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DATE: February 22 2010

Reference # (if apphcable} QQQZZ Additional on page
Grantor(s):
1. CHALLENGER RIDGE ESTATES LLC

Grantee(s)
1. BUSINESS BANK

Legal Description: SECTION 8, TOWNSHIP-SQ,“RANGE 8; PTN. GOV. LOT 4 AND 5 AND
SECTION 7, TOWNSHIP 35, RANGE-S‘; P-TN.. NE NE
Additional on page 9

Assessor's Tax Parcel ID#: 350807-1- 021 0009 350808 0-005-0016, 350808-0-005-0107

THIS MORTGAGE dated February 22, 2010, is made ‘and executed between CHALLENGER
RIDGE ESTATES, LLC; A Washington Limited Liability' Company (referred to below as
"Grantor") and BUSINESS BANK , whose mailing. address is 1854 SO BURLINGTON BLVD,
BURLINGTON, WA 98233 (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- lnterest irand to the following described real property, together with all existing or subsequently erected or
affixed burldmgs imprevements and fixtures; all sasements, rights of way, and appurtenances; all water, water rights,
watarcourses and ditch-rights (including stock in utilities with ditch or irrigation rights); and all other rights, royalties,
and profits-relating to_the:real Jproperty, includiny }gAwnhout limitation all minerals, cil, gas, geothermal and similar
matters, {the "Real Property”) located in SKAGIT County, State of Washington:

See SEE SGHEDULE which is attached to this Mortgage and made a part of this
Mortgage as if fu!ly set forth herein.

The Real Prope or its. address is commonlz known as 42921, 43031 & 43095
CHALLENGER RO D ‘CONCRETE, WA 98237. The Real Progerty tax identification number is
350807-1-021 0009 350808-0 005-0016, 350808-0-005-01

Grantor hereby assigns as’ securlty 6 Lender, all of Grantor's right, title, and interest in and to all leases, Rents, and
profits of the Property., This assignmerit is recorded in accordance with RCW 65.08.070; the lien created by this
assignment Is intended to be:spetific, perfected and choate upon the recording of this Mortgage. Lender grants to
Grantor a license to collect ‘the Rents and profits, which license may be revoked at Lender's option and shall be
automatically revoked upon acceleration of alf or part of the Indebtedness.

THIS MORTGAGE, INCLUDING “THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, 1S GIVEN TO-SEGURE" (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 othenmse provided in this Mortgage, Grantor shall pay to Lender all
amounts secured by this Mortgage as they beeome dire 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 following prowsrons #

Possession and Use. Until the oceurrenge ofan. Event of Detfault, Granter may (1) remain in possession -and
control of the Property; (2} use, operate of mdnage 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 to other limitations on the Property.

Duty to Maintain. Grantor shall maintain the' P'roperty in tenantable condition and promptly perform all repairs,
replacements, and maintenance necessary to preserve its valye.

Nuisance, Waste. Grantor shall not cause, conduct or permit ‘any nuisance hor commit, permit, or suffer any
stripping of or waste on or to the Property or any portion. af the Property Without limiting the generality of the
foregoeing, Grantor will not remove, or grant to any otherparty the right to remove, any timber, minerals (including
oil and gas), coal. clay, scoria, soil, gravel or rock products W|thout Lender s prior written consent.

Removal of Improvemenis Grantor shall nat demolish_of remove any. Improvements from the Real Property
without Lender's prior written consent. As a condition to the® removal.of any Improvements, Lender may require
Grantor to make arrangements satisfactery to Lender to replace such Impmvements with Improvements of at least
equal value. ; :

Lender's Right to Enter. Lender and Lender's agenis and representatwes may enter upon the Real Property at all
reasonable times to attend to Lender's interests and fo mspect the Real Property for purposes of Grantor's
compliance with the terms and conditicns of this Mortgage. k E

Compliance with Governmental Requirements. Grantor shall promptiy comply, “and shall promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
ctherwise use or occupy the Property in any manner, with all laws, ordinances, and. ‘regulations, now or hereafter
in effecl, of all governmental authorities applicable to the use or occupancy of the Property, including without
limitation, the Americans With Disabilitfes Act. Grantor may contest inigéad. faith any:Such law, ordinance, or
regutation and withhald coempliance during any proceeding, including appropriate; appeals $o long as Grantor has
notified Lender in writing prior to doing s0 and so long as, in Lender's solg opinion,Lender's interests in the
Property are not jeopardized. Lender may require Grantor to post adequate secunty af a surety bond reasonably
satisfactory to Lender, to protect Lender's interest. ;

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. i

DUE ON SALE - CONSENT BY LENDER. iLender may, at Lender's option, {A) declare |mmadlate|,y due and payable all
sums secured by this Mortgage or (B} increase the interest rate provided for in the Note or other’ dor:ument avidencing
the Indebtedness and impose such other conditions as Lender deems appropriate, upon the Sale” ar. “transfer, without
Lender's prior written consent, of all or any part of the Real Property, or any interest in the Real Property. A “sale or
transfer” means the conveyance of Real Property or any right, title or interest in the Real Property, whéther: legal,
beneficial or equitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale toniract, land
contract, contract for deed, leasehold interest with a term greater than three (3) years, lease-option contractor by sale,
assignment, or transfer of any beneficial interest in or to any land trust holding title to the Real Property, or by.any other-
method of conveyance of an interest in the Real Property. If any Grantor is a corporation, partnership of limited: Ilablllty.'
company, transfer also includes any change in ownership of more than twenty-five percent (25%) of the viting stock,

parinership interests or limited liability company interests, as the case may be, of such Granfor. However, this dptior}-- T

shall not be exercised by Lender if such exercise is prehibited by federal law or by Washington law.
TAXES AND LIENS. The following provisions relating to the taxes and liens en the Property are part of this Mortgage;.

Payment. Grantor shall pay when due (and in all events prior to delinguency) all taxes, payroll taxes, spemal laxes, :
assessments, water charges and sewer service charges levied against or on account of the Property, and shall pay ;.-
when due all claims for work done on or for services rendered or material fumished to the Property. Grantor shélf

maintain the Property free of any liens having priority over or equal to the interest of Lender under this Mortgage,
except for the Existing Indebtedness referred to in this Mortgage or those liens specifically agreed to in writing by
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3-: "Lender and except for the lien of taxes and assessments not due as further specified in the Right to Contest
_paragra ph

Right to Contest Grantor may withhold payment of any tax, assessment, or ctaim in connection with a good faith
dispute over the abhgatlon to pay, so long as Lender's interest in the Property is not jeopardized. If a lien arises or
is filed as‘a result of nonpayment, Grantor shall within fifteen {15) days after the lien arises or, If a lien is filed,
within.fifteeri. (15) days after Grantar has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with-Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the fien plus any costs and attomeys’ fees, or other charges that could accrue as a
result of a foreclosidre or sale under the lien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adversejudgment before enforcement against the Property. Grantor shall name Lender as an additional
obligee under any surety bond-furnished in the contest proceedings.

Evidence of Payment.” Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes
or assessments and shall authorize the appropriate governmental official to deliver to Lender at any time a written
statement of the taxes and assesements against the Property.

Notice of Construction Grantor shall. notify Lender at least fifteen (15} days before any work is commenced, any
services are furnished, or apy 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 Lender advance assurances satlsfactory to Lender that Grantor can and will pay the cost of such
improvements. .

PROPERTY DAMAGE INSURANCE The followmg 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 repIacement 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. Grantor shall-alsg’ procure and maintain comprehensive general liability insurance in such
coverage amounts as Lender may request with Lenderbeing named as additional insureds in such liability insurance
policies. Additionally, Grantor shall mairtain such’other insurance, including but not limited to hazard, business
interruption and boiler insurance as Lender may réquire. Policies shali be written by such insurance companies and
in such form as may be reasanably acceptable to-Lender. Grantor shall deliver to Lender cartificates of coverage
from each insurer containing a 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 fiability for failure
to give such notice. Each insurance policy alsa.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 person. Should the
Real Property 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, within 45
days after notice is given by Lender that the Property is {ecated i a special flood hazard area, far the full unpaid
principal balance of the loan and any prior Yiens on the preperty seguring the loan, up to the maximum policy limits
set under the National Flood Insurance Program, or, as othenmse required by Lender, and to maintain such
insurance for the temm of the loan. :

Application of Proceeds. Grantor shall promptly notlfy 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- thé, casualty. Whether or not Lender's
security is impaired, Lender may, at Lender's election, receive arid retain the proceeds of any insurance and apply
the proceeds to the reduction of the Indebtedness, payment of: any lien affectmg the F'roperty, or the restoration
and repair of the Property. If Lender elects to apply the proceedsito restoration and repair, Grantor shall repair or
replace the damaged or destroyed Improvements in a manner: satisfactary to Lender. Lender shall, upon
satisfactory proof of such expenditure, pay or reimburse Grantor fromi the preceeds for the reasonable cost of
repair or restaration if Grantor is not in default under this Mortgage.=Any preceeds which have not been disbursed
within 180 days after their receipt and which Lender has not committed to-the repair. or restoration of the Properly
shall be used first to pay any amount owing to Lender under this Morigage,‘then to pay accrued interest, and the
remaindet, 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 proceads shall be paid without’ |nterest to Grantor as Grantor's interests
may appear. <

Compliance with Existing Indebtedness. During the peried in which any Emstlng Indebtedness described below is
in effect, compliance with the insurance provisions contained in the instrument” evidencing such Existing
Indebtedness shall constitute campliance with the insurance provisions under this Mortgage, to the extent
compliance with the terms of this Mortgage would constitute a duplication of. insurance requirement. If any
proceeds from the insurance become payable on loss, the provisions in this Mortgage:for-division of proceeds shall
apply only to that portion of the proceeds not payable to the holder of the Existing Indebtedness

Grantor's Report on Insurance, Upon request of Lender, however not more than once a year, Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1) the name of the insurer; (2).ithe risks
insured; (3) the amount of the poficy;: (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. Grantorshall, upon
request of Lender, have an independent appraiser satisfactory to l.ender determine the cash value replacement cost
of the Property. A ;

LENDER'S EXPENDITURES. If any action or proceedlng is commenced that would materially affect ‘Len“ders lntefest in

the Property or if Grantor fails to comply with any provision of this Morigage or any Related Documents, including but:
not limited to Grantor's failure to comply with any obligation to maintain Existing Indebtedness in geod.staiding as.”
required below, or to discharge or pay when due any amounts Grantor is required to discharge or pay- under this

Mortgage or any Related Documents, Lender on Grantor's behalf may (but shall nat be obligated to) take any actiort ‘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,” 4

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

bear interest at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by o
Grantor. All such expenses will become a part of the Indebtedness and, at Lender's option, will (A) be payable on .

demand; (B) be added to the balance of the Note and be apportioned among and be payable with any installment ™

payments to bacome due during either {1} the term of any applicable insurance policy; of (2} the remaining term of .

the Note; or {C) be treated as a balloon payment which will be due and payable at the Note's maturity. The Mortgage
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alsolwrﬂ secut’e Tpayment of these amounts. Such right shall be in addition to all other rights and remedies to which
Lender.may be’ entttted upen Default.

WARRANTY DEFENSE OF TITLE., The following provisions relating to ownership of the Property are a part of this
Morigage: -
Title: Granter warrants that: (a) Grantor holds good and marketable title of record to the Property in fee simple,
free atid cleak of all lishs and encumbrances other than those set forth in the Real Praperty descnptlon or in the
Existing Indebtedness settion below or in any title insurance policy, title report, or final title opinion issued in favar
of, and accepted by Lender in connection with this Mortgage, and (b) Grantor has the full right, power, and
authority to exécute and delwer this Morigage to Lender.

Defense of Tltle Sub}ect o _the exception in the paragraph above, Grantor warrants and will forever defend the
titie to the Property against the:lawful claims of all persons. In the event any action or proceeding is commenced
that questions Grantor's-title or the interest of Lender under this Mortgage, Grantor shall defend the action at
Grantor's expense. @Grantar 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
Grantar will deliver.or cause to'be. dehvered to Lender such instruments as Lender may request fram time to time
to permit such parhclpatlon

Compliance With Laws.: Grantor warrants that the Property and Grantor's use of the Property complies with alt
existing applicable laws, ordlnances “and regulations of governmental authorities.

Survival of Representations, ; and’ Warrantles All representations, warranties, and agreements made by Grantor in
this Mortgage shall survive thg" execution and delivery of this Morigage, shall be continuing in nature, and shall
remain in full force and effect untll suth tlme as. Grantors Indebtedness shall be paid in full.

EXISTING INDEBTEDNESS, The followmg pmws:ons concermng Existing Indebtedness are a part of this Morigage:

Existing Llen. The lien of this Mongage_sec;urmg the Indebtedness may be secondary and inferior to an existing
lien. Grantor expressly covenants and-agrees:to pay, or see to the payment of, the Existing lndebtedhess and to
prevent any default on such indebtedness, any default:under the instruments evidencing such indebtedness, or any
default under any securlty documents for-"suc’h indebtedhess

No Modification. Grantor shall not enter mto any agreement with the holder of any mortgage, deed of trust, or
other security agreement which has priority“over this Mortgage by which that agreement is modified, amended,
extended, or renewed without the prior wri_t_te_n consent of Lender. Grantor shall neither request nor accept any
future advances under any such security agreement without the prior written cansent of Lender.

CONDEMNATION. The following provisions relating fo'gondemnation proceedings are a part of this Morigage:

Proceedings. If any praceeding in condemnation is filed, .Granter shall promptly notify Lender in writing, and
Grantor shall promptly take such steps as may be necessary 16 defend the action and obtain the award. 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 its ownicheice all at Grantor's expense, and Grantor will deliver or
cause to be delivered 1o Lender such instrurments and documentatlon as may be requested by Lender from time to
time to permit such participation.

Application of Net Proceeds. If all or any part of the Property i condemned by eminent domain praceedings or by
any proceeding or purchase in fieu of condemnation, Lender may 21 its electioh require that all or any portion of the
net proceeds of the award be applied to the Indebtedness or the:tepair or réstoration of the Property. The net
proceeds of the award shall mean the award after payment of ali feasonable costs expenses, and attorneys’ fees
incurred by Lender it connection with the condemnation. ;

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES “The followmg provisions relating
to governmental taxes, fees and charges are a part of this Mortgage: S

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shalf execute such documents in addition to
this Mortgage and take whatever other action is requested by Lender to peffect and _contmue Lender's lien on the
Real Property. Grantor shall reimburse Lender for all taxes, as desciibed below, together with all expenses
incurred In recording, perfecting or continuing this Mortgage, including. without’ l:rmtatlon all taxes, fees,
documentary stamps, and other chargas for recording ar registering this Mortgage :

Taxes. The following shall constitute taxes ta which this section applies: (1} a specsﬁc tax upon this type of
Mortgage or upon all or any part of the Indebtedness secured by this Mortgage! (Z) a specific tax on Grantor

which Grantor is authorized or required to deduct from payments on the Indebledness secured by this type of
Mortgage; (3) a tax on this type of Mortgage chargeable against the Lender or the holder-of e Nate; and {4) a
spedcific tax on all or any pertion of the indebtedness or on payments of principal and interest 'made’ by, Grantor.
Subsequent Taxes. If any tax to which this section applies is enacted subsequent & the date of this Mortgage,
this event shall have the same effect as an Event of Default, and Lender may exercise ary of all-of its available
remedies for an Event of Default as provided below unless Grantor either (1) pays the tax before. it becomes
delinguent, or (2) contests the tax as provided above in the Taxes and Liens section and deposﬂ;s wnth ‘Lender
cash or a sufficient corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The foliowing provisions relating to this Mortgage @5 8 securlty
agreement are a part of this Morigage:

Security Agreement. This instrument shall constitute a Security Agreement to the extent any of ’the F’mperty-,
constitutes fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commermat Code
as amended from time to fime. B

Security Interest. Upon request by Lender, Grantor shall take whatever action is requested by Lend‘er :to perfeg;t""

and continue Lender's security interest in the Rents and Perscnal Property. In addition to recording this !_\__Ilortgage;;" i
in the real property records, Lender may, at any time and without further authorization from Grantor, file‘executed ; »

counterparts, copies or repraductions of this Mortgage as a financing statement.  Grantor shalt reimburse Lender’

for all sxpenses incurred in perfecting or continuing this security interest. Upon default, Grantor shall not refmove;, - -~ '
sever or detach the Personal Property from the Property. Upon defaull, Grantor shall assemble any Personal = .
Property not affixed to the Property in 2 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 extentu‘-"
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"permltted by app!lcable law.

"‘;Addresses +#The mailing addresses of Granior (debtor) and Lender (secured parly) from which information
congerning” ‘thesécurity interest granted by this Morigage may be obtained (each as required by the Uniform
Commermal 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-insfact are a:part. of:this Mortgage:

Further Assurances. At any time, and from time to time, upen 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 gs.Lendér may deem appropriate, any and all such mortgages, deeds of trust, security deeds, security
agreements, financing statesménts, continuation statements, instruments of further assurance, cerfificates, and
other documents as may, in the sale opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserve (1)  Granter’s obligations under the Note, this Merigage, and the Related
Documenits, and (2§ .the liéns and security interests created by this Mortgage on the Property, whether now
owned or hereafter.acquired by “Grantor. Unless prohibited by law or Lender agrees to the contrary in writing,
Grantor shall reimburse Lender for all cests and expenses incurred in connection with the matters referred to in this
paragraph. : P

Attorney-in-Fact. If Grantor fails to d(’) any of the things referred to in the preceding paragraph, Lender may do so
for and in the name of Grantorand at Srantor's expense. For such purposes, Grantor hereby irrevocably appoints
Lender as Grantor's attorney—ln~fact #0r thie purpose of making, executing, delivering, filing, recording, and doing all
ather things as may be necessary’ cr desurable m Lender's sole opinion, to accomplish the matters referred to in
the preceding paragraph. ] .

FULL PERFORMANCE. If Grantor pays.all the Indebtedness when due, and otherwise performs all the obligations
imposed upon Grantor under this Morlgage, Lender shall execute and deliver to Grantor a suitable satisfaction of this
Mortgage and suitable staternents of termination-of any financing statement on file evidencing Lender's security interest
in the Rents and the Personal Property. Grantor W|II pay, if. permltted by applicable law, any reasonable termination fee
as determined by Lender from time to time.

EVENTS OF DEFAULT. Each of the followmg at Lenders option, shall constitute an Event of Default under this
Mortgage:
Payment Default. Grant_or fails to make anypayment when due under the Indebtedness,

Default on Other Payments. Failure of Grantor_\i\rithin the time required by this Mortgage to make any payment for
taxes or insurance, or any other payment necessary to prevent_ﬂ_ﬁling of or to effect discharge of any lien.

Environmental Default. Failure of any party to comply with or perf‘brm when due any term, obligation, covenant or
condition contained in any environmental agreement executed in cennec’uon with the Property.

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

Default in Favor of Third Parties. Should Grantor default under any Ioan &xtension of credit, security agreement,
purchase or sales agreement, or any other agreement, in favor of any othér creditor or person that may materially
affect any of Grantor's property or Grantor's ability to repay the Indebtedness ar Grantor's ability to perform
Grantor's obligations under this Mortgage or any of the Related Documents

False Statements. Any warranty, representation or statement, made or fumlshed to Lender by Grantor ar on
Grantor's behalf under this Morigage or the Related Documents. is false .or misleading in any material respedt,
gither now or at the time made or fumished or becomes false or misleading at any time thereafter.

Defective Collateralization. This Mortgage or any of the Related Documents’ c:eases to be in ful force and effect
{including failure of any collateral document to create a valic and perfected security mterest or lien) at any time and
for any reason. : .

Death or Insolvency. The dissolution of Grantor's {regardless of whether election to” centinue is made), any
member withdraws from the limited liability company, or any other termination, 6f Grantor's existence as a going
business or the death of any member, the insolvency of Grantor, the appomtrnent ofa receiver for any part of
Grantor's property, any assignment for the benefit of creditors, any typg of creditor=workout, or the
commencement of any proceeding under any bankruptcy or insolvency laws by or’against Grantor

Creditor or Forfeiture Proceedings, Cocmmencement of foreclosure or forfeiture p_roce_edmgs, whether by judicial
proceeding, self-help, repossession or any other method, by any creditor of Grantor ar by any governmental agency
against any property securing the Indebtedness. This includes a garnishment of any of Grahtsr's accounts,
including deposit accounts, with Lender. However, this Event of Default shall not apply: it there is a good falth
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 crediter or forfeiture proceeding, in an amount determmed by Lender m its
sole discretion, as being an adequate reserve or bond for the dispute. . : S

Existing Indebtedness. The payment of any installment of principal or any interest on the Emstlng rndebtedness is
not made within the time reguired by the promissory note evidencing such indebtedness, or a default scours under
the instrument securing such indebtedness and is not cured during any applicable grace period in such mstrument
or any suit or ather action is commenced to foreclose any existing lien on the Property. 3

Breach of Other Agreement. Any breach by Grantar under the terms of any other agreement between Grantor and,,-”

Lender that is not remedied within any grace period provided therein, including without limitation any, agreement _?:'
concerning any indebtedness or other obligation of Grantor to Lender, whether existing now or later. : S

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of the-

Indebtedness or any Guarantor dies or becomas incompstent, or revokes or disputes the validity of, or hablllty

under, any Guaranty of the Indebtedness.

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender believes the
prospect of payment or performance of the Indebtedness is impaired.
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; ‘Insecuritj:( :Lender in good faith believes itseif insecure.

RIGHTS"AND. REMEDI’ES ON DEFAULTY. Upon the occurrence of an Event of Default and at any time thereafter, Lender,
at Lender's’ optlon may exercise any one or more of the following rights and reamedies, in addition to any other rights or
remedies prowded by lav

Acceleraté |ndebtedness Lender shah have the right at its option without notice to Grantor to declare the entire
Indebtedness lmmedlately due and payable, including any prepayment penaity that Grantor would be required to
pay.

UCC Remedies. Wath respet:t 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_shal'l_: Have the right, without notice to Grantor, to take possession of the Property and
¢ollect the Rents, incliding amounts past due and unpaid, and apply the net proceeds, over and above Lender's
costs, against the Indebtedpéss. In furtherance of this right, Lender may require any tenant or other user of the
Property to make payments of-rent or use fees direclly to Lender. If the Renls are collected by Lender, then
Grantor irrevocably: designates Lender as Grantor's attorney-in-fact to endorse instruments received in payment
thereof in the name of Grantor andto negotiate the same and collect the proceeds. Payments by tenants or other
users to Lender in responsé to Lender's demand shall satisfy the obligations for which the payments are made,
whether or not any prepéer grounds forthe demand existed. Lender may exercise its rights under this subparagraph
either in person, by agent, or through.a receiver.

Appoint Receiver. Lender® shall have the nght te have a receiver appointed to take possession of all or any part of
the Property, with the powertd protect'and preserve the Property, to operate the Property preceding or pending
foreclosure or sale, and to collect the:Rents from the Property and apply the proceeds, over and above the cost 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 Property exceeds the
Indebtedness by a substantial amount Ernployment by Lender shall not disqualify a person from serving as a
receiver.

Judicial Foreclosure. Lendar may obtain a judicial decree foreclosing Grantor's interest in all or any part of the
Property. ; ;

Nonjudicial Sale. If permitted by appflcable Iaw Lender may foreclose Grantor's interest in all or in any part of the
Personal Property or the Real Property by nen-;_:udmual sale.

Deficiency Judgment. If permitted by apphcablé law, Lender may obtain a judgment for any deficiency remaining in
the Indebtedness due to Lender after appllcatlon of all amounts recewed from the exercise of the rights provided in
this section. -

Tenancy at Sufferance. If Grantor remains in possessmn of the'Property after the Property is sold as provided
above or Lender otherwise becomes entitled to possession of ‘the, Property upon default of Grantor, Grantor shall
become a tenant at sufferance of Lender ar the purchaser of the Property and shall, at Lender's option, either (1)
pay a reasonable rental for the use of the Property, oF {2) vacate the Property immediately upon the demand of
Lender. g

Other Remedies. Lender shall have all other rights and remedres prowded in thls Mortgage or the Note or available
at law or in equity.

Sale of the Property, To the extent permitted by applicable Iaw. Grantor hereby waives any and all right to have
the Property marshalled. In exermsmg its rights and remedies,’ Lénder shall be free to sell all or any part of the
Property together or separately, in one sale or by separate safes. Lender shalf be entitled to bid at any public sale
on all or any portion of the Property.

Notice of Sale. Lender shall give Grantar reasonable notice of the t|me and piace of any public sale of the Personal
Property or of the time after which any pnvate sale or other intended dispgsition of-the Personal Property is to be
made. Reasonable notice shall mean notice given at least ten (10} days before the time of the sale or disposition.
Any sale of the Personal Property may be made in conjunction with any sale;of the Real. Pmperty

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursun of any ather remedy, and
an election to make expenditures or to take action to perform an obligation of Grantor-Under this Merlgage, after
Grantor's failure to perform, shall not affect Lender's right to declare a default-ard exercise its remadies. Nothing
under this Mortgage or otherwise shall be construed so as to limit or restrict the right$ and remedies available to
Lender following an Event of Default, or in any way to limit or restrict the rightsrand ability of Lender to proceed
directly against Grantor and/or against any other co-maker, guaranior, surety or endtarser anﬁf o040 proceed against
any other collateral directly or indirectly secuting the Indebtedness. L

Attorneys' Fees; Expenses. if Lender institutes any suit or action to enforce any of the tarms of thls Mortgage,
Lender shall be entitled to recover such sum as the court may adjudge reasonable as attorneys! fees at trial and
upon any appeal. Whsther or not any court action is involved, and to the extent not prohibited by, law, ali
reasonable expenses Lender 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 until repaid. Expenses covered by this paragraph include,
without limitation, however subject to any limits under applicable law, Lender's attorneys' feés and Lenders legal
expenses, whether or not there is a lawsuit, including attorneys' fees and expenses for bankruptcy proceedmgs
{including efforts to modify or vacate any automatic stay or infunction), appeals, and any anticipated post—;udgment
collection services, the cost of searching records, obtaining title reports (including foreclosure reports), suneyors'
reports, and appraisal fees and title insurance, to the extent permitted by applicable law. Grantor alscr WIII pay any'
court costs, in addition to all other sums provided by law. :

NOTICES. Subject to applicable law, and except for notice required or aliowed by law to be given in another manner Y

any notice required to be given under this Mortgage, including without limitation any notice of default and any, riotice of

sale shall be given in writing, and shall be effective when actually delivered, when actually received by telefacsrrmie;

{unless 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 shown near the beginning of this Martgage. Any party

may change its address for notices under this Mortgage by giving formal written notice to the other parties, specifying

D
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that the purpose of the notice is to change the party's address. For notice purposes, Grantor agrees to keep Lender
infarmed-gt all times of Grantor's current address. Subject to applicable law, and except for notice requited or allowed
by faw to.bé given in another manner, if there is more than one Grantor, any notice given by Lender to any Grantor is
deemed to be’ notrc:e glven to all Grantors.

M!SCELLANEDUS:: P_ROVJ_SIONS. The fallowing miscellaneous provisions are a part of this Mortgage:

Amendments.: -This _Martgage, together with any Related Documents, constitutes the entire understanding and
agreement of the parlies. 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 oF ar‘nendment

Anhual Reports. If" the F‘roperty is used for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upon request: a certified statement of net operating income received from the Property during Grantor's
previous fiscal year in su@ch.form and detail as Lender shall require. "Net operating income" shall mean all cash
receipts from the Property.less all gash expenditures made in connection with the operation of the Property.

Caption Headings. éapﬂon ﬁeadmgé in this Mortgage are for convenience purposes only and are not to be used to
interpret or define the provisions of thls Mortgage.

Governing Law. This Mortgage w:l! be governed by federal law applicable to Lender and, to the extent not
preempted by federal law, the laws:of the State of Washington without regard to its conflicts of law provisions.
This Mortgage has been accepted by Lerider in the State of Washington,

Choice of Venue. If there is-a- tawsmt Grantor agrees upon Lender's request to submit to the jurisdiction of the
courts of SKAGIT County, State of Washlngton

No Waiver by Lender. Lender shall not_be” deemed to have waived any rights under this Morigage untess 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 of.any’ ‘other right. A waiver by Lender of a provision of this Mortgage shall
not prejudice or conslitute & waiver of t_enders rlght ctherwise to demand strict compliance with that pravision 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 Grantor’s obligations as to any future
transactions. Whenever the cansent of Leénderis réquired under this Mortgage, the granting of such consent by
Lender in any instance shall not constitite continuing consent to subsequent instances where such consent is
required and in all cases such consent may be granted or withheld in the sale discretion of Lender.

Severability. If a court of competent jurisdiction finds any provision of this Mortgage tc be illegal, invalid, or
unenforceable as to any circumstance, thatfinding shall not _make the offending provision illegai, invalid, or
unenforceable as to any other circumstance. |If feasible, the offending prowswn shall be considered modified so
that it becomes legal, valid and enforceable. If the offending: provision cannot be so medified, it shall be
considered deleted from this Mortgage. Unless otherwise ™ requlred by law, the illegality, mvalrdlty ar
unenforceability of any provision of this Mortgage shall not sifect the Iegallty, validity or enforceability of any other
provision of this Mortgage. .

Merger. There shall be no merger of the interest or estate created by this Mortgage with any other interest or
estate in the Property at any time held by or for the beneﬂt of Lender in any capacity, without the written consent
of Lender.

Successors and Assigns. Subject to any limitations stated in thls Mortgage on transfer of Grantor's interest, this
Mortgage shall be binding upen and inure to the benefit of the parties, their supcessors and assigns. If ownership
of the Property becomes vested in a person other than Grantor; Lender, wuthout notice to Grantor, may deal with
Grantor's successars with reference to this Mertgage and the Ihdebtednéss by way of forbearance or extension
without releasing Grantar from the gbligations of this Mortgage or Ilab”lrty yrider-the Indebtedness.

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

Waiver of Homestead Exemption. Grantor hereby releases and waives all rlghts and benef:ts of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Mortgage.

DEFINITIONS. The following capitalized words and terms shall have the “following meamhgs when used in this
Mortgage. Unless specifically stated to the contrary, all references to dollar amourts shall mean amounts in lawful
money of the United States of America. Words and terms used in the singular shail inclide the plural, and the plural
shall include the singular, as the context may require. Words and terms not othervvlse def‘ned in thls Mortgage shall
have the meanings attributed to such terms in the Uniform Commercial Code: :
Borrower. The word "Borrower” means CHALLENGER RIDGE ESTATES, LLC and |ncludes aII co- srgners and
co-makers signing the Note and all their successors and assigns.

Default. The word "Default” means the Default set forth in this Mortgage in the section tttled "Defau!t“

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

Exnstmg Indebtedness. The waords "Existing Indebtedness” mean the indebtedness descrlbed m the Emstlng L|ens
provision of this Margage. e 3

Grantor. The word "Grantor” means CHALLENGER RIDGE ESTATES, LLC.

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

Guaranty. The word "Guaranty" means the guaranty from Guarantor to Lender, including wnhout Iamrtatlon a__: 4
guaranty of all or part of the Note. :

Improvements. The word “Improvements™ means all existing and future improvements, buildings, structures i
mobile homes affixed an 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 Documents, together with all renewals of, extensions of, modifications of, .-
consolidations of and substitutions for the Note or Related Documents and any amounts expended or advanced by~
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. Lender, tb‘discharge Grantor's obligations or expenses incurred by Lender to enforce Grantor's abligations under
", this-Mortgage; together with interest on such amounts as provided in this Mortgage.

Lender. The word "Lender” means BUSINESS BANK , its succassors and assigns.
Mortga'gé.-'Tﬁe wr'er' "Mortgage” means this Mortgage between Grantor and Lender.

Note. -~"The word "Note™ means the promissory note dated February 22, 2010, in the original principal
amount of $375;000.00 from Grantor to Lender, tagether with all renewals of, extensions of, medifications
of, refinancings of; consolrdatlons of, and substitutions for the promissory note or agreement. The maturity date of
this Mor‘tgage is February 28 2013. NOTICE TO GRANTCR: THE NOTE CONTAINS A VARIABLE INTEREST
RATE.

Personal Property The words “Personal Property" mean all equipment, fixtures, and other articles of personal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Praperty;
together with all accessions, parts, and additions to, all replacements of, and all substitutions for, any of such
property; and together with altissues and profits thereen and proceeds (including withaut limitation all insurance
proceeds and refunds of premlums) frem any sale or other disposition of the Property.

Property. The word "Property" meahs collectively the Real Properly and the Personal Property.

Real Property. The words: "Real Pmper‘ty" mean the real property, interests and rights, as further deseribed in this
Mortgage.

Related Documents. The. words "Reiated Documents" mean all promissory notes, credit agreements, loan
agreements, environmental agreements guaranties, security agreements, mortgages, deeds of trust, security
deeds, collateral mortgages, and alf other ingfruments, agreements and documents, whether now or hereafter
existing, executed in connection with the lndebtedness

Rents. The word "Renis” means-ail present and future rents, revenues, income, issues, royalties, profits, and
other henefits derived from the Property

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

GRANTOR:

CHALLENGER RIDGE E

By:

By:

DOUG SPADY, Manager of CHALLENGER RIDGE ESTATI:'E'S,' L

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

state of _ Wadhingion b
COUNTY OF SKQQI{' )
-rh Ry
On this (Q day of Etoviaona , 20 , befara me, the undersigned

Notary Public, personally appeared RYAN COSTANTI, Makager of CHALLENGER RIDGE ESTATES, LLC and DOUG
SPADY, Manager of CHALLENGER RIDGE ESTATES, LLG, and persanally known to me at praved to me on the basis of
satisfactory evidence to be members or designated agents of tha limited liability company that executed the Mortgage
and acknowledged the Mortgage to be the free and voluntary act and deed of the limited: liability, company, by authority
of statute, its articles of organization or its operating agreement, for the uses and purposes therein mentioned, and on
oath stated that they are authorized to execute this Morti;ai;e and in fact executed the Mortgage on behalf of the limited
liability, cormpany. \\\ ll;

By g JI!ME l@guzd g& D fv b m“l;* . Residing at St”dm LOCDﬂf“-J

TAR) <
Notary Public in and for the State of |120-"" s *0 ? '.; My commission exprres 50 26 ”
= vy Comm. iz
- + Octobee 38, 2041 -
zal ‘RS
RN T LRV

[ASER PRO Lending, Ver. 5.49.00.003 Co ’a-FhTa' ¥ ohitions, Inc. 1987, 2010, Al nghts Reserved
WA i
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Schedule “C”
Legal Description

The ]ail_d'referred to in this report/policy is situated in the State of Washington, County of Skagit, and is
described as follows: .

Government Lot 4, Sectlon 8, Townshlp 35 North, Range 8 East, W.M.;

EXCEPT that portlon conveyed to the Seattle and Northern Railway Company by deed recorded March
24,1919, in Volume 41 of Deeds page 19;

AND EXCEPT that portlon conveyed to the State of Washington by deed recorded Qctober 28, 1949,
under Auditor's File No. 437453 records of Skagit County, Washington;

AND ALSO EXCEPT that portion lymg W|thm the as-built and existing rlght-of—way for Challenger
Road ‘

AND ALSO EXCEPT that portion, if any, conveyed to Slmpson Properties by deed recorded November
29, 1976, under Auditor's File No. 846581, r__ecc_:r_ds of Skagit County, Washington;

TOGETHER WITH that portion, if any, of Government Lot 5, Section 8, Township 35 North, Range 8
East, W.M., conveyed in instrument recorded November 29, 1976, under Auditor's File No. 846582,
records of Skagit County, Washington or Northerly of the boundary line as agreed upon in instrument
recorded under Auditor's File No. 846581, records of Skaglt County, Washington, and described as
follows: :

Beginning at the Northwest section corner of said Section 8; thence So__uth 0°09'38" East along the West
section line of said Section 8, 1,370.34 feet; thence continue along said West section line South 0°09'38"
East 74.52 feet to the true point of beginning of this description; thence North 87°32 32" East 305.23 feet;
thence South 61°41'50" East, 198.28 feet; thence South 46°47'58" East; 475.84 feet to an iron pipe
monument; thence continuning South 46°47'58" East 94 feet, more or Iess to the North bank of the Skagit
River, said pomt being the terminal point of said line.
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