RECEIVED

STATE OF IDAHO APR 2§ 2016
A
D
DEPARTMENT OF WATER RESOURCES Kl Ao

Form 42-24K(5) 214

Notice of Security interest in a Water Right

and a request to be notified of a change in ownership or any proposed
or final action to amend, transfer, or otherwise modify the water right(s)

Atiach pages with additional information. Incomplete forms will be returned.

I Water Right/Claim No. | Water Right/Claim No. | Water Right/Claim No., Water Right/Claim No.
34-780 ¢
34.88 O
3498 O\

34-4003 Ty

2. The following REQUIRED information must be submitted with this form;

A) Evidence of the security interest. This may be a copy of a DEED of TRUST, MORTGAGE,
CONTRACT OF SALE or other legal document indicating your interest in the property and
water rights or claims in question, WITH ATTACHED LEGAL DESCRIPTION.

B) A FEE of $25.00 per water right or adjudication claim.

3. Name and Mailing Address of Person or Company Holding Security Interest
CAPITAL FARM CREDIT, FLCA

3000 Briarcrest Drive, Suite 601

Bryan, TX 77802

Aftn: Ben R. Novosad

Phone (979)822-3018

Email Paul.noak@capitalfarmcredit.com

4. Name of Water Right Owner/Claimant(s) Pass Creek Ranch, LLC

5. Expiration Date of Notification Period 03/01/2031
6. Is this a Renewal of Request for Notification? MO
7. Signature(s) of Security Interest Holder(s) / GZI/
Title, if applicable Ashley Wood, Braréﬁ Manager, Capital Farm Credit FLCA

For Office Use On) -
Receipted by QL_‘__J § Date E;ngﬁff)? o/ @ Receipt No, £ ]ﬁo i_'! Fe
Processed by AJ Date WR -, LI ) Date =




Instrument # 251660

CHALLTS, CUSTER, I
€3-26-1036  03:42:31 Mo, of Pages: 26

Recorded for: FIRST AMERICAN TITLE - KETCHUM
Lura H. Baker Fee: $BS,
Ex-0fflclo Recorder Deputy: CAC

+# 57135l

WHEN RECORDED RETURN TO:
Capital Farm Credit, FLCA

P.0. Box 1809

Alpine, TX 79831

Loan No, 933844
Richard B. Negley
Capital Farm Credit, FLCA (Alpine)

MORTGAGE, ASSIGNMENT OF RENTS, SECURITY AGREEMENT
T AND FIXTURE FILING
(Closed End)

THIS MORTGAGE IS ALSO INTENDED TO BE A SECURITY AGREEMENT AND A
FIXTURE FILING.

[NOTICE: THIS MORTGAGE SECURES ALL OTHER INDEBTEDNESS EVIDENCED BY
THE SECURED OBLIGATIONS OR OTHERWISE CREATED IN CONNECTION WITH
THIS MORTGAGE, WHICH INDEBTEDNESS 1S POTENTIALLY UNLIMITED.

NOTICE: THE OBLIGATIONS SECURED BY THIS MORTGAGE PROVIDE FOR A
VARIABLE INTEREST RATE.

This Morigage, Assignment of Rents, Security Agrecment and Fixture Filing (“Mottgage™),
dated 8s of _ 3-15-2016 , is exccuted by PASS CREEK RANCH, LLC, AN IDAHO
LIMITED LIABILITY COMPANY, ACTING BY AND THROUGH MARSHALL V.
DAVIDSON, JR., AS MANAGER, as Mortgagor, -whose address is 4040 Broadway, Suite 501,
San Antonio, Texas 78209; RICHARD B. NEGLEY, AND LEITH ASKINS NEGLEY, whose
address is 101 Aylesbury Hill 5t,, San Antonio, Texas 78209, (referred herein collectively as
“Mortgagor™), in favor of and for the benefit of CAPITAL FARM CREDIT, FLCA, a
corporation organized and existing under the laws of the United States (“Mortgegee™), as
Morigagee, whose address is 3000 Briarcrest Drive, Suite 601, Bryan, Texas 77806. Each
capitalized term uscd and not otherwise defined in this Mortgage shall have the meaning given
such tenn in the Note and Approvel Notice and Loan Agreement {the “A grecment”) exccuted by
Mortgagor/Borrawer (es defincd herein) on or around even date. “Loan Documents” as used
hercin means all docoments and instruments signed in connection with the Loan(s) (as defined
herein) and other Loans made by Morigagee lo Merigagor or an affitiate of Mortgegor and any
extensions, renewals, amendments, substitutions and replacements thereto.

Pursuant to the terms and conditions of tho Agreement, Morigagor has agreed to grant this
Morigage in favor of Morigages lo provide sccurity for Mortgagor's obligations under the
‘Note(s) described hercin, the Agreement and the related Loan Documents and any sod ell other
documents entered into pursuant thereto.

MORTGAGE (Closcd End) -1
403E7,0001.79670902



4053639
RECORDED

NO.

MAR 2 8 2016

WAH.%M

. - RECORDED ELECT ROMICALLY
# 6’] 2)DU'L0 0 2 S]lplg0. Couney Luster
WHEN RECORDED RETURN TO: Dam 328260 T 312531
Capital Farm Credit, FLCA arlfte wwampliletom BOOAOST
P.0. Box 1809

Alpine, TX 79831

Loan No. 933844
Richard B, Negley
Capital Farm Credit, FLCA (Alpinc)

MORTGAGE, ASSIGNMENT OF RENTS, SECURITY AGREEMENT
. AND FIXTURE FILING
{Closcd End)

THIS MORTGAGE IS ALSO INTENDED TO BE A SECURITY AGREEMENT AND A
FIXTURE FILING.

[NOTICE: THIS MORTGAGE SECURES ALL OTHER INDEBTEDNESS EVIDENCED BY
THE SECURED OBLIGATIONS OR OTHERWISE CREATED IN CONNECTION WITH
THIS MORTGAGE, WHICH INDEBTEDNESS I8 POTENTIALLY UNLIMITED.

NOTICE: THE OBLIGATIONS SECURED BY THIS MORTGAGE PROVIDE FOR A
VARIABLE INTEREST RATE.

This Mortgage, Assignment of Rents, Security Agreement and Fixture Filing (“Mortgage™),
dated &s of _ 3-15-2016_, is cxcculed by PASS CREEK RANCH, LLC, AN IDAHO
LIMITED LIABILITY COMPANY, ACTING BY AND THROUGH MARSHALL V.
DAVIDSON, JR., AS MANAGER, as Mortgagor, whosc address is 4040 Broadway, Suite 501,
San Antonio, Texas 78209; RICHARD B. NEGLEY, AND LEITH ASKINS NEGLEY, whosc
address is 101 Aylesbury Hill St,, San Antonio, Texas 78209, (referrcd herein collectively as
“Mortgagor™), in faver of and for the benefit of CAPITAL FARM CREDIT, FLCA, a
corporation organized &nd existing under the laws of the United States (“Mortgagee™), as
Mortgagee, whose address is 3000 Bdarcrest Drive, Suile 601, Bryan, Texas 77806. Each
capitalized term used and not atherwise defined in this Mortgage shall have the meaning given
such term in the Note and Approval Notice and Loan Agreement (the “Agrecment™) exceuted by
Mortgagor/Borrower (as defined hercin) on or around even daie, “Loan Documents” as used
herein means all documents and instruments signed in connection with the Loan(s) (as defined
hercin) and other Loans made by Mortgages to Mortgagor or an affiliete of Morlgagor and any
extensions, renewals, amendments, substitutions and replacements thereto.

Pursuant 1o the lerms and conditions of ihe Agrecment, Mortgagor has agreed to grant this
Mortgage in favor of Morigages to provide security for Mortgagor's obligations under the
Note(s) described herein, the Agreement and the related Loan Documenis and any and all other
documents entered into pursuant thereto,

MORTGAGE (Closcd End) - 1
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ARTICLE 1
‘GRANT OF SECURITY

1.1  Grant of Security. Morigagor, in consideration of the indebtedness sccured by this
Mortgage, irrevocably bargains, sells, grants, transfers, moitgages, conveys, assigns and warrants
to Morigages, for the benefit and security of Morigagee, all Morigagor's existing and future
rights, titles, interests, estates, powers and privileges in or to the following (collectively the

“Property™):

a. That certain real property located in Butte and Custer County(ies), State of Idaho,
more particulorfy described on Exhibit A attached hereto and incorporated herein;

b. The real property described on Exhibit A is hereinafier described ag the “Land™;

c. All buildings, wells and other improvements now or hereaficr located on the
Land, including, but not limited to, the Fixtures (as defined herein), and all other equipment,
machinery, appliances and other articles pttached to such buildings, irrigation cquipment, and
other improvements (collectively the “Improvements™),

d. All fixtures (including without limitation, goods that are or become 50 relaied to
the Land or Improvements that an interest in them arises under the real esiate Jaw) and any
additions or replacements (collectively the “Fixtures™) now or hereafier located on, sitached lo,
installed in or used in connection with the Land and the Improvements;

c. All perzonul property, appliances, equipment and goods now or hereafter owned
or possessed by Morlgagor or Borrower located upon, in, or about or used in tonnection with
said Land or Improvements, including the maintenance thereof, together with all increases,
substitutes, replacements, proceeds and products thereof and additions and accessions therelo;

f. All rights, rights-of-way, casements, licenses, profits, claims, demands, privileges,
grazing privileges, tenements, hereditaments and appurtenances now owned or hereafler nequired
by Mortgagor and uscd in connection with the Land or the Improvements or s 8 means of access
1o either or both, including without limitation, all righls over the property of third persons which
arc rclated thereto, and all unaccrued trespass and surface damage claims sppurtcnant thereto,
and all wrilten operations plens snd all permils and approvals related to the Land or
Improvements;

g All of Morigagor's tight, title and interest in and to any land within eny right-of-
way of any open or proposed street adjoining the Land, and any and eall sidewalks, alieys, strips
eand gores of land adjacent to or used in coancetion with the Land and Improvements;

h. All of Mortgagor's existing and future rights in easeinents, appurtenances,
royaltics, leaschold, surface, subsurface and/or mineral rights now owned or after-acquired, oil

MORTGAGE (Closed End) - 2
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and gas rights, crops, timber, all diversion payments or third party paymenis made to crop
producers, and other mineral rights in or relating o the Land;

i All water, waler rights and riparian rights, wells, well rights, ditches, ditch rights,
canal, canel rights, reservoits, reservoir rights, drainage rights, and water stock, including but not
limited to all shares of stock in any water, diteh, canal or reservoir company, and all existing and
future improvements, structures, fixturcs, and replacements that may now, or at any time in the
future, be past of tho Land or rclating to the Land. Notwithstanding any other provision,
reservation or exceptions contained herein or on any exhibit hereto, the lien created hercby shall
cover all Mortgagor's water rights, including but not limited to, rghts to surface water, ground
walcr, underground water, percolating waters, tributaries and non-tribuieties, rights to any water
from lakes, streams or other hodies of water, adjudicated, licensed, or permitied water and water
rights, appropriated or unappropriated watcr und waler rights, decreed or undecreed water and
water rights, riparinn and other water tights which arc now owncd or which are hercafter
acquired by Mortgagor whether or not expressly cxcepted from the description of the Property,
including but not limited to Idaho Department of Waler Resources, Water Right Nos, 34-7B, 34-
8B, 34-9B, and 34-4003;

J All existing and future lcases and subleases relaling to the Land and
Improvemenis or eny interest in them, including without limitation, all deposits, advance rentals
and other similar payments, but not including the Rents, as defined and scparately assigned in
Atticle 5;

k All options to purchase, exchange or lease the Properly or any interest in them
(and any greater estatc in the Properly and acquired by exercise of such options);

i All Mortgagor's other cxisting or future estaies, homestead or other claims or
demands, both in law and in equity in the Land and Improvements, including without fimitation,
(i) all awards made for the partial or complete taking by eminent domain, or by any procecding
or purchese in licu of eminent domain, of the Property, and (ii) all proceeds, including general
intangibles and payment intangibles, of any insurance covering e Propeitly; and

m. All cash or non-cash proceeds of the sale, icase, license, exchange or other
disposition of the Property or general intangibles, including peyment intangibles, arising
therefrom. Proceeds include all subsidy payments, in cash or in kind, which may be made to
Monrgagor by any person, entity or governmental agency, including but not limited to, payments
and entitlements from state and federal farm programs, as well as any type of Property insurance,
and any rights erising out of Property, coliections and distributions on Property.

12  Grant of Sccurity Interest in Collateral: Fixture Filing, As further sccurily for the
payment, performance and observance of the Secured Obligations, Mortgagor, as debtor, hereby’
grants to Mortgagee, as secured party, a secured interest in all of Mortgagor's existing and futurc
dght, tille and interest in, to and under the following {collectively the “Collateral™): all ()
Fixtures; (b) furniture, funishings, cquipment, machincry, materiala, irmigation cquipment and

MORTGAGE (Closed End) -3
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imigation property, and other personal property now or hereafter situated in or upon the Land and
Improvements and used in the operation of the Praperty; (c} contracts and policics of insurance
and proceeds thereof which may insure all or any portion of the Land, Fixtures, Improvements or
Coliatere] against casualties and theft; {d) condempation proceeds for all or any portion of the
Land, eny Fixtures, ihe Improvements or Collatcral; {c) oll water rights and riparian rights, wells,
well rights, ditches, ditch rights, canal, canal righs, reservoirs, reservoir rights, drainage rights,
and water stock, , including but not limited to all shares of stock in any water, ditch, canal or
reservoit company, and all existing and fisture improvements, structures, fixturcs, and
replacements that may now, or at any time in the fulure, be part of the Land, and all of
Borrowes’s waler rights, including but not limited to, rights 1o sutface water, ground water,
underground waler, percolating waters, tributeries and non-tributarics, rights to any water from
lakes, streams or other bodies of water, adjudicated, licensed, or permitied water and water
rights, appropriated or unapprepriated water and waler riglts, decreed or undecreed water and
water rights, riparian end other waler rights which erc now owned or which are hereafier
rcquired by Mortgagor whether or not expressly oxcepted from the description of the Land,
including but not limited to idaho Department of Walter Resources, Waler Right Nos. 34-7B, 34-
8B, 34-9B, and 34-4003; (D) rights, eascments, appuricnances, royaltics, surface, subsurface
and/or mineral rights now owned or afler acquired, oil and gas rights, crops, timber, all diversion
payments or third party payments made to crop producers; and (g) cash or non-cash proceeds of
the Collateral (including but not limited to, general intangibles, including payment inlengibles,
and all proceeds which constitute property of the types described in clauses (g) through (¢) of this
Paragraph) and all right of Mortgagor to receive proceeds of any insurance, indemnity, warranty
or guaranty payable by reason of loss of or damage {o any of the Collateral, This Morigage
constitules n security agreement for afl purposes under the Uniform Commercial Code in effect
in the State(s) where the Collateral described herein is located. This Morigage shall be effective
from the date of its recording as a financing statement filed as a fixture filing with respect to all
portions of the Collateral which are, or are to become, Fixtures, In addition to all other rights
and remedicy provided for in this Morlgage, Mortgagee shall have sl of the rights and remedies
of a sccured party under the Uniform Commercial Code in cffect in the states where the
Collateral is located, Mortgagor agrees that at least 10-days’ notice to Morlgagor of the time and
place of eny public sale or the time after which any privaie salc is to be made shall constitute
reasonable nolification with respect to the Collateral. If Mortgagee shall so require, Mortgagor
vpon the ocourrence of an Event of Default, will make tho Collateral (excluding Fixtures)
available to Mortgagee at a place designated by Morigegee which is ressonably convenient to
both Mortgagor and Moripagee, Mortgagor shall execute such instruments and documenls as
Morigagee reasonably may require from time o time to further cvidence, implement or perfect
any of Morigagee's righis, reanedies and security interests.

1.3 Tixture Filing. The personal property in which Morigagee has a secwsity interest
includes goods which are or arc to become fixtures on the Property. This Morigage is intended
to serve as a fixture filing pursuant to the tenns of the applicable Uniform Commercial Code,
This filing is to be recorded in the real estate records of the County(ies) in which the Property is
located, In that regard, the following information is provided:

MORTGAGE (Closed End) - 4
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Name of Morigagor, as Deblor: Pass Creck Ranch, LLC
Attn: Marshall V. Davidson, Jr., Manager

Address of Mortgagor: 4040 Broadway, Suite 501
San Anlonio, TX 78209

Name of Mortgageo, s Secured Party:  Capital Farm Credit, FLCA
Attn: Ben R. Novosad

Address of Mortgagee: 3000 Briarcrest Drive, Suite 601
’ Bryan, TX 77806

ARTICLE 2
REPRESENTATIONS AND WARRANTIES

2,1  Represcotations and Warrantics. Morigagot reprosents and warrants to Mortgagee as
follows: :

a2 Morigagor hereby authorizes Mortgagee to filc, at anytime, one or more financing
slaternents and any amendments and contlnuations thereof, describing any personal property or
fixtures described herein, without further signature of Mortgagor. Morigagor hereby represents
and wamants that Morgagor's chicf execulive office is located in the State of Texas;
Morigagot's State of formation is the State of Jdaho; Morlgagor’s stale of residence is the Stale
of Texas, and Morigagor's exact legal name is as set forth herein,

b. Mortgagor is the solc fegal and equitable owner of ihe Property;

c. Without (hereby limiting the generality of the forcgoing, and except as otherwise
previously disclosed to Morigages, Morigagor has nat assigoed or granted any harvest or access
rights or interests, or sold or leased any part of the Lond or the Improvements, if any, to eny
other person (individual, organization or governmental unit);

d. There are no claims, liens, encumbrances (including judgments, levies and the
like), or security interest (“Licns”) covering the Property or any part or item thereol except
eascments and reservations of record which are listed on the title policy delivered by Mortgagor;

€. To the best of Mortgagor's knowledge, and other than lhave been disclosed to
Morigagee, there arc no federal, state or local laws, regulations, rules or standards ("Laws™), or
permits, orders, injunctions, citations, notices of civil penalty, restraining orders, judgments or

MORTGAGE (Closed End) -5
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the like issucd by any governmental unit (“Orders™} which are now in effect and which would
restrict any material use of the Property;

f. Mortgagor has taken all actions necessary and has been duly authorized 1o
cxecute, acknowledge und deliver this Mortgage and the Loan Documents and to perform the
Secured Obligations;

g This Morlgage has been cxecuted, acknowledged and delivered on behalf of
Morigagor by pariners, members, representatives or officers, as applicable, of Mortgagor duly
authorized to perform such acls;

h, This Mortgage is the legally valid and binding contract of Mortgagor, end is
enforceable agrinst Morigagor in accordance with its terms except as such enforcement may be
limited by bankruptcy, insolvency, reorganization, meratorium o other similar Laws affecting
the rights and remedics of creditors generally and by general principals of equity, whether
applied by a court of law or equity;

i The loan issucd under the Note(s) is intended for commercial purposcs and

Morigagor represcnts that the Land is income producing propesty and not the persanal residence
of Mortgagor or any Morigagor Property;
j To the best of Mortgagor's knowledge, neither the execution of this Mortgage nor
the payment and performance of the Secured Obligations will materially violate any Laws or
Orders affecting Mortgagor or ils Property or constilute a breach or Event of Default by
Morigagor under any agrcement, contract, loan indenture, lease, instrument or like document
{“Contract™) to which Morigagor is a party or its Property is bound.

The foregoing representations end warranties will survive and not be merged or otherwise
eliminated by any conveyance, voluntarily or through forcclosure, of the Property to Mortgagee
or its nominec. Morigagor hereby ngrees to indemnify, defend and hold harmless Mortgagee
from and against any and all claims, loss, liability, damages, licns, penalties, costs and expenses
of any nature or kind whatsoever arising from or related to any misstatement of any material fact
in the foregoing representations and warranties or the omission therein to state a material fact
necessary in order to meke the sialements made, in light of the circumstances under which they
arc made, not misleading.

ARTICLE 3
SECURED OBLIGATIONS

3.1  Sccured Obligations, This Morlgage, and the Jicn it creates, is made for the purpose of
securing the following obligations (colicctively the “Secured Obligations™):

a. The full and punctual payment of the indebiedness evidenced by fhat certain Note
in favor of Morigagee (*Note™) dated on or around even date, made by Pass Cieck Ranch, LLC,
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48387,0001.7967090.2




Richard B. Negley and spouse, Leith Askins Negley (collectively “Borrower”) to the order of
Mortgagee in the principal face amount of ONE HUNDRED EIGHTY-EIGHT THOUSAND
FIVE HUNDRED AND NO/100°s DOLLARS ($188,500.00), with interest thercon at the rales
therein provided which intcrest rate and payment terms maey be adjusted as provided in the Note
and Loan Documents, together with any and all rencwals, modifications, consolidations and
cxtensions of the indebtedness evidenced by the Note, as well as any prepayment fees or
penalties as provided for in the Note or ns il may be amended to provide for such prepayment
fees or penalties;

b. Payment and performance of Borrower's and Mortgagor's obligations under the
Nole(s) and Agreement and under any and all other present and future agreements execuled by
Mortgagor and relating to the Note(s);

C. Payment and petformance of Borrower's and Morigagor's obligations under all
indemnities contained in the Loan Documents;

d. Payment of such additional sums with intcres! thercon as may be duc to
Morlgagee under any provisions of this Mortgage;

e. Payment of all indobtedness and performance of all other obligations which the
then record owner of the Property may agree to pay and perform for the benefit of Mortgapee
{including future ndvances to Mortgagor), and which are contained in a document which recites
that it is securcd by this Morigage;

f. Payment by Mortgagor of all amounts advanced by (or on behalf of) Mortgagee to
improve, protect or preserve the Property or the scourity of this Mortgage, with interest on such
amounts as provided in this Morigage;

g Payment and performance of all pmendments, modifications, extensions, rencwals
and replacements of any of the foregoing, including without limitation, (i) emendments or
modifications of the required principal or interest payment dates accelerating or deferring any
such payment dates, ot (ii) amcndments, modificalions, extensions or renewals at a different rate
of interost, whether or not evidenced by o new or additional notes or other document; and

h. Payment of charges as allowed by law, wicn such charges are made for any
Morlgagee stetcment or other statement regarding the Secured Obligations.

3.2  Notice. Notice is hereby given that the interest rate, payment terms or balance due on the
Notes(s) may be indexed, adjusted, renewed or renegotinted.

ARTICLE 4
COVENANTS
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41 Tayment of Sgcured Obligations. Mortgagor and Borrower shall pay the Securcd
Obligations when due.

42  Mainlcnance, Repair, Alterations.

4.2.1 Maintenonce, Repnir, and Alterations: Affirmative Covennnts. Morlgagor
shall:

a, Kecp the Property in good condition and repair;

b. Complete promptly and in a good and workmanlike manner, any
Improvement which may be constructed on the Land, and promptly restore in like manner any
Improvement which may be damaged or destroyed, and pay when due all claims for [abor
performed and materials furnished for such construction or restoration;

c. Comply with all statutes, laws, ordinances, regulations, Orders, rulings,
rules, consents, permits, licenses, conditions of spproval and authorizations of sny court or
governmental or regulatory body having jurisdiction over Mortgagor, the property or
Improvements (“Laws and Ordinances™);

d. Comply with any condominium or other plan, declaration of covenants,
conditions and resirictions, reciprocal cascment ngreements to which the Property is subject
("CC&Rs™), any owners' assaciation articies and bylaws affecting the Property, and such
exceptions to title acceptable to Morlgagee (“Permitted Exceptions™);

e Keep end moaintain abutting grounds, sidewalks, roads, patking and
landscape arcas in good, neat order and repair;

£ Compty with the provisions of any leases constituting part of the Property;

g Obtain and maintsin in full force and effect all permils necessary for the
use, occupancy and operation of the Property; and

h. Do any and all other acts, cxcept ns olherwise prohibited or restricied by
the Loan Documents, which may be reasonably necessary to protect or preserve the value of the
Property and the rights of Mortgagee in it.

422 Maintenance, Repair and Alterations: Negative Covepnnts. Mortgagor shall
not, except upon the prior writlen consent of Mortgagee:

e, Remove, demolish or materially alter any of the Improvements, other than
to make non-structural repairs in the ordinary course of business which preserve or increase the
valuc of the Property;
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b. Commit, suffer ot permit any act to be done in, upan or to any part of the
Property in violation of any Laws and ordinances, CC&Rs, or Permitted Exceptions now or
hercafter affecting the Property;

c. Commit or permit any waste or delerioration of the Froperty;

d. Take (or fuil to take) any action, which would increase the risk of fire or
other hazard occurring to or affecting the Property or which otherwise would impair the security
of Morigagee in the Property;

c. Abandon all or any part of the Property or lcave the Property unprotected,
unguarded, vacant or desericd; or

f. Initiate, join in or consent to any change in eny zoning ordinance, general
plan, specific plan, private restriclive covenant or other public or privaie restriction limiting the
uses which may bc made of the Property or Improvements by Morlgagor without the prior
written consent of Morigagee.

43  Ipsurance.

43.1 Policies Required, Mortgagor shall at all times maintain in full force and effect,
al Morigagor's sole cost and cxpense, with insurcrs reasonubly satisfactory to Mortgagee, the
following policies of insurance in form, substance and amounis reasonably satisfactory {o
Mortgogee:

a. Public liability insurance in amounts required by Mortgagee from time o
time;

b. Courge of construction, fire and hazard “all risk™ insurance covering 100
percent of the replacement cost of the Improvements end the Fixtures focated on the Land in the
ovent of (i) fire, lightening, windstorm, earthquake, vandalism or malicious mischief, (ii) ol
other risks normally covered by “all risk” coverage policies in the area where the Property is
located, and (jii) loss by flood if the Property is in an area designated ns subject to the danger of
flood;

. Worker's compensation insurenco and any other insurance required by law
in connection with the Property;

d, Property damage insurance in amounts required by Mortgagee from time
to time;

e All rentel loss insurance and busincss intcrruption insurance that

Mortgagee requires (including insurance against income loss during a period of restoration); and
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f. All other insurance required by Mortgagee from time to time.

No less than 30 days prior to the expiration of cach policy, Mortgager shali detiver to Mortgagee
evidence reasonably satisfactory to Mortgagee of renewal or repiacement of such policy.

432 Required Policy Provisions. Each policy of insurance rcquired under this
Apgreement shall:

a. Provide that it shall not bie cancelled or materially changed without at least
30-days' prior written notice to Mortgagee;

b. Be primary insurance without right of contribution;
c. {For casualty insurance) include a “Lender's Loss Payable Endorsement”

in form and substance satisfactory to Mortgagee, showing Morlgagee as “Lender,” or (for
liability insurance) shall name Morigagee as an additional insured;

d. Include only deductible amounts to which Mortgagee hns previously
consented in wriling;
c. Contain an agreed value clause sulficient o climinate any risk of

coinsurance, if it is insured against damage lo the Improvements;

f Be in form, substance, amount and issued by companics {which must be
rated Class A V11 or better by Best's Insurance Reporis) reasonably approved by Mortgagee;
and

£ Mect such other requirements as Mortgagee requires.

433 Claims. Mortgagor shall give Morigagee immediatc notice of any casualty to any
poction of the Property in cxcess of $25,000.00, whether or net covered by insurance. It
covered, Mortgagor authorizes Mortgagee, if Morigagee so clects, to make proof of loss, and o
commenee, to appear in, defend and prosecute any claim or action arising from any applicable
policy and to settle, adjust or compromise any claim under any such policy. Mortgagor
irrevocably appoints Mortgapee {ts truc and lawful sltotney-in-fact for all such purposes.
Neither Mortgagee nor Mortgagor shall settle, adjust or compromisc any such claim without the
prior writtcn approval of the other, which approval shall not be unreasonably withheld or
delayed.

434 Delivery of Proceeds to Movimagee. 1f, regardless of any “Lender's Loss
Payabie Endorsement” requircment sct forth nbove, the procecds of any casunlty insurance
policy described above are paid to Mortgagor, Morigagor shall deliver such proceeds to
Mortgagee immediately upon receipt,
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435 Application_of Cnsuslty Insurance Procecds. Any proceeds collected (the
“Proceeds™) under any casualty insurance policy described in this Morlgage shall be applicd as
provided below:

Morigegor shall deliver the Proceeds to Morigagee, and Mortgagee shall hold the
Proceeds in an account to be used for repair or reconstruction of the Improvements, subject to the
conditions sct forth below and Mortgagee's customary disbursement procedures, However, if ()
the Mortgagee's security has been impaired, or (b} if there is an uncured Event of Default,
regardless of whether Mortgagee's security has been impnired, then Mortgageo, in its sole
discretion, can apply the Procceds against the Secured Obligations. If Mortgagee elects to have
the funds used for repair or reconstruction, Mortgagee will not be obligated to moke any
disbursements of such proceeds unti! all of tho following conditions are satisfied, as determined
by Morigagee in its sole reasonable discretion:

a. Within 60 days of such damage, destruction or taking, Mortgagor presents
to Mortgagee a restoration plan satisfactory to Mortgagee in its reasonable discretion which
includes cost cstimates and schedules; and

b. Within 3 months of such damage, destruction ar izking, Morigagor and a
contractor satisfaciory to Morlgngee enter into & fixed price or guarantced maximum price
contract satisfactory to Mertgagee in its reasenable discretion, providing for complete restoration
in accordance with such restoration plan; and

c. To the extent the proceeds arc insufficicnt to eccomplish the resloration,
Mortgagor shall deliver to Mortgagee funds in the amount of such shortfall, which funds shall be
assigned to Mortgageo na sccurity for Mortgagor's obligations under this Mortgage and held and
disbursed in the same manner as the proceeds; and

d. ‘The (i) Proceeds (exclusive of rental loss insurance proceeds) for such
domage or destruction, that are received by Mortgagee, plus (ii) additional funds provided to
Mortgagee by Mortgagor for restoration purposcs, arc at least equal to such fixed price or
pguarantced maximum price.

If Morigagor complies with this Paragraph, Mortgapee shell disburse to such
contractor(s), on Morigagor's request, in nccordance with the restomtion contrct and
Mortgagee's customary disbursement procedures. Nothing hercin shall be deemed to excuse in
any manner Mortgagor's obligation to mnke any payments with respect to the Sccured
Obligations when due under any Loan Document.

4.3.6  Assipnment of Policies. If this Morigage is foreclosed or other transfer of titlc or
assignment of the Property is made in satisfaction of all or part of the Secured Obligations, then
all right, title and interest of Mortgagor in and to all policics of insurance required by Section
4.3.1 above and all uncarned premiums pafd on them shall, without further act, pass to the
putchaser or grantee of the Property.
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43.7 Waiver _of_Subrogation. Morigagor waives all right to recover apainst
Mortgagee (or any officer, cmployee, agent or representative of Mortgages) for any loss incurred
by Mortgagor from any cauge insurced ngainst or required by any Loan Document to be insured
against, provided however, that this waiver of subrogation shall not apply to any insurance policy
if such policy’s coverage would be materially reduced or jmpaired a3 a result. Mortgagor shall
obtain only policies which permit this waiver of subropation.

44 Condempation and Otber Awards. Upen lcaming of the actual or threatened
condemnation or other taking for public or quasi-public use of all or any part of the Property,
Mortgagor shall immediately notify Mortgagee, Morigagor shall take all actions reasongbly
required by Mortgagee in conncction with such condemnation or other taking to defend and
protect the interests of Morigagor, Morigagee in ihe Property. At Morigagee's oplion,
Morigegee may be the named party in such proceeding. Regardiess of the adequacy of its
security, Morigagee shall be entitled to participate in, control and be represented by counsel of
its choice in such proceeding. All condemnation proceeds shall first be applicd to reimburse
Mortgagee for all their reasonable costs and cxpenses, including reasonable attomeys' fees,
incurred In connection with the collection of such award or settlement. The balance of such
award or sctilement shail be applied by Mortgogee against the Sceured Obligations in such order
a8 Morigagee may determine.

4.5  Taoxes and Impositions (Impounds). Morigagor shall pay, prior 1o delinquency, all of
the foliowing (collectively the “Impositions”):

o All gencral and special real properly taxes and assessments imposed on the
Property; and

b. All other taxes and nssessmonts and charges nssessed on the Property {or on the
owner and or operator of the Property) which create or may create & lien on the Property (or on
any personal property or fixture used in connection with the Property); including, without
limitation, non-govemmental levies and asscssments under applicable CC&Rs; and

c. All business laxes; and

d. All liccnse fees, taxcs and asscssments imposed on Mortgagee (olher than
Mortgagee's income or franchise taxes) which are measured by or based upon (in whole or in
part) the amount of the Sccured Obligations.

If permitied by law, Mortgagor may pay the Imposition in installments (together with any
ncerued interest). Upon demand by Mortgagee from time to time, Mortgagor shail deliver to
Mortgagee, within 30 days following the duc date of any [mposition, cvidence of payment
reasonably satisfactory to Morigagee. In addition, upon demnand by Morigagee, at Mortgegor’s
expense, from time to time, Mortgagor shall furnish fo Morlgagee a tax reporting service for the
Property of a type and duration, and with a compeny reasonably satiyfactory to Morigagee.
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4.51 Rescryes on Impositions (Impounds). If Morigagee requires following the
occurrence of an Event of Default, Morigagor, at the time of making each installment payment
on the Note, or at such other intervals as Mortgagee reasonably designates, shall deposit with
Mortgagee such sum es Mortgages reasonably estimates to be necessary 1o pay instaliments of
Fmpositions and insurance policics next becoming duc upon any of the Land, Tixtures and
Improvements, All such sums may be held by Mortgagee und epplied in such order as
Mortgagee may clect for peyment of Impositions or other sums securcd by this Mortgage at
Mortgagee's olection.  Such sums shall constitule additional collatersl for the Secured
Obligations. Exccpt as otherwise provided by law, Mortgagee shall have no obligation regarding
such sums other than to account to Mortgagor for their rcceipt end application.  Upon any
transfer by Mortgagee of its rights or interests in the Secured Obligations or of this Mortgage,
Mortgagee may {urn over to the transferee such of those sums a5 Morigagee then holds, and
Mortgagee's responsibilities with respect to them shall terminate. Upon any tmnsfer by
Mortgagor of the Land or Improvements, Mortgagor's intcrest in any such sums shall be deemed
automatically transferred to such transferee,

4.6 Utilities, Mortgagor shell promptly pay all ges, irigation, electricily, waler, sewer and
other utility charges incurred for the benefit of the Property or which may become a lien against
the Property; and all other similar public or private assessments and charges relating to the
Property, regardless of whether or not any such charge is or may become a lien on the Property,

49  Licns: Non-Permitted Excepliong. Mortgagor shall not cause, incur or permit fo exist
any lien, encumbrance or charge (“Non-Permilted Exceplions™ upon all or any part of the
Property ot any interest in the Property other than Permitted Exceptions. Mortgagor shall pay
and prompily discharge, at Mortgagor's sole cost and expense, ali such Non-Permitted
Exceptions. If Mortgagor fails 1o do 5o, the Morigagee may, but shail not bo obligated fo,
discharge them, without notice to or demand on Mortgagor, and without inquiring into the
validity of such Non-Permitted Excepticns or tho existence of any defense or offset to them.
Mortgagee may discharge Non-Permiticd Exceplions either by (a) paying lhe amount clgimed to
be due, or (b) procuring their discharge by depositing in a court a bood or the amount claimed or
otherwise giving securily for such clnim, or (c) in any other manner pormitted or required by law.
Morigngor shall, immediately upon demand by Mortgagee, pay Mortgegee's reagonable costs and
cxpenses incurred in connection with such discharge, together with interest on such costs from
{he datc of such expenditurc until paid at the default rate of intercst described in the Note
("Default Rate™).

48  Salc_or Lense of Property; Due on Sale Clause. Morigagor shall not sell, lease,
sublease or otherwise transfer all or any part of the Property or any inlerest in it, without the

prior written consent of Mortgagee, which consent may be granted or withheld in Mortgagee's
sole and absolute discretion. All lenses of any part of the Property must be submitted to
Morigagee for approval prior to execution, which consent may be granted or withheld In
Mortgagee's sole and absolute discretion. Transfers requiring Mortgagec's prior writien consent
shall include, without limitation, the following:
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a. Involuntary transfers and tmosfers by operation of law;

b. Liens, encumbrances and assipnments as security for obligetions, whether
volustary or involuntary; and

c. The sale, issuance, disposition, encumbering or other transfer of all or any part of
any class of the outstanding capital stock in Mortgagor, whether voluntary or involuntary.

No sale, lease or olher transfer shall relieve Mortgagor from primary liability for its
obligations under the Note and Loan Documents or relieve any guarantor from any liability
under any guaranty. Upon any such transfer to which Mortgagee does not conseni, Mortgagee at
its option may, without prior notice, declare all Secured Obligations immediately due and
payable without presentment, demand, protest ot furilicr notice of any kind, and may exercise ell
rights and remedies provided in this Mortgage.

4.9  Inspeclions. Mortgagor nuthorizes Mortgageo and its agents, rcpresentatives and
employees, upon reasonable nolice to Morigagor, to cater at any time upon any part of the
Propetty for the purpose of performing a Subsequent Valuation, inspecting the Property, taking
soil or groundwaler samples and conducting lests (o investigate for the presence of hazardous
materlals, provided such cntry shall causc us litle disruption to the occupants of the Property as
possible, ond provided Mortgagee restores the Properly to its pre-inspection condition il
Mortgagee's inspection activities cause damago (o the Property. Mortgagor agrees lo pay the
costs and expenses of Morigagee incurred in such inspections and examinations, including
without limitation, Mortgagee's attomeys' fees, if such inspection was made necessary because of
an Event of Default, whether the scrvices are provided by Mortgagec's employecs, agenls or
independent contraclors, Any inspettion or review by Morgagee is solcly for Mortgagec's
benefil to protect Mortgngee's sccurity and preserve Mortgagee's rights under this Agrcement.
Mortgagee owes no duty of carc to protoct Merlgagor or any other party against, or te inform
Mortgagor or eny other party of, any adverse condition affecting the Property, including any
dofects in the design or construction of the Improvements. No inspection by Mortgageo shall
constitute & walver of any Event of Default.

4.10 Defense of Actions. Mortgagor shall notify Mortgagee of any action ot proceeding
purporting 1o affect {a) the secwily of this Morigage, (b) any of the Loan Documents, (c) all or
eny part of the Property ar any interest in i, {¢) any additional or other security for the Secured
Obligations, or (¢} the intcresis, rights, powers or duties of Mortgagee under this Mortgage.
Mortgagor, at ne cost or expense to Mortgagee, shall appear in and defend the same. If
Mortgagee elects to become or is made a party to such action or proceeding, Morigagor shall
indemmnify, defend nnd hold Mortgagee harmless from gll related limbility, damage, cost and
expense reasonably incurred by Morigagee (including, without limitaticn, reasonable attorneys'
fees and expenses consistent with Section 4.13 of this Morigage), whether or not such action or
proceeding is prosecuted to judgment or decision.
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411 Drotection of Sccurity. If Mortgagor fails to make any payment or 1o do any act
required by this Morigage or any of the other Loan Documents, Morigagee may do so.
Mortgagee may decide to do so, cach in its own discretion, without obligation 1o do so, without
further notice or demand, and without releasing Mortgagor in such manner and to such extent as
cither may reasonably deem necessary to proteet the security of this Mortgage. In connection
with such sctions, Morlgagee has the right, without limitation, but not the obligation: (a) lo enter
upon and take possession of the Propetty; (b} to make ndditions, allerations, repairs and
improvements to the Property which in the judgment of cither may be necessary or proper to
keep the Property in good condition and repair; (¢) to appear and participate in eny action or
proceeding affecting or which may affect the security of this Mortgage or the rights or powers of
Morigagee; {d) to pay, purchase, contest or compromise any cncumbrance, claim, charge, lien or
debt (excepting Permitled Exceptions) which in the judgment of either may affect the security of
this Mortgage or appeer to be prior or supctior to this Morigage; and (e) in exercising such
powers, to pay all necessary or appropriale costs and expenses and employ necessary or desirable
consuliants,

412 Morigagee's Powers. If Mortgagor falls to pay eny sum, other than principal and
interest on the Securcd Obligations, or ta perform or comply with any other obligation required
by any Loan Document, Morigagee at its eleclion may pay such sum or comply with such
obligtion, Without affecting the liability of Mortgagor or any other person liable for the
payment of any Secured Obligation, and without affecting the lien or charge of this Mortgage,
Mortgagee may, from time to time, do any of the following: (a) relcase any person 50 liable, (&)
extend the maturity or alter any of the terms of any such obligation (provided, however, that the
consent of Mortgagor shall be required for extension or alteration of eny unpaid obligation of
Mortgagor to Mortgager), (¢) waive any provision of this Mortgage or grant other indulgences,
(d) reiease or reconvey, or cause to be releascd or reconveyed, at any {ime at Mortgagee's option,
all ot any part of the Property, (¢) take or releasc any other or edditional sceurity for any Sceured
Obligation, or (f) make arrangements with Borrower in relation to the Sccured Obligations.
Waiver by Mortgagee of any right or remedy 23 to any transaction or occurrence shall not be
deemed to be a waiver of any future transaction or occurrence. By accepting full or partial
payment or performance of any Secured Obligation after due or after the filing of & noticc of
default and election to sell, Mortgagee shall not have thereby waived its right to (i) require
prompt payment and performance in full, when due, of ell other Secured Obligations, (if) declare
a default for faflure to so pay or pecform, or (iii) proceed with the sale under any notice of default
and election to sell previcusly given by Mortgagee, or os to any unpaid balance of the
indebiedness secured by this Morigage.

4,13 Reimburscment of Costs, Fees and Kxpenses: Secured by Mortgage. Mortgagor
shall pay, on demand, to the maximum ailowable under applicable Jaw, all reasonable costs, fees,

cxpenses, advances, cherges, losses and liabilities paid or incurred by Mortgagee in
administering this Mortgage, the collection of the Securcd Obligations, and Mortgageo's cxercise
of any right, power, privilege or remedy under this Mortgage, Such amounts include, without
litnitation {a) foreclosure fees and expenses, receiver's fees and expenses, (b) costs and lecs paid
or incurred by Morlgagee and or any receiver appointed under this Mortgage in connection with
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the custody, operation, use, maintcnance, management, protection, preservation, collection,
appraisal, sale or other liquidation of the Property, (c) advances mnde by Mortgagee to complete
or partially construct al! or part of any Improvements which may have been commenced on the
Land, or otherwise to protect the sceurity of this Motigage, (d) costs of evidence of litle, costs of
surveys and costs of appraisals, and costs resuliing from Morigagor's failure 1o perform any of
the provisions of this Mortgage. Fees, cosis and expenscs of attomeys shall inciude the
reasonable fees and disbursements of Mortgagee's outside and staff counsel and of any experts
and agents (including fees of law clerks, paralegals, investigators and others not admitted to the
bar but performing services under the supervision of en ettorney), and including such fees
incurred in the exercise of any remedy (with or without litigation), in any proceeding for the
collection of the Secured Obligations, in any foreclosure on any of lhe Property, in prolecting the
lien or priority of the scourity, or in any litigation or controversy connected with the Secured
Obligations, including any bankrupley, receivership, injunction or other proceeding, or any
appeal from or petition for review of any such proceeding, Reasonable counsel fees shall include
fees incurred not only in enforcing the Secured Obligations in any bankruptcy or receivership
proceeding, but also any fees Incurred in paricipating in the bankruptcy or reccivership
proceedings geaerally. Such sums shail be secured by this Mortgage and shall bear intcrest from
the date of expenditure until paid at the Default Rate,

ARTICLE 5
ASSIGNMENT OF RENTS, ISSUES AND PROFITS

5.1  Assipnment of Rents, Issues pud Profils. Mortgagor absolutely, unconditionally and
irrevocably assigns and transfers to Morigagee all of its right, title and interest in and to all rents,
issues, prafits, royalties, income and other procecds and similar bencfits derived from the
Property (collectively the “Rents™), and gives to Mortgagee the right, power and authority to
collect such Rents. Mortgagor irrevocably mppoints Morigagee its true and lawful attomey-in-
fact, ot the option of Mortgagec, ot any time and from time o time, to demand, reccive and
enforce payment, lo give receipts, releases and satisfactions, and or sue, in ils name or in
Morigagor's name, for ail Rents, and to npply them to the Sceured Obligations. However,
Morigagor shall have a liccnse 1o collect and retain Rents (but not more than ous month in
advance unless the written approval of Mortgagee has first been obtained) 5o long as an Event of
Default shall not have oecurred and be continuing. The assignment of the Rents in this Ardicle 5
is intended o be an absolute assipnment from Mortgagor to Morigagee and not merely the
passing of » securily intcrest.

52  Collection Upon Defoult, Upon the occurrence of an Event of Default, Mortgagor's
license to collect the Rents shall automaticaily terminate. Upon such termination, Mortgagee
mey, at any time, either in person, by agent or by a receiver appointed by a coud, and without
regard to the adcquacy of any security for the Secured Obligations, do any of the following: (a)
enter upon and tske possession of all or any part of the Property; (b) with or without 1aking
posscssion of the Property in its own name, suc for or etherwise collect Rents (including those
past due and unpaid, and all prepaid Rents and all other security or other deposits paid by tenants
to Martgagor); and (c) apply the Rents (jess costs and expenses of operation and collection,
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including, withoul limitation, attorneys’ fees, whether or not suit is brought or prosecuted to
judgment) to any Secured Obligation, and in such order as Morlgagee may determine, even il
payment or performance of said Securcd Obligation may not then be due. Mortgagor agrees that,
upon the ocourrenca of any Event of Default, Mortgagor shall prompily deliver all Rents and
security deposits to Mortgagee. The collection of Rents, or the entering and taking possession of
the Property, or the application of Rents as provided above, shell not (f) cure or waive any Bvent
of Default or notice of default under this Mortgage, (ii) invalidate any act performed in response
to such Event of Default or pursuant to such notice of defoult, or (iii) causec Morigageo to be
deemed a morigagee-in-possession of all or any part of the Property,

53  Asgipped Lenses, Mortgagor agrees, with respect to cach lease and sublease
(coliectively the “Assipned Leases™) any portion of which has been assigned to Mortgagee under
this Mortgage, as follows:

53.1 Morigagor shall prompily perform all of Mortgagor's obligations as landlord
under cach Assigned Lease and shall immediately notify Mortgagee in wriling of any notice of
default received by Mortgagor from the tenant, At Morigagee's request, Mortgagor will have
{epant execule estoppel certificates and subordination agreements acceplable to Mortgagee.

5.3.2 Mortgagor shall diligently enforce the performance of all of the obligations of the
tenant under each Assigned Lease; shall not waive any default or waive, release or discharge any
such tenant of or from eny such obligation; and shall not cencel, terminate or modify mny
Assigned Lense withoul Mortgagee's prior wrilten consent.

533 Morlgagor hereby represcnls and warrants to Mortgagee, with respect to each
Assigned Lease that is presently in offect {collectively the “Current Assigned Leases”), (a) thal
Mortgagor has delivered to Morigages o true and complele copy of each Cument Aussigned
Lease, together with all amendments, modifications and supplements thereto; (b) that Martgagor
has not accepted any payment of Rent (or other charge) under any Current Assigned Lease maore
than one manth in advance; and (c) that, to the best of each Mortgagor's knowledge, no material
default by Mortgagor or any other person under any Current Assigned Lease remains uncured.

5.4  Further Assignments. Upon Morigagee's demand from time to time, Mortgagor shalt
execute and deliver (o Morigagee recordable assignments of Martgagor's interest in any aad all
leases, subleases, contracts, rights, licenses and permits now or hercafier affccting all ar any part
of the Property. Such assignments shall be made by instruments in form and substance
satisfaciory to Mortgagee; provided, however, that no such assignment shall be construed s
imposing upon Mortgages any obligation with respect thereto. Mortgagee may, at its oplion,
excrcise its rights under this Morigage or uny such specific assignment and such exercise shall
not constitute a waiver of any right under this Mortgage or any such specific assignment.

ARTICLE 6
REMEDIES UPON DEFAULT
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6.1  Events of Defnult. The occurrenco of any of the following events or conditions shall
constitute an event of default (“Event of Default™) under this Mortgage:

6.1.1 Mortgagoc fails to pay any amount owing under this Morigage when due; or

6.1.2 Mortgagor fails to pay any taxcs, insurance premiums, sssessments or rents
required under this Morlgage; or

6.1.3 Mortgagor fails to observe or perform any other obligation contained in this
Mortgage; or

6.1.4 Tho occurrence of an Event of Default under the Notes, Agrecment or any other
Loan Documents; or

6.1.5 All orany porﬁon of the Improvements arc destroyed by fire or other casualty and
Mortgagor fails to satisfy all of the restoration conditions within the time periods specified in
Scction 4.3 of this Morigage; o

6.1.6 All or any material part of the Property is condemned, taken in eminent domain,
seized or appropriated by any governmental or quasi-governmental agency or entity; or

6.1.7 A defoult under the Environmental Indemnity Agrecraent cxccuted by Morlgagor
end or any other party, in connection with the Notes evidenced by the Agrcement.

62  Accclerntion Upen Default: Additional Remedies. Upon the occurrence of an Event
of Default, Mortgagee may, at its option, exerclse all of the applicable rights and remedics set
forth in the Note(s) and Agrecment and, in uddition, declare all Secured Obligations to be
lmmedintely due and payable without any preseniment, demand, protest or further notice of any
kind; and whether or not Morigagee exercises any said right or remedy, Morigagee may:

6.2.1 Eiihes in person or by agent, with or withaut bringing any action or proceeding, or
by & receiver appointed by n court and without regard 1o the adequacy of its security;

i, Enter upon and take possession of all or part of the Property, in ils own
name;

b, Conduct envirommental assessments and surveys and do any olher acls
which it deems necessary or desirable to preserve the value, marketability or rentability of all or
part of the Property or intcrest in the Property or increase the Property's income, or protect the
security of this Morlgage;

c. With or without teking possession of the Property, sue for or otherwise
collect the Rents, including those past due and unpaid; and
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d. Apply the Rents (less costs and cxpenses of operation and collection
including ottorneys' fees) to any Secured Obligations, all in such order ms Morlgegee may
delermine;

The entering and taking possession of the Property, the collection of such Rents
and their application shall not cure or waive any Bvent of Default or notice of default or
invalidate any act done in response to them, Regardicss of whether possession of the property or
the collection, reccipt and application of any of the Renis is by Mortgagee or a receiver, the
Mortgagee shall be entitled to cxercise every right provided for in the Loan Documents or by law
upen occutrence of any Event of Default, including the right to exercise the power of sale;

622 Commence an action to foreclose (his Morigage, sppoint a recciver, of
specifically enforce any of the covenants contained in this Mortgage;

623 EBxercise all of the rights and remedics available to & secured pasty under the
applicable Uniform Commercial Cade in such order and in such manner as Motigagee, in its sole
discretion, may determine (including without limitation, requiring Martgagor to assemble the
Collateral and make the Collaternl avalinble to Morlgagse at o reasonably convenient location), it
being understood and acknowledged that this Mortgege is intended to be a securily agreement
pursuant to the applicable Uniform Commerciel Cade for () all Fixtures, and (b) any and all
items of personal property specified above as part of the Property which, under applicable law,
may be subject to & security intercst pursuant to the applicable Commercial Code and which are
not herein effectively made part of the real property. The cxpenses of retaking, holding,
preparing for sale or the like shall include reasonable attorneys’ fees and other expenses of
Mortgagee and shail be additionally secured by this Mortgage; and

6.2.4 Excrcise all other rights and remedics provided in this Mortgage, in any Loan
Document ot other document or agreement now or hereafter securing all or soy poriion of the
Secured Obligations, or provided by law or in cquity.

6.3  Appointment of Receiver. Upon the eccumrcnce of nn Event of Default under this
Mortgage, Mottgagee, without notice to Morigagor or anyone claiming under Morigagor, and
without regard 1o the then value of the Property or the interest of Mortgagor in i1, shall have the
right to eoter the Property in person or to apply to any court having jurisdiclion to appoint a
receiver ot receivers of the Property, Mortgagor itrevocably consents to such appoiniment and
waives notice of eny such application. The actions that Mortgagee or such receiver may take in
connection with such cotry may include, but are not limited to (3) modifying, compromising
obligations under, terminating and implementing remedies with respect to the Assipned Lcases,
and (b} emlcring into, modifying or temminating any coniractusl arrangements, subject lo
Morigages's right at any time {o discontinue any of the same without jiability. Mortgagee is
further authorized by this provision to request the court to apgoint a general recelver and to
empower the rceeiver to (i) sell or Jease all or any portion of the Property, (i) callect and apply
to the outstanding balances of the Notes all sales or lcase procecds, or hold the proceeds pending
a court order appraving the receiver's final report and account, and (i) hold the collections as
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cash collateral pending such court order or foreciosure sale. Any such receiver(s) shall also have
all the usual powers and duties of receivers in similar cases and all the powers and dutics of
Mortigages in case of cntry as provided in this Morigage, end shall continue to exercise all such
powers until the date of confirmation of salo of the Property, unless such receivership is sooner
{erminated. If Mortgagee elects to cnler or take possession of the Property, it will not assume
any liability to Morigagor or any other person for operation or maintenance of the Property, and
Mortgagor expressly waives any such Mortgagee liability.

64  AppHcation of Funds Afier Defnult, Except a3 otherwise provided in this Mortgage,
upon the occurrence of an Event of Dofault, Morigagee may at any time, with notice to
Mortgagor if providing such notice will not adversely delay the exercise of Mortgagee's rights or
remedics, apply to any Secured Obligation, in such manner and order es Morigagee may elect,
even if such Secured Obligation may not yet be due, any amounts received and held by
Morigagee to pay insurance premium or impositions or os Renls, or as insurance or
condemnation proceeds, and all olher amounts received by Mortgagee from or on account of
Mortgagor or the Property, or otherwisc. The receipt, use or application of any such amounts
shall not affect the maturity of any indebtedness securcd by this Mortgage, any of the rights or
powers of Mortgagee under the terms of eny Loan Document, or any of the obligations of
Mortgagor or any guaranior under the Agreement or any other Loan document; or cure or waive
any BEvent of Default or notice of default under the Note(s) and Agreement or any other Loan
Document; or invalidaic any act of Morigagee.

65 TRcmetdics Not Exclusive. Mortgagee shall cach be entitled to enforce payment and
performance of any Secured Obligation and to excrcise all rights and powers under this
Moriguge or any other Loan Document or other agreemont or sny law, even if some or all of the
Sccured Obligations may be otherwise secured, whether by guaranty, mortgage, Mortgage,
pledge, lien, assignment or othcrwise. Neither the neceplance nor cnforcement (whether by court
actfon or pursuant to the power of sale or other pawers herein contained) of this Morigage shall
impair Mortgagee's tight to realize upon or enforce eny other sccurity teld by Mortgogee.
Mortgagee shall each be entitled to cnforce this Mortgage and any other security for the Secured
Obligetions held by Mortgagee in such order and manncr as they may in their absolute discretion
determine. No remedy conferred upon or reserved to Mortgages is intended to be exclusive of
any other remedy in this Morigage, and other agrecment, or at law, but cach shall be cumulative
and in addition to every other remedy availablo to Morigagee. Every power or remedy given by
any of the Loan Documents to the Morigagee or to which it may be otherwisc entitled, may be
exercised, concurrently or independently, from time to time and as ofien as may be deemed
cxpedient by the Mortgagee, ond it may pursue inconsisicnl remedies. Mortgagor may be joined
in any action brought by Mortgagee to foreclose under or otherwise enforce this Morigape.

6.6 Request for Notice, Morigagor requests that a copy of any notice of default and that a
copy of any notice of sale under this Mortgage be mailed to it at the address set forth in the first
paragraph of this Morigage.

ARTICLE 7
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MISCELLANEQUS

71  Amcndments. This insteument cannot be waived, modificd, discharged or terminated
except in wriling signed by the party against whom enforccment of such changes is sought.

72  Waivers. Morigagor waives, to the cxtent permitted by law, (8) the bencfit of all laws
{whenever cnacted) providing for any appraisal before sale of any portion of the Property, (b) all
rights of valuation, appraisal, stay of excculion, notice of election to mature or declare due the
whale of the Secured Obllgations and marshaling in the event of foreclosure of this Mortgage,
and (c) all rights and remedies which Mortgagor may have under the laws of the State of Idnho
regarding the rights and remedies of sureties.

7.3  Statcments By Mortpagor, Mortgagor shall, within 10 days afier notico  from
Mortgagee, deliver to Mortgagee a writlen statement setting forth the amounts then unpaid and
secured by this Mortgage and stating whether Mortgagor has any knowledge that any offset or
defense exists against such amounts,

7.4  Statemonts By Morigapee. For any statement or accounting requested by Mortgagor or
any other entitled person pursuant to applicable law, or for any other document or instrument
fumnished to Mortgagor by Morigagee, Morlgngee may charge: (2) the maximum amount
permitied by law at the time of the request, (b) if no such maximum, then the greater of
Maortgagee's customary charges or the actual cost to Morigagee.

7.5  Notices. All notices, demands, approvals and other communications provided for in this
Mortgage shall be in writing ond shall be personelly delivered or mailed by United States first
class mail, certified or registered, return receipt requested, postage prepaid, to the approprinie
party ot the address sct forth in the first paragraph of this Mortgage. Addresses for notice may be
changed from time to dmc by written nolice to all other partics. All communications shatl be
deemed given (n) on the date of mailing if deposited in the United States Mait in the city where
the address of tho uddressee is situated, or otherwisc (b) on the second Business Day aficr
meailed. “Business Day” means any dsy other than a Saturday, Sunday, or a doy on which
Mortgagee is closed for business, Noareceipt of any communication os the result of a change of
address of which the sending purly was nol notified or as the resull of n refusal to accept delivery
shall be deemed receipt of such communication.

7.6 Headings, Article and section headings are included in this Mortgage for convenience of
reference only and shall not be used in construing this Morigege.

7.7  Scverability. Every provision of this Mortgage is intended to be sevemble. The
illegality, tnvalidity or unenforcenbility of any provision of this Mortgage shail not in any way
affect or impair the romaining provisions of this Mortgage, which provisions shall remain
binding and enforceable.
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7.8 Subrogation. To the extent that proceeds of the Nole(s) are used, either directly or
indirectly, to pay any ocutstanding licn, charge or prior encumbrance against the Property,
Morigagee shall be subrogated to any and all rights and licns held by any owner or holder of
such outstanding liens, charges and prior encumbrmnces, regardless of whether such lions,
charges or encumbrmnces are released.

7.9  NoMorger of Lease, Foreclosure of the lien crested by this Morlgage on the Property
shall not destroy or tenminate the Lease, any Assigned Lease or other lease or sublease then
existing and affecting all or any portion of the Property, unless the Mortgagee or any purchaser
at such foreclosure sale shall so elect. No act by or on behalf of Morigages or any such
purchaser shall {crminate any Assigned Lease or other lense or sublease unless a Mortgagee or
such purchaser shail give wrilten notice of termination to such tenant or subtenant. If both the
lessor's and Jessee's estate under nny lcase which constitutes a part of the Property shall become
vested in one owner, this Morigage and ils lien shall not be destroyed or terminated by
application of the doctrine of merger unlcss Mortgagec so clects, as evidenced by recording &
written declaration so stating. Until Mortgagee so elects, Mortgagee shall conlinue to have and
enjoy all of the rights, powers and privileges of Morlgagee under this Morlgage ns to the scparate
esiates,

7.10 Governing Low, This Mortgage shall be govemned by, and construed in accordance
with, the substantive laws of the State of Idsho except where the location of the Land may
require the application of the laws of another state or where federal laws, including the Farn
Credit Act of 1971, as amended, may be applicable.

711 Stziute of Limilations. Morigagor hereby waives, to the fullest extent permiticd by law,
the right to plead, use or asscrt any statute of limitations as a plea, defense or bar to any Sccured
Obligation, or to any complaint or other pleading or proceeding filed, instituted or maintained for
the purpose of cnforcing this Morigage or any rights under jt.

712 Injerpretatien. In this Morigage the singular shall include the plural and the masculinc
shall include the ferninine and the neuter and vice versa, if the context so requires; and the word
“person” shall include corporation, partnership or other form of mssociation, Any reference in
this Mortgoge to any document, instrument or agresment creating or evidencing an obligation
secured hereby shell include such document, instrument or agreement both as otiginally exccuted
and as it may from time 1o time be modified.

7.13 Purther Assurances. Mortgagor agrees to do or cause fo be done such further acts and
things and to excculc And deliver or to cause to be executed and delivered such additional
assignments, agreements, powers and instrunicnts es Morlgagee may reasonably require to: (8)
comrect any defect, crror or omission in this Morigage or the cxecution or acknowledpgment of
this Mortgage, (b) subject to the lien of this Mortgage any of Morigagor's properties covered or
intended to be covered by this Mortgage, {c) perfect, maintain and keep valid and effective such
lien, (d) carry into effect the purposes of this Mortgage, or {¢) betier essure and confirm to
Mortgagee their respective rights, powers and remedies under this Mertgage.
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714 Successors and Assipns. Subject to Section 4.8 sbove, this Mortgage applies to, inures
to the bencfit of and binds ell parties to this Mortgage, (ieir heirs, legatees, devisces,
administrators, cxecutors, successors and assipns.

7.15 Appraisal gnd Property Valuation Costs. Mortgagor acknowledges that Mortgagee
has a legitimate busincss need fo remain apprised of the current value of the Property, and
Morlgagee from time to time rficr recordation of this Morignge may order a valvation
(“Subsequent Valuation™) of the Property. Morigagor shall cooperaic in allewing Mortgagee or
its agents reasonable access to the Property for the purpose of performing any such Subscquent
Valuation, whether it is in the form of an appraisnl or any other method of valuing the Property.
Mortgegor shall pay prompily to Mortgagee, on demand, the costs of any such Subscquent
Valuation, whether performed by employees, agents, or independent contractors of Morigagee.

716 Waiver of Marshalling Rights. Mortgagor for itsclf and for all partics claiming through
or under Mortgagor, and for all parlics who may acquire a lien on or interest in the Property,
hereby waives all rights to have the Property and or any other property which is now or Iater may
be security for any Secured Obligation ("Other Property”) marshaled upon any foreclosure of
this Morigage or on a foreclosure of any other security for any of the Secured Obligations,
Mortgagee shall have the right to sell, and any court in which foreclosure procecdings may be
brought shall have the right to order 1 sale of the Property and any or all of the Other Property, as
a whole or in separate parcels, in any order Mortgagee may designale.

7.17 WAIVER OF JURY T . MORTGAGOR HEREBY IRREVOCABLY WAIVES
ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS LOAN
DOCUMENT OR ANY OTHER LOAN DOCUMENTS AND ANY FUTURE
MODIFICATIONS, AMENDMENTS, EXTENSIONS, RESTATEMENTS AND SERVICING
ACTIONS RELATING TO THIS LOAN DOCUMENT AND ANY OTHER LOAN
DOCUMENTS. THE PARTIES INTEND THAT THIS JURY WAIVER WILL BE
ENFORCED TO THE MAXIMUM EXTENT ALLOWED BY LAW.

7.18  This document to be executed in multiple originals and filed for record in Butic and
Custer Counties, Idaho,

IN WITNESS WHEREOY, Mortgagor has duly exccuted this Morigage as of the date first above
wrilten.

MORTGAGOR:

L/

1/
Richafd B. Negley }/ J/
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Wi,

Leith Askins Negley

PASS CREEK RANCH, LLC
7

By: #* :

CALSZ =
Marshall V. Daidson, Ir., Manager T
(acknowledpments)
STATE OF 7 X §
. §
COUNTYOF__vhExal §
ON this /& _ day of March, 2016, beforo me, _{Justy MAXg et u

Notary Public in and for sald State, personally appeared Richard B. Negley., known ot identified
to me to be person whosc name is subscribed to the foregoing instrurnent and ecknowledged to
me that he executed the same for the purposes and congideration thercin expressed,

IN WITNESS WHEREOF, 1 have hercunto set my hand and affixed my official scal the
doy and year in this certificate first above written. »

YL AR \,,.LLQ

"I‘JUSW LEE MMEWEiLL esiding at: A Loofl i e Y g
y Commission Expires - TR
July 20, 2017 y Comm. Exp.: ) V)
STATE OF .4 §
§
COUNTY OF 5 € AAN §
ON this f'jj day of March, 2016, before me, DYaaty AL TL A ,a

Notary Public in and for said Stale, personally appeared Léith Askins Negley., known or
identified to me to be person whose name is subscribed to the forcgoing instrument and
acknowledged to me thet he cxecuted the same for the purposes and consideration therein
cxpressed.
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N WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal the
day and year in this certificate first above written.

WITNESS MY HAND AND SEAL b oy ﬁﬁzﬁ-cl:/

OTARY PUBLICFOR __ 7 > .
iding at: /02 _Aled _Cuop_ 970 3¢ to

y Comnm. Exp.: 2 YY)

DUSTY LEE MAXWELL
My Commission Expires
July 20, 2017

STATE OF 71X §
§
COUNTY OF __ B¢ Anis §
ON this 1y day of March, 2016, before me, Dusty  AladaCit ,

Notary Public in and for said State, personally appeared Marshall V. Davidson, Jr., known or
identified to me to be the Manager of Pass Creok Ranch, LLC, or the person who executed the
instrunent on behalf of said limited liability company and acknowledged Lo me that such limited
linbility company exceuted the same.

IN WITNESS WHEREQF, 1 have hereuntlo set my hand and affixed my official seal the
day and year in this cerlificate first nbove written.

L a
WITNESS MY HAND AND SEAL Bm oA _-\\,U’)
NOTARY PUBLICFOR __ /A
Moo Al an oyl 57¢
y Comm. Exp.: WARI/E

ce !

DUSTY LEE MAXWELL

My Commission Expires
July 20, 2017
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LXIOBIT A
PROPERTY DESCRII'TION

LEGAL DESCRIPTION:

TRACT A:
That portion of Lot 4 of Section 24, and the NWvaNEY: and the S¥2NEYs of Section 23,
Township 7 North, Range 25 E.B.M., lying and being in Butte County, Idaho.

Township 7 North, Range 25 E.B.M., Butte Couaty, Idaho
Section 23: SYaNWVaNEVaNEYa, SWYsNEVaNEYs; SY2NY2SEYsNEVaNEVa, SYaSEVANEVaNEYs
Section 24: SVaNV2SVaNWaNW s, SYaSV2NW1aNWYa

TRACT B:

That pertion of the WY2NEVa, Section 23, Township 7 North, Range 25 E.B.M., W. of Pass
Creek In Custer County, Idaha.

Mortgage_Assignment of Rents_Security Agreement ond Fixture Filing.dot
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State of Idaho

DEPARTMENT OF WATER RESOURCES
900 N Skyline Dr., Ste A, Idaho Falls, Idaho 83402-1718

Phone: (208) 525-7161 FAX: (208) 525-7177 www.idwr.idaho.gov
C.L.“BUTCH"” OTTER
Governor
May 23, 2016 GARY SPACKMAN
Director
Capital Farm Credit FLCA
3000 Briarcrest Dr Ste 601
Bryan TX 77802

RE: Notice of Security Interest in a Water Right 34-7B, 34-8B, 34-9B & 34-4003

Dear Water Right Holder(s):

The department acknowledges receipt of correspondence adding a security interest to
the above referenced water right(s) to you. The department has modified its records to
reflect the security interest and has enclosed a computer-generated report for your
records.

Updating the security interest record for a water right does not reconfirm the validity of
the right. When processing an security interest notice, the department does not review
the history of water use to determine if the right has been deliberately abandoned or
forfeited through five years or more of non-use. To read more about water right
forfeiture, including how to protect a water right from forfeiture, please see Sections 42-
222 and 42-223, Idaho Code.

Please feel free to contact this office if you have any questions regarding this matter.

Sincerely,

Jonie Barg
Technical Records Specialist

Enclosure

cc:  Pass Creek Ranch LLC
Hawley Troxell Ennis & Hawley LLP



HAWLEY

ATTORNEYS AND COUNSELORS

TROXELL

CHRISTINE GREEN

PARALEGAL

EMAIL: CGREEN@HAWLEYTROXELL.COM
DIRECT DiAL: 208.388.4847

DIRECT Fax: 208.954.5221

April 26, 2016

VIA U.S. MAIL

Idaho Department of Water Resources
IDWR Eastern Region

900 N. Skyline Dr., Suite A

Idaho Falls, ID 83402-1718

Re:  Capital Farm Credit, FLCA

Notice of Security Interest in a Water Right
Water Rights 34-7B, 34-8B, 34-9B, 34-4003

Dear Sir or Madam;

Enclosed for filing please find:

Hawley Troxell Ennis & Hawley LLP
877 Main Street, Suite 1000

P.O. Box 1617

Boise, Idaho 83701-1617

208.344.6000
www.hawleytroxell.com

RECEIVED
APR 28 201

Department of Water Resources
Eastern Region

1. Original and one copy of Notice of Security Interest in a Water Right;

2. Copy of Mortgage recorded March 28, 2016 as Instrument No. 251660, records of

Custer County, Idaho; and

3. Check in the amount of $100.00 for your filing fee.

After filing, please conform the copy of the Notice of Security Interest in a Water Right
and return the conformed copy to me in the enclosed self-addressed and stamped envelope.

If you have any questions, please do not hesitate to contact me. Thank you.

Sincerely,

HAWLEY TROXELL ENNIS & HAWLEY LLP

(o e

Christine Green

Paralegal
Enclosures
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