantor“and/ar against any other co-maker, guarantor, surety or endorser and/or to proceed against
any other collateral directly orindirectly securing the Indebtedness.

Attorneys' Fees; Expenses. |f Léfder institutes any suit or action to enforce any of the terms of this Mortgage,
Lender shall be entitled‘to recover slUgh sum as the court may adjudgs reasonable as attorneys' fees at trial and
upon any appeal. Whether ‘or not:ahy court action is involved, and to the extent not prohibited by law, all
reasonable expenses Lendef incurs that in Lender'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 date of the expenditure untit repaid. Expenses covered by this paragraph include,
without limitation, however subject to-any Timits under applicable law, Lender's attorneys' fees and Lender’s legal
expenses, whether or not there is.a lawsuit, including attorneys’ fees and expenses for bankruptcy proceedings
{including efforts to medify or vacate-any automatic stay or injunction), appeals, and any anticipated postjudgrnent
collection services, the cost of searchrng records obtaining title reports (including foreclosure reports), surveyors’
reports, and appraisal fees and title insUrance; to.the extent parmitted by applicable law. Grantor afso will pay any
court costs, in addition to all other sums provrded by law.

NOTICES. Subject to applicable law, and except for notice required or allowed by law to be given in another manner,
any notice required to be given under this Mortgage, ingluding without limitation any notice of default and any notice of
sale shali be given in writing, and shail be effective-when actually defivered, when actually received by telefacsimile
{unless otherwise required by law), when deposited with a nationally recognized avernight 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 gopies of notices of foreclosure from the holder of any lien which has
priority over this Mortgage shall be sent to Lender's address, as shawn near the beginning of this Mortgage. Any party
may change its address for notices under this Mortgage by giving 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 kesp 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 another manner, if there is mare than one Grantor, any notice given by Lender to any Grantor is
deemed to be notice given to all Grantors, S

MISCELLANEQUS PROVISIONS. The following mrscelfaneous provrsrons are a part of this Mortgage:

Amaendments. This Mortgage, together with any Related Documents, constitutes the entire understanding and
agreement of the parties as to the matters 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 to be charged or
bound by the alteration or amendment.

Annual Reports. If the Property is used for purposes other than Grantor s resrdence, Grantor shall furnish to
Lender, upon request, a certified statement of net operating rnoo_me recaived from the Property during Grantot's
previous fiscal year in such form and detail as Lender shall require. "Met pperating income" shall mean all cash
receipts from the Property less all cash expenditures made in connection wrth thé operatlon of the Proparty.

Caption Headings. Captien headings in this Mortgage are for comenrence purposes only and are not to be used to
interpret or define the provisions of this Mortgage. :

Governing Law, This Mortgage will be governed by faderal law appllcable to Lender and, to the extent not
preempted by federal law. the laws of the State of Washington without regard to ts eonﬂlots of law provisions,
This Mortgage has been accepted by Lender in the State of Washington. G

Choice of Venue. If there is a lawsuit, Grantor agrees upon Lender's request to submlt to the jurisdiction of the
courts of Whatcom County, State of Washington.

No Waiver by Lender. Lender shall not be deemed to have waived any rights under thrs Mortgage uniess such
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
Grantor, shall constitute a waiver of any of Lender's rights or of any of Grantar's obligatians_ag™to_ any future
transactions. Whenaver the consent of Lender is required under this Mortgage, the grantingof .such consent by
Lender in any instance shall not constitute continuing consent to subseguent instances whers such oonsent is
required and in all cases such consent may be granted or withheld in the sole discretion of Lender: .

Saverability. If a court of competent jurisdiction finds any provision of this Mortgage to be rliegal, |rwallcl or
unenforceable as to any circumstance, that finding shall not make the offending provision illegal, rnva_lrd ‘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 cannot be so modified, it shall-be
considered deleted from this Mortgage. Unless otherwise required by law, the illegality, mvahdrt\;, Qar
unenforceability of any provision of this Mortgage shall not affect the legality, validity or enforceability of any other_:
provision of this Mortgage. D

Merger There shall be no mergar of the interest or estate created by this Morigage with any other interest or’ |
astate in the Proparty at any time held by or for the benefit of Lender in any capacity, without the written consent‘_
of Lender. _

Successors and Assigns. Subject to any limitations stated in this Mortgage on transfer of Grantor's interest, this
Martgage shall be binding upon and inure to the benefit of the parties, their successors and assigns. |f ownership .
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; of the ‘Property becomes vested 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 forbearance or extension
y wrtheut releasmg Grantor from the obligations of this Mortgage or liability under the Indebtedness.

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

-..Walver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the homestead
exemption iaWS of the State of Washington as to all Indebtedness secured by this Mortgage.

DEFINITIONS: The following capitalized words and terms shall have the following meanings when used in this
Mortgage. tinless’ specrflcally stated to the contrary, ail 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 sirigular, as the context may require. Words and terms not otherwise defined in this Mortgage shall
have the méar_riﬁgs-attribdtéd to such terms in the Uniform Commercial Code:

Borrower. The vord. "Borrower means $/G PROPERTIES, L.P. and includes zll co-signers and co-makers signing
the Note and all their successors and assigns.

Dafault. The word :-“.Dejault_ ‘means the Default set farth 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 Morigage in the
events of default section of this-Mortgage.

Grantor. The word "Grantor means S/G PROPERTIES, L.P.,

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 t¢ Lender, including without limitation a
guaranty of all or part of the, Note.

Improvements. The word "Improvements means all existing and future improvements, buildings, structures,
mobile hames affixed on the“Real Property, facilities, additions, replacements and other construction on the Real
Property. .

Indebtedness. The word "Indebtedness means all principal, interest, and other amounts, costs and expenses
payable under the Note or Related- lZJoc:urrn'gntsr together with all renewals of, extensions of, modifications of,
consolidations of and substitutions for.the Nete ‘ot Related Documents and any amounts expended or advanced by
Lender to discharge Grantor's obligatioris of expenses incurred by Lender to enforce Grantor's obligations under
this Mortgage, together with interest on such ‘amounts as provided in this Mortgage,

Lender. The word "Lender” means Frontier Bank |ts successors and assigns.
Mortgage. The word "Mortgage" means thls Mor’cgage between Grantor and Lender.

Note. The word "Note" means the promissory note dated October 20, 2008, in the original principal
amount of $320,000.00 from Grantor to L:ender, together with all renewals of, extensions of, madifications
of, refinancings of, consolidations of, and substitutions for the promissory note or agreement. The maturity date of
this Mortgage is October 20, 2018. NOTICE TO GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Personal Property. The words "Personal Property” mean au equlpment fixtures, and other articles of personal
property now or hereafter owned hy Grantor, and now .or hereafter attached 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 theréon.and procéeds {including without limitation alfl insurance
proceeds and refunds of premiums) from any sale or other drsposrtlon of the Property.

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

Real Property. The words "Real Property" mean the real property!_-lnterests and rights, as further described in this
Mortgage. ;o3

Related Documents. The words "Related Documents" mean all promlssory notes, credit agreements, loan
agraements, environmental agreements, guaranties, security agreements,,meﬁgages, deeds of trust, security

deeds, collateral mortgages, and all other instruments, agreements" aud documems, whether now or hereafter
existing, executed in connection with the Indebtedness. ;

Rents. The word "Rents” means all present and future rents, revenues, mcome, |ssues royalties, profits, and
other benefits derived from the Property. L .

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS MORTGAGE AND GRANTDR AGREES
TO ITS TERMS.

GRANTOR:

S§/G PROPERTIES, L.P.

By:
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PARTNERSHIP ACKNOWLEDGMENT

STA_TE.-OF fAJA;HI we 1o }
) 88
coumv OF Sh% r )
On this 22 o A S day of (_Oc‘ "f‘t' be , 20 && | pefore me, the undersigned

Notary Public, personally -appeared BRYAN 5. SAKUMA, General Partner of S/G PROPEHTIES L.P., and personaily
known to me or proved to me on the basis of satisfactory evidence to be a partner or designated agent of the
partnership that executed the Mortgage and acknowledged the LopsstRae to be the free and voiuntary act and deed of

3 at 6&{ EcenNe Tod

Aama ﬁb"“""ﬁ.

Notary Public in g ‘For‘tha Siate’ of MSH/ ,Jé - ission expires ?/2 tr/zcyo

STATEOF N ASH  Ale 73 mis” o )
W e } S

COUNTYOF _ Saaser . 0 )

On this 272 "J day of __%ﬁ_e:& , 20 & F |, before me, the undersigned

Notary Public, personally appeared SATORU.SAKUMA, General Partner of S8/G PROPERTIES L.P., and personally
known to me or proved to me on the basis ofsatisfactory evidence to be a partner or designated agent of the

partnership that executed the Mortgage and acknowledged the jipr¥a be the free and voluntary act and deed of
the partnership, by authority of statute or its Partriership Ags g heyees and purposes therein mentioned, and
e¢n oath sta that he or she is authorized to execute thig laR wexecuted the Mortgage on bebalf of the
partneryhm S Q ‘ba )

T i Y

P A

Notary Pu ‘Ilc“In'and for )t‘hé State of Oﬁf“’m‘f o J ' r':" ) PUBUC M :c _' ission expires c?i 2‘/@ 2/

LASER PRO Lending, Ver. 5.42.00.004 Capr. Harland Financial Solutions Ing.: 1997 2008. Al Rights Reserved. -
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" Schedule “A-1”
o DESCZRIPTION:
PARCEL "AI'

That portlon of fhe Southwest ¥ of the Southwest % of Section 2, Township 34 North, Range 3 East, WM.,
lying Sothérly of Ovenell Road, EXCEPT dike and ditch rights of way.

Situate in the County 6f Skagit, State of Washington.
PARCEL "B"; L

That portion of the Southeast ‘A of the Southeast ¥4 of Section 3, Township 34 North, Range 3 East, WM.,
lying Southerly of Ovenell Road, EXCEPT ditch and dike rights of way.

Situate in the County of Skaglt,--- Sta_l_te' o__f Washington.
PARCEL "C"; | e

That portion of the East % of the Souﬂw.vest_ Y of the Southeast " of Section 3, Township 34 North, Range 3
East, W.M., lying South of the centerline.of the Boyd Hill ditch, being more particularly described as follows:

Beginning at the Southeast corner of the Southwest ¥4 of the Southeast ¥ of said Section 3, said point being
North 89°17'30" West, 1,312.9 feet from the Séction corner common to Sections 2, 3, 10 and 11;

thence along the South line of said Southwest V4 of the Southeast ¥, North 89°17'30" West, 656.4 fect to the
West line of the East V4 of said Southwest ¥ of the Southéast Yay: |

thence North 01°01'00" West, 676.3 feet to the centerline of tie Boyd Hﬂl ditch, which point is witnessed by
a 2 inch iron pipe set South 01°01'00" East, 10 feet; -

thence along the centerline of said Boyd Hill ditch, North 58"00'30" East, 405 3 feet;

thence North 42°09'30" East, 340.8 feet;

thence South 89°56'30" East, 76.7 feet to the East line of said Southwest ‘/ﬁ of the Southeast 4 of said Section
3, said point being witnessed by a 2 inch iron pipe set South 00°5730" East, 10.0 feet;

thence South along the East line of said Southwest ¥4 of the Southeast %4 to the point of beginning, EXCEPT
that portion, if any, lying within the boundaries of the as built and existing, Counry road commonly known as
Ovenell Road, AND EXCEPT ditch and dike rights of way, if any. - .

Situate in the County of Skagit, State of Washingtor.
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