Form 42-248(6) Sept. 2006

STATE OF IDAHO
DEPARTMENT OF WATER RESOURCES

Notice of Security Interest in a Water Right

And Request for Notification of a Change in Ownership or Any Proposed
Or Final Action to Amend, Transfer, or Otherwise Modify a Water Right

Please print or type. Attach pages with additional information. Instructions are on the back of this page.
‘TIncomplete forms will be returned.

1. Water Right No(s).: 37-20361

Adjudication Claim No(s).: ___ 237-20361

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

Equity Livestock Credit Corporation

E10890 Penny Lane
Baraboo, WI 53913

Attn:  Robin Macleish
4. Name of Water Right Owner/Claimant(s) Gregozmy James Sorenson and Esmeralda J.
sorenson

, . . November 1, 2012
5. Expiration Date of Notification Period
6. IsthisaRenewal of Request for Notification? D vEs B'No ‘
Ay ) 7
7. Signature(s) (and title if applicable) %—D WM V? W

NOTE: A Notice of Change in Ownership (to the above-listed Uwners)
was filed with your office on June 9, 2006.

For Office Usq Only

Recei ' Date F

Mi;%fé L [N Date E E &i(ﬁ Reeeipt! No. 3C G337
4 Al Date WR Date

Processed by




GIFT DEED

IN CONSIDERATION of love and affection, T. BLAIR SORENSEN and VICKIE
SORENSEN, husband and wife, do hereby give, convey, release, remise and grant unto
GREGORY J. SORENSEN and ESMERALDA J. SORENSEN, husband and wife,/t*h’;e real
property located in Lincoln County, State of idaho, more particularly described as follows:

Lot 2 and the Southwest Quarter of the Northeast Quarter
(SWYINEY4), Section 2, Township 4 South, Range 19 East, Baise Meridian,
containing 80.05 acres more or less.

Together with appurtenances and 80 05 shares of Bng Wo d.Canal
Company water stockt 77 —£¢ 2 &/ j @ 5 _
2006

*% Grantee's address is: “ ~ -/r‘ 2? 271'4&17

I
L
1235 E 1220 N. Richfield, 1d 83349 . T

DATED: This / S day of

Vickie Sorensen 1

STATE OF IDAHO )
J
County of angwlf

On this th’ day of JV\'N , 2006, before me the undersigned, a notary
public in and for said State, personally appeared T. Blair Sorensen and Vickie Sorensen,
known to me to be the persons whose names are subscribed to the within instrument, and
acknowledged to me that they executed the same.

IN WITNESS WHEREOQF, | have set my hand and affixed my official seal the day

and year written.
Ay
o \.‘F‘| %}Notga_y_fﬁ_/bhwﬂ’daho
R!%il?v r!;i"j[:!.ru iResi ing at To—
SATE DF iDARGC  xCommission expires __ 73409

J o sas se it AN b gt

4 STATE OF IDAHO
COUNTY OF LINCOLN
Recorded at the
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EXHIBIT A
(Description of Property)

Exhibit A to MORTGAGE, SECURITY AGREEMENT AND FIXTURES FILING
executed by GREGORY JAMES SORENSEN AND ESMERALDA J. SORENSEN, as

Mortgagor, to EQUITY LIVESTOCK CREDIT CORPORATION, as Mortgagee, dated as of
May 16, 2006.

Description of Property

TOWNSHIP 4 SOUTH, RANGE 19, EAST OF THE BOISE MERIDIAN,
LINCOLN COUNTY, IDAHO,
SECTION 2: SW1/4NE1/4,LOT 2

consisting of 80 acres
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oo 181858
PRI LU L Sorens

OCT 1 7 2006

IN CQNSIDERATION of love and affection, T. BLAIR SORENSEN and VICKIE .
SORENSENi. a/k/a VICKIE SORENSEN, husband and wife, do hereby give, convey,
release, rerTIse and grant unto GREGORY J. SORENSEN and ESMERALDA J.
SORENSEN, husband and wife, the real property located in Lincoln County, State of
\daho, more parﬂculaﬂy described as follows:

‘Lot 2 and the Southwest Quarter of the Northeast Quarter
(SWYNEN), Section 2, Township 4 South, Range 19 East, Boise Meridian,
contalping 80.05 acres more or less.

>Together with appurtenances and 80.05 shares of Big Wood Canal
Company water stock and water permit IDWR 37-20361,

This Deed is made o comrect that certain Gift Deed dated May 15, 2006, and

recorded MaYv 16, 2008, under Instrument Number 180904, Records of Lincoin County,
idaho. |

DATED: This 3™ day of August, 2006

' T. Blair Sor

p Y Gt

Vickie Sorensen

i
!
|
i

STATE OF IDAHO )
)ss..
County of Gqoding )

On thlf 3" day of August, 2008, before me the undersigned, a notary public in and
for said Statﬁ, personally appeared T. Blair Sorensen and Vickle Sorensen, known to me
to be the Rersons whose names are subscribed to the within instrument, and
acknowledqu to me that they executed the same.

IN WI‘INESS WHEREOF, | have set my hand and affixgd my official seal the day

and year written.

o Belln it 1, et it nd

SEVSEKRVFPTJSB?% JA. otary Publié¢of idaho

Residing at Gooding
STATE OF DAHO Commission expires 3/13/2010

f\‘x‘:““““"' s, bofon e, 1“‘."\,&-{: ‘1 MSW

J
BR ),

“, ..on-. 1 4’"
5’.5’. GTARY * w"-’-’&? anm-d
iz . .
\ S T 22{23]
Ppoeresens? Q",@“ pfe
’4 TE’ Oi '\“.s" g

oL T T
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STATE OF IDAHO
OOUNTV or-' unooul

Recording Requested By, s
And After Recording, Return To: MAY 16 2006—'
Equity Livestock Credit Corporation

E10890 Penny Lane, Baraboo, W1 53913

at
Attn: Charles Adami "

This instrument is intended to be a morigage and a fixtures, timber, and as-extracted
collateral filing and is to be indexed as such in the real property records.

MORTGAGE, SECURITY AGREEMENT
AND FIXTURES FILING

THIS MORTGAGE, SECURITY AGREEMENT AND FIXTURES FILING (this
“Mortgage”) is executed as of May 16, 2006, by GREGORY JAMES SORENSEN AND
ESMERALDA J. SORENSEN, husband and wife (together, the “Mortgagor™), whose address is
1235 E 1220 N Richfield, ID 83349, to EQUITY LIVESTOCK CREDIT CORPORATION, a
Wisconsin corporation (together with its successors and assigns, the “Mortgagee™), whose
address is set forth above.

ARTICLE I. MORTGAGE

1.01 Grant. For the purposes and upon the terms and conditions in this Mortgage,
Mortgagor irrevocably mortgages, grants, conveys and assigns to Mortgagee, with the right of
entry and possession, Mortgagor’s interest in: (a) all real property located in Lincoln County,
Idaho, and described on Exhibit A attached hereto; (b) all easements, rights-of-way and rights
used in connection with or as a means of access to any portion of said real property; (c) all
tenements, hereditaments and appurtenances thereof and thereto; (d) all right, title and interest of
Mortgagor, now owned or hereafter acquired, in and to any land lying within the right-of-way of
any street, open or proposed, adjoining said real property, and any and all sidewalks, alleys and
strips and gores of land adjacent to or used in connection with said real property; (e) all
buildings, improvements, structures, and fixtures, all dairy and livestock equipment and
machmcry, irrigation pumps, pivots, and equipment, and other fixed equipment and apparatus
used in connection with the dairy business located on the real property, now or hereafter erected
or located on said real property; (£) all development rights, governmental or quasi-governmental
licenses, permits or approvals, zoning rights and other similar rights or interests which relate to
the development, use or operation of, or that benefit or are appurtenant to, said real property; (g)
all timber, as-extracted collateral (including mineral rights and , oil and gas rights), air rights,
water or water rights, including without limitation, all wells, canals, ditches and reservoirs of any
nature and all rights thereto, appurtenant to or associated with said real property, whether
decreed or undecreed, tributary or non-tributary, surface or underground, appropriated or
unappropriated, and all shares of stock in the Big Wood Canal Company and any other water,
canal, ditch or reservoir company, and water right 37-20361, and all well permits, water service
contracts, drainage rights and other evidences of any such rights; (h) all interest or estate which
Mortgagor now has or may hereafter acquire in said real property and all additions and
accretions thereto, and all awards or payments made for the taking of all or any portion of said
real property by eminent domain or any proceeding or purchase in lieu thereof, or any damage to
any portion of said real property; and (i) all leases, licenses, rental agreements and other
agreements of any kind relating to the use or occupancy of any of the Subject Property, whether
existing as of the date hereof or at any time hereafter entered into, together with all guarantees of
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and security for any tenant’s or lessee’s performance thereunder, and all amendments,
extensions, renewals and modifications thereto (“Leases™), together with any and all rents, issues
and profits of the Subject Property (“Rents™) (collectively, the “Subject Property”). The listing
of specific rights or property shall not be interpreted as a limitation of general terms.

ARTICLEII. OBLIGATIONS SECURED

2.01 Obligations Secured. Mortgagor makes this grant and assignment for the purpose of

securing the following obligations (each, a “Secured Obligation™ and collectively, the “Secured
Obligations™):

(a) payment and performance of the obligations of Mortgagor, as borrower, arising
under that certain Real Property Conveyance and Loan Restructure Agreement of even date
herewith, between Mortgagee, as lender, and Mortgagor, as borrower (the “Loan Agreement™),
that certain Agricultural Universal Note dated May 9, 2005, as amended by the Loan Agreement,
in the remaining principal amount of $247,804.80 (the “Note™), and that certain Agricultural
Loan Account Agreement of even date herewith executed by and between Mortgagor and
Mortgagee (the “Revolving Line Account”) and all other documents, instruments and agreements
executed or entered into in connection with the Loan Agreement, Note and Revolving Line
Account (the “Loan Documents™). The maturity of the Line of Note is five (5) years from
November 1, 2007 or that date which is five (5) years from the Trigger Date as defined in the
Loan Agreement and the maturity date of the Revolving Loan Account is June 1, 2007, and

(b) payment and performance of all obligations of Mortgagor under this Mortgage,
together with all advances, payments or other expenditures made by Mortgagee as or for the
payment or performance of any such obligations of Mortgagor; and !

(c) payment and performance of all existing and future indebtedness and other
obligations that the then record owner of the Subject Property may agree to pay and/or perform
(whether as principal, surety or guarantor) for the benefit of Mortgagee, when any such advance

or other obligation is evidenced by a writing which recites that it 1s secured by this Mortgage;
and

(d) all modifications, extensions and renewals of any of the Secured Obligations
(including without limitation, (i) modifications, extensions or renewals at a different rate of
interest, or (ii) deferrals or accelerations of the required principal payment dates or interest
payment dates or both, in whole or in part), however evidenced, whether or not any such
modification, extension or renewal is evidenced by a new or additional promissory note or notes.

2.02 Obligations. The term “obligations” is used herein in its most comprehensive sense
and includes any and all advances, debts, obligations and liabilities heretofore, now or hereafter
made, incurred or created, whether voluntary or involuntary and however arising, whether due or
not due, absolute or contingent, liquidated or unliquidated, determined or undetermined, joint or
several, including without limitation, all principal, interest, charges, including prepayment
charges and late charges, and loan fees at any time accruing or assessed on any Secured
Obligation.

2.03 Incorporation. All terms of the Secured Obligations are incorporated herein by this
reference. All persons who may have or acquire an interest in the Subject Property are hereby
deemed to have notice of the terms of the Secured Obligations and to have notice, if provided
therein, that: (a) borrowing, repayment and reborrowing may be permitted in connection with
one or more of the Secured Obligations; and (b) the rate of interest on one or more of the
Secured Obligations may vary from time to time,
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ARTICLE ITI. SECURITY AGREEMENT

.. 3.01 Security Agreement . Mortgagor hereby assigns and grants
a security interest in and to all Leases, Rents and other items of the Subject Property that are

personal property and in which security interests may be granted under the Idaho Uniform
Commercial Code to Mortgage to further secure the Secured Obligations. Mortgagor agree to
execute for filing or recording or otherwisc such financing statements, instruments, and
agreements as Lender requires to perfect, continue and maintain perfection of the liens, security
interests and assignments in favor of Lender given to secure the Secured Obligations and hereby

authorizes Mortgagee to prepare and file or record the same to the extent allowed by applicable
law.

ARTICLEIV. RIGHT DUTIES OF THE PARTIES
4,01 Title. Mortgagor warrants that Mortgagor lawfully possesses and holds fee simple

title to the Subject Property without limitation on the right to encumber as provided herein and
that this Mortgage is a valid lien on the Subject Property and all of Mortgagor’s interest therein.

4.02 Taxes and Assessments. Subject to the right, if any, of Mortgagor to contest
payment of the following pursuant to any other agreement between Mortgagor and Mortgagee,
Mortgagor shall pay, prior to delinquency, all taxes, assessments, levies and charges imposed:
(a) by any public or quasi-public authority or utility company which are or which may become a
lien upon or cause a loss in value of the Subject Property or any interest therein; or (b) by any
public authority upon Mortgagee by reason of its interest in any Secured Obligation or in the
Subject Property, or by reason of any payment made to Mortgagee pursuant to any Secured
Obligation; provided, however, that Mortgagor shall have no obligation to pay any income taxes
of Mortgagee. Promptly upon request by Mortgagee, Mortgagor shall furnish to Mortgagee
satisfactory evidence of the payment of all of the foregoing. Mortgagee is hereby authorized to
request and receive from the responsible governmental and non-governmental personnel written
statements with respect to the accrual and payment of any of the foregoing.

4,03 Performance of Secured Obligations. Mortgagor shall promptly pay and perform
each Secured Obligation when due.

4,04 Liens, Encumbrances and Charges. Mortgagor shall immediately discharge any lien
on the Subject Property not approved by Mortgagee in writing. Except as otherwise provided in
any Secured Obligation or other agreement with Mortgagee, Mortgagor shall pay when due all
obligations secured by or reducible to liens and encumbrances which shall now or hereafter

encumber the Subject Property, whether senior or subordinate hereto, including without
limitation, any mechanics’ liens.

4.05 Insurance. Mortgagor shall insure the Subject Property against loss or damage by
fire and such other risks as Mortgagee shall from time to time require. Mortgagor shall carry
public liability insurance, flood insurance as required by applicable law and such other insurance
as Mortgagee may reasonably require, including without limitation, business interruption
insurance or loss of rental value insurance. Mortgagor shall maintain all required insurance at
Mortgagor’s expense, under policies issued by companies and in form and substance satisfactory
to Mortgagee. Mortgagee, by reason of accepting, rejecting, approving or obtaining insurance,
shall not incur any liability for: (a) the existence, nonexistence, form or legal sufficiency thereof;
(b) the solvency of any insurer; or (c) the payment of losses. All policies and certificates of
insurance shall name Mortgagee as loss payee, and shall provide that the insurance cannot be
terminated as to Mortgagee except upon a minimum of ten (10) days’ prior written notice to
Mortgagee. Immediately upon any request by Mortgagee, Mortgagor shall deliver to Mortgagee

the original of all such policies or certificates, with receipts evidencing annual prepayment of the
premiums.
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4.06 Tax and Insurance Impounds. At Mortgagee’s option and upon its demand, |
Mortgagor shall, until all Secured Obligations have been paid in full, pay to Mortgagee monthly,
annually or as otherwise directed by Mortgagee an amount estimated by Mortgagee to be equal
to: (a) all taxes, assessments, levies and charges imposed by any public or quasi-public authority
or utility company which are or may become a lien upon the Subject Property and will become
due for the tax year during which such payment is so directed; and (b) premiums for fire, other
hazard and mortgage insurance next due. If Mortgagee determines that amounts paid by
Mortgagor are insufficient for the payment in full of such taxes, assessments, levies and/or
insurance premiums, Mortgagee shall notify Mortgagor of the increased amount required for the
payment thereof when due, and Mortgagor shall pay to Mortgagee such additional amount within
thirty (30) days after notice from Mortgagee. All amounts so paid shall not bear interest, except
to the extent and in the amount required by law. So long as there is no Default, Mortgagee shall
apply said amounts to the payment of, or at Mortgagee's sole option release said funds to
Mortgagor for application to and payment of, such taxes, assessments, levies, charges and
insurance premiums, If a Default exists, Mortgagee at its sole option may apply all or any part of
i said amounts to any Secured Obligation and/or to cure such Default, in which event Mortgagor

shall be required to restore all amounts so applied, as well as to cure any Default not cured by

such application. Mortgagor hereby grants and transfers to Mortgagee a security interest in all
amounts so paid and held in Mortgagee’s possession, and all proceeds thereof, to secure the
R:yment and performance of each Secured Obligation. Upon assignment of this Mortgage,

ortgagee shall have the right to assign all amounts collected and in its possession to its
assignee, whereupon Mortgagee shall be released from all liability with respect thereto. The
existence of said impounds shall not limit-Mortgagee's rights under any other provision of this
Mortgage or any other agreement, statute or rule of law. Within ninety-five (95) days following
full repayment of all Secured Obligations (other than as a consequence of a foreclosure or
conveyance in lieu of foreclosure of the liens and security interests securing any Secured
Obligation), or at such earlier time as Mortgagee in its discretion may elect, the balance of all

amounts collected and in Mortgagee’s possession shall be paid to Mortgagor, and no other party
shall have any right of claim thereto.

4.07 Damages; Insurance and Condemnation Proceeds.

(a) (i) All awards of damages and all other compensation payable directly or indirectly
by reason of a condemnation or proposed condemnation (or transfer in lieu thereof) for public or
private use affecting the Subject Property; (ii) all other claims and awards for damages to or
decrease in value of the Subject Property; (iii) all proceeds of any insurance policies payable by
reason of loss sustained to the Subject Property; and (iv) all interest which may accrue on any of
the foregoing, are all absolutely and irrevocably assigned to and shall be paid to Mortgagee. At
the absolute discretion of Mortgagee, whether or not its security is or may be impaired, but
subject to applicable law if any, and without regard to any requirement contained in any other
provision hereof, Mortgagee may apply all or any of the proceeds it receives to its expenses in
settling, prosecuting or defending any such claim and apply the balance to the Secured
Obligations in any order, and release all or any part of the proceeds to Mortgagor upon any
conditions Mortgagee may impose. Mortgagee may commence, appear in, defend or prosecute
any assigned claim or action, and may adjust, compromise, settle and collect all claims and
awards assigned to Mortgagee; provided, however, that in no event shall Mortgagee be
responsible for any failure to collect any claim or award, regardless of the cause of the failure.

(b) At its sole option, Mortgagee may permit insurance or condemnation proceeds held
by Mortgagee to be used for repair or restoration but may impose any conditions on such use as
Mortgagee deems necessary.

4.08 Maintenance and Preservation of Subject Property. Subject to the provisions of any
Secured Obligation, Mortgagor covenants:
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(a) to keep the Subject Property in good condition and repair;

_(b) except with Mortgagee’s prior written consent, not to remove or demolish the
Subject Property, or alter, restore or add to the Subject Property, or initiate or acquiesce in any
change in any zoning or other land classification which affects the Subject Property;

(c) _torestore promptly and in good workmanlike manner any portion of the Subject
Property which may be damaged or destroyed, unless Mortgagee requires that all of the
insurance proceeds be used to reduce the Secured Obligations as provided in Section 4.07 hereof;

(d) to comply with and not to suffer violation of any or all of the following which
govern acts or conditions on, or otherwise affect the Subject Property: (i) laws, ordinances,
regulations, standards and judicial and administrative rules and orders; (ii) covenants, conditions,
restrictions and equitable servitudes, whether public or private; and (iii) requirements of
insurance companies and any bureau or agency which establishes standards of insurability;

(e) not to commit or permit waste of the Subject Property; and

() to do all other acts which from the character or use of the Subject Property may be
reasonably necessary to maintain and preserve its value,

4.09 Hazardous Substances: Environmental Provisions. Mortgegor represents and
warrants 1o Mortgagee as follows:

(a) Except as disclosed to Mortgagee in writing prior to the date hereof, the Subject
Property is not and has not been a site for the use, generation, manufacture, storage, treatment,
disposal, release or threatened release, transportation or presence of any substances which are
“hazardous substances,” “hazardous wastes,” “hazardous materials” or “toxic substances” under
the Hazardous Materials Laws, as defined below, and/or other applicable environmental laws,
ordinances and regulations (collectively, “Hazardous Materials™).

(b) The Subject Property is in compliance with all laws, ordinances and regulations
relating to Hazardous Materials (collectively, the *“Hazardous Materials Laws™), including
without limitation, the Clean Air Act, the Federal Water Pollution Control Act, the Federal
Resource Conservation and Recovery Act of 1976, the Comprehensive Environmental Response,
Compensation and Liability Act of 1980, the Superfund Amendments and Reauthorization Act
of 1986, the Federal Toxic Substances Control Act and the Occupational Safety and Health Act,
as any of the same may be amended, modified or supplemented from time to time, and any other
applicable federal, state or local environmental laws, and any rules or regulations adopted
pursuant to any of the foregoing.

(c) There are no claims or actions pending or threatened against Mortgagor or the
Subject Property by any governmental entity or agency, or any other person or entity, relating to
any Hazardous Materials or pursuant to any Hazardous Materials Laws.

(d) Mortgagor hereby agrees to defend, indemmnify and hold harmless Mortgagee, its
directors, officers, employees, agents, successors and assigns, from and against any and all
losses, damages, liabilities, claims, actions, judgments, court costs and legal or other expenses
(including without limitation, attorneys’ fees and expenses) which Mortgagee may incur as a
direct or indirect consequence of the use, generation, manufacture, storage, treatment, disposal,
release or threatened release, transportation or presence of Hazardous Materials in, on, under or
about the Subject Property. Mortgagor shall pay to Mortgagee immediately upon demand any
amounts owing under this indemnity, together with interest from the date of demand until paid in
full at the highest rate of interest applicable to any Secured Obligation. MORTGAGOR'S
DUTY AND OBLIGATION TO DEFEND, INDEMNIFY AND HOLD HARMLESS
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MORTGAGEE SHALL SURVIVE THE CANCELLATION OF THE SECURED
OBLIGATIONS AND THE RELEASE OR PARTIAL RELEASE OF THIS MORTGAGE.

(e) Mortgagor shall immediately advise Mortgagee in writing upon Mortgagor's
discovery of any occurrence or condition on the Subject Property, or on any real property
adjoining or in the vicinity of the Subject Property, that does or could cause all or any part of the
Subject Property to be contaminated with any Hazardous Materials or otherwise be in violation
of any Hazardous Materials Laws, or cause the Subject Property to be subject to any restrictions
on the ownership, occupancy, transferability or use thereof under any Hazardous Materials Laws.

4.10 Protection of Security. Mortgagor shall, at Mortgagor’s sole expense: (a) protect,
preserve and defend the Subject Property and Mortgagor’s title and right to possession of the
Subject Property against all adverse claims; (b) if Mortgagor’s interest in the Subject Property is
a leasehold interest or estate, pay and perform in a timely manner all obligations to be paid
and/or performed by the lessee or tenant under the lease or other agreement creating such
leasehold interest or estate; and (c) protect, preserve and defend the security of this Mortgage and
the rights and powers of Mortgagee under this Mortgage against all adverse claims. Mortgagor
shall give Mortgagee prompt notice in writing of the assertion of any claim, the filing of any
action or proceeding, or the occurrence of any damage, condemnation offer or other action
relating to or affecting the Subject Property and, if Mortgagor’s interest in the Subject Property is
a leasehold interest or estate, of any notice of default or demand for performance under the lease
or other agreement pursuant to which such leasehold interest or estate was created or exists.

4,11 Powers and Duties of Mortgagee. Mortgagee may, upon written request, without
obligation to do so or liability therefor and without notice: (a) release all or any part of the
Subject Property from the lien of this Mortgage; (b) consent to the making of any map or plat of
the Subject Property; and (¢) join in any grant of easement or declaration of covenants and
restrictions with respect to the Subject Property, or any extension agreement or any agreement
subordinating the lien or charge of this Mortgage. Mortgagee may from time to time apply to
any court of competent jurisdiction for aid and direction in the exercise or enforcement of its
rights and remedies available under this Mortgage, and may obtain orders or decrees directing,
confirming or approving acts in the exercise or enforcement of said rights and remedies.
Mortgagee has no obligation to notify any party of any pending sale or any action or proceeding
(including, but not limited to, actions in which Mortgagor or Mortgagee shall be a party) unless
held or commenced and maintained by Mortgagee under this Mortgage.

4,12 Compensation; Exculpation;

(a) Mortgagor shall pay Mortgagee reasonable compensation for services rendered
concerning this Mortgage, including without limitation, the providing of any statement of
amounts owing under any Secured Obligation. Mortgagee shall not directly or indirectly be
liable to Mortgagor or any other person as a consequence of: (i) the exercise of any rights,
remedies or powers granted to Mortgagee in this Mortgage; (ii) the failure or refusal of
Mortgagee to perform or discharge any obligation or liability of Mortgagor under this Mortgage
or any Lease or other agreement related to the Subject Property; or (iii) any loss sustained by
Mortgagor or any third party as a result of Mortgagee’s failure to lease the Subject Property after
any Default or from any other act or omission of Mortgagee in managing the Subject Property
after any Default unless such loss is caused by the willful misconduct or gross negligence of
Mortgagee; and no such liability shall be asserted or enforced against Mortgagee, and all such
liability is hereby expressly waived and released by Mortgagor.

(b) Mortgagor shall indemnify Mortgagee against, and hold Mortgagee harmless from,
any and all losses, damages, liabilities, claims, causes of action, judgments, court costs,
attorneys’ fees and other legal expenses, costs of evidence of title, costs of evidence of value,
and other expenses which Mortgagee may suffer or incur: (i) by reason of this Mortgage; (ii) by
reason of the performance of any act required or permitted hereunder or by law; (iii) as a result
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of any failure of Mortgagor to perform Mortgagor’s obligations; or (iv) by reason of any alleged
obligation or undertaking of Mortgagee to perform or discharge any of the representations,
warranties, conditions, covenants or other obligations contained in any other document related to
the Subject Property, including without limitation, the payment of any taxes, assessments, rents
or other lease obligations, liens, encumbrances or other obligations of Mortgagor under this
Mortgage. Mortgagor’s duty to indemnify Mortgagee shall survive the payment, discharge or

cancellation of the Secured Obligations and the release or satisfaction, in whole or in part, of this
Mortgage.

(c) Mortgagor shall pay all indebtedness arising under this Section 4.12 immediately
upon demand by Mortgagee, together with interest thereon from the date of demand until paid in
full at the highest rate per annum payable under any Secured Obligation. Mortgagee may, at its
option, add any such indebtedness to any Secured Obligation.

4.13 Due on Sale or Encumbrance. Except as permitted by the provisions of any Secured
Obligation or applicable law, if the Subject Property or any interest therein shall be sold,
transferred, mortgaged, assigned, encumbered or leased, whether voluntarily, involuntarily or by
operation of law (each of which actions and events is called a “Transfer”), without Mortgagee’s
prior written consent, THEN Mortgagee may, at its sole option, declare all Secured Obligations
immediately due and payable in full. Mortgagor shall notify Mortgagee in writing of each
Transfer within ten (10) business days of the date thereof.

4.14 Releases, Extensions, Modifications and itional Security. Without notice to or
the consent, approval or agreement of any persons or entities having any interest at any time in
the Subject Property or in any manner obligated under any Secured Obligation (each, an
“Interested Party’), Mortgagee may, from time to time, release any Interested Party from liability
for the payment of any Secured Obligation, take any action or make any agreement extending the
maturity or otherwise altering the terms or increasing the amount of any Secured Obligation,
accept additional security, and enforce, waive, subordinate or release all or a portion of the
Subject Property or any other security for any Secured Obligation. None of the foregoing actions
shall release or reduce the personal liability of any Interested Party, or release or impair the
priority of the lien of this Mortgage upon the Subject Property.

4.15 Release of Mortgage. Upon satisfaction in full of the Secured Obligations,
Mortgagee, without warranty, shall deliver for recording in the appropriate real property records
a satisfaction or release of Mortgage for the Subject Property, or that portion thereof then
covered hereby, from the lien of this Mortgage.

4.16 Subrogation. Mortgagee shall be subrogated to the lien of all encumnbrances,
whether or not released of record, paid in whole or in part by Mortgagee pursuant to this
Mortgage or by the proceeds of any Secured Obligation.

ARTICLE V. DEFAULT PROVISIONS

5.01 Default. The occurrence of any of the following shall constitute a “Default” under
this Mortgage: (a) Mortgagor shall fail to observe or perform any obligation or agreement
contained herein; (b) any representation or warranty of Mortgagor herein shall prove to be
incorrect, false or misleading in any material respect when made; (c) any default in the payment
or performance of any obligation, or any defined event of default, under any provisions of the
Note, Loan Agreement, the Revolving Line Account or any other contract, instrument or
document executed in connection with, or with respect to, any Secured Obligation; or (d) any
default in the payment or performance of any obligation, or any defined event of default, under
any provision of any other agreement, instrument or document executed by Mortgagor in favor

of or together with Mortgagee, including, but not limited to the other credit facilities which
Mortgagor has extended to Mortgagee.
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5.02 Rights and Remedies. Upon the occurrence of any Default, and at any time
thereafter, Mortgagee shall have all the following rights and remedies:

(a)  With or without notice, to declare all Secured Obligations immediately due and
payable in full,

(b) With or without notice, without releasing Mortgagor from any Secured Obligation .
and without becoming a mortgagee in possession, to cure any Default of Mortgagor and, in
connection therewith: (i) to enter upon the Subject Property and to do such acts and things as
Mortgagee deems necessary or desirable to protect the security of this Mortgage, including
without limitation, to appear in and defend any action or proceeding purporting to affect the
security of this Mortgage or the rights or powers of Mortgagee hereunder; (ii) to pay, purchase,
contest or compromise any encumbrance, charge, lien or claim of lien which, in the judgment of
Mortgagee, is senior in priority to this Mortgage, the judgment of Mortgagee being conclusive as
between the parties hereto; (ii1) to obtain, and to pay any premiums or charges with respect to,
any insurance required to be carried hereunder; and (iv) to employ counsel, accountants,
contractors and other appropriate persons to assist Mortgagee.

(¢) To commence and maintain an action or actions in any court of competent
jurisdiction to foreclose this Mortgage or to obtain specific enforcement of the covenants of
Mortgagor under this Mortgage, and Mortgagor agrees that such covenants shall be specifically
enforceable by injunction or any other appropriate equitable remedy. For the purposes of any

suit brought under this subsection, Mortgagor waives the defenses of laches and any applicable
statute of limitations.

(d) To apply to a court of competent jurisdiction for and obtain appointment of a
receiver of the Subject Property as a matter of strict right and without regard to: (i) the adequacy
of the security for the repayment of the Secured Obligations; (ii) the existence of a declaration
that the Secured Obligations are immediately due and payable; or (iii) the filing of a notice of
default; and Mortgagor consents to such appointment.

(e) To take and possess all documents, books, records, papers and accounts of
Mortgagor or the then owner of the Subject Property, to make or modify Leases of, and other
agreements with respect to, the Subject Property upon such terms and conditions as Mortgagee
deems proper; and to make repairs, alterations and improvements to the Subject Property deemed
necessary, in Mortgagee’s judgment, to protect or enhance the security hereof.

(f)  Subject to the Idaho one-action rule, to resort to and realize upon the security
hereunder and any other security now or later held by Mortgagee concurrently or successively
and in one or several consolidated or independent judicial actions or lawfully taken non-judicial
proceedings, or both, and to apply the proceeds received in accordance with Section 5.03 hereof,
all in such order and manner as Mortgagee shall determine in its sole discretion.

{g) Upon sale of the Subject Property at any judicial foreclosure, Mortgagee may credit
bid (as determined by Mortgagee in its sole discretion) all or any portion of the Secured
Obligations. In determining such credit bid, Mortgagee may, but is not obligated to, take into
account all or any of the following: (i) appraisals of the Subject Property as such appraisals may
be discounted or adjusted by Mortgagee in its sole underwriting discretion; (i1) expenses and
costs incurred by Mortgagee with respect to the Subject Property prior to foreclosure; (iii)
expenses and costs which Mortgagee anticipates will be incurred with respect to the Subject
Property after foreclosure, but prior to resale, including without limitation, costs of structural
reports and other due diligence, costs to carry the Subject Property prior to resale, costs of resale
(e.g., commissions, attorneys’ fees, and taxes), Hazardous Materials clean-up and monitoring,
deferred maintenance, repair, refurbishment and retrofit, and costs of defending or settling
litigation affecting the Subject Property; (iv) declining trends in real property values generally

\\glinstl\inst\Lincoln\180\0000180907.TIF




and with respect to properties similar to the Subject Property; (v) anticipated discounts upon
resale of the Subject Property as a distressed or foreclosed property; (vi) the existence of
additional collateral, if any, for the Secured Obligations; and (vii) such other factors or matters
that Mortgagee deems appropriate. Mortgagor acknowledges and agrees that: (A) Mortgagee is
not required to use any or all of the foregoing factors to determine the amount of its credit bid;
(B) this Section does not impose upon Mortgagee any additional obligations that are not imposed
by law at the time the credit bid is made; (C) the amount of Mortgagee’s credit bid need not have
any relation to any loan-to-value ratios specified in any agreement between Mortgagor and
Mortgagee or previously discussed by Mortgagor and Mortgagee; and (D) Mortgagee’s credit bid
rf?ay be, at Mortgagee’s sole discretion, higher or lower than any appraised value of the Subject
TOperty.

5.03 Application of Foreclosure Sale Proceeds. After deducting all costs, fees and
expenses of sale, including costs of evidence of title and attorneys’ fees in connection with a
sale, all proceeds of any foreclosure sale shall be applied first, to payment of all Secured
Obligations (including without limitation, all sums expended by Mortgagee under the terms
hereof and not then repaid, with accrued interest at the highest rate per annum payable under any
Secured Obligation), in such order and amounts as Mortgagee in its sole discretion shall
determine; and the remainder, if any, to the person or persons legally entitled thereto.

5.04 Application of Other Sums. All Rents or other sums received by Mortgagee or any
agent or receiver hereunder, less all costs and expenses incurred by Mortgagee or such agent or
receiver, including reasonable attorneys’ fees, shall be applied to payment of the Secured
Obligations in such order as Mortgagee shall determine in its sole discretion; provided, however,
that Mortgagee shall have no liability for funds not actually received by Mortgagee.

5.05 No Cure or Waiver. Neither Mortgagee's or any receiver’s entry upon and taking
possession of the Subject Property, nor any collection of Rents, insurance proceeds,
condemnation proceeds or damages, other security or proceeds of other security, or other sums,
nor the application of any collected sum to any Secured Obligation, nor the exercise of any other
right or remedy by Mortgagee or any receiver shall impair the status of the security of this
Mortgage, or cure or waive any breach, Default or notice of defauit under this Mortgage, or
nullify the effect of any notice of default or sale (unless all Secured Obligations and any other
sums then due hereunder have been paid in full and Mortgagor has cured all other Defaults), or
prejudice Mortgagee in the exercise of any right or remedy, or be construed as an affirmation by

Mortgagee of any tenancy, lease or option of the Subject Property or a subordination of the lien
of this Mortgage.

5.06 Costs, Expenses and Attorneys’ Fees. Mortgagor agrees to pay to Mortgagee
immediately upon demand the full amount of all payments, advances, charges, costs and
expenses, including court costs and reasonable attorneys' fees (to include outside counsel fees
and all allocated costs of Mortgagee’s in-house counsel), expended or incurred by Mortgagee
pursuant to this Article V, whether incurred at the trial or appellate level, and including any of
the foregoing incurred in connection with any bankruptcy proceeding (including without
limitation, any adversary proceeding, contested matter or motion brought by Mortgagee or any
other person) relating to Mortgagor or in any way affecting any of the Subject Property or
Mortgagee’s ability to exercise any of its rights or remedies with respect thereto. All of the
foregoing shall be paid by Mortgagor with interest from the date of demand until paid in full at
the highest rate per annum payable under any Secured Obligation.

5.07 Power to File Notices and Cure ults. Mortgagor hereby irrevocably appoints
Mortgagee and its successors and assigns as Mortgagor’s true attorney-in-fact to perform any of
the following powers, which agency is coupled with an interest: (a) to execute and/or record any
notices of completion, cessation of labor, or any other notices that Mortgagee deems appropriate
to protect Mortgagee’s interest; and (b) upon the occurrence of any event, act or omission which
with the giving of notice or the passage of time, or both, would constitute a Default, to perform
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any obligation of Mortgagor hereunder; provided, however, that Mortgagee, as such attorney-in-
fact, shall only be accountable for such funds as are actually received by Mortgagee, and

Mortgagee shall not be liable to Mortgagor or any other person or entity for any failure to act
under this Section.

5.08 Remedies Cumulative: No Waiver. All rights, powers and remedies of Mortgagee
hereunder are cumulative and are in addition to all rights, powers and remedies provided by law
or in any other agreements between Mortgagor and Mortgagee. No delay, failure or
discontinuance of Mortgagee in exercising any right, power or remedy hereunder shall affect or
operate as a waiver of such right, power or remedy; nor shall any single or partial exercise of any
such right, power or remedy preclude, waive or otherwise affect any other or further exercise
thereof or the exercise of any other right, power or remedy.

ARTICLE VI. MISCELLANEQUS PROVISIONS

6.01 No Merger. No merger shall occur as a result of Mortgagee’s acquiring any other

estate in, or any other lien on, the Subject Property unless Mortgagee specifically consents to a
merger in writing.

6.02 Execution of Documents. Mortgagor agrees, upon demand by Mortgagee, to execute
any and all documents and instruments required to effectuate the provisions hereof.

6.03 Right of Inspection. Mortgagee or its agents or employees may enter onto the

Subject Property at any reasonable time for the purpose of inspecting the Subject Property and
ascertaining Mortgagor's compliance with the terms hereof.

6.04 Notices. All notices, requests and demands which Mortgagor or Mortgagee is

required or may desire to give to the other party must be in writing, delivered to Mortgagee at the
following address:

EQUITY LIVESTOCK CREDIT CORPORATION
E10890 Penny Lane

Baraboo, W1 53913

Attention; Charles Adami

and to Mortgagor at its address set forth at the signature lines below, or at such other address as

either party shall designate by written notice to the other party in accordance with the provisions
hereof.

6.05 Successors: Assignment. This Mortgage shall be binding upon and inure to the
benefit of the heirs, executors, administrators, legal representatives, successors and assigns of the
parties hereto; provided, however, that this Section does not waive the provisions of Section 4,13
hereof. Mortgagee reserves the right to sell, assign, transfer, negotiate or grant participations in
all or any part of, or any interest in, Mortgagee’s rights and benefits under any and all Secured
Obligations and this Mortgage. In connection therewith, Mortgagee may disclose all documents
and information which Mortgagee now has or hereafier acquires relating to the Subject Property,
all or any of the Secured Obligations and/or Mortgagor and, as applicable, any partners, joint
venturers or members of Mortgagor, whether furnished by any Mortgagor or otherwise.

6.06 Rules of Construction. (a) When appropriate based on the identity of the parties or
other circumstances, the masculine gender includes the feminine or neuter or both, and the
singular number includes the plural; (b) the term “Subject Property” means all and any part of or
interest in the Subject Property; (c) all Section headings herein are for convenience of reference
only, are not a part of this Mortgage, and shall be disregarded in the interpretation of any portion
of this Mortgege; (d) if more than one person or entity has executed this Mortgage as
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“Mortgagor,” the obligations of all such Mortgagor hereunder shall be joint and several; and (e)
all terms of Exhibit A, and each other exhibit and/or rider attached hereto and recorded herewith,
are hereby incorporated into this Mortgage by this reference.

6.07 Severability of Provisions. If any provision of this Mortgage shall be held to be
prohibited by or invalid under applicable law, such provision shall be ineffective only to the
extent of such prohibition or invalidity without invalidating the remainder of such provision or
any remaining provisions of this Mortgage.

6.08 Recourse to Separate Property. Any married person who executes this Mortgage as a
Mortgagor and who is obligated under any Secured Obligation agrees that any money judgment
which Mortgagee obtains pursuant to the terms of this Mortgage or any other obligation of that
married person secured by this Mortgage may be collected by execution upon that person’s
separate property, and any community property of which that person is a manager.

6.09 Governing Law, This Mortgage shall be governed by and construed in accordance
with the laws of the State of Idaho.

[signature page follows]
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IN WITNESS WHEREQF, Mortgagor has executed this Mortgage as of the date first set
forth above.

Mortgagor:

C b Tael Sy

Gregory’James Sorensen

Esmeralda J . Sore

STATE OF IDAHO )
) ss.

County of Toroner )

On this _}(;— day of _Max, 2006, before me) . -

personally appeared Gregoiy James Sorensen and Esmeralda J. Sorensen, husband and wife,
known or identified to me to be the persons whose names are subscribed to the within
instrument, and acknowledged to me that they executed the same,

In witness whereof, | have hereunto set my hand and affixed my official seal the day and year in
this certificate first above written,

Residing at__be~ee T
Comm. Expires____7 ->0-uj

SEAL
i RICK BERNSEN |
1 NOTARYPUBLIC §
4 STATE OF IDAHO |
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