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* .ASSIGNMENT OF LEASES AND RENTS
. AND FIXTURE FILING
GRANTOR: " STERLING HILL HOLDINGS, LLC.,
~ .~ FORMERLY KNOWN AS STERLING HILL, L.L.C.

GRANTEE: " CASCADIA FUND, LLC

ABBREVIATED LEGAL DESCRIPTION:".SE“’_‘_Z;-NE Ya, 21-35-4 E WM, S '2 SE V4, 28-36-3 E W .M,

ASSESSOR'S TAX PARCEL NO.: 360328-4-002-0003, 360328-4-004-0001; 350421-1-007-0001
P‘\‘N l_n-_“f sy TUGHLy , ¥37000

THIS MORTGAGE, SECURITY AGREEMENT ASSIGNMENT OF LEASES AND RENTS
AND FIXTURE FILING (*Mortgage™) is made as of 'the 30th-day of Januvary, 2013, by Sterling Hill
Holdings, L.L.C., a Washington limited liability company,. formerly known as Sterling Hill, L.L.C.
(“Grantor™), whose address is PO Box 870, Burlington, WA ' 98233 and CASCADIA FUND, LLC, a
Washington limited liability company (“‘Lender™), whose address 1s 10510 Northup Way, Suite 300,
Bellevue, Washington 98033.

WITNESSETH: |
GRANTOR HEREBY IRREVOCABLY MORTGAGES, CONVEYS AND ASSIGNS:

A, To Lender all of its present and future estate, right, title and interest in-and to.that certain
real property located in the County of Skagit, State of Washington, as more particulatly described in
Exhibit A attached hereto and made a part hereof, including all hereditaments, appurtenances, easements
and rights thereto or used in connection therewith or as a means of access thereto, together w1th all-right,
title and interest that Grantor now has or may hereafter acquire in the following and any proceeds thereof

1. All income, rents, royalties, revenues, issues, profits and proceeds from any amd"= .
all of such real property, subject, however, to the right, power and authority hereinafter conferred upon .
Lender or reserved to Grantor to collect and apply such income, rents, royalties, revenues, 1ssues prof‘ 1ts _' -
and proceeds. - S



: 2. All deposits or other security or advanced payments, including, without limiting
-the geﬂerallty of the foregoing, rental payments, made by or on behalf of Grantor to others with respect to
() utility service for all or any part of said property or any improvements thereon, (i1) insurance policies
“relating to said property or any improvements thereon, (iii} cleaning, maintenance, repair or similar services
for said property or any part thereof or any improvements thereon, (iv) rental of equipment used in the
operation of any part of said property or any improvements thereon, and (v) parking services for all or any
part of said property. -

3. Al fixtures now or hereafter affixed to such real property, including all
buildings, structures, and improvements of every kind and description now or hereafter erected or placed
thereon and any arid.all-machinery, boilers, equipment (including, without limitation, all equipment for the
generation or distribution of .air, water, heat, electricity, light, telephone, fuel or refrigeration or for
ventilating or air-conditioning purposes or for sanitary or drainage purposes or for the removal of dust,
refuse or garbage), fire- sprinklers and alarms, control devices, partitions, appliances, cabinets, awnings,
window shades, blinds, drapes. and drapery rods and brackets, screens, carpeting and other floor coverings,
incinerators and other properfy of every kind and description now or hereafter placed, attached, affixed or
installed in such buildings, structures ‘or improvements, and all replacements, repairs, additions, accessions
or substitutions or proceeds thereto or therefor; but excluding the movable trade fixtures owned by tenants
leasing space in the Improvements; all of such fixtures whether now or hereafter placed thereon, being
hereby declared to be real property and referred to hereinafter as the “Improvements.”

4, All damages, royalties .and revenue of every kind, nature and description
whatsoever that Grantor may be entitled to receive from any person or entity owning or having or hereafter
acquiring a right to the oil, gas or mineral rights and reservations of such real property, with the right in
Lender to receive and receipt therefor and apply the same to the indebtedness secured hereby either before
or after any default hereunder, and Lender shall-have the rlght to demand, sue for and recover any such
payments but shall not be required to do so. A

5. All proceeds and claims arising on account of any damage to or taking of such
real property or the Improvements or any part thereof, and all causes-of action and recoveries for any loss
or diminution in the value of such real property or the Improvements, including the proceeds of any policy
of insurance covering the Improvements or the proceeds of any condemnatlon action or transfer in lieu of
condemnation. .

All of the property mortgaged or conveyed or intended to be mortgaged or conveyed in
Paragraph A above is hereinafter referred to as the “Real Property.” : :

B. To Lender, as secured party, a security interest in any pomon of the Real Property owned
by Grantor which may be construed to be personal property and in all other personal property of every kind
and description, whether now existing or hereafter acquired and owned by Grantor, or irt which Grantor has
an interest, now or at any time hereafter attached to, erected upon, situated in‘or upon, forming a part of,
appurtenant to, used or useful in the construction or operation of or in connection with, or arising from the
use or enjoyment of all or any portion of, or from any lease or agreement pertaining: tos the Real Property
including: . e

1. All equipment, machinery, inventory, fixtures, fittings, appliance's,_apiparatu:é,__
furnishings, furniture and all other property of every kind and any replacements thereof or additions thereto .:
now or at any time appurtenant to or located upon the Real Property; all personal property of every kind .~
now or at any time hereafter located on or appurtenant to the Real Property and used in connection with _the"'_ o
use, enjoyment, occupancy or operation of the Real Property, Without limiting the foregoing general .~ -
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description, such property includes all equipment and facilities for the generation or distribution of air,
-\a_f_atér,.--heat, clectricity, light, fuel, telephone, or refrigeration, or for ventilation or air conditioning purposes
. or-for satiitary drainage purposes or for the removal of dust, refuse or garbage, or for any activity related to
“the.maintenance or repair of the Property, or for the pursuit of any other activity in which Grantor may be
engaged on the Property, and including without Hmitation all motor vehicles owned, leased or used by
Grantor, tools, musical instruments and systems, cabinets, awnings, window shades, venetian blinds, drapes
and drapery rods.-and brackets, screems, carpeting and other window and floor coverings, decorative
fixtures, plants; cleaning apparatus and equipment, refrigeration equipment, cables, computers, software,
books, supplies, kitchen equipment, tractors, lawn mowers, ground sweepers and tools, swimming pools,
acuzzis, recreational-or. play equipment together with all substitutions, accessions, repairs, additions and
replacements to any_of the fore.going_

2, " All income, rents, royalties, revenues, issues, profits and proceeds from any and
all of the Real Property. -

3. All goodwill, trademarks, trade names, all names by which the Property is
operated or known, option, rights, purchase contracts, goods, consumer goods, documents, books and
records and general intangibles-of Grantor relating to the Real Property; all accounts, deposit accounts,
contract rights, instruments, chattel paper and other rights of Grantor for payment of money, for property
sold or lent, for services rendered, .for ‘money ‘lent, or for advances or deposits made, and any other
intangible property of Grantor related to the Real Property.

4, All water stock relatirig to the Real Property, shares of stock or other evidence
of ownership of any part of the Real Property that is owned by Grantor in common with others, and all
documents of membership in any owners’ or members’ association or similar group having responsibility
for managing or operating any part of the Real Property,

5. All plans and specifications prepared for construction of the Improvements and
all surveys, maps, plats, studies, data and drawings related thereto; and also all contracts and agreements of
Grantor relating 1o such plans and specifications or-to such studles data and drawings, or to the
construction, maintenance or repair of the Improvements.

6. All licenses (including, but not limited to, any gambling licenses, liquor
licenses, operating licenses or similar matters), contracts, performance bonds;-management contracts or
agreements, franchise agreements, permits, authorizations, approvals or ceértificates required or used in
connection with the construction, ownership, operation, repair or maintenance of the Improvements.

7. All raw materials located on the Real Property. o

8. All water rights, including but not limited to, surface water ground water, ditch
water and well water and all appurtenances thereto, on the Real Property. ' :

9. All refundable, returnable, or reimbursable fees, dep031ts or other funds or
evidence of credit or indebtedness relating solely to the Real Property, which are deposited by or on behalf
of Grantor and with any governmental authorities, boards, corporations, providers of utility services, publlc
or private, including specifically, but without limitation, all refundable, returnable or relmbursable tap fees
utilities deposits, commitment fees and development costs. -

10. All substitutions, accessions, additions and replacements to any of the fnregomg,
all proceeds of any of the foregoing property, including, without limitation, proceeds of any voluntary or: ¢
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=:_ilr'w'o_luﬂt"ga‘ry disposition, diminution in value or claim respecting any such property (pursuant to judgment,
‘condenination award or otherwise) and all goods, documents, general intangibles, chattel papetr and
. accounts, wherever located, acquired with cash proceeds of any of the foregoing or proceeds thereof.

. All of the property assigned or transferred or intended to be assigned or transferred to Lender in
Paragraph B above is hereinafter referred to as the “Personal Property.” The Personal Property shall not
include any crops

A-H of th___g Real  Property and the Personal Property is referred to herein collectively as the
“Property.” The parti¢s intend that the definition of Property is to be broadly construed and in the case of
doubt as to whether a- partlcular |tem is included in the definition of Property, the doubt should be resolved
in favor of inclusion.

TO HAVE AND TO HOLD the Property bargained and described, together with all and singular
the lands, tenements, prwﬂeges water, rights, hereditaments and appurtenances thereto belonging or in
anyway appertaining, and the reversion and reversions, remainder and remainders, rents, issues and prof" its
thereof, and all of the estate;- right, title, claim and demands whatsoever of Grantor, either in law or in
equity, of, in and to the above-bargalned Property,

FOR THE PURPOSE OF SECURING :

1. Payment of any and all indebtedness and obligations arising from time to time under that
certain Line of Credit Note payable by Norm ‘and Sharrie Nelson, husband and wife, and Jim Nelson
(collectively “Borrower™}, as maker, to thé-order of Beneficiary, or order, executed January , 2013, as
amended from time to time (the “Note™), evidencing a loan from Beneficiary to Borrower in the maximum
outstanding principal amount of $500,000 ‘{the “Loan”), together with interest thereon and any
modifications, extensions or renewals thereof, whether or'not-such medification, extension or renewal is
evidenced by a new or additional promissory note or notes

2. Payment of all other amounts agreed or prowded to be pald by Grantor and such further
sums as may be owed by Grantor to Lender hereunder. .

3. Performance of each agreement of Grantor herein cohtémed or contained in any other
agreement given by Grantor or any other persons or entity to Lerider for the purpose of further securing any
indebtedness hereby secured. -

4. Grantor acknowledges that it will receive a material benefit from the Loan and that
Beneficiary would not make the Loan without the security of this Mortgage. Grantor has independently
investigated the financial condition of Borrower, has not relied upon any financial or other information
provided by Beneficiary and does not expect Beneficiary to provide any such information in the future.
Grantor has reviewed the Note, this Mortgage and all other documents and agrééments_to be signed by
Grantor in connection with the Loan, and is otherwise fully familiar with the obligations secured by this
Mortgage. Grantor, to the fullest extent permitted by law, hereby unconditionally (i) waives presentment,
demand, protest and notice of acceptance, demand, protest and nonpayment; (ii) waives-any and-all lack of
diligence or delays in collection of enforcement, the right to plead laches and any and ll. statutes of

limitations as a defense to any demand, or any other indulgence or forbearance whatsoeverwith respect 10,

the obligations secured by this Mortgage; (iii) waives notice of acceptance hereof by Beneficiary under this. -
Mortgage; (iv} waives notice of any and all advances made under the Note ot any other agreement secured -
by this Mortgage; (v) waives any defense or right in any action or proceeding to enforce this Mortgage that .-
resort must first be had to any other person obligated to pay, or collateral securing payment of, thé_."
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obligations secured by this Mortgage; and (vi) waives all claims and defenses Grantor might otherwise

-assert.to enforcement of the obligations secured by this Mortgage, or this Mortgage as a surety. Grantor
. further-agtees that Beneficiary may make renewals and extensions of the time for payment of the
“‘obligations secured by this Mortgage, may modify the obligations secured by this Mortgage, may add or
release any property directly or indirectly securing the obligations secured by this Mortgage, and may
otherwise deal-with the Borrower or any guarantor or collateral as Beneficiary may elect, without affecting
the rights of Beneﬁ(:lary hereunder.

Fo Certam Obligations Unsecured. Notwithstanding anything to the contrary set forth herein
or the Note, this Mortgage 'shall not secure the following obligations (the “Unsecured Obligations™: (a)
any obligations evidenced by or arising under that certain Environmental and Hazardous Substances
Indemnity Agreement “dated as of the same date herewith by Grantor to Lender (the “Indemnity
Agreement™) and (b) any other-obligations in this Mortgage to the extent that such other obligations relate
specifically to the presence on the project of hazardous material and are the same or have the same effect as
any of the obligations evidenced by or arising under the Indemnity Agreement, Any breach or default with
respect to the Unsecured Ob]lgatmns shall constitute an Event of Default hereunder, notwithstanding the
fact that such Unsecured Obligationsare not secured by this Mortgage Nothing in this Section shall, in
itself, impair or limit Lender’s right” to obtain a judgment in accordance with applicable law after
foreclosure for any deficiency in recovery of all obhgatlons that are secured by this Mortgage following
foreclosure. :

GRANTOR REPRESENTS, WAli"'R:ANT_S; COVENANTS AND AGREES AS FOLLOWS:

* ARTICLE 1
‘COVENANTS

1.1 Performance of Mortgage.
Grantor will perform and comply with each and every tei‘rﬁ:, covenant and condition hereof.
1.2 Warranty of Title

Grantor represents and warrants that at the time of the delwery of this Mortgage: (i) Grantor is
seized in fee simple of the Real Property and owns outright every part théreof; (ii) there are no liens or
encumbrances against or upon the Real Property other than those permitted by Lender on its mortgagee’s
policy of title insurance insuring the lien of this Mortgage (the “Permitted Encumbrances™), and none will
be created or suffered to be created by Grantor during the term of this Mortgage, except as have been
disclosed to and approved by Lender in writing and upon such terms and conditions as may be satisfactory
to Lender; (iti} Grantor has good right to make this Mortgage; (iv) Grantor has good and absolute title to all
existing Personal Property, and has good right, full power and lawful authority-to. conyvey and encumber the
same in the manner and form conveyed and encumbered hereby; (v) the Personal Property i$ free and clear
of all liens, charges, and encumbrances whatsoever, including, security agreements, conditional sales
contracts and anything of a similar nature, and none will be created or suffered to be-created by ‘Grantor;,
(vi) there is no financing statement covering the Property, or any part thereof, on file in any public-office;
(vii) the Real Property constitutes one or more tax parcels, each with a separate tax assessment mdependent
of any land or improvements not covered by this Mortgage; (viii) the Real Property constitlités on¢ or'more.,
legal lots capable of being conveyed without violation of any subdivision or platting laws or regulanons '

and (ix) Grantor will warrant and forever defend the title to the Property against the claims of all persons .

whomsoever. Lender acknowledges that Northwest Farm Credit Services FLCA has an existing lie_n-on_al]_'



of '1h_e Real Property and that Lender’s lien under this Mortgage will be subordinate to the lien of Northwest
‘Farm Credit Services FLCA.

13 . Tax Deposits.

Upon wntten demand of Lender after an Event of Default (as hereinafter defined), and until such
Event of Défault is cured, Grantor will pay to Lender or its servicing agent on the first day of each month,
an amount ¢qual to one-twelfth (1/12) of the yearly taxes, assessments, other similar charges (including any
amounts which may become payable to Grantor pursuant to Paragraph 1.5 hereof), and insurance premiums
as reasonably estimated by Lender or by Lender’s servicing agent to be sufficient to allow the payment at
least thirty (30) days. beforé'lhey become due of all taxes, assessments, other similar charges and insurance
premiums related to the Property. The arrangement provided for in this Paragraph 1.3 is solely for the
added protection of Lender-and-éntails no responsibility on Lender’s part beyond the allowing of due credit,
without payment of interest or, income to Grantor, unless specifically required by law, for the sums actually
received by it. Those sums received; but not immediately required for payment of the items set forth
above, may be commingled.with the other funds of Lender and may be invested or otherwise used by
Lender without payment of any interest to or on behalf of Grantor until such time as payment of the iiems
set forth above is required. Upon‘demand of Lender or its servicing agent, Grantor shall promptly deliver
to Lender or its servicing agent sich additional sums as are necessary to make up any deficiency in the
amount necessary to pay such taxes, assessmeits, other similar charges and insurance premiums in a timely
manner. Upon assignment of this Mortgage by Lender, any funds on hand shall be turned over to the
assignee and any responsibility of the assignor with respect thereto shall terminate. Each transfer of the
Real Property shall automatically transfer to the’ grantee all rights of the grantor with respect to any funds
accumulated hereunder.

1.4 Taxes, Liens and Other Ch'él-l_‘g'es.
Grantor will pay when due:

.41 All taxes, assessments and othér govemmental or public charges affecting the
Property. including any accrued interest, cost or penalty thereon- and will submlt receipis therefor to Lender
at least ten {10) days before delinquency upon Lender’s request

1.4.2  All encumbrances (including any debt-se_éured_ by deeds of trust), ground rents,
liens or charges, with interest, on the Property or any part thereof, and all costs ‘and fees related thereto
(provided that nothing in this Paragraph 1.4.2 shall be construed as a consent by Lender to any such
encumbrances, ground rents, liens, or charges). Grantor shall have the. right to contest the amount or
validity, in whole or in part, of any such taxes, assessments, encumbrances; liens, ot charges payable under
Paragraph 1.4.1 or this Paragraph 1.4.2 by appropriate proceedings conducted in-good faith and with due
diligence, in which event, Grantor, upon prior written notice to Lender, may postpone 01‘ defer payment of
such encumbrance, lien, or charge, if and so long as: . .

(n such proceedings shall operate to prevent the collectlon of the
encumbrance, lien, or charge; :

(2) neither the Property nor any part thereof would by reason of such
postponement or deferment be in danger of being forfeited or lost; and : L

(3) Grantor, before the date such encumbrance, lien, or charge .b:ecomes“:.__s
delinquent, gives such reasonable security as may be requested by Lender to insure payment.of - /
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_+""such encumbrance, lien, or charge and prevent any forfeiture or loss of the Property or any part
" thereof;

. . 1.43  All charges for utilities or services, including, but not limited to, electricity, gas,
garbage sewer and water; and

__1'.4.4_ All costs, fees and expenses of this Mortgage, including cost of evidence of title,
attorneys’ fees required to be paid herein.

Grantor’sfqbliga'ti{_ins under Paragraph 1.4.1 shall be deemed satisfied if Grantor has promptly and
properly paid all of such amounts to Lender or its servicing agent pursuant to Paragraph 1.3 hereof.

1.5 Furthér.-Tz_ixes.

In the event of the passage, afier the date of this Mortgage, of any law deducting from the vatue of
the Property for the purposes of taxation, any lien thereon, or changing in any way the laws now in force
for the taxation of deeds of trust or debts secured by deeds of trust, or the manner of the collection of any
such taxes, so as to affect the Lender’s interest in this Mortgage, or imposing payment of the whole or any
portion of any taxes, assessments-or other-similar charges against the Property upon Lender, the
indebtedness secured hereby shall immediately become due and payable at the option of Lender; provided,
however, that such election by Lender shall be.ineffective if such law either (a) shall not impose a tax upon
Lender nor increase any tax now payable by Lender, or (b) shall impose a tax upen Lender or increase any
tax now payable by Lender and prior to the due date of such tax: (i) Grantor is permitted by law and can
become legally obligated to pay such tax or the increased portion thereof (in addition to all interest, and
other charges payable hereunder) without exceeding the limits imposed by applicable interest rate laws;
(ii} Grantor does pay such tax or increased portion; and (iii) Grantor agrees with Lender in writing to pay,
or reimburse Lender for the payment of, any such tax or increased portion thereof when thereafter levied or
assessed against the Property or any portion thereof The obhgatlons of Grantor under such agreement
shall be secured hereby. :

1.6 Insurance. Grantor will at all times pro{?ide,_ mairitain and keep in force:

1.6.1  Fire insurance on the Improvements on the Real Property and on all Personal
Property, including endorsements of extended coverage, vandalism_ and malicious mischief. Such policies
shall be in an amount sufficient to prevent Lender or Grantor from becoming a eo-insurer under the terms
of the applicable policies, but in any event in an amount not less than one hundred percent (100%) of the
then full replacement cost of the Tmprovements, as revalued on an annual basis, without deduction for
depreciation. Each of such policies shall contain a replacement cost enddrsemént_ fé}:_ an agreed amount,

1.6.2  Flood insurance upon the Property in the event that the Property is. located in a
designated flood plain and such insurance is available pursuant to the provisions of the Flood Disaster
Protection Act of 1973 or other applicable legislation (Lender reserves the right to require that Grantor
secure flood insurance in excess of the amount provided by the Flood Disaster Protection Act-of 1973, if
such insurance is commercially available, up to the amount of insurance required -in Paragraph 1.6.1
hereof), or, in the alternative, a certificate from the appropriate agency as evidence that the Property is hot
located in a flood hazard area as defined by the U.S. Department of Housing and Urban” Development._=
pursuant to the Flood Disaster Protection Act of 1973, , ’

1.6.3  Comprehensive general public liability insurance against claims for bodllyj.__s
injury or death or for damage or injury to property occurring upon, in, or about the Property, m such-
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=:_éi'm''o_un-t"_as may be reasonably required by Lender but in no event less than an aggregate amount of
'$1,000;000, with an occurrence limit of not less than $1,000,000.

' S 6.4 During the period of any construction, Builder's Risk Insurance under special
cause of loss from coverage in an amount satisfactory to Lender.

l 6.5  Such other insurance, and in such amounts, as may from time to time be
reasonably reqmred by Lender against the same or other insurable hazards which at the time are commonly
insured against in the case of premises similarly situated, due regard being given to the height and type of
buildings thereon and their construction, use and occupancy.

Grantor -shall furnish Eender with certificates evidencing each policy required to be provided by
Grantor hereunder and certified copies of each policy. All policies for such insurance shall be issued by
companies approved by Lenider {Which shall have a Best’s Key Rating of at least A), shall be on forms
approved by Lender, shall be subject to. the approval of Lender as to amount, content, form, and expiration
date, and shall provide that.they may, not be cancelled without thirty (30) days prior written notice to
Lender. All policies except.the general liability policy shall contain a Lender’s Loss Payable Endorsement
(Form BFU 438, or its equivalent); in favor of Lender insuring that the proceeds thereof shall be payable to
Lender (to the extent of its 1nterest) The general liability and builder’s risk policies shall name Lender as
an additional insured. Upon Lender 5 request Grantor shall provide Lender with evidence of the
replacement cost of the Property. '

At least thirty (30) days before _ekpi_ra’ﬁ_on of any policy required to be provided by Grantor
hereunder, Grantor shall furnish Lender proof -of issuance of a policy continuing in force the insurance
covered by the policy so expiring. Grantor shall furnish Lender receipts for the payment of premiums on
such insurance policies or other evidence of such payment reasonably satisfactory to Lender. In the event
that Grantor does not deposit with Lender evidence of rénewal of expiring insurance and evidence of
payment of premium thereon at least thirty (30) days before expiration of any policy, then Lender may, but
shall not be obligated to, procure such insurance and-pay the premiumns therefor. In such event, Grantor
agrees 1o repay to Lender the premiums thereon promptly on'demand,-and until such repayment is received,
interest thereon shall accrue at the lesser rate of eighteen percent (18%) per annum or the highest rate
permitted by applicable law (the “Default Rate™). P

Grantor’s obligations under this Paragraph 1.6 above'sha'll'be' deemed satisfied if Grantor has
timely paid all insurance premiums for such policies to Lender or ltS servncmg agent pursuant fo
Paragraph 1.3 hercof. :

1.7 Casualty.,

Grantor hereby assigns to Lender all insurance proceeds that it may be entitled to receive, and

such proceeds shall be delivered to and held by Lender to be applied as mutually agreed by Grantor and
Lender; either to the reduction of any indebtedness secured hereby, or for Grantor to lmmechately restore
any portion or all of the Improvements to their original condition and, in that event, Lendér shall make the
insurance proceeds available to Grantor as restoration progresses. If for any reason Grantor and Lender

cannot agree as to the application of such insurance proceeds, Lender shall determing such_ a.pphcatmn
The application of insurance proceeds to the reduction of any indebtedness secured hereby. shall not ser’ve:__=
to cure any existing Event of Default (as hereinafter defined). If the proceeds are sufficient to pay in-full
the indebtedness and other sums secured hereby, then any excess proceeds shall be paid over to Grantor.
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_ “In the event of the foreclosure of this Mortgage or other transfer of the title to the Property in

-extmgmshment in whole or in part, of the indebtedness secured hereby, all right, title and interest of

. Grantor in and to any insurance policy, or premiums or paymenis in satisfaction of claims or any other

“Tights thereunder then in force shall pass to the purchaser or grantee notwithstanding the amount of any bid
at such foreclosure sale.

Nothmg contained herein shall prevent accrual of interest as provided in the Note until such
proceeds are actually received and applied to the outstanding amounts owed under the Note.

After théwhappeniﬂg of any casualty, whether or not required to be insured against under the
policies to be provided by Grantor hereunder, Grantor shall give prompt written notice thereof to Lender.

1.8 Condenm_na'_tion.

If the Property or.any part thereof is taken or damaged by reason of any public improvement,
condemnation proceeding, or: conveyance in lieu thereof, or in any other manner, Lender shall be entitled to
all compensation, awards and. .other payments or relief therefor, and shall, be entitled, at its option, to
commence, appear in and prosecute in'its ‘own name any action or proceeding, or to make any compromise
or settlement in connection with such taking.or damage. All such compensation, awards, damages, rights
of action and proceeds (the “Procéeds™) are-hereby assigned to Lender who shall deduct therefrom all its
reasonable expenses. Thereafter, if thé remaining Proceeds are less than $100,000.00, Lender shall make
the remaining Proceeds available as needed for the-restoration of the Property, If the remaining Proceeds
are equal to or exceed $100,000,00, Lender and Grantor shall mutually agree to use the Proceeds to either
reduce the indebtedness or, if reasonable, o restore the Property. If for any reason Grantor and Lender
cannot agree as to the application of the proceeds, Lender shall determine the application. The application
of a condemnation award to the reduction of any: mdebtedness secured hereby shall not serve to cure any
existing Event of Default. -

Nothing contained herein shall prevent the decrual of interest as provided in the Note until such
Proceeds are actually received and applied to any amounts owed under the Note.

1.9 Care of the Property, Grantor will:

1.9.1 Keep the Property in good condition and. rbp'air and not commit or permit any
waste or deterioration of the Property or suffer any act or occurrence that would i lmpalr the security for the
debt secured hereby;

1.2 Not remove, demolish or substantially alter any portion of the Property or permit
or suffer such to be done, without Lender’s prior written consent (except for demolition of construction of
tenant improvements and such alterations as may be required by laws, ordmances of regu]atlons of
governmental authorities); :

193  Replace any work or materials that are not in accordanée-with. the-plans and
specifications previously approved by Lender and unsatisfactory to Lender within fifteen (15} days after
written notice from Lender or, if such replacement requires more than fifteen (15) days, to commence
replacement within fifteen {15) days and diligently proceed thereafter; :

1.9.4  Comply with all laws, ordinances, rules, regulations and orders of gi‘)\rér_rmri'isrita‘:__= o
authorities now or hereafter affecting the Property or requiring any alterations or improvements to. be made .+ *
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=:f[.he'rertm,"'_f_slnd perform all of its obligations under any covenant, condition, restriction or agreement of record
‘affecting the Property, and deliver to Lender copies of any permits, approvals or disapprovals issued by any
- governmental authority relating to the Property within ten (10) days of receipt thereof;

© 1.5 Not commit, suffer or permit any act to be done in, upon or to the Property in
v101at10n of’: any law or ordinance or any covenant, condition or restriction affectmg the Property;

1 9. 6 Do any and all acts which, from the character or use of the Property, may be
reasonably necessary to_protect and preserve the security of Lender, the specific enumerations herein not
excluding the general;” .~

1,97 Perform all of Grantor’s obligations or covenants under any encumbrance
affecting the Property, mcludmg without limitation, leases, declarations, covenants, conditions, restrictions
or other agreements relating to or éffecting the Property;

1.9.8  Not create, suffer or permit any lien or encumbrance against or affecting the
Property except the Permitted“Encumbrances without Lender’s prior written consent;

1.9.9  Not tal_(e:'__.or“ permit.to.be taken any actions that might invalidate any insurance
carried on the Property; W e e

1.9.10 Not permit any new build’ing or additions to existing structures to be erected on
the Property without the prior written corisent of Lender, and not construct any improvements on the
Property or undertake any site development work unless approved by Lender, which consent shall not be
unreasonably withheld; .

1.9.11 Not initiate or acquiesce in any t:jﬁange.jn the use or nature of the occupancy of
the Property (including any conversion to condominiums)-or in any zoning or other land use classification
affecting the Property without the prior written consent of Lender Wthh consent shall not be unreasonably
withheld; : :

1.9.12 Insure that at all times the Property; eorlstitutesf' one or more legal lots capable of
being conveyed without violation of any subdivision or platting-laws, ordmances rules or regulations, or
other laws regulating the dimension or separation of real property; and. '

1.9.13 Promptly notify Lender of any litigation pendmg or, to Grantor’s knowledge,
threatened against Grantor, the Property, or Borrower, whether or not such amount is covered by insurance.

1.10 Further Assurances.

If required by Lender at any time during the term of this Mortgage, Grantor will execute,
acknowledge and deliver to Lender, in form satisfactory to Lender, such chatte]l mortgages, security
agreements or other similar security instruments, in form and substance satlsfactory to.Lender, covering all
property of any kind whatsoever situated on the Property owned by Grantor or in whi¢h Grantor has any
interest which, in the sole opinion of Lender, is essential to the operation of the Real Property covered by
this Mortgage. Grantor shall further, from time to time, within fifteen (15} days after request by Lender
execute, acknowledge and deliver any financing statement, renewal, affidavit, certificate,: co_ntlnu_atlon ’

statement or other document as Lender may reasonably request and is necessary to perfect, preserve, .~

continue, extend or maintain the security interest under and the priority of this Mortgage and any such'_.__;
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chatt¢l-hortgage or other security instrument. Grantor further agrees to pay to Lender on demand all costs

-at_r_td""expenses incurred by Lender in conmeciion with the preparation, exscution, recording, filing and
- refiling of any such instrument or document including the charges for examining title and obtaining the
““appropriate title update. However, neither a request so made by Lender nor the failure of Lender to make
such request shall be construed as a release of the Property, or any part thereof, from the conveyance of title
by this Mortgage, it being understood and agreed that this covenant and any such chattel mortgage, security
agreement-or other-similar security instrument, delivered to Lender, are cumulative and given as additional
security. Ay breach of such security agreement shall constitute an Event of Default (as hereinafter
defined) under this 'Mot’tgage.

1.11 Leases and Other Agreements Affecting the Property; Assignment.

1111 Grantor will fully and promptly keep, observe, perform and satisfy each
obligation, condition, covenant-and restriction affecting the Property or imposed on it under any agreement
between Grantor and a-third party relating to the Property (including, without limitation, any leases or
rental agreements for any portion of the Property (the “Leases™) and any contracts relating to the
construction, maintenance or managerient of the Property (the “Contracts™)} so that there will be no default
thereunder and so that the persons obligatéd thereon shall be and remain at all times obligated to perform
thereunder. Grantor will not permit.to exist any condition, event or fact which could allow or serve as a
basis or justification for any such person to avoid such performance. All right, title and interest of Grantor
in the Leases and the Contracts are-hereby assigned to Lender absolutely and irrevocably and not as
additional security. Grantor expressly agrees thal-it.is the intention of Grantor and Lender that such
assignment is absolute and shall entitle Lender to. collect subject to the license granted in Paragraph 2.2
hereof, Rents (as defined in Paragraph 2.1) due under the Leases without the taking of any additional steps
by Lender (including, but not limited to, the tdking of possession of the Property or the appointment of a
receiver). Notice of such assignment shall be given to the tenant or tenants thereunder as may be required
by Lender. :

Without the prior written consent of Lender; whlch consent shall not be unreasonably withheld,
Grantor shall not: ; .

)] accept prepayments of rent under the Leases exceeding one month in
addition to a security deposit; ;

(2) modity or amend any Leases o"r',”exc'épt where:the lessee is in default,
cancel or terminate the same or accept a surrender of the leased premises; -

3) consent to the assignment or subletti"ng' of the 'Whe'le or any portion of
any lessee’s interest under any of the Leases which has a term of more than one. ( 1} year or grant
any options to renew for a term greater than one (1) year;

(4) create or permit any lien or encumbrance whlch upon forec]osure
would be superior to any Leases; or

(5) in any other manner impair Lender’s rights and mterest w1th respect to
the rents received from the Leases or the Contracts. .

All Leases and Contracts, except Leases and Contracts with an Affiliate, shall be subject to the prior witten R

approval of Lender, which approval shall not be unreasonably withheld, and at Lender’s option may be .-

made subordinate to this Mortgage. Notice of such assignment shall be given to the tenants or parties . /
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thereunder as may be required by Lender. An “Affiliate” means any entity directly or indirectly controlling,
‘controfled by, or under common control with the Grantor. For purposes of this definition, the term

“controls,” “is controlled by,” or “is under common control with” shall mean the possession, direct or
“indirect, of the power to d:rect or cause the direction of the management and policies of an entity, whether
through the o_wnership of voting securities, by contract or otherwise.

l 11,2 Grantor, or its designees approved in writing in advance by Lender, shall be the
exclusive manager of the Property. Any management agreement affecting the Property shall be subject to
the prior written a_pproval -of Lender, which shall not be unreasonably withheld, shall expressly subordinate
to this Mortgage and.the lién hereof, and shall be terminable by Lender or the purchaser at any foreclosure
sale upon such salé or transfer in ]lBLl thereof without payment of any termination fee or other amounts to
the manager. b g

111} '.Léh.der shall respond promptly to Grantor’s or its manager’'s request for any
consents or approvals requiréd by thls Paragraph 1.11. Lender shall be deemed to have given its consent or
approval if Lender fails to respond to. any such request within five business (5) days.

1.12 Expenses.

1.12.1 Upon an Event of Default, Lender shall have the right to employ an attorney in
connection with its rights under the Note.and Grantor shall pay all attorneys’ fees, costs and expenses,
including expenses of retaking, holding, preparing for sale or selling (including cost of evidence or search
of title and the costs and expenses of an ihvestigation of the Property for Hazardous Waste (as defined
below) and other environmental characterl_stlcs) in connection with any action or actions that may be
brought for the foreclosure of this Mortgage, possession of the Property, the protection of or the defense of
the priority of the lien provided for hereby, the appointment of a recciver, or the enforcement of any and all
covenants or rights contained in or secured by this Mortgage

1.12.2  Grantor will pay within thiity-(30) days of written demand all sums expended or
expense incurred by Lender, including, without limitatien, attorneys™ fees, under any of the terms of this
Mortgage. If such sums are not so paid within thirty (30) days of wntten notlce such sums shall thereafter
bear interest at the Default Rate. o

1.13 Books, Records and Accounts,

Grantor will keep and maintain, or cause to be kept and maintained, proper and accurate books,
records and accounts reflecting all items of income and expense in connection with ‘the operation of the
Property or in connection with any services, equipment or furnishings provided in connection with the
operation of the Property. After five (5) days prior notice to Grantor, Lender or its designee shall have the
right from time to time at all times during normal business hours to examine such: 'bqoks,._ records and
accounts at the office of Grantor or other person or entity maintaining such bogks, records and accounts
and to make copies or extracts thereof as Lender or its designee shall desire. Grantor shall deliver such
financial reports and other information as reasonably requested by Lender from time to titne. -

1.14 Subrogation.
Lender will be subrogated for further security to the lien of and to all rights of: 'any'Lende”r" K

mortgagee or lienholder under any encumbrance, whether or not released of record, paid-out of: 1:he= s
proceeds of the indebtedness secured by this Mortgage or advanced pursuant to the terms hereof.

12
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: "‘_.l.lS Inspection of Property.

-~ After notice and accompanied by a representative of Grantor or its property manager, Lender is
'-'authorlzed foritself, its agents or employees to enter at least once a month and at any reasonable time
during normal business hours upon any part of the Real Property for the purpose of inspecting the same,
determining Grantor’s compliance with the provisions of this Mortgage and for the purpose of performing
any of the dcts it is authorized to perform under the terms of this Mortgage. Grantor agrees to cooperate
with Lender to facmtate such inspections.

Upon noth_e'- t_o-'Grantor, Lender shall also be entitled to examine all records and documents
relating to the Property,.or the.operations or conduct of any activities thereon, whether such records are in
the possession of or under the control of Grantor, the Property manager, governmental agencies or entities
having jurisdiction over the Preperty or otherwise. To the extent that such records and documents are not
under the control of Grantor, Grantor.shall cooperate with Lender to facilitate such examination.

1.16 Property: C'i.)m plialj(_;é.

1.16.1 The Improvemeénts and their use shalt comply fully with (and no notices of
violation have been received in connection with) environmental, air quality, zoning, flood plain, planning,
subdivision, building, health, labor, discrimination, fire, traffic, safety, wetlands, shoreline and other
governmental or regulatory rules, laws, ordinances, statutes, codes and requirements applicable to the
Property, including, without limitation, the Fair Housing Act of 1968 (as amended) and the Americans with
Disabilities Act of 1990 (collectively, the “Building Laws™). Grantor shall use its best effort to insure
receipt of such final certificates as may be requited or customary to evidence compliance with all building
codes and permits, and approval of full occupancy of the Improvements and of all installations therein.
Grantor shall cause the Property to be continuously in compliance with all Building Laws (as the same may
be amended from time to time). The Property is the only property required to operate the Improvements as
constructed in compliance with all Building Laws, Al] buildings constructed on the Real Propetty are
higher than the 100-year flood plain or are covered by adequate flood insurance.

1.16.2 Grantor agrees to protect, defend 1ndemn1fy and hold Lender harmless from and
against all liability threatened against or suffered by Lender by reason of a breach by Grantor of the
foregoing representations and warranties contained in the preceding subparagraph 1.16.1. The foregoing
indemnity shall include the cost of all alterations to the Property (including architectural, engineering, legal
and accounting costs), all fines, fees and penalties, and all legal and other expenses (including attorneys’
fees), incurred in connection with the Property being in violation of any Building Law and for the cost of
collection of the sums due under the indemnity. In the event that Lender shall become the ownet of the
Property by foreclosure or deed in lieu of foreclosure of the Mortgage; the foregomg indemnification

obligation shall survive such foreclosure or deed in lieu of foreclosure. ;

1.17 Collateral Security Instruments.

Grantor covenants and agrees that if Lender at any time holds addltlona] secunty for any
obligations secured hereby, it shall have the right to enforce the terms thereof or otherwise realizé upon the
same, at its option, either before or concurrently herewith or after a sale is made hereunder, and may. apply
the proceeds upon the indebtedness secured hereby without affecting the status of or waiving any right:to.
exhaust all or any other security, including the security hereunder, and without waiving any breach or
default or any right or power whether exercised hereunder or contained herein or in any such other security, -
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b 118 Suits Affecting Property.

~Grantor agrees to appear in and defend any action or proceeding purporting to affect the Property
“or thlS Mortgage or any other security for the obligations secured heteby, the interest of Lender hereunder.
Grantor agrees to notify Lender before it commences any action or proceeding relating to any part of the
Property orthe security of this Mortgage (except actions to terminate month-to-month tenancies or evict
tenants- thereunder to'the extent permitted by Paragraph 1.11 hereof). Grantor agrees to pay all costs and
expenses, mciudmg the cost of evidence of title and attorneys’ fees in any action or proceeding in which
Lender may appear or be made a party, including, but not limited to, foreclosure or other proceeding
commenced by those claiming a right to any part of the Property under any prior or subordinate liens, any
forfeiture proceeding;.in any action to partition or condemn all or part of the Property, and in any action
concerning the disposition or availability of insurance proceeds relating to the Property, whether or not
such proceedings are pursued to final judgment. Grantor hereby assigns to Lender all proceeds payable by
third parties arising from claims otr-events of impairment or loss to the Property, and agrees that Lender
may require that such amoust be'ijéid'"directly to Lender. In any claim, action or proceeding affecting the
Property or Lender’s security in which Lender appears (including any claim on the title insurance policy
insuring the lien of this Mortgage), Grantor fully waives, to the extent necessary, in Lender’s opinion, to
protect Lender’s interests hereunder and under any other Loan Document, any rights te privacy or
nondisclosure it may have with' regard to. 1nformat|on provided to Lender in connection with the
indebtedness secured hereby. ' .

1.19 Lender’s Right to Defel;d:Acti_qn ‘and Cure Certain Defaults.

Lender shall have the right to appeat in‘and defend any action or proceeding at law or in equity or
in bankruptcy purporting to affect the Property or any security for the obligations secured hereby. Lender
shall be allowed and paid all Lender’s costs, charges and expenses, including cost of evidence of title and
attorneys’ fees incurred in such action or proceeding in which Eender may appear.

If Grantor fails to make any payment or to do any act as herein provided, or if Grantor allows, in
violation of this Mortgage, any lien encumbrance or charge against-the Property and Grantor fails to cure
such default within thirty (30) days of Lender’s delivery of written notice to Grantor then Lender, but
without obligation so to do and without releasing Grantor from 4ny obligation hereof, shall have the right
to: make or do the same in such manner and to such extent as either may deem necessary to protect the
security hereof, Lender being authorized to enter upon the Property for such purposes; commence, appear
in and defend any action or proceeding purporting to affect the security hereof or-the rights or powers of
Lender; pay, purchase, contest or compromise any encumbrance, charge or lien that in the judgment of
either appears to be prior or superior hereto; and, in exercising any such power, incur any liability, expend
whatever amounts in Lender’s absolute discretion it may deem necessary: therefor mcludmg cost of
evidence of title and attorneys” fees, :

Grantor hereby agrees to pay, within ten (10) days of written demand;-all- of Eender’s costs,
charges, expenses and amounts referred to above in this Paragraph 1.19, including the cost of evidence of
title and attomeys® fees incurred in such action or proceeding in which Lender may -appear,. -All costs,
charges and expenses so incurred, together with interest thereon as aforesaid, shall be securéd by the-lien of
this Mortgage. Such amounts, if not paid within ten (10) days of written demand therefor shall thereaﬁer
bear interest at the Default Rate. y “
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K 120 Hazardous Materiais.

o _ E20.1 The term “Environmental Liability” shall mean any claim, demand, obligation,
“cause. of action, accusation, allegation, order, violation, damage (including foresecable consequential
damage), m]ury, judgment, penalty or fine, cost of Enforcement or cost of Remedial Action, or any other
cost, or expense whatsoever, including attorneys’ fees and disbursements, resulting from the violation or
alleged violatien of any Environmental Law or from any Enforcement or Remedial Action. The term
“Environmental Law™ or “Environmental Laws"” means and includes, without limitation, any federal, state
or local law; statut¢; regulation or ordinance pertaining to health, industrial hygiene or the environmental or
ecological conditions on,~under or about the Property, including without limitation each of the following:
the Comprehensive .Environmental Response, Compensation and Liability Act of 1980, as amended,
42 U.S.C. § 9601 et seq.;:the Resource Conservation and Recovery Act of 1976, as amended, 42 U.5.C.
§ 6901 et seq.; the Toxic Substance Control Act, as amended, 15 U.5.C. § 2601 ef seq.; the Clean Air Act,
as amended, 42 U.S.C.-§ 740] ¢f seq.; the Federal Water Pollution Control Act, as amended, 33 U.S.C.
§ 1251 et seq.; the Federal Hazardous Materials Transportation Act, 49 U.S.C. § 1801 et seq.; the
Washington Model Toxics' Control Act, RCW Ch. 70.105D, the Washington Hazardous Waste
Management Act, RCW Ch.70.105; the Washington Water Pollution Control Act, RCW Ch. 90.48; the
Washington Clean Air Act, RCW Ch.70.94; the Washington Industrial Safety and Health Act, RCW
Ch.49.17; and the Washmgton State Environmental Policy Act, RCW Ch, 43.21C, and the rules,
regulations and ordinances of the U.S. Efivirenmental Protection Agency, the Washington Department of
Ecology and of all other agencies, boards, commissions and other governmental bodies and officers having
jurisdiction over the Property or the use or operation therecof. The term “Enforcement or Remedial Action”
shall mean any step taken by any person, agency-or entity to enforce compliance with or to collect or
impose penalties, fines, or other sanctions provided by any Environmental Law. The term “Hazardous
Material” means and includes, without limitation: (i) those substances included within the definitions of
“hazardous substances,” “hazardous materials,” “toxic substances,” “pollutants,” “hazardous wastes,” or
“solid waste™ in any Environmental Laws; (11) those .-substances listed in the U.S. Department of
Transportation Table or amendments thereto (49 CFR-172:101):0r by the U.S. Environmental Protection
Agency (or any successor agency) as hazardous substances {40 CFR Part 302 and any amendments
thereto); (iii) those other substances, materials and wastes which.arg or become regulated under any
applicable federal, state or local law, regulation or ordinance or by any federal, state or local governmental
agency, board, commission or other governmental body, or which are or become classified as hazardous or
toxic by any such law, regulation or ordinance; and (iv) any material, waste or substance which is any of
the fotlowing: (a)ashestos; (b) polychlorinated biphenyl; (¢) desxgnated or. listed as a “hazardous
substance” pursuant to Paragraphs 307 or 311 of the Clean Water Act (33 U S.C. § 1251 er seq.);
(d} explosive; (e) radioactive; or {f) a petroleum product.

1.20.2  Grantor hereby represents and warrants that, except as’ distlosed in writing to
Lender, neither Grantor nor, to the best knowledge of Grantor, any other person, has-ever caused or
permitted any Hazardous Material to be placed, held, located or disposed of, on, under or at the Property, or
any other real property legally or beneficially owned (or in which any interest-or estate-is-owned) by
Grantor in any state now or hereafter having in effect a so-called “Superlien” law or ordinance (the effect
of which would be to create a lien on the Property to secure any obligation in conriection with such real
property in such other state). Grantor hereby represents and warrants that neither the Property, not any part
thereof has ever been used (whether by the Grantor or, to the best knowledge of Grantor, by any -other
person) to generate, manufacture, store, treat or dispose of any Hazardous Material in"any mannét.or
quantity which violates an Environmental Law, Grantor further represents and further warrants that neither -
Grantor, nor to the best knowledge of Grantor, any other person, has ever caused or permitted any asbestos .~
to be located on or in the Property, except as disclosed in writing to Lender. To the best knowledge of .
Grantor after due inquiry, Grantor has no knowledge of any proceeding or inquiry by any governmental - :
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__authority (including, without limitation, the United States Environmental Protection Agency and

‘Washington State Department of Ecology) with respect to the presence of any Hazardous Material on the
: Property or the migration thereof from or to adjoining property. To the best of Grantor's knowledge after
“dueinquiry, there has been no investigation nor does Grantor have any knowledge of any contemplated
investigation, by any local, state or federal governmental agency with authority to regulate, promulgate,
administer or enforce any Environmental Laws within 2,000 yards of the Property.

: :1.20,3  Grantor shall keep and maintain the Property in compliance with and shall not
cause or petmit the Property to be in violation of any Environmental Law. If Hazardous Materials are
disposed of on the Property; which under any Environmental Law require any special handling, collection,
storage, treatment or-disposal, Grantor shall commence with diligence, within thirty (30) days of notice
thereof, to take all actions at its sole expense necessary to comply with any Environmental Laws. Grantor
shall not use, generate, manufacture, treat, store, allow to remain or dispose of on, under, or about the
Property or transport to-or-from the Property any Hazardous Materials in any manmner or quantity which
violates an Environmental Law. In the event of any construction activity involving any asbestos-containing
materials (“ACMs™) located on the Property, Grantor shall first perform a comprehensive asbestos survey
before demolition or renovation activities, and shall protect all ACMs from damage or remove or dispose of
all ACMs in accordance with all applicablé Environmental Laws.

Grantor shall immediately. advise Lender in writing of (i) any and all enforcement, cleanup,
remedial, removal, or other governmental ‘of regulatory actions instituted, completed, or threatened
pursuant to any Environmental Law affecting the Property; (ii) all claims made or threatened by any third
party against Grantor or the Property relating to.damage, contribution, cost recovery compensation, loss, or
injury resulting from any Environmental Liability; and (iii) Grantor’s discovery of any occurrence or
condition on any real property adjoining or in the vicinity of the Property that could cause the Property or
any part thereof to be subject to any restrictions. on the ownershlp, occupancy, transferability, or use of the
Property under any Environmental Laws, )

Lender shall have the right to join and participate-in; as a party if it so elects, any legal
proceedings or actions initiated in connection with any Environmental Liability and to have its attorney’s
fees in connection therewith paid by Grantor. Except in the case of emergencies (which shall be deemed to
exist for a maximum of 24 hours), without Lender’s prlor written’ consent, which shall not be unreasonably
withheld, Grantor shall not take any remedial action in response to the presence of any Hazardous Material
on, under or about the Property.

1.20.4  Grantor shall comply with all terms and condit;ions of tfle"lndemnity Agreement.

1.20.5 Grantor shall not be in default of the provisio"ns'(')'f this“Section 1.20 if Grantor
uses, stores or releases substances in the ordinary course of agricultural practlees by Grantor made in
accordance with established standards. .

1.21 Conveyance of Property.

In the event that, without Lender’s prior written consent, (i) all or any part of or any mterest in the
Property is sold, transferred, conveyed, by way of merger, reorganization, amalgamation, ot otherw15e
leased (other than a lease of any portion of the space in the Improvements for a term of one (1) year-or.
less, without an option to purchase made in accordance with Paragraph 1.11 or an lease to-an AffiliateJ;

further encumbered, or a contract of sale or other conveyance entered into with respect thereto, or (ii) there

is a transfer of more than fifty percent (50%) of the beneficial interests in Grantor, then, upon _th-e"_._;
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i_b.C'C.L_lITBhCG of any one or more of the foregoing events, Lender shall have the right, at its option, to declare
: E.}_l.l..a'mfmnts secured hereby immediately due and payable.

“The executlon and delivery by Grantor of any joint venture agreement, parinership agreement,
declarauon of frust, option agreement or other instrument whereunder any other person ot entity may
becq_me_entlt__led directly or indirectly, to the possession or enjoyment of more than fifty percent (50%) of
the Property, of more than fifty percent (50%) of the income or other benefits derived or to be derived
therefrom shall in each-case be deemed to be a conveyance or assignment of the Grantor’s interest in the
Property for the putrposes-of this paragraph, and shall require the prior written consent of the Lender.

122 . Anti-Forfeiture,

Grantor hereby further'expressly represents and warrants to Lender that neither Grantor nor any
other person involved. with the Property has committed or engaged in any act, enterprise, or omission
affording the federal goverriment or any state or local government the right of forfeirure as against the
Property or any part thereof or any .monies paid in performance of its obligations under this Mortgage.
Grantor hereby covenants and-agrees no_t to commit, permit or suffer to exist any act or omission or engage
in any enterprise affording such right of forfeiture. In furtherance thereof, Grantor hereby indemnifies
Lender and agrees to defend and-hold Lender-harmless from and against any loss, damage or injury by
reason of the breach of the covenants. and agreements or the warranties and representations set forth in the
preceding sentence. Without limiting the. generality of the foregoing, the filing of formal charges or the
commencement of proceedings against Grantor, Lender or all or any part of the Property under any federal
or state law for forfeiture of the Property or any part thereof or of any monies paid in performance of
Granter’s obligations under this Mortgage. shall, at the election of the Lender, constitute an Event of
Default hereunder unless cured by Grantor w1th1n thlrty (30) days of Lender’s delivery of written notice to
Grantor.

ARTIC-L_E'II 5
ASSIGNMENT OF RENTS

2.1 Assignment of Rents.

Grantor hereby absolutely and unconditionally a551gns and transfers to Lender all the income,
rents, royalties, revenue, issues, profits and proceeds (collectively,.the' “Rents™) of the Property, whether
now due, past due or to become due, and hereby gives to and confers upon Lender the right, power and
authority to collect the Rents. Grantor irrevocably appoints Lender its true and lawful attorney at the
option of Lender at any time, either by itself, through an agent or a receiver, to demand, receive and enforce
payment, to give receipts, releases and satisfactions, and to sue, either in the ndme of Grantor or in the
name of Lender, for all the Rents. It is agreed that neither the foregoing assignment of Rents. to Lender, nor
the exercise by Lender of any of its rights or remedies under this Paragraph 2.1 or under Paragraph 2.2, nor
the appomtment of a receiver or possession of the Property by a receiver shall thake Lénder a “mortgagec-
in-possession” or otherwise responsible or liable in any manner with respect to the Praperty or the use,
occupancy or enjoyment or operation of all or any portion thereof, unless and until _L:ender'in'person
assumes actual possession thereof. Nothing herein shall require Lender to have a receiver -appointed to
collect any Rents, but Lender shall be entitled to such appointment at its option in accordance Wwith
Paragraph 2.2 hereof. This assignment of Rents is intended to be specific, perfected and choate upon
recording as provided in RCW 7.28.230 ’
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22 License to Collect.

_ ““Notwithstanding anything to the contrary herein, so long as no Event of Default exists, Grantor
“shall have a license to collect all Rents and to retain, use and enjoy the same. Upeon any occurrence of an
Event of Default hereunder such license shall be revoked upon notice to Grantor from Lender and all rights
shall revert to-Lender who then shall have the right to exercise all of its rights as absolute owner of the
Leascs-and Rents..-Grantor agrees that payments made by tenants or occupants to Lender shall, as to such
tenants, be-considered as though made to Grantor and in discharge of tenants’ obligations to Grantor to the
extent of such payments.-Nothing herein contained shall be construed as obliging Lender to perform any of
Grantor’s covenants, under any lease or rental agreement. Grantor shall execute and deliver to Lender,
upon demand, any further or supplemental assignments deemed desirable by Lender in order to further
carry out and confirm the intentjons of this Paragraph 2.2 and upon failure of the Grantor so to comply,
Lender shall have the right e, in addition to any other rights or remedies, at its option, declare all
obligations secured by this Mortgage to be immediately due and payable.

.. ARTICLE 111
SECURITY AGREEMENT AND FIXTURE FILING

3.1 Security Agreem ::nt

This Mortgage creates a hen on the Property and to the extent the Propetty is not real property
under applicable law, this Mortgage constitutes.a security agreement under the Washington Uniform
Commercial Code and any other applicable law (“Seécurity Agreement”), If required by Lender, at any time
during the term of this Mortgage, Grantor will execute and deliver to Lender, in form satisfactory to
Lender, additional security agreements, financing statements or other instruments covering all Personal
Property or fixtures of Grantor which may at.any time be furnished, placed on, or annexed or made
appurtenant to the Real Property or used, useful or held for use in the operation of the Improvements,
Grantor further agrees that:

3.1.1  The obligations covered by tl'iis_zseeuri_ry- Apreement include future advances and
indebtedness in all forms. ST

3.1.2  Lender may commingle any personal property that comes into its possession and
require Grantor to assemble the personal property and make “it.available to Lender at a place to be
designated by Lender which is reasonably convenient to both parties. To the extent Lender is required for
any reason to provide commercially reasonable notice to Grantor, Granitor agrees that notice mailed by first
class mail ten (10) days before the event of which notice is given, is commercially reasonable notice.

3.1.3  The standard by which Lender’s rights and duties’ under Article 9A of RCW
Ch. 62A, as amended or corresponding provisions of subsequent superceding Washmgton state law,
including but not limited to, Part 6 thereof, shall be measured, as gross negligence or wﬂlqu mlsconduct

3.1.4  Grantor shall notify Lender in writing within thirty (30) days of any change in
name of Grantor or its corporate structure. Nothing herein shall be construed as a consent hy Lender to a
change in corporate structure otherwise prohibited hereby. .

Grantor hereby irrevocably constitutes and appoints Lender the attorney-in-fact o:f_'G_réhter,_ to )
execute, deliver and file with the appropriate filing officer or office such security agreements, financing. -~
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=:_Stat¢mehts or other instruments as Lender may request or require in order to impose and perfect the lien and
: se.curity interest hereof more specifically on the Personal Property or any fixture.

Tt is understood and agreed that, in order to protect Lender from the effect of RCW 62A 9A-334,
as amended or ¢orresponding provisions of subsequent superceding Washington state law, in the event that
(1) Grantor-intends to purchase any goods which may become fixtures attached to the Property, or any part
thereof,. and (11) such: goods will be subject to a purchase money security interest held by a seller or any

other party

a. ~Grantor shall, before executing any security agreement or other document evidencing
such security interést, obtain the prior written approval of Lender, and all requests for such written approval
shall be in writing'and contain the following information;

3 ..:.(1)... ~adescription of the fixtures to be replaced, added to, installed or
substituted,; NI R

'(_2__'). e thé"::_:l_ddgess at which the fixtures will be replaced, added to, installed or
substituted; and ol

3 :'the-nanié.-::and-'address of the proposed holder and proposed amount of
the security interest, ey

and any failure of Grantor to obtain such approval shall be a material breach of Grantor's covenant under
this Mortgage, and shall, at the option of Lender, entitle Lender to all rights and remedies provided for
herein upon default provided that Lender shall -be deemed te have approved such agreement if it fails to
object to such agreement within thirty (30) days of its actual receipt of Grantor’s written request for such
approval. No consent by Lender pursuant to this subsection shall be deemed to constitute an agreement to
subordinate the right of the Lender in fixtures or other property covered by this Mortgage.

b. If at any time Grantor fails to make any payment on an obligation secured by a
purchase money security interest in the Personal Property or any fixtires, Lender may, at its option, at any
time pay the amount secured by such security interest and the amount so paid shall be (i) secured by this
Mortgage and shall be a lien on the Property having the same, priorities as the liens and security interests
created by this Mortgage, and (ii) payable on demand with interest at the Default Rate. If Grantor shall fail
to make such payment to Lender within ten (10) days after demand, the entire principal sum secured hereby
with all unpaid interest accrued thercon shall, at the option of Lender, become due and payable
immediately.

¢. Lender shall have the right to acquire by assignment from the holderof such security
interest any and all contract rights, accounts receivable, negotiable or non- negotlable instruments, or other
evidence of Grantor’s indebtedness for such Personal Property or fixtures, and, apon acqumng such interest
by assignment, shall have the right to enforce the security interest as assignee thereof,.in accordance with
the terms and provisions of the Washington Uniform Commercial Code then in effeéct; and in accordance
with any other provisions of faw. : g

d.  Whether or not Lender has paid the indebtedness secured by or taken-an ass'"ignnieﬁt
of such security interest, Grantor covenants to pay all sums and perform all obligations secured thereby, :

and if Grantor at any time shall be in default for a period of ten (10) days under such security agreement, it
shall be a material breach of Grantor’s covenants under this Mortgage, and Lender may, at its optlon

declare the principal sum secured hereby immediatefy due and payable, time being of the essence.

AR HARATR

SRaglt County Auditor
1/31/2013 Page 19 of 28 3:31PM

19



32 Fixture Filing.

_ “To the extent that any of the Property constitutes a fixture, this Mortgage shall serve as a fixture
“filing pursuant to the Washington Uniform Commercial Code. Grantor’s business organizational number is
602 258 618,

ARTICLE IV
DEFAULTS AND REMEDIES

4.1 Eve.{ts-ar..nefauu
If any of the f‘oliowmg ‘events shall occur (“Events of Default™):

411" Default An-payment when due of any indebtedness owed under the Note or
secured hereby, subject to any applicable notice or cure periods; or

4.1.2  Failure by Grantor to comply with any of the covenants, terms, conditions,
restrictions or agreements contained in” this Mortgage, the Indemnity Agreement, or any other note,
Mortgage, guaranty or other loati document: délivered by Grantor to Lender for any other obligation of
Grantor, except a failure to pay money as requlred in subparagraph4.1.1 above or a default under
subparagraphs 4.1.3 through 4.1.7 below; or ™ -

413 A default occi'n_"s". un'd_é:r- the Note, this Mortgage or the Indemnity Agreement
(after the expiration of any applicable notice or.cure periods); or

4.1.4  Grantor applies for or-consents ta-the appointment of a receiver or trustee for it
or any portion of its property, or if such receiver or trustee is appointed for Grantor or its property, or
Grantor makes an assignment for the benefit of creditors, or Grantor admits in writing its inability to pay its
debts as they become due, or Grantor becomes insolvent, or a petition is filed by Grantor pursuant to any of
the provisions of the United States Bankruptcy Code, as. amended .and such breach is not cured within
thirty (30) days of Lender’s delivery of written notice to Grantor or

4.1.5 A petition is filed against Grantor pljrsuant o any of the provisions of the United
States Bankruptcy Code, as amended, or there is an attachment or- sequestratlon of any of the property of
Grantor and the same is not dlscharged or bonded within sixty (60) days ot

4.1.6  Any representation or disclosure made to L_ender by . Grantor proves to be
materially false or misleading on the date when such representation or disclosure was made, whether or not
that representation or disclosure appears in this Mortgage, or Grantor omits to pmvnde any 1nf0rmat10n that
makes any such representation or disclosure materially false or misleading; or ~ - -

4,1.7 A transfer of the Property in violation of Paragraph 1.21 here'of =o.céUrS' or

4.1.8 A default (after the expiration of any applicable notice or clre perlods) occurs
under any loan made by Lender to Grantor or Borrower shall constitute a default hereunder ' :

then and in any such event, Lender shall be entitled to exercise all rights, and shall have the 'Bériéﬁt bf all”

remedies provided by law or set forth in this Mortgage or in any other Loan Document, mcludmg the rlght 2
to declare all sums secured hereby immediately due and payable. w7

20

MR

Skaglt County Auditor
113172013 Page 20 of 28 3:31PM



. *“Notwithstanding the foregoing, in the case of a default specified in subparagraph 4.1.2 above, if
-such default is susceptible of cure by Grantor, Lender shall not exercise any such remedies unless Grantor
. fails to-cure such default within thirty (30) days after written notice thereof from Lender; provided that, if
“such default isof such nature that it cannot reasonably be cured within such thirty day petiod, such thirty

day period shall be extended (to a period not exceeding ninety (90) days) if and so long as, in Lender’s sole

judgment, Grantor is diligently prosecuting such cure. No waiver by Lender of any default on the part of

Grantor. shail be’ construed as a waiver of any subsequent default hereunder,

42 Fnre_____c_'losure- Sale.

If an Evént-of Default occurs and Lender so requests, Lender may obtain a judicial decree
foreclosing Grantor’s interest in-all or any part of the Property. In addition, if permitted by applicable law,
Lender may foreclose Grantor's interest in alt or any part of the Property. Lender may also obtain a
judgment for any deficiency remaining in any and all amounts due Lender under the Note after application
of all amounts received fr"orn'the"é'x"ércise of the rights provided herein,

Lender shall have the rlght © _proceed as to the Personal Property in accordance with Lender’s
rights and remedies in respect to real property or sell the Personal Property separately and without regard to
the remainder of the Property in accordance with Lender’s rights and remedies pr0v1ded by the Washington
Uniform Commercial Code as well as. other nghts and remedies available at law or in equity.

The foreclosure of this Mortgage shall not-preclude or impair any action to collect or enforce any
obligation of any party (including Grantor or any guarantor or other party liable for any of the obligations
secured by this Mortgage) which by its terms is fiot secured by this Mortgage including, without limitation,
the obligations of Grantor under the Indemnity Agreement and the obligations of each such guarantor under
its guaranty. All of such obligations (and all substantial equivalents of such obligations) shall constitute
separate recourse obligations of Grantor and each such guarantor or other party and shall not be deemed to
be evidenced by the Note or secured by this Mortgage ' -

4,3 Other Remedies Upon Default.

Upon the occurrence of an Event of Default, Lender is authorized, either by itself or by its agent to
be appointed by it for that purpose or by a receiver appointed by a court of competent jurisdiction, to enter
into and upon and take and hold possession of any portion or all of the Propetty, both real and personal, and
exclude Grantor and all other persons therefrom; to operate and manage the Property and rent and lease the
same; to perform such reasonable acts of repair or protection as may be reasonably necessary or proper to
conserve the value thereof; and collect any Rents for the benefit and prbtection of Lender, and from time to
time apply or accumulate such Rents in such order and manner as Lender or such receiver, in its sole
discretion, shall consider advisable, to or upon the following: the expenses of feceivership, if any; the
proper costs of upkeep, maintenance, repair and/or operation of the Property; the repayment of any sums
theretofore or thereafter advanced pursuant to the terms of this Mortgage; the ‘interest-then-due or next to
become duc upon the indebtedness secured hereby; the costs of appraisal of the Property, and the taxes and
assessments upon the Property then due or next to become due, or upon the unpaid prmcrpal of such
indebtedness. The collection or recelpt of Rents by Lender, its agent or receivet, after natice of default and
notice of sale shall not affect or impair such default or notices or any sale proceedings predlcated thereon.
Any Rents in the possession of Lender, its agent or receiver, at the time of sale and not theretofore apphed__
as herein provided, shall be applied in the same manner and for the same purposes as the proceeds of the
sale.
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. “Lender shall not be under any obligation to make any of the payments or do any of the acts
-referred to in this Paragraph 4.3, and any of the actions referred to in this Paragraph 4.3 may be taken by
. Lender regardless of whether any notice of default or notice of sale has been given hereunder and without
“regard to the adequacy of the security for the indebtedness owed under the Note.

44 [Effect of Foreclosure on Leases.

Lender shall-have the right, at its option, to foreclose this Mortgage subject to the rights of any
tenants of the Property, and the failure to make any tenants a party defendant to any foreclosure proceeding
will not be asserted by the Grantor as a defense in any action or suii instituted to collect the indebtedness
secured hereby or any. deficiency remaining after foreclosure. Any such tenant whom Lender elects to not
make a party or-subject to any.foreclosure action shall continue in possession of its leasehold for the
unexpited term of its lease anid shall attorn to Lender or other purchaser at the sale.

4.5 Salein Paréé_ls';_M‘é?&ﬁéi‘l_ing.

In the case of a sale-of the property described in this Morigage, the property, real, personal, or
mixed, may, at the sole optioir of 'the Lender, be sold as an entirety and the Grantor for and on behalf of
itself and all persons claiming by;" through or-under it waives any and all rights to have the said property
marshalled or sold in separate parcels.inahy set order upon any foreclosure and sale and the beneficiary for
and on behalf of itself and all persons cEalmmg by, through, or under it specifically waives the provisions of
RCW 6.21.090(2} and agrees that, upon foreclosure and sale, the property shall be sold as an entirety and
not in parcels.

4.6 Appointment of Receiver.

Upon an Event of Default, Lender, separately or in any action to foreclose this Mortgage, shall be
entitled (without notice and without regard to the adequacy of any securlty for the indebtedness owed under
the Note, the absence of waste or deterioration of the Property or other arguments based on equity) to the
appointment of a receiver of the Rents of the Property.who shall have, in addition to all the rights and
powers customarily given to and exercised by such receiver, all. the rlghts and powers granted to Lender by
the covenants contained herein. Once appointed, at Lender’s optl.on Such receiver may remain in place
until the default is cured, - .

4.7 Payment of Proceeds.

Whenever this Mortgage requires that amounts payable by a third party be paid directly to Lender
(for example, insurance proceeds and proceeds of claims of loss or damage to thé Property), Lender may
enforce such right with a preliminary injunction or temporary restraining order. Grantor agrees that
irreparable harm may result if such payments are not made directly to Lender Grantor agrees not to
oppose a motion for such injunction or restraining order provided that arrangements 4re niade. to deposit
such sums in a third party depository.

ARTICLE V
GENERAL COVENANTS

5.1 No Waiver,
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“(Grantor covenants and agrees that the acceptance by Lender of any sum secured hereby after its

-due date ot in an amount less than the sum then due, shall not constitute a waiver by Lender of its rights

. either to réquire prompt payment when due of all other sums so secured or to declare a default or exercise

“such other rights as herein provided for failure so to pay. No failure by Lender to insist upon strict

perfo_rmance of any term, covenant or condition hereof, nor failure to exercise any right or remedy

het‘e_pnder_,_ shall constitute a waiver of any such breach of such term, covenant or condition or of the later
exercise of s'uch"righ't-or remedy. All waivers shall be in writing,

5 2 “One Action” Waiver. Grantor waives all rights or defenses arising by reason of any “one
action™ or “anti-defi mency” law, or any other law which may prevent Lender from bringing any action
against Grantor including a.claim for deficiency to the extent Lender is otherwise entitled to a claim for
deficiency, before or after Lender’s commencement or completion of any foreclosure action, either
judicially or by exercise of a:power of sale.

5.3 Remedies cumanaﬁeé;

No remedy herein- conferred upon or reserved to Lender is intended to be exclusive of any other
remedy herein or by law provided or-pertnitted, but each shall be cumulative and shall be in addition to
every other remedy given hereunder__ of now or hereafter existing at law or in equity or by statute.

5.4 Notices.

All notices hereunder shall be" deemed to have been duly given if mailed by United States
registered or certified mail (return receipt requested and postage prepaid), sent by a reputable overnight
delivery service, or personaily delivered to:the parties at the addresses set forth on page one of this
Mortgage (or at such other addresses as shall be ‘given in writing by any party to the other), and shall be
deemed complete upon any such mailing, sending or delivery,. . -

5.5 Heirs and Assigns; Terminology.

This Mortgage applies to, inures to the benefit of, and binds all parties hereto, their heirs, legatees,
devisees, administrators, executors, successors and assigns. ;| The term “Grantor” shall mean both the
original Grantor and any subsequent owner or owners of any.of the Property. The term “Lender” shall
mean the Lender, including pledgees, of the Note, whether or not named as Lender herein. In this
Mortgage, whenever the context so requires, the masculine gender includes the feminine and/or neuter, and
the singular number includes the plural. The term “and/or” as used herein means one or the other or both,
or any one or all, or any combination of the things or persons in connection with which the words are used.
The obligations of Grantor hereunder shall be joint and several, binding on the commumty of which any
grantor is a part and on the separate or quasi-community property of any grantor g :

The captions and headings ate inserted only as a matter of convenience and for reference and in
no way define, Himit or describe the scope or intent of this Morigage nor in any way aftect this Mortgage.

5.6 Severability,

If any provision hereof should be held unenforceable or void, then such provisiou'shail_ be:"c_.ieem'e;i'
separable from the remaining provisions and shall in no way affect the validity of this Mortgage, except.

that if such provision relates to the payment of any monetary sum then Lender may, at its opt'ion,__de"elare__= o
the indebtedness and all other sums secured hereby immediately due and payable, provided that no .: -
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=:}j're'pay.-rfl_lt:nt fee shall be payable in the event Lender elects to exercise the option to accelerate contained in
: th__is* 'Paragraph 5.6.

Gramor acknowledges and agrees that this document constitutes, among others, four (4) separate
agreements a Mortgage, a Security Agreement, an Assignment of Leases and Rents and a UCC fixture
fi lm_g, each” of which may be construed and enforced independently of the others even though the
provisions-licreot are commeon to all.

57 Timé__"is of the Essence.

Time is of the '-e_ss.én_ce hereof in connection with all obligations of Grantor herein. By accepting
payment of any sum sécured hereby after its due date, Lender does not waive its right either to require
prompt payment when due of all other sums so secured or to declare default for failure so to pay.

5.8 Jury Trialsm

It is mutually agreed by Grantor and Lender that they each waive trial by jury in any
action, proceeding, or counterclaim brought by either of them against the other on any matter
whatsoever arising out of or in: any way connected with the Note, this Mortgage or the indebtedness
secured hereby. :

5.9 Oral Agreements. _ _

ORAL AGREEMENTS OR ORAL Cf)MM'iTMENTS TO LOAN MONEY, EXTEND CREDIT,

MODIFY LOAN TERMS OR TO FORBEAR FROM ENFORCING REPAYMENT OF A DEBT
ARE NOT ENFORCEABLE UNDER WASHINGTON LAW.

5.10No Personal, Family or Household Use:
The indebtedness secured hereby shall not be used fbfpe__rson'a’l, family or household use,
5.11Gaverning Law.

This Mortgage is to be governed by and construed in accordance ‘with the laws of the State of
Washington. :

5.12Termination.
Lender shall release and reconvey this Mortgage upon satisfaction in full of all obligations secured
pursuant to this Mortgage or in the event that Lender exercises its Conversmn Optzon (as defined in the

Note) for the entire balance due and owing under the Note,

IN WITNESS WHEREOF, Grantor has executed this instrument as of the date ﬁ_réf.\&ritteh above.
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- GRANTOR: STERLING HILL HOLDINGS, L.L.C.,
ST a Washington limited liability company, formerly
known as Sterling Hill, L.L.C.

By I%‘-ﬂ %%’

Norm Nelson, General Manager/

STATE OF WASHINGTON . )

A ) ss.
COUNTY OF SKAGIT -~ .« )

I certify that I know or have. satisfactory evidence that Norm Nelson is the person who appeared
before me, and said person acknowledged that he/she signed this instrument, on oath stated that he/she was
authorized to execute the instrument and acknowledged it as the General Manager of STERLING HILL
HOLDINGS, L.L.C., formerly kiown as. STERLING HILL, L.L.C. to be the free and voluntary act and
deed of said corporation, for the uses and purposes mentioned in the instrument.

WITNESS my hand and .ofﬁc:lal sea] here affixed this EQ 7day of
h?diﬁfﬁ ,2013. / .

\\“‘”“”u Ul!/)

AN
o L2 QU//\/ !’-—' (Prmt or. stam;; ‘Pfame of Notary)
SO *f-‘” Exe, -V 7,
. oy :.l' % = NOTARY PUBLIC m and for the State
= co:-g? o"ARY Tz of Washington 7 |
s - i E My Appomtment Explres /¢ //q /(>
= . < \,\ob O ¥ T T
- pUBY OO o .
- -.' K 0 : o - '_
®,Ocr 19.1' NS
7€ oF was
EERTIIAA
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EXHIBIT A
Legal Description

'-'PARCEL “A" :

The Southeast Y of the Northeast '4 of Section 21, Township 35 North, Range 4 East, W.M., EXCEPT the
East 20. feet thereof,, AND EXCEPT the South 20 feet thereof for road purposes as said roads were
conveyed by deeds recorded June 20, 1894, under Auditor’s File No. 19626, in Volume 26 of Deeds, page
783, and recorded September 23, 1896, under Auditor’s File No. 25097, in Volume 32 of Deeds, page 799,
records of Skagit County; Washington, AND ALSO EXCEPT that portion conveyed to Skagit County by
Right of Way Deed recorded October 28, 1999, under Auditor’s File NO. 199910280046.

Situate in the County of Skagi_t; State of Washington.

PARCEL “B™: . |

The South 2 of the Southeias_t;%:uf Sécfi_pn 28, Township 36 North, Range 3 East, W.M.;

EXCEPT roads; |

AND EXCEPT ditch rights of way. along Ihe South line of the Southeast '4 and along the North line
thereof.

Situate in the County of Skagit, State of W’ashi:iét’dh_
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