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MORTGAGE 10L007)

DATE: July 3, 2013

Reference # (if apphcable) 106007 Additional on page
Grantor(s):
1. MLC Propertles L P

Grantee(s)
1. BUSINESS BANK

Legal Description: Parcels"A" and “"B". Sedi;oh 8, Township 33 North, Range 4 East, W.M.,
Portions of the N 1/2 SW 1/4 and Parcel "C" Section 13, Township 34 North, Range 3 East,
W.M., Portion E 1/2 S

Additional on page Page 10

Assessor's Tax Parcel |D#: P16539/330408 3- 007 0006 P131215/340313-0-009-0200,
P16540/330408-3-008-0005

THIS MORTGAGE dated July 3, 2013, is made and executed between MLC Properties, L.P.; A
Washington Limited Partnership {referred to below as Grantor") and BUSINESS BANK, whose
mailing address is 208 EAST BLACKBURN SUITE 100, MOUNT VERNON WA 98273 (referred
to below as "Lender"}. : :
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GRANT OF MORTGAGE For valuable consideration, Grantor mortgages and conveys to Lender all of Grantor's right,
title, “and mterest in and to the following described real property, together with all existing or subsequently erected or
atfixed: hulldmgs, inprovements and fixtures; all easements, rights of way, and appurtenances; all watar, water rights,
watergourses and ditch rights (including stock in utilities with ditch or irrigation rights); and all other rights, rovalties,
and profits relatmg to the real property, |nclud|n without limitation all minerals, oil, gas, geothermal and similar
matters, {the "Real. Property”) located in SI?AGIT County, State of Washmgton

See EXHIBIT-A , whlch is attached to this Mortgage and made a part of this Mortgage as if
fully set forth herem

The Real ProE nhor its: address is commonly known as 19653 CEDARDALE RD and NHN
RIVER BEND RD, MOUNT VERNON, WA 98274. The Real ProBerty tax identification number is
P16539/330408-3-007- 0006 P131215/340313-0-009-0200, P16540/330408-3-008-0005.

Grantor hereby assigns as sgcur;;tv to Lender, all of Grantor's right, title, and interest in and to alt leases, Rents, and
profits of the Property. This -assigniiient is recorded in accordance with RCW 65.08.070; the lien created by this
assignment is intended t§ be spacific;- perfected and choate upon the recording of this Mortgage. Lender grants to
Grantor a license to collect the Rents and profits, which licanse may be revoked at Lender's option and shall be
automatically revoked upon acceleration ‘of all or part of the Indebtedness. In addition, Grantor grants to Lender a
Uniform Commercial Code security interest in the Personal Property and Rents.

THIS MORTGAGE, INCLUDING THE: ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, 1S GIVEN.TO:-SECURE" (A] PAYMENT OF THE INDEBTEDNESS AND (B PERFORMANCE OF
ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS MORTGAGE. THIS
MORTGAGE IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Eioept és‘othervﬁise provided in this Mortgage, Grantor shall pay to Lender all
amounts secured by this Mortgage as they become due and shall strictly perform all of Grantor's obligations under this
Maortgage. o

POSSESSION AND MAINTENANCE OF THE PROPERTY Grantor agrees that Grantor's possession and use of the
Property shall be governed by the following prov:snons

Possession and Use. Until the gceourrence of an’ “Event of Default, Grantor may (1} remain in possession and
control of the Property; (2} use, operate or manage the Property; and {3} collect the Rents from the Propertv
(this privilege is a license from Lender to Grantor automatically revoked upon defaultl. The following provisions
relate to the use of the Property or to other hmltatlons on the Propeny

Duty to Maintain. Grantor shall maintain the Property in tenantahle condition and promptly perform all repairs,
replacements, and maintenance necessary to preserve its value

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

Removal of Improvements Grantor shall not demolish “or remove Aany “Improvements from the Real Propertv
without Lender's prior written consent. As a condition to the rémoval of any Improvements, Lender may require
Grantor to make arrangements satisfactory to Lender to repiace. such }mprovements with Improvements of at least
egual value. : ;

Lendar's Right to Enter. Lender and Lender's agents and repreéeﬁtatives"méiv enter upon the Real Property at all
reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
compliance with the terms and conditions of this Mortgage.

Compliance with Governmental Requirements. Grantor shall promp’tly cornply, ‘and shall promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
otherwise use or occupy the Property in any manner, with all laws, ordir'ian__ces, and-regulations, now or hereafter
in effect, of all governmental autherities applicable to the use or occupancy-of the Property, including without
limitation, the Americans With Disabilities Act. Grantor may contest in good.faith-any“such law, ordinance, or
regulation and withhold compliance during any preceading, |nclud|ng appropriate appeals, s0 long as Grantor has
notified Lender in writing prior to doing so and so long as, in Lender's sole opinion, Lendérls interests in the
Property are not jeopardized. Lender may require Grantor to post adeguate secunty ora suret\,l 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 ali other
acts, in addition to those acts set forth sbove in this section, which from the character and use of the Property are
reasonably necessary to protect and preserve the Property. S

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender’s cption, {A} declare mmedrately due and pavable all
sums secured by this Mortgage or (B) increase the interest rate provided for in the Note or other document ewdenclng
the Indebtedness and impase such other conditions as Lender deems appropriate, upon the sale-br tfansfer, 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; whether legal,
beneficial or equitable; whether voluntary or involuntary; whether by outright sale, deed, installment sale‘contract, land
contract, contract for deed, leasehold interest with a term greater than three {3} years, lease-option contract, or by saie,
assighment, or transfer of any beneficial interest in or to any land trust holding title to the Reat Property,.of-by any other,-x-_
method of conveyance of an interest in the Real Property. If any Grantor is a corporation, partnership oriimited liability *
company, transfer also includes any change in ownership of more than twenty-five percent (25%) of the voting stock,’ -
partnership interests or limited liability company interests, as the case may be, of such Grantor. However, thlS optlon
shall not be exercised by Lender if such exercise is prohibited by federal law or by Washington law. .

TAXES AND UIENS. The following provisions relating to the taxes and liens on tha Property are part of this Mortgage

Payment. Grantor shall pay when due (and in all events prior to delinquency) all taxes, payroll taxes, special taxes,_._ #
assessments, water charges and sewer service charges levied against or on account of the Property, and shalt.pay
when due all claims for work done on or for services rendered or material furnished to the Property. Grantor shall ;
maintain the Property free of any liens having priority over or equal to the interest of Lender under this Mortgage, .~
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£ é:xcept fon"i.thiose liens specifically agreed to in writing by Lender, and except for the lien of taxes and assessments
% not due as further specified in the Right to Contest paragraph.

‘Right to Contest. . Grantor may withhold payment of any tax, assessment, or claim in connection with a good faith
dispute over the‘pbligation 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-fifteen [15) ‘deys after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lendet, deposit with Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficiéht to-distharge the lien plus any costs and attorneys' fees, or other charges that could accrue as a
result of a foreclosuré or.gale under the lien. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment before enforcement agalnst the Property, Grantor shall name Lender as an additional
abliges under any suréty bond furnished in the contest proceedings.

Evidence of Ph#ment..._ Gra_ntafgshall 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
staternent of the taxes and assessments against the Property.

Notice of Construction.. Grantor. shéll notify Lender at least fifteen (15) days before any work is commenced, any
services are furnished, or'any materials are supplied to the Property, if any 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 satisfactory to Lendar that Grantor can and will pay the cost of such
improvements. E L

PROPERTY DAMAGE INSURANCE. *
Mortgage:

The"'folléwing provisions relating to insuring the Property are a part of this

Maintenance of Insurance, Grantdr shall précire and maintain policies of fire insurance with standard extended
coverage endorsements on a replagemiént 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 alsd procure and maintain comprehensive general liability insurance in such
coverage amounts as Lender may request with Lender being named as additional insureds in such Gability insurance
policies. Additionally, Grantor shall maintain such other insurance, including but not limited to hazard, business
interruption and boiler insurance as Lender mayrequire. Policies shall be written by such insurance companies and
in such form as may be reasonably acce‘pt_;a_blek_._té Lender. Grantor shall deliver to Lender certificates of coverage
from each insurer containing a stipulation that coverage will not be cancelled or diminished without 2 minimum of
thirty (30} days' prior written notice to Lender-and not containing any disclaimer of the insurer's hiability for failure
to give such notice. Each insurance policy é[sb__shall include an endorsement providing that coverage in favor of
Lender will not be impaired in any way by any act, omission ot default of Grantor or any other person., The Real
Property is or will be located in an area designated by the Director of the Federal Emergency Management Agency
as a special flood hazard area. Granior agrees to obtain-and-mairtain Federal Flood Insurance, if available, for the
full unpaid principal balance of the loan and any prior.fiens on the property securing the loan, up to the maximum
policy limits set under the National Flood Insurance Program, or as-otherwise required by Lender, and to maintain
such insurance for the term of the loan. : S

Application of Proceeds. Grantor shall promptly notify Lendeér of anyfoss or damage to the Property. Lender may
make proof of loss if Grantor fails to do se within fiftearn (15} tays-of the casualty. Whether or not Lender's
security is impaired, Lender may, at Lender's election, receive and:retain the proceeds of any insurance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration
and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or
replace the damaged or destroyed lmprovements in a manner satisfactory to Lender. Lender shall, upen
satisfactory proof of such expenditure, pay or reimburse Grantor frém the_.proceeds for the reasonable cost of
repair or restoration if Grantor is not in default under this Mortgage. - Afiy pfocseds which have not been disbursed
within 180 days after their receipt and which Lender has nat committed to tHe repair or restoration of the Property
shall be used first to pay any amount owing to Lender under this Mortgagd, then to pay accrued interest, and the
remnainder, if any, shall be applied to the principal balance of the Indebtedness. If-Lender holds any proceeds after
payment in full of the Indebtedness, such proceeds shall be paid without interest to“Grantor as Grantor's interests
may appesr. L e,

Grantor's Raport on Insurance. Upon request of Lender, however not more than g’hcg-'a yaar, Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1) the name-of the insurer; (2} the risks
insured; (3} the amount of the policy; (4) the property insured, the then current reptacement vatue of such
property, and the manner of determining that value; and (5) the expiration date of the golicy. Grantor shall, upon
request of Lender, have an independent appraiser satisfactory to Lender determine the cash value replacement cost
of the Property.

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially-affect Lander's interast in
the Property or if Grantor fails to comply with any provision of this Mortgage or any Relatéd _Do_cu_me_nts;’ihgluding but
not limited to Grantor's failure 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 not be obligated-ta) take any action
that Lender deems appropriate, including but not limited to discharging or paying all taxes, liéns, security-interests,
encumbrances and other claims, at any time levied or placed on the Property and paying all’ costs for .insuring,
maintaining and preserving the Property. All such expenditures incurred or paid by Lender for such purposes will ‘then
bear interest at the rate charged under the Note from the date incurred or paid by Lender to the date-of repayment by
Grantor. All such expenses will become a part of the Indebtedness and, at Lender's option, will {A)° be payabls on
demand; (B] be added to the balance of the Note and be apportioned among and be payable with. any instaliment:
payments to become due during either (1) the term of any applicable insurance policy; or (2} the 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 Morgage
also will secure payment of these amounts. Such right shall be in addition to all other rights and remedies. to which
Lender may be entitled upon Default. S

WARRANTY: DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a paﬁ of this
Mortgage: R

Title. Grantor warrants that: (a) Grantor holds good and marketable title of record to the Property in fee simple,
ffee and clear of all liens and encumbrances other than those set forth in the Real Property deseription or in any .
tite insurance policy, title report, or final title opinion issued in favor of, and accepted by, Lender in connection
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_;-\|:V|th this Mortgage and {b) Grantor has the full right, power, and authority to execute and deliver this Mortgage to
: ender Ly

Defense of Tltla Subject to the exception in the paragraph above, Granter warrants and will forever detend the
title to_the Property:. against the lawful claims of all persens. 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.”. Grantor may be the nominal party in such proceeding, but Lender shall be entitled to
participate in the proceedmg and to be represented in the proceeding by counsel of Lender's own choice, and
Grantar will deliver, or-Cause to be delivered, to Lender such instruments as Lender may request from time to time
to permit such participation,

Compliance With Laws. Gr'an‘tor warrants that the Property and Grantor's use of the Property complies with all
existing appllcable Iews, ordmances and regulations of governmental authorities.

Survival of Representaimns and ‘Warranties. All representations, warranties, and agreements made by Grantor in
this Mortgage shall survive the” execution and delivery of this Mortgage, shall be continuing in nature, and shall
remain in full force and gffect unt1l such time as Grantor's Indebtedness shall be paid in full.

CONDEMNATION. The foflowmg prowsnons relatmg to condemnation proceedings are a part of this Mortgage:

Proceedings. f any pro::eedmg in condemnatlon is filed, Grantor shall promptly notify Lender in writing, and
Grantor shall promptly take such steps-as may be necessary to defend the action and obtain the award. Grantor
may be the nominal party in'such procseding, but Lender shall be entitled to participate in the proceeding and to be
represented in the proceeding by counse’l of its own choice all at Grantor's expense, and Grantor will deliver or

time to permit such partlelpatlon

Application of Net Proceeds. If aII or any part of the Property is condemned by eminent dormain proceedings or by
any proceeding or purchase in lied of coridemniticn, Lender may at its election requ1re that all or any portion of the
net proceeds of the award be applied torthe Indebtedness or the repair or restoration of the Property. The net
proceeds of the award shall mean the awer__d after payment of all reasonable costs, expenses, and attorneys' fees
incurred by Lender in connection with the ‘condemnation,

IMPOSITION OF TAXES, FEES AND CHARGES" BY GOVERN'MENTAL AUTHORITIES. The following provisions relating
to governmental taxes, fees and charges are a part of thiS Maortgage:

Current Taxes, Fees and Charges. tpon reque.et by Lender, Grantor shall execute such documents in addition 1o
this Mortgage and take whatever other action is requested by Lender to perfect and continue Lender's lien on the
Real Property. Grantor shall reimburse Lender-for all taxes, as described below, together with all expenses
incurred in recording, perfecting or continuing -this Mortgage including without limitation all taxes, fees,
documentary stamps, and other charges for recording or reglste ng.’ thls Mortgage.

Taxes. The following shall constitute taxes to which this seetlon epplles (1) a specific tax upon this type of
Mortgage or upon all or any part of the Indebtedness-secired by this Mortgage; (2) a specific tax on Grantor
which Gramtor is authorized or required to deduct from 'peymente on the ndebledness secured by this type of
Mortgage; {3} a tax on this type of Mortgage chargeable against the Lender or the holder of the Note; and (4) a
specific tax on all or any partion of the Indebtedness or on payments of prmclpal and interest made by Grantor.

Subsequent Taxes. If any tax to which this section applnes is enacted subsequent to the date of this Mortgage,
this event shall have the same effect as an Event of Default, and Lender may exercise any or all of its available
remedies for an Event of Default as provided below unless Grantor either: (1) pays the tax before it becomes
delinquent, or (2) contests the tax as provided above in the Taxes and Fiens section and deposits with Lender
cash or a sufficient corporate surety bond or other security sansfactery 1o Lender

SECURITY AGREEMENT; FINANCING STATEMENTS. The following prowsnons relatlng te thus Mortgage as a security
agreement are a part of this Mortgage:

Security Agreement. This instrument shall constitute a Security Agreement w the extent any of the Property
constitutes fixtures, and Lender shall have all of the rights of a secured perty under the Unlform Commercial Code
as amended from time to time.

Security Interest. Upon request by Lender, Grantor shall take whatever actlon is requested by Lender to perfect
and continue Lender's security interest in the Rents and Personal Property. In addition'to recording this Mortgage
in the real property records, Lender may, at any time and without further authorizaticn from Grantor, file executed
counterparts, copies or reproductions of this Mortgage as a financing statement; Grantor-8hall reimburse Lender
for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor ghall not remove,
sever or detach the Personal Property from the Property. Upon default, Grantor $hall-assernble. any Personal
Property not affixed to the Property in @ manner and at a place reasonably convenientto Grantar and Lender and
make it available to Lender within three (3) days after receipt of written demand from Lender ta the extent
permitted by applicable law. ST :

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured partv} from whlch lnformatnon
concerning the security interest granted by this Mortgage may be obtained (sach as requnred hy the Umforrn
Commercial Code) are as stated on the first page of this Mortgage. . E

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

Further Assurances. At any time, and from time to time, upan request of Lender, Grantor will meke, exeeute and ‘
daliver, or will cause to be made, executed or delivered, to Lender or to Lender's designee, and when requested by
Lender, cause to ba filed, recorded, refiled, or rerecorded, as the case may be, at such times and i, such ofﬂcesl :
and places as Lender may deem appropriate, any and all such mortgages, deeds of trust, security deeds; sectirity’ ;
agreements, financing statements, continuation statements, instruments of further assurance, certificates, and
other documents as may, in the sole opinion of Lender, be necessary or dasirable in order to effectuate, complete, .
perfect, continue, or praserve (1) Grantor's obligations under the Note, this Mortgage, and the” Flelated__..“
Documents, and (2)  the liens and security interests created by this Mortgage as first and prior liens on_ the .~
Property, whether now owned or hareafter acquired by Grantor. Unless prohibited by law or Lender agrees tQ the:
contrary in wrmng, Grantor shall reimburse Lender for all costs and expenses incurred in connection with’ the
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_f" Attorney-in-Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may dq S0

: for and in“the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints
‘Lender-as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recarding, and doing all
Gther thmgs as may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in
the precedmg paragr__aph

FULL PERFORMANCE. - |f-Grantor pays all the Indebtedness when due, and otherwise performs ail the obligations
imposed ufon’ Grantor under this Mortgage, Lender shall execute and deliver to Grantor a suitable satisfaction of this
Mortgage and suitable statenients of termination of any financing statement on file evidencing Lender's security interest
in the Rents and the Personal Property. Grantor will pay, If parmitted by applicable law, any reasonable termination fee
as determined by Land'er from ti’me to time.

EVENTS OF DEFAULT Each of the fellowing, at Lender’s option, shall constitute an Event of Default under this
Mortgage:

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

Dafault on Other Payrnams Faifiire. of Grantor within the time required by this Mortgage to make any payment for
taxes or insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien.

Environmental Default Faildre of anv party to comply with or perform when due any term, obligation, covenant or
condition contained in any enwronmental agreement executed in connection with the Property.

Other Defaults. Grantor. fa|ls 1o 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,
obfigation, covenant or condition contamed in any other agreement between Lender and Grantor.

Default in Favor of Third Partles Should Grantor default under any loan, extension of gredit, security agreemant,
purchase or sales agreement, ar any athér agreement, in favor of any other creditor or person that may materially
affect any of Grantor’s property:or Grantor s ‘ability to repay the Indebtedness or Grantor's ability to perform
Grantor's obligations under this Mortgags: -of any of the Related Dacuments.

False Statements. Any warranty, repqueniation .-or';_statement made or furnished to Lender by Grantor or on
Grantor's behalf under this Mortgage or the Related Documents is false or misleading in any material respect,
either now or at the time made or furnished or:becomas false or misleading at any time thereafter.

Dafective Collateralization. This Mortgage; or any of the Related Documents ceases to be in full force and effect

{including failure of any collateral document to® ‘create a valid and perfected security interest or lien} at any time and
for any reason.

Death or Insolvency. The dissolution or terminétion of Grantor‘w‘s: existence as a going business or the death of any
partner, the insolvency of Grantor, the appointment ofa receiver for any part of Grantor's property, any

assignment for the benefit of creditors, any type of creditor workout or the commencement of any proceeding
under any bankruptcy or insolvency laws by or agamst Grantor

Creditor or Forfeiture Proceadings. Commencement of foreclosurs or forfeiture praceedings, whether by judicial
proceeding, seif-hefp, repossession or any other method, by.any creditor of Grantor or by any governmental agency
against any property securing the Indebtedness. This.includés.-a” garnishment of any of Grantor's accounts,
including deposit aceounts, with Lender. However, this Event 6f Default ‘shall not apply if there is a good faith
dispute by Grantor as to the validity or reasonableness of ‘the claim which: is the basis of the creditor or forfeiture
proceeding and if Grantor gives Lender written notice of the craditor or forfelture proceeding and deposits with
Lender monies or a surety bond for the creditor or forfeiture proceedlng, in an amount determined by Lender, in its
sole discretion, as being an adequate reserve or bond for the dlspute

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remedied within any grace period provided therein, mcluding Without limitation any agreement
concerning any indehbtedness or other obligation of Grantor to Lender, whether EXIStlng now or later.

Events Affecting Guarantor. Any of the preceding events occurs with respect ta. any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes incompetent, or revokes or_dlsputes the validity of, or liability
under, any Guaranty of the Indebtedness. A

Adverse Change. A material adverse change occurs in Grantor's fmanmal condutlon or, Lender believes the
prospect of payment or performance of the Indebtedness is impaired.

Insecurity. Lender in good faith believes itself insecure.

RIGHTS AND REMEDIES ON DEFAULT. Upon the occurrence of an Event of Default and at any time thereaﬂer Lender,

at Lender's optien, may exercise any one or more of the foillowing rights and remedies, if addmcm 107 anv other rights or
remedies provided by law: ;

Accalorate Indebtednass. Lender shall have the right at its option without notice to Gr_aﬁt_o‘r ti_): décilaré-ethe entira
Indebtedness immediately due and payable, including any prepayment penalty that Gran_r,or wQuI.d;“bq_ raquired to
pay. e

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

Collect Rents. Lender shall have the right, without notice to Grantor, to take possession of. the Property and

collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and above: Lender’ 3
costs, against the indebtedness. In furtherance of this right, Lender may require any tenant or other usér of the -
Property to make payments of rent or use fees directly to Lender. If the Rents are collected by. Lender, then"‘
Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse instruments received.in payment

thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tenants orother |
users to Lender in response to Lender's demand shall satisfy the obligations for which the payments arg made, -~

whether or not any proper grounds for the demand existed. Lender may exercise its rights under this subparagraph .
either in person, by agent, or through a receiver. d

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possession of all or ahy part of
the Property, with the power to 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 shove the cost of i ’
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:;3' the receivership, against the Indebtedness. The recelver 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. Employment by Lender shell not disqualify a person from serving as a
receiver. . S

Judrcral Fereelosure Lender may obtain a judicial decree foreclosing Grantor's interest in all or any part of the
Property :

Non;udrcral Sata:_'=-!f pe_rmitted by applicable law. Lender may foreclose Grantor's interest in all or in any part of the
Personal Property o:r,:the Real Property by non-judicial sale.

Deficiency Judgment; "”If"pe'rmitted by applicable law, Lender may obtain a judgment for any deficiency remaining in
the Indebtedness due to Lender after application of all amounts received from the exercise of the rights provided in
this section, " . :

Tenancy at Sufferance’. lf"Grantur remains in possession 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-at Lander or the purchaser of the Property and shall, at tender's option, either (1)
an a reasonable rental for the use, of the Property, or (2) vacate the Property immediately upon the demand of
ender.

Other Remedies. Lender shall have all other rights and remedies provided in this Mortgage or the Note or available
at law or in eqmty S

Sale of the Property. To the extent permltted by applicable law, Grantor hereby waivas any and all right to have
the Property marshalled. In exercnsrng its rights and remedies, Lender shall be free to sell all or any part of the
Property together or separstely; in"one sale or bv separate sales. Lender shall be entitled to bid at any public sale
on all or any portion of the Property

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Personal
Property or of the time after which any. private. sale or other intended disposition of the Personai Property is to be
made. Reasonable notice shall mean notice given at least ten (10} days before the tirme of the sale or disposition.
Any sale of the Personal Property may be made in conjunction with any sale of the Real Property.

Election of Remedies. Election by Lender to pursue dny remedy shall not execlude pursuit of any other remedy, and
an election to make expenditures or to take action to perform an obligation of Grantor under this Mortgaga, after
Grantor's failure te perform, shall not affect Lender's right to declare a default and exercise its remedies. Nothing
under this Mortgage or otherwise shall be construed so as to limit or restrict the rights and remedies available to
Lender following an Event of Default, or in ariy way to limit or restrict the rights and ability of Lender to proceed
directly against Grantor and/or against any other. co-maker, guarantor, surety or endorser and/or to proceed against
any other collateral directly or indirectly securing the Indebtedness

Attorneys’ Fees; Expenses. If Lender institutes any suit or actaon to enforce any of the terms of this Mortgage,
Lender shall be entitled to recover such sum as the court may adjudge reasonable as attorneys' fees at trial and
upon any appeal. Whether or not any court action.js. involved, and t¢ the extent not prohibited by law, all
reasonable expenses Lender incurs that in Lender's opinign areé necessary at any time for the protection of its
interast or the enforcement of its rights shall become a part ¢f the Indebtedness payable on demand and shall bear
interest at the Note rate from the date of the expenditure ufitif rapaid. Expenses covered by this paragraph inciude,
without limitation, however subject to any limits under applicablg law, Lerider's attorneys’ feas and Lender's legal
expenses, whether or not there is a lawsuit, including attorneys’; fees and expenses for bankruptcy proceedings
{including efforts to modify or vacate any automatic stay or an]unctmn), appéals, and any anticipated postqudgment
collection services, the cost of searching records, obtaining title.reports (incliding foreclosure reports), surveyors'
reports, and appraisal fees and title insurance, to the axtent permltted by appllcabte Iaw Grantor also will pay any
court costs, in addition to all other sums provided by law. .

NOTICES. Subject to applicable law, and except for notice required or allowed bv' Iaw tp ‘be given in another manner,
any notice required to be given under this Mortgage, including without limitation‘any notige 'of default and any notice of
sale shail be given in writing, and shall be effective when actually delivered, when actually received by telefacsimile
(unless otherwise required by law), when deposited with & nationally recognized-overnight colrier, or, if mailed, when
deposited in the United States mail, as first class, certified or registered mail postage prepgid, directed to the addresses
shown near the beginning of this Mortgage. All copies of notices of foreclosure from thé holder of any lien which has
priority over this Mortgage shall be sent to Lender's address, as shown near the beginning of this Mortgage. Any party
may change its address for notices under this Mortgage by giving formal written notice ‘to the other parties, specifying
that the purpose of the notice is to change the party's address, For notice purposes, _Grantor agrees to keep Lender
informed at all times of Grantor's current address. Subject to applicable law, and except for notice requ:red or gliowed
by law ta be given in another manner, if there is more than one Grantor, any notice given by Lender 10 any Grantor is
deemed to be notice given to all Grantors. ;

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Mortgage

Amendments. This Mortgage, together with any Related Documents, constitutes the entire: understandmg and
agreement of the parties as 1o the matters set forth in this Mortgage. No alteration of. or_ariendrient o this
Mortgage shall be effective unless given in writing and signed by the party or parties sought to ba charged or
bound by the alteration or amendment. S . 4,

Annual Reports. |If the Property is used for purposes other than Grantor's residence, Grantor shall furmsh to
Lender, upon request a certified statement of net operating income received from the F'roperty during Grantor's
pravious fiscal year in such form and detail as Lender shall require. "Net operating income” shall mean“all cesh_k_.' .
receipts from the Property less all cash expenditures made in connection with the operation of the Property.

Caption Headings. Caption headings in this Mortgage are for convenisnce purposes only and are not te be used: % ’5
interpret or define the provisions of this Mortgage. I

Governing Law. This Mortgage will 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 prov:smns.f

This Mortgage has been accepted by Lender in the State of Washington.
Choice of Venue. If there is a lawsuit, Grantor agress upon Lender's request to submit to the jurisdiction of the

courts of SKAGIT County, State of Washington.
|
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: No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Mortgage unless such

t walver is‘given in writing and signed by Lender, No delay or omission on the part of Lender in exercising any right
shall. pperate as’a waiver of such right or any other right. A waiver by Lender of a provision of this Mortgage shall
niot prejudice or..constitute a waiver of Lender's nght otherwise to demand strict compliance with that provision or
any other-provision .of this Mortgage No prior waiver by Lender, nor any course of dealing between Lender and
Grantor; shall“constitute a waiver of any of Lender's rights or of any of Grantor's obligations as to any future
transactions.”. Whenever the consent of Lender is required under this Mortgage, the granting of such consent by
Lender-in any instanci gshall not constitute continuing consent to subsequent instances where such consent is
required and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Saverability. 1’ a_court ef .competent jurisdiction finds any provision of this Mortgage to be illegal, invalid, or
unenforceablg as’ to any ‘cifcumstance, that finding shall not make the oﬂendlng provision illegal, invalid, or
unenforceablé-as to any other circumstance. )f feasible, the offending provision shall be considered modified so
that it becomes legal, valid and enforceable, If the offending provision cannot be so modified, it shall be
considered deleted from this Mortgage. Unless otherwise required by law, the illegality, invalidity, or
unenforceability of any prmnsmn “of: thls Mortgage shall not affect the legality, 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 othsr interest or
gstate in the Property at any time held by or for the benefit of Lender in any capacity, without the written consent
of Lender. .

Successors and Assigns. Su'ﬁjéct to ahy {imitations stated in this Mortgage on transfer of Grantor's interest, this
Mortgage shall be binding upon and inure to the benefit of the parties, their successors and assigns. |f ownership
of the Property becomes vestexl.in a-‘person other than Grantor, Lender, without notice to Grantor, may deal with
Grantor's successors with reférence to this"Mértgage and the Indebtedness by way of forbearance or extension
without releasing Grantor from the obhgatlons of:this Mortgage or liability under the Indebtedness.

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

Waiver of Homastead Exemption. Grantor hereb‘,‘r teleases and waives all rights and benefits of the homestead
exemption laws of the State of Washmgton as to. all Indebtedness securad by this Mortgage.

DEFINITIONS. The following capitalized words.and- terms shall have the following meanings when used in this
Mortgage. WUnless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful
maney of the United States of America. Words dnd terms used in the singular shall include the plural, and the plural
shall include the singular, as the context may require. Words and terms not otherwise defined in this Mortgage shall
have the meanings attributed to such terms in the Uniform Commerczal Code:

Borrower. The word "Borrower” means MLC Propertles, L P and lncludes all co-signers and co-makers signing the
Note and all their successors and assigns. ;

Default. The ward "Default” means the Default sat forth in thrs Mortgage in the section titlad "Default”,

Event of Default. The words "Event of Default™ mean any of the events of detault set forth in this Mortgage in the
events of default section of this Mortgage. e

Grantor. The word Granter means MLC Froperties, L.P.."""

Guarantor The word "Guarantor means any guarantor, suretv',' or acéommodation party of any or all of the
Indebtedness. ' : ;

Gua?anty The word "Guaranty” means the guaranty from Guarantar to Lender, including without limitation a
guaranty of alt or part of the Rote. e,

lmprovements The word "mpravements™ means all existing and furure rmprovements, buildings, structures,
mobile homes affixed on the Real Property, facilities, additions, replacements and ether construction on the Real
Property. - .

Indebtadness The word "Indebtedress” means all principal, rnterest and other amr.:runts costs and expenses
payable under the Note or Related Documents, together with all rengnals” of, extensions of, modifications of,
consofidations of and substitutions for the Note or Related Documents and any ‘amounts expended or advanced by
Lender to discharge Grantor's obligations or expenses incurred by Lender to enforce Grantor s obligations under
this Mortgage, together with interest on such amounts as provided in this Mortgage

Lender. The word "Lender” means BUSINESS BANK, its successors and assngns .
Mortgage. The word "Mortgage" means this Martgage between Grantor and Lender

Note. The word "Note™ means the promissory note dated July 3, 2013, in the orlgmal p mclpal amount of
$600,000.00 from Grantor to Lender, together with all renewals of, extensions of, modiflcatuons of,
refinancings of, consolidations of, and substitutions for the promissory note or agreement. -

Personal Property. The words "Personal Property” mean all equipment, fixtures, and ather. artrcles of personal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed” to..the- Heal Property,
together with all accessions, parts, and additions to, all replacements of, and all substitutions: for.-any‘of:such
property; and together with all issues and profits thereon and proceeds (including without llmltatmn aII msurance
proceeds and refunds of premiums) from any sale or other disposition of the Property. S

Property. The word "Property” means collectively the Real Property and the Persanal Property.

Heal Property. The words "Real Property” mean the real property, interests and rights, as further descnbed |n thls
Mortgage. . ‘

Related Documents, The words "Related Documents” mean all promissory notes, credit agreements Ioan L
agreements, environmental agresments, guaranties, security agreements, mortgages, deeds of trust. secdrity |
deeds, collateral mortgages, and all other instruments, agreements and documents, whether now or hereefter
existing, executed in connaction with the Indebtedness. -

Rents. The word "Rents" means all present and future rents, revenues, income, issues, royalties, preﬁts and

other benefits derived from the Property.
20
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GRANSTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS MORTGAGE, AND GRANTOR AGREES
TOIT TERMS S

GRANTOR: =

MLC PROPERTIES, LiP. .~

arrin L Morris'f):n; Gengral artne; of MLC Properties. L.P.

By: E 2
Keith E Morrison, General Partner of MLC Properties, L.P.

WHHgy
\\‘“ [ ] -v-”

| PARTNERSHIP ACKNOWLEDGMENF‘@"Q%&-& Q

~ ’
M ANG ATy g 'ﬁ? OTARY %, 2
STATE OF _'- - ) 3 8 wotARy By 2
COUNTY OF Maq ,(/{L P : : 58 %}:& PUBLE -'§$E
L Nt o {,,:7 4’.5.99...? Cg\\\
A 3R
On this day of ., 20 I&éﬁ‘ﬂr’dﬂv’\\e\ the undersigned

Notary Public, personally appeared Darrin L Morrllson, Gaiaral Partnar of MLC Properties, L P.. and personally known to
me or proved to me on the basis of satisfactory evidéngé to be a partner or designated agent of the partnership that
executad the Mortgage and acknowledged the ‘Mortgage to be the free and voluntary act and deed of the partnership,
by authority of ptatute or its Partnershlp Agrgemant; for the uses and purposes therein mentioned, and on oat stated

that he or she j ortgage and in fact executed the Mortgage an If of the artn
J ' Rasiding at
Notary Public in and for the State of M e '. . My commission explres

- ; : 0 - .. . \\‘ ’,,
Ao dor L SR,
STATE OF _ Vi Ny LS %5( 7

<
EOS B _': Y o) ,9 a'
sALW@/O( J88 7 F IS woramy B
COUNTY OF Je B e e : =
/ sz PuBC aE
(4 l Ao, >, ,0:
On this day of , 20 ] _@9:}'&? thersugned
Notary Public, personally appeared Keith E Morrison, General Partner of MLC Pro y known to

me or proved to me on the basis of satisfactory evidence to be a partner or desngnated ag@nﬂ:m \bartnershlp that
executed the origage and acknowledged the Mortgage io be the free and voluntary act and deed of the partnership,

By

Notary Public in and for the State of

LASER PRO Lending, Ver. 13.2.0.016 Copr. Harland Financial Solutions, tnc. 1997, 2013. Aﬂ' 'Right's-fF'lesgrvéd. -
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: Parcel

) The North Y2 of Northwest % of the Southwest %, and the Southwest % of the Northeast ¥4 of the Southwest

Vi, and the Southeast Vs of the Northwest V4 of the Southwest % of Section 8, Township 33, Range 4 East,
W M.

EXCEPT roads

EXCEPT nghts—of—wav appropriated for Drainage District No. 17 along the East line of the Northwest ¥4 of
the Southwest ' of- sa_l_d Section 8.

Parcel “B™:

The Southwest 4 of the Northwcst /4 of the Southwest ¥4 of Section 8, Township 33 North, Range 4 East,
W.M, . .

EXCEPT roads along the Weét and South lines thereof,

AND EXCEPT drainage dltch ri ghts of-way,

AND EXCEPT the South 15 feet mereof conveyed to Skaglt County for road purpose.
Parcel “C™

Lot 3 of Skagit County Short Plat No. 11 0109 approved Iuly 9 2012 and recorded July 26, 2012 as
Auditor’s File No. 201207260079,

TOGETHER WITH a non-exclusive easement for i mgress egress ‘and utilities over, under and across the 10-
foot strip of Lot 2 of said Short Plat as described on Easement tecorded August 30, 2012 as Auditor’s File
No. 201208300129; all being a portion of the East ¥ of Section. 13, Township 34 North Range 3 East, W.M.
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