OF THE STATE OF KANSAS
Lof o
In the Matter of the Investigation of Howison ) f'(/}g
Heights, Inc’s Ability to Provide Sufficientand ) R
Efficient Service. ) Docket No. 13-HHIW- 460-GIV o
)
)

MOTION TO INITIATE INVESTIGATION

Staff of the State Corporation Commission of the State of Kansas (Staff and Commission,
respectively) respectfully moves the Commission to open an investigation into the financial,
managerial and operational ability of Howison Heights, Inc. (Howison) to provide safe,
sufficient and efficient service to its utility customers. In support of its motion, Staff states as
follows:

1. On September 26, 2005, Howison received a certificate to transact the business of
a public utility in a certain territory and encompassing certain customers in Kansas.'

2. On January 7, 2013, in Docket No. 13-HHIW-224-CPL (224 Docket), Staff
received Howison’s Fourth Compliance Report in which it stated:

Howison has been served with a Petition filed in Saline County District Court by

Central National Bank, Case No. 12CV444. The Petition contains several counts

against Howison seeking payment of the outstanding loans and/or foreclosing on

the mortgages held by Central National Bank.?

Staff obtained a copy of the Petition filed by Central National Bank in Saline County District
Court Case No. 12CV444, wherein Central National Bank is seeking $396,442.04, plus interest

and costs from Howison.>

! Docket No. 05-HHIW-277-COC (277 Docket). A copy of the 277 Docket Order and Certificate is attached hereto
as Attachment 1.

2224 Docket, Fourth Compliance Report, (Jan. 7, 2013). A copy of Howison’s Fourth Compliance Report in the 224
Docket is attached hereto as Attachment 2.

* A copy of Saline County District Court Case No. 12CV444, styled Central National Bank v. Howison Heights,
Inc., et al. is attached hereto as Attachment 3.




3. Staff is concerned that Howison may currently be unable to provide safe,
sufficient and efficient service to its customers due to its apparent current financial crisis and
past audit history in Docket No. 12-HHIW-382-RTS (382 Docket). Staff is on record in the 382
Docket as stating, “Howison Heights is in dire financial condition.”

4. Because the future of whether Howison will be able to provide sufficient and
efficient service to its customers is uncertain, Staff respectfully requests the Commission open an
investigation. Regardless of whether the Commission opens a Show Cause or a General
Investigation, Staff requests that if the Commission determines any action is necessary, such
action be taken in this docket.

WHEREFORE, Staff requests the Commission consider its Motion to Initiate
Investigation into the financial, managerial and operational ability of Howison Heights, Inc. and
for such other and further relief as the Commission deems just and proper.

Respectfully submitted,

e

Holly/L. Fisher, #24023
Michdel Neeley, #25027
Litigation Counsel

Kansas Corporation Commission
1500 SW Arrowhead Rd.
Topeka, KS 66604-4027

(785) 271-3312 (tel.)

(785) 271-3167 (fax)
h.fisher@kcc.ks.gov
m.neeley@kcc.ks.gov
Attorneys for Commission Staff

4 382 Docket, Notice of Filing of Staff’s Report and Recommendation, (Feb. 8, 2012), p. 4, attached hereto as
Attachment 4.
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THE STATE CORPORATION COMMISSION
OF THE STATE OF KANSAS

Before Commissioners: Brian J. Moline, Chair
Robert E. Krehbiel
Michael C. Moffet
In the Matter of the Application of Howison Heights, Inc. )
For a Certificate of Convenience and Authority to Transact ) Docket No.
the Business of a Provider of Potable Drinking Water. ) 05-HHIW-277-COC
ORDER AND CERTIFICATE
NOW, the above-captioned matter comes before the State Corporation
Commission of the State of Kansas (Commission). Having examined its files and
records, and being fully advised of all matters of record, the Commission finds and

concludes as follows:

I. BACKGROUND

1. On October 5, 2004, Howison Ileights, Inc. (“Howison” or “Applicant™) |
filed its Application for Certificate (Application) seeking a certificate of convenience and
authority to transact the business of a provider of potable drinking water in the State of
Kansas, more specifically, within' territory located in Saline County, Kahsas.

2. On October 18, 2004, Rural Water District No. 2, Ottawa County, Kansas
(RWD No. 2), pursuant to K.A.R. 82-1-218(d) and (e) and K.A.R. 82-1-225, filed a
Petition to Intervene and Protest the Application Filed by Howison Heights, Inc. seeking
a Commission order granting RWD No. 2 leave to intervene as a party in this matter. On

November 2, 2004, thc Commission entered an Order granting RWD No. 2’s petition to

intervene.




3. On November 2, 2004, the Commission entered an Order Directing
Amendment of Application directing Applicant to amend its Application in accordance
with the requirements set forth in paragraph 3 of the November 2, 2004 Order and file the
required amendment within twenty (20) days from the date of service of the Order.

4, On November 22, 2004, Robert W. Green of Robert W. Green, Chartered,
109 West Second Street, Ottawa, Kansas, entered his appearance as attorney of record for
Applicant and filed an Application for Extension of Time to Complete Application
requesting an additional ten (10) days in which to complete Howison’s Application, as
required by the Commission’s November 2, 2004 Order. The Commission issued an
Order on November 23, 2004 granting Applicant’s request and extended the time for
filing the required amendment to December 9, 2004,

5. On December 9, 2004, in response to the Commission’s Order of
November 2, 2004, Applicant filed its First Amendment of Applicant Howison Heights,
Inc. to Application for Certificate of Convenience and Authority (First Amendment to
Application). Applicant’s First Amendfnent to Application included amendments to
Exhibit A of the Application, a water rate schedule Form RF and a Certificate of Good
Standing for Howison Heights, Inc. issued by the Office of the Secretary of State on
November 17, 2004.

6. On December 20, 2004, RWD No. 2 filed its Response to First
Amendment of Applicant to Application for Certificate of Convenience and Authority
seeking clarification as to matters, materials and exhibits contained in Howison’s First

Amendment to Application and reaffirming its Protest filed with the Commission on

October 18, 2004.




7. On January 13, 2005, Applicant filed its Corrected First Amendment of
Applicant Howison Heights, Inc. to Application for Certificate of Convenience and
Authority (Corrected First Amendment to Application) making additional corrections to
the text and exhibits of the Application, as amended.

8. On July 26, 2005, Staff filed a Motion Requesting Prehearing Conference
requesting that the Commission schedule a prehearing conference in this matter. The
Commission responded on July 28, 2005, by issuing its Order scheduling a prehearing
conference at the Commission’s Offices in Topeka on August 9, 2005.

9. On August 9, 2005, a prehearing conference was held in this matter with
Susan Cunningham, Hearing Examiner, presiding. On September 15, 2005, the
Commission issued its Prehearing Conference Order providing for issuance of a
certificate of convenience and authority authorizing Applicant to provide water service to
customers currently served by Applicant. With the parties’ agreement, the Commission
holds in abeyance its determination as to the customer/territory in dispute (i.e., the Big
Valley subdivision) pending a determination on the same issue by the Saline County
District Court. It was further ordered that the parties provide the Commission a joint
status report within sixty (60) days from the date of the Order, advising the Commission
of any progress made on the appeal before the Saline County District Court.

10. On August 15, 2005, Howison filed with the Commission a duly executed
Form RF, Schedule Water Rate 1, setting forth its schedule of rates to be charged in
connection with providing water utility service.

11.  On September 20, 2005, Applicant filed an Addendum and Amendment to

Exhibits 1 through 3 of the Corrected First Amendment to Application providing




additional recording information and correction and clarification of water customer
names and addresses.

12.  Based on Applicant’s verified Corrected First Amendment to Application
filed January 13, 2005, and agreement reached between the parties at the August 9, 2005
prehearing conference, it is intended that the Commission issue Howison a certificate of
convenience and authority to provide potable drinking water to customers in the premise-
specific service territory described in Attachment 1 attached hereto and incorporated in
this Order by reference.

II. DISCUSSION AND FINDINGS

13.  Howison Heights, Inc. is a for profit corporation duly organized and
existing under the laws of the State of Kansas and whose status with the Office of the
Secretary of State is active and in good standing. Howison seeks a certificate of
convenience and authority to transact the business of a water public utility in the State of
Kansas pursuant to K.S.A. 66-104, K.S.A. and K.S.A. 66-131. Under these applicable
statutes, the Commission has jurisdiction over the Applicant and the subject matter
herein.

14, Based upon Howison’s verified Corrected First Amendment to
Application filed January 13, 2005, and agreement reached at the August 9, 2005
prehearing conference, the Commission finds that Howison Heights, Inc.’s request is
reasonable and in the public interest. Howison should be issued a Certificate of
Convenience and Authority to transact the business of a water public utility within the

premise-specific service territory described in Attachment 1 to this Order. The

Commission further finds that it should hold in abeyance its determination as to the




customet/territory in dispute (i.e., the Big Valley subdivision) pending a determination on
this issue by the Saline County District Court. The Commission also finds that quison
should, within thirty (30) days from the date of this Order, file for the Commission’s
review and approval rules and regulations applicable to the service to be provided under
its Certificate of Convenience and Authority.

IT IS, THEREFORE, BY THE COMMISSION CONSIDERED AND
CERTIFICATED THAT:

15.  Howison Heights, Inc.’s Corrected First Amendment to Application filed
January 13, 2005, is hereby granted, as modified by the conditions set forth in paragraph
14 above and accordingly, Howison Heights, Inc. is issued a Certificate of Convenience
and Authority to conduct the business of a water public utility within the premise-specific
service territory described in Attachment 1 to this Order.

IT IS, THEREFORE, BY THE COMMISSION ORDERED THAT:

(A)  The rates to be charged are the rates set forth in Howison’s Schedule
Water Rate 1 filed with the Commission on August 15, 2005 and referenced in paragraph
10 of this Order.

(B) A determination as to the customer/territory dispute regarding Big Valley
subdivision is hereby held in abeyance pending a determination on this issue by the
Saline County District Court. Pursuant to the Commission’s Prehearing Conference
Order issued September 15, 2005, the parties are hereby ordered to provide the
Commission a joint status report within sixty (60) days of September 15, 2005, advising

the Commission as to any progress made on the appeal before the Saline County District

Court.




(C) Howison Heights, Inc. shall, within thirty (30) days from the date of this
Order, file for the Commission’s review and approval its rules and regulations applicable
to the service to be provided under the certificate of convenience and authority granted
herein.

(D) A party may file a petition for reconsideration of this Order within fifteen
(15) days from the date of service of this Order. If service is by mail, service is complete
upon mailing, and three (3) days shall be added to the above time frame.

(E)  The Commission retains jurisdiction over the subject matter and parties for
the purpose of entering such further order or orders as it may deem necessary.

BY THE COMMISSION IT IS SO CERTIFICATED AND ORDERED.

Moline, Chr.: Krehbiel, Comm.; Moffet, Comm.
Dated: __ SEP 2 6 10 ORDER MAILED

SEP 2 7 2005

s %%7 Executiva
Direcior :

Susan K. Duffy

Executive Director

oan




Attachment 1

PREMISE-SPECIFIC SERVICE TERRITORY

Premise-Specific Customers, or their successors and assigns, served by
Howison Heights, Inc. at the following locations:

I._South of Shipton Road: Located in the North Half (N/2) of Section 24, Township

13 South, Range 3 West, Saline County, Kansas

Customer/Howison
Heights Account Number:

Larry S. Shivers and Janet C. Shivers
#1030

Michael Hodges and Robin S. Hodges
#1031

Joseph J. King and Rachelle M. King
#1032

Frances M. Staton and Clayton L. Staton
#1029

Robert D. Hull and Joann Hull
#1027

Lela Silver and Regina M. Troxell, Trustees
#1019

Marie A. Simpson
#1026

Daniel A. Kitchen and Dorothy A. Kitchen
#1028

Tract Description*/
Street Address:

Deed Book 357 at Page 640
636D E. Shipton Road
Salina, KS 67401-9802

Deed Book 381 at Page 148
636F E. Shipton Road
Salina, KS 67401-9322

Deed Book 350 at Page 925
636G E. Shipton Road
Salina, KS 67401-9322

Deed Book 350 at Page 91
636C E. Shipton Road
Salina, KS 67401-9322

Deed Book 352 at Page 902
636A E. Shipton Road
Salina, KS 67401-9322

Deed Book 366 at Page 868
372 E. Shipton Road
Salina, KS 67401-9356

Deed Book 363 at Page 902
636 E. Shipton Road
Salina, KS 67401-9322

Deed Book 318 at Page 69
636B E. Shipton Road
Salina, KS 67401-9802




Robert Eldridge George and Bonnie Carol George, Deed Book 363 at Page 430
#1023 Trustees 532 E. Shipton Road
Salina, KS 67401-9802
David D. Bieberly and Lisa Anne Logan Deed Book 377 at Page 879
#1033 532B E. Shipton Road
Salina, KS 67401-9328
*As described in the Records of the Register of Deeds of Saline County, Kansas
I1. North of Shipton Road: Located in the West Half (W/2) and Southeast
Quarter (SE/4) of Section 13. Township 13 South, Range 3 West, Saline County,
Kansas
Customer/Howison Tract Description*/
Heights Account Number: Street Address:
Billy L. Schneider and Sally Anne Schneider Book 1066 at Page 440
#1045 4763 Bowen Drive
Salina, KS 67401-9205
Larry D. Watts and Jennifer S.P. Watts Book 380 at Page 168
#1038 4561 N. Wasserman Way
Salina, KS 67401-9802
Curtis C. Engel and Cynthia M. Engel, Trustecs Book 392 at Page 653
#1044 444 E. Country Heights Ct.
Salina, KS 67401-9802
Randall W. Miller and Patricia M. Miller Book 377 at Page 458
#1039 4563 N. Wasserman Way
Salina, KS 67401-9802
Robert D. Williams and Janice C. Williams - Book 331 at Page 315
#1037 4509 N. Wasserman Way
Salina, KS 67401-9323
Alan Lee Martin Book 387 at Page 891
#1025 633 E. Shipton Road
Salina, KS 67401-9322
Richard R. Hicks Book 1036 at Page 1395
#1020 421 E. Shipton Road

Salina, KS 67401-9802




Brian H. Oxandale and Marlene R. Oxandale
#1021

D. B. Reinsch and Carol A. Reinsch, Trustees
#1022

Michael Alan Hulteen and Kelley Irene Hulteen
#1034

Dale W. Swindler and Karmel L. Swindler
#1035

Phillip D. Hurd and Connie A. Hurd
#1036

Book 334 at Page 890
469 E. Shipton Road
Salina, KS 67401-9252

Book 388 at Page 676
537 E. Shipton Road
Salina, KS 67401-9328

Book 359 at Page 352
4409 N. Wasserman Way
Salina, KS 67401-9323

Book 375 at Page 646
4441 N. Wasserman Way
Salina, KS 67401-9323

Book 368 at Page 271
4489 N. Wasserman Way
Salina, KS 67401-9323

*As described in the Records of the Register of Deeds of Saline County, Kansas

I11. Jointly served by both Howison Heights, Inc. and Rural Water District No. 2,

13 South, Range 3 West, Saline County, Kansas

Customer/Howison
Hejghts Account Number:

Francis P. Ryan and Marie Lynn Ryan
#1040

John R. Rupright
#1041

Kenneth W. Wasserman and Pamela A. Wasserman
#1043

gfldx 5L Schneider and Sally Anne Schneider

Tract Description®*/
Street Address:

Book 1110, Page 1017
4660 N. Wasserman Way
Salina, KS 67401-9323

Book 373, Page 342
4737 N. Wasserman Way
Salina, KS 67401-9802

Book 1016, Page 1695
4876 N. Wasserman Way
Salina, KS 67401-9326

Book 1066, Page 440
4763 Bowen Drive

Salina, KS 67401-9205

*As described in the Records of the Register of Deeds of Saline County, Kansas




IV. Sandy Valley Subdivision: Located in the West Half of the Southwest Quarter

(W/2SW/4) of Section 13, Township 13 South, Range 3 West, Saline County, Kansas

Customer/Howison
Heights Account Number:

Derek McKellips and Michelle McKellips
#1001

John Guerrero and Jan Guerrero
#1002

James Wooten and Ginger Wooten
#1003

Blaine E. Cleveland and Beverly K. Cleveland

#1004

Randy Brin
#1005

Hubert Erker and Stacy Erker
#1006

David Coad and Kim Coad
#1007

Kevin Shamburg and Joleta Shamburg
#1008

Shane Komarek and Beth Komarek
#1009

Gary D. Gibson and Diane G. Gibson
#1010

Jim Linenberger and Valerie Linenberger
#1011

Ron Coad and Diana Coad
#1012

Terry Odle and Mary Lou Odle
#1013

Street Address:

4215 North Sandy Avenue
Salina, KS 67401-9482

4216 North Sandy Avenue
Salina, KS 67401-9398

4257 North Sandy Avenue
Salina, KS 67401-9482

4277 North Sandy Avenue
Salina, KS 67401-9482

4280 North Sandy Avenue
Salina, KS 67401-9398

4301 North Sandy Avenue
Salina, KS 67401-9392

4333 North Sandy Avenue
Salina, KS 67401-9392

4340 North Sandy Avenue
Salina, KS 67401-9391

4363 North Sandy Avenue
Salina, KS 67401-9392

4377 North Sandy Avenue
Salina, KS 67401-9392

4395 North Sandy Avenue
Salina, KS 67401-9392

4400 North Sandy Avenue
Salina, KS 67401-9391

4415 North Sandy Avenue
Salina, KS 67401-9392




Stephen Wright and Carolyn Wright
#1014

C. Henry Walker and Karla Walker
#1015

Todd Falcon and Dorey Falcon
#1016

Brad Laude and Linda Laude
#1017

Richard W. Bruner and Victoria J. Bruner

#1018

4448 North Sandy Avenue
Salina, KS 67401-9391

4441 North Sandy Avenue
Salina, KS 67401-9392

4485 North Sandy Avenue
Salina, KS 67401-9392

4464 North Sandy Avenue
Salina, KS 67401-9391

221 East Shipton Road
Salina, KS 67401-9328

V. Turner Addition, Lots 2 through 6;: Located in the West Half of the Southwest
Quarter (W/2SW/4) of Section 13, Township 13 South, Range 3 West, Saline

County. Kansas

Customer/Howison
Heights Account Number:

Doug Pahls
#1046

Kevin Tumer and Nancy Turner
#1047

Phillip Schalles and Leanne Schalles
#1048
Darin Monroe and Cindy Monroe

#1049

Kirk Stover and Amy Jo Stover
#1050

Street Address:

1624 Dover Circle
Salina, KS 67401

1925 K-18 Hwy.
Bennington, KS 67422

4326 N. Turner Lane
P.O. Box 2458
Salina, KS 67401

4382 N. Turner Lane
Salina, KS 67401-7320

4412 Tumner Lane
Salina, KS 67401-2417
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LAw OFFICES OF

ANDERSON & BYRD

A Limited Liability Partnership
‘JTOHN '-émm 216 8. HICKORY, P. 0. BoX 17 qum( I';:g_ﬁl";g‘;';
AMES G, FLAHERTY T .
R, SCOTTRYBURN OTTAWA, KANSAS 66067 : C.BvrD
Kerm A BROCK (785) 242-1234, Telephone (1920-2008)
: (785) 242-1279, Facsimile
www.andersonbyrd.com
A January 7, 2013
Sent by Facsimile ,

Ms. Patrice Petersen-Klein
Executive Director

Kansas Corporation Commission
1500 S. W. Arrowhead Road
Topeka, Kansas 66604-4027

Re:  Howison Heights, Inc.
Docket No. 13-HHIW-224-CPL
Fourth Compliance Report

Dear Ms. Petersen-Kleiﬁ:

In paragraph 14 of the Amended Order Granting Motion to Withdraw Application issued
August 30, 2012 in Docket No. 12-HHIW-382-RTS, Howison Heights, Inc. ("Howison") was
instructed to make compliance filings to report the status of renegotiations of its loan agreement in
order to move forward on the sale of its utility business.

Howison has not been successful in moving forward with the sale of its utility business and,
is therefore, preparing a new application to file with the Kansas Corporation Commission to seek
approval to adjust its rates.

Howison has been served with a Petition filed in Saline County District Court by Central
National Bank, Case No. 12CV444. The Petition contains several counts against Howison seeking
payment of the outstanding loans and/or foreclosing on the mortgages held by Central National
Bank. Howison has retained counsel to represent it in the case. _

Sincerely,
@ laherty

Gherty@andersonbyrd.com

JGF:rr

ec: Robert A, Fox
Holly L. Fisher
Jeff McClanahan
Niki Christopher
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IN THE DISTRICT COURT OF SALINE COUNTY, KANSAS

‘ . Case No. /2 C\/ "'/L,('/

CENTRAL NATIONAL BANK, Ch. 60 in KS (Personal Service)
. Plaintiff Ch. 60 Outside KS (Personal Service)
\'2 Ch. 60 in KS (Certified Mail)

Ch. 60'Outside KS (Certified Mail)
Ch. 61 In KS (Personal Service)
Ch. 61 Outside KS (Personal Service)
Ch. 61 In KS (Certified Mail)

Ch. 61 Outside KS (Certified Mail)

IIHI)

HOWISON HEIGHATS, INC; TIMOTHY- B.
. HOWESON a/k/a TIMOTHY BRETT HOWISON;
MELINDA S. HOWISON a/k/a MELINDA SUE

|

AErEOERTOW

- HOWISON; TIMOTHY B. HOWISON AND ° —_——gmmissimflgr of Insurance
MELINDA S. HOWISON, TRUSTEES OF THE — O;C;:taryo tate

TIMOTHY AND MELINDA HOWISON TRUST
UNDER AGREEMENT DATED OCTOBER 25, 2007;
and THE, BENNINGTON STATE BANK,

’ Defendants.

. VIA PERSONAI/RESIDENCE SERVICE - PRIVATE PROCESS SERVER
SUMMONS

" To the Above-Named Defendant: ~ Melinda S. Howison a/k/a Melinda Sue Howison, 1212 Meyer Dr., Salina, Kansas
. 67401
You are hereby notified that an action has been commenced against you in this Court. You are required to file your answer to
the petition with the Court and to serve a copy upon Michael P. Alley, plaintiff's attorney at Clark, Mize & Linville, Chartered. P.O, Box
380, Salina, Kansas 67402-0380.

XX A Within 21 days after service of summons upon you.
B. Within 30 days after service of summons upon yow

C. Within 21 days after the registered or certified mail is signed or refused by you.
D. Within 30 days after the registered or-certified mail is signed or refused by you. ‘
E. Prior to the Court's heanng set for .m, onthe - day of R
20
F. Within 3 30 days after service of summons upon you or appear at : m. on the
day of 520 . '
G. Prior to the Court's hedring set for Jn, on the day of R
_ 20 . _
H. Within 30 days after the registered or certified mail is signed or refused by you, or appear at _
.m. on the day of , 20 .
L Within 40 days after service of summons upon the Commissioner of Insurance.
J. Within 30 days after service of summons upon the Secretary of State.
K. Other: ‘

If you fail to do so, judgment by default will be taken against you for the relief demanded in the petition. Any related claim
which you may have against the petitioner/plaintiff must be stated as a counterclaim in your answer, or you: will thereafier be barred from
making such claim in any other action.

(Seal of the Court)
Clerk of the District Court '
Dated Now b6, QE/42 e Céwfc/gz?)d v

Deputy Clerk




Page 2 of 2
' Case No.

*[ ]If checked, Summons must be served by , 20 and your return made within
days thereafter. ’ :

RETURN OF SERVICE

I hereby certify that I ha\_(e served this document/documents:

(1) PERSONAL SERVICE: By delivering a copy of said document to each of the following defendants on the dates indicated:
. . , e
5,20

(2) RESIDENCE SERVICE: By leaving a copy of sald documents at the usual place of residence of each of the followixi'g defendants, with the
person hereinafler named, such person being of suitable age and discretion and residing at the residence of each such defendant: -

Defendant -~ o Residence _ Date

(3) CORPORATE OR PARTNERSHIP: By dehvermg a copy of said documents to each of the followmg agents authorized by appomtmcnt or
. by law to receive service or process.

20

(4) RESIDENCE SERVICE AND MAILING: By leaving a copy of the Suramons and a copy of the Petition at the dwelling house or usual
place of abode, and mailing by first-class mail to each of the following defendants a notlce that- such copy has been so left

on the day of

_»20

(5) NO SERVICE: The following defendants were not found in this County:

DATED:;

Signature and Title of Officer




. UNDER AGREEMENT DATED OCTOBER .25, .
" 2007; andTI-IEBENNINGTON STATEBANK,

: ED

' : SALINE CO. RIST. COURT
IN THE DISTRICT COURT o
OF SALINE COUNTY, KANSAS ' 0IZNOV21 PH 3:27

CENTRAL NATIONAL BANK,
. Plaintiff
V.

CaseNo /Z 4 (/‘1”/

(Title to Real Estate Invqlved)

HOWISON HEIGHTS, INC; TIMOTHY B.
HOWISON a/k/a TIMOTHY BRETT HOWISON;
MELINDA S. HOWISON a/k/a MELINDA SUE
HOWISON; TIMOTHY B. HOWISON AND
MELINDA S. HOWISON, TRUSTEES OF THE
TIMOTHY AND MELINDA HOWISON TRUST

e’ et S o e N S St S Nt N St N Nt

Defendants,

(Pursuant to K.S.A. Chapter 60)

PETITION
COMES NOW, the above named Plaintiff, Central National Bank, and for its cause of
action herein against the Defendants statés and alleg‘eé. as follows:

Jurisdiction, Venue, and Service

1. Plaintiff is a national banking association organized and existing under and by

virtue of the laws of the United States ‘with its principat place of business at 802 N, Washington

St. J unction C1ty, Geary County, Kansas.

2. Jurisdiction is properly in this court based on the facts set forth below.
3. Venue is proper in this court pursuant to K.S.A, § 60-601(b).

4. The Defendants may be served as follows:

a. Howison Heights, Inc.: via personal or residence service to one of its
officers, Timothy B. Howison, at 1212 Meyer Dr., Salina, Kansas 67401,

and/or any other place where one of its officers, Tlmothy B. Howxson, may
be located and served.

¢




b. Timothy B. Howison a/k/a Timothy Brett Howison (hereinafter, “Timothy
B. Howison™): via personal or residence service at 1212 Meyer Dr., Salina,

Kansas 67401; and/or at any other place where said Defendant may be
located and served.

c. Mélinda S. Howison a/k/a Melinda Sue Howison (hereinafter “Melinda S.

wison®™): via personal or residence service at 1212 Meyer Dr., Salina,

Kansas 67401; and/or at any other place where said Defendant may be
located and served. "

d. Timothy B. Howison and Melinda S. Howison, Trustees of the Timothy and
Melinda Howison Trust under apreement dated October 25. 2007
(hereinafier “The Howison Trust”): via personal or residence service on
Timothy B. Howison, Trustee, at 1212 Meyer Dr., Salina, Kansas 67401;
and/or any other place where said Defendant may be located and served.

.e. The Bennington State Bank: via personal or residence service to its resident
~ agent, The Bennington State Bank, at 200 S. 9%, Salina, Kansas 67401.

5. None of the Defendants herein are members of the Military Service of the United
States as defined by the Servicemembers Civil Relief Act, as amended.

COUNT 1
(Against Hawzson Heights, Inc. and Timothy B. Howison)

_ Promissory Notle' and Modifications |

6. On or about August .4, 2006, for value receivgd, and in consideration of a loan in
the principal amount of $110,150.(')O.made by the Plaintiff, Defendants Howison Heights, Inc.
- and Timo@hy B. Howison (hereihallﬁer colléctively “Borrower”’) made, executed, and delivered to
'Plain-tiﬁ‘ a Promissory Note (hereinafier “Note 17), in writing, and by the terms of which
Borrower promised anq agreed to ‘pay said amount, together with interest and other charges, in
installments as set forth therein, and with a maturity date of August 4, 2008. A true and correct
copy of Note 1 with all endorsements thereon is attached hereto, marked Exhibit A, and

incorporated herein by reference and made a part hereof to the same extent and in the same

manner as if herein set forth,




7. Note 1 was modified in various manners on January 17, 2007, July 20, 2007,
Septemi)er 26, 2007, Decemb_er 28, 2007, September 30, 2008, April 29, 2009, and July 19, 2010
.(collectively, “Note 1 Modifications™), which, among other things, extended the maturity date of
Note 1 to December 15, 2010, and increased the principal amount of Note 1 to $275,000.00. A
uﬁe and correct copy qf tl;e Note 1 Modiﬁg_gﬁons with all endorsements thereon is attached
hereto, marked Exhibit B, and incorporated -herein by reference and made a part hereof to the
same extent and in the same manner as if herein set forth.

: Reél Estate Mortgag'és

8. For the purpose of securing the payment of the debt evidenced by Note 1, all other
past and future oBligétion.s; owed to Plaintiff, and. all obligations described herein, Defendant
Howison Heights, Iné. executed and delivered to Plaintiff a real estate mortgage, in writing,
‘dated August 4, 2006 (hereinafter “Mortgage 1), whereby it mortgaged and ﬁmﬁnted to
Plaintiff all of the following described real estate, to wit:

A tract of land sitnated in the Southwest corner of the West Half of the Southwest
Quarter (W2 SW%) of Secﬁon Thirteen (13), Township Thirteen (13) South,
Range Three (3) West of the 6% P.M.,, in Saline County, Kansas, which is more
partlcularly described as follows:

Begmnmg at a point on the South line of sald Southwest Quarter (SW4) and One
Hundred Sixteen (116) feet East of the Southwest comer thereof, said point being

- on the East line of the Kansas State Highway tract; thence North along said East
line, One Hundred Five (105) feet; thence East and parallel with said South line a
distance of One Hundred Twelve (112) feet; thence South One Hundred Five

" (105) feet to said South line; thence West along said South line of said Southwest
Quarter (SW¥) a distance of One Hundred Twelve (1 12) feet to the point of
begmnmg

A ftract of land located in the East Half (E!%2) of Section Twelve (12), Township
- Thirteen (13) South, Range Three (3) West of the 6th P.M,, in Saline County,
Kansas, more particularly described as follows:

Commencing at the Southwest. corner of the Southeast Quarter (SE%) of said
Section Twelve (12); thence N00°03'01"W along the West line of said Southeast -




'Quarter (SE‘A) a distance of One Thousand Eight Hundred Sixteen and Twenty-

nine Hundredths (1816.29) feet; thence East and parallel to the South line of said
Southeast Quarter (SEY) a distance of One Hundred (100.00) feet to the point of
beginning.; thence East and parallel to the South line of said Southeast Quarter
(SE%) a distance of Thirty (30.00) feet; thence North and parallel to the West line
of said Southeast Quarter (SE%) a distance of Sixty (60.00) feet, thence West and
parallel to the South line of said Southeast Quarter (SE%) a distance of Thirty
(30.00) feet; thence S00°03'01"E along the West line of said Southeast Quarter
(SEY%) a di_stange of Sixty (60.00) feet back to the point of beginning.

Well Site #1
A tract of land located in the East Half (E¥;) of Section Twelve (12), Townsh1p

Thirteen (13) South, Range Three (3) West of the 6th P.M,, in Saline County, '

Kansas, more particularly described as follows:

Commencing at the Southwest corner of the Southeast Quarter (SE%) of Section
Twelve (12); thence N00°03'01"W along the West line of said Southeast Quarter
- (SE') a distance of Two Thousand Four Hundred Twenty-four and Forty-five
- Hundredths (2424.45) feet; thence East parallel to the South line of said Southeast
Quarter (SEY) a distance of One Hundred (100.00) feet; thence North parallel to
the West line of said Southeast Quarter (SE%) a distance of Sixty (60.00) feet;
" thence West and parallel to the South line of said Southeast Quarter (SE%) a
distance of One Hundred (100.00) feet; thence S00°03'01"E along the West line
of said Southeast Quarter (SE%4) a distance of Sucty (60.00) feet back to the point
of beginning. '

Well Site #2

A tract of land located in the East half (E‘Az) of Section Twelve (12), Townsth ,

Thirteen (13) South, Range Three (3) West of the 6th P.M., in Saline County,
Kansas, more partlcularly described as follows:

Commencing at the Southwest comer of the Southeast Quarter (SEY) of said
Section Twelve (12); thence N00°03'01"W along the West line of said Southeast .

Quarter (SE%) a distance of One Thousard Eight Hundred Sixteen and Twenty-
nine Hundredths (1816.29) feet; thence East parallel to the South line of said
Southeast Quarter (SEV4) a distance of One Hundred (100.00) feet; thence North
paralle]l to the West line of said Southeast Quarter (SE%) a distance of Sixty
(60.00) feet; thence West and parallel to the South line of said Southeast Quarter
(SEY) a distance of One Hundred (100.00) feet; thence S00°03'01"E along the

West line of said Southeast Quarter (SE%) a distance of Sixty (60.00) feet back to
the point of beginning.

Standpipe Site

A ftract of land located in the East Half (E‘/z) of Section Twelve (12) Townslup
Thirteen (13) South, Range Three (3) West of the 6th P M., in Salme County,
Kansas, more particularly described as follows




Commencing at the Southeast comner of the Southeast Quarter (SE%) of said
_Section Twelve (12); thence N00°01'30"E along the East line of said Southeast
- Quarter (SE%) a distance of Two Thousand Three Hundred Twenty-seven and
- Seventy-eight Hundredths (2327.78) feet; thence N89°58'20"W a distance of Fifty
- (50.00) feet to the West Right-of-Way line of Ohio Street; thence N89°58'20"W a
distance of Three Hundred Eighty and One-hundredth (380.01) feet; thence
NO00°01'18"E a distance of Fifty (50.00) feet; thence S89°58'20"E a distance of
* Three Hundred Eighty and One-hundredth (380.01) feet; thence S00°01'30"W a
distance of Fifty (50.00) feet-back to the point of beginning, containing an
easement for turning purposes, '*said easement is described as follows'

: Begmmng at the Southeast comer of the above descnbed h'act thence‘ -

‘N89°5820"W a distance of Three Hundred Thirty and One-hundredth (330.01) -
feet to the point of beginning; thence N89°58'20"W a distance of Fifty (50.00)
feet; thence S00°01'18"W a distance of Fifty (50.00) feet; thence N45°00'00"E a
distance of Seventy and Slxty-mne Hundredths (70.69) feet to the pomt of -
beginning. .

A parcel of land in. the Northeast ‘Quarter (NE‘A) of Section Twelve (12), .
. Township Thirteen (13) South, Range Three (3) West of the 6th P.M.,, in Saline
County, Kansas, more particularly described as follows:

' Commencing at the Northwest corner of said Northeast Quarter (NE!%); thence
along the West line of said Northeast Quarter (NEY) on a assumed- bearing of
S00°1921"E a distance of Two Hundred Thirty-three (233) feet; thence
S89°59'07"E a distance of Ninety-two (92) feet to the point of beginning of the
parcel to be described: -thence $89°59'07"E a distance of Thirty (30) feet; thence
S00°19'21"E a distance of Thirty (30) feet; thence N89°59'07"W a ‘distance of
Thirty (30) feet; thence N00°1921"W a d15tance of Thn'ty (30) feet tothe pomt of
begmmng _

A parcel of land located in the Northeast Quarter (NE‘/4) of Sectron Twelve: (12)
Township Thirteen (13) South, Range Three (3) West of the 6th P.M., in Salme
County, Kansas, more partlcularly descnbed as follows

: Commencmg at the Northwest corner of said Northeast Quarter (NE‘/4), thence on
an assumed bearing of S00°19'21"E along the West line of said Northeast Quarter

(NEY%) a distance of Six Hundred Sixty-two-and Eighty-six Hundredths (662.86) .

feet; thence N90°00'00"E a distance of Twenty-four (24.00) feet to the point of

beginning of the parcel to be described; thence continuing N90°00'00"E a

. distance of Thirty (30.00) feet; thence S00°00'00"E a distance of Thirty (30.00).

~ feet; thence N90°00'00"W a distance of Thirty (30.00) feet; thence N00°00'00"E a
dxstance of Thlrty (30.00) feet to the point of beginning, ' '




together will all rights, easements, appurtenances, royalties, mineral rights, oil and gas rights,
crops, timber, all diversion payments or third party payments made to crop producers, all water
and npanan rights, wells, d1tches, reservoirs, and water stock and all existing and future

improvements, structures, fixtures, and replacements that may now, or at any tl_me in the future,

be part of the real estate described above (collecﬁvely referred to hereinafter as “HH Rea‘l‘-

Estate”).A Defendant Howison Heights, Inc. was at the time of the making, execution and

delivery of Mortgage 1 the owner of said HH Real Estate, free and clear of anj'_ other liens or

encumbrances, with the exception of the first and prior -mdrtgages and fixture filings of The

Bennington State Bank, as hereafter described in paragraph 17 below. A true and correct copy of

Mortgage 1 with all exhibits thereto and endorsements thereon is attached hereto, marked Exchibit

C, and incorporated herein by reference and made a part hereof to the same extent .and'-in' the

same manner as if herein set forth.

9. Mortgage i that is attached hereto as Exhibit C in the principal amount of

- $110,000.00, together with interest and other charges, was duly filed for record in the office of

the Register of Deeds of Saline County, Kansas on August 15, 2006, at Book 1134, at Page 1267, '

_in said ofﬁce, and alt taxes and fees and in partlcular the registration fee requued by Kansas

‘Statute to be paid upon Mortga.ges upon real property, were duly paid by Plamhff

10.  For the purpose of securing the payment of the debt evidenced by Note 1,all other

past and future obligations owed to Plaintiff, and all obligations described herein, Defendant
- ﬁowisbn Heights, Inc. executed and delivered to Plainti_ff a real »-eState. mortgage, in \;vriting,
dated Yanuary 17, 2007 (hereinafter “Mortgage 2), whereby it mortgaged and wai:rantéd to
Plaintiff all of the above described HH Real Estate. Defendant Howison Heights, Inc. was at the

. time of the making, execution and delivery of Mortgage 2 the owner of said HH Real Estate, free

——t en e 0

P S———— T U]




and clear of any other liens or encumbrances, with the exception of the first and prior mortgages
and fixture filings of The Bennington State Bank, as hereafier described in paragraph 17 below,
and with the exception of Plaintif’s Mortgage 1 described in the preceding two (2) paragraphs.

. A true and correct copy of Mortgage 2, with all exhibits thereto and endorsements thereon is

attached hereto, marked Exhibit D, and incorporated herein by reference and made a part hereof ..

to the same extent and in the same manner as if herein set forth.

11.  Morigage 2 that is attached hereto as Exhibit D in the principal Aamouht of

. $40,000.00, together with interest and other charges, was duly filed for record in the office of the-

Register of Deeds of Saline County, Kansas on January 18, 2007, at Book 1143, at Page 1941, in

said office, and all taxes and fees, and in particular the registration fee required by Kansas
Statute to be paid upon Mor.tgages upon real propert_\}, were duly paid by Plaintiff.

lé. - For the purpose of securing the payment of the debt evidenced by Note 1, all other
past and future obligations owed to Plaintiff, ‘and all obligations described 'herein, Defehdaﬂt

Howison Heights, Inc. executed and delivered to Plaintiff a real estate mortgage, in writing,

dated July 19, 2010 (hereinaﬁer “Mortgage 3”), whereby it mortgaged and warranted to Plaintiff

all of the above deécribed HH Real Estate. Defendant ﬁowison Heights, Inc. was at the time of
the making, exec'ut_ion and delivery of Mortgage 3 the 6wne; of said HH Real Estate; free énd
' clear of any other liens or encumbrances with the éxcepﬁon of thé first and p'ribf mortgages and
fixture filings of The Bennington State Bank, as hereafter~ described in paragraph 17 belovf, and
with the excéption of Plaintiff’s Mortgage 1 and Mortgage 2 described in the preceding four (4)
paragraphs. A true and correct copy of Morfgage 3, with-a]l exhibits thereto and endorsements
thereon is attached hereto, marked Exhibit E, and incorporated herein by reference and‘made a

_ part hereof to the same extent and in the same manner as if herein set forth.




13. - Morigage 3 that is attached hereto as Exhibit E in the principal amount of
$275,000.00, together with interest and other charges, was duly filed for record in the office of
the Register of Deeds of Sali;le County, Kansas on August 24, 2010, at Book 1216, at Page 732,
in said office, and all taxes and fees, and in particular the r‘egistratioﬁ fee required by Kansas
Statute to be paid upon Mortgages upon real property, were duly-paid by Plaintiff, N

Security Agreement, Financing Statement, and Fixture Filings

14.  Note 1 is further secured by a Security Agreément, in writing, dated Aﬁgust 4,
2006 (hereinafter “Security Agreeinent”), from Borrower to Plaintiff whereby Borrower granted

Plaintiff a security interest in, among other things, all of its interest in inventory, accounts and »

. other rights to payment, instruments, documents, farm products and supplies, government

payments and programs, investment property, deposit accounts, chattel paper, general '
intangibles, equipment,’ and fixtures (collectively referred to hereinafter as “HH Personal
Property™). A'true-and correct copy of the Security Agreement with all endorsements thereon is
attached hereto, marked Exhibit F, aﬁd incorporated herein by reference and made a part hereof
to the same extent and in the same manner as if herein set forth. _. |

15. Plaintiffhasa perfected security interest in the HH Person.al Property enumerated
in the Securi;:y Agreement. A true and correct copy of the Financing Statement filed by Plaintiff |
with the Kansas Sebréta.ry of State on August il, 2006, to'éether with the continuation thereof -
filed on July 1, 201i (collectivély ‘“Financing Statement™), is attached hereto, marked Exhibit G,
and incorporated herein by reference and ﬁade a part hereof to thé same extent and m the same
manher as if herein set forth.

16. In addition, by virtue of filing Mortgage 1, Mortgage 2, and Mortgage 3

(hereinafter collectively “the HH Mortgages™), Plaintiff has a perfected security in;cerest in all




fixtures located on the above-described HH Real Estate.
Other Defendants

17.  The Bennington State Bank is named as a party Defendant by virtue of its first
and prior mortgage liens on the HH Real Estate, to wit: o

- a. A Mortgage in the amount of $147,000.00 from Howison Heights, Inc, and
Tim B. Howison and Melinda S. Howison, husband and wife, to The
Bennington State Bank, dated June 13, 1997, and filed for record in the
Office of the Register of Deeds of Saline County, Kansas on August 11,
1998, in Book594 Pages 411-414

b. A Mortgage in the amount of $103,000.00 from Howison Heights, Inc, and
Tim B. Howison a/k/a Timothy B. Howison and Melinda S. Howison,-
husband and wife, to The Bennington State Bank, dated January 28, 2002,
and filed for record in the Office of the Register of Deeds of Saline County, '
Xansas on January 31, 2002, in Book 1004, Page 1793. .
18.  The Bennington State Bank is also named as.a party Defendant by virtue of its
. first and prior perfected security interest in the ﬁ){nues located on the HH Real Estate and the

HH Personal Property, as evidenced by the following:

* a. Financing Statemen.t's #11-168, #11-169, #8-35, and #8-36 filed with the
- Office of the Saline. County Register of Deeds, on November 16, 1992;
November 16, 1992; August 12, 1998; and August 12, 1998, respectively,
together with continuations thereof.
b. Financing Stateménts #001851124, #002362525, and #002362526, filed .
with the Kansas Secretary of State on November 10, 1992; June 16, 1997;
and June 16, 1997, respectively, together with continuations thereof.

19. Tirno{hy B. Howison, Melin&a S. Howison, and The Howison Trust are named as
party Defendants by virtue of their interest, if any, in the HH Real Estate and HH Personal
Pfoperty described herein, Plaintiff states and alleges that whatever right, titlé, interest, or claim
c;r lien which Defendants Timothy B. Howison, Melinda S. HoWison, or The Howison Trust, and

their predecessors, successors, and assigns, have or claim to have, whether known or unknown to

Plaintiff, in or to said HH Real Estate and HH- Personal Property described herein is junior and




inferior to the rights of Plaintiff, and that said Defendants, and their predecessors, successors,
and aslsigns, should be forever barred and foreclosed from claiming any right, title, interest,

claim, or lien in or to said HH Real Estate and HH Personal Property adverse or superior to the

interest of Plaintiff,

Defauls; Acceleration; Balance; Costs and Expenses; Foreclosure of Liens

20. Plaiﬁtiff is the owner and holder of Note 1, Note 1 Modifications, HH Mortgages,
‘St‘acurity' Agreement, and Financing Statement that are attached hereto as Exhibits A through G
(collectively referred to hereinafter as “the HH Loan Documents”). | |
21. By the terms and provisions of Note 1, Defendants Howison Heights, Inc. and
Timothy B. Howison p1"cl)miséd and agreed to make payments to Plaintiff until the entire
' indebtedness, including principal and interest, was paid in full thereon, all as more fully stated m
'I;Iote 1; Note 1 rﬁatured on December 15, 2010, and Defendants Howison Heights,AInc. and
'I‘l;mothy B. Howison have failed, ‘neglected, and refused to carfy out the terms of Note 1 in tﬁat '
they have failed to pay and discharge Note 1 prior to its maﬁﬁty' on December 15, 2010; and

_ Defendants Howison Heights, Inc. and Timothy B. Howison are therefore in default under the

© terms of Note 1.

22.  The entire balance on Note 1, together with interest thereon and fees, costs, and
-expenses under the HH Loan Documents, is now due and oﬁng; and Plaintiff is now entitled to
judgment against Defgndants ﬂowison ﬁeights, Inc.' and Timothy B. Howison, jointly and
: severally, for the entire matured and unpaid l;rincipal b.alance plus interest, until paid in full,
together with any and all costs, fees, and exbcnses (for items such as insurance, appraisal fees,

taxes, court costs, and publication fees) incurred by Plaintiff and chargeable under the terms of

the HH Loan Documents, until paid in full,
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23. " As of November 19, 2012, there remained due and owing to Plaintiff on Note 1
the principal amount of $275,000.00, plus accumulated interest of $59,414.00, plus other loan

charges of $500.00, for a total balance due and owing of $334,914.00, with interest accruing

- thereafter on the unpald prln01pal balance at the contractual default rate of 12 0% per annum, o

until paid in full: Plaintiff is entitled to _]udgment agamst Defendants How1son Helghts Inc and

Timothy B. Howison, jointly and severally, for said amounts accrued and hereafter accrumg, ‘

. unnl paid in full.
24.'_ As a part of this foreclosure and incidental thereto Plaintiff has pa1d for

absttactmg expenses in the amount of $250 00 as it was entitled to do under the terms of the HH

Loan Documents and that said expenses are due and payable to Plamtlff with mterest thereon at

the contractual default rate of 12.0% per annurm, untll pa1d in full. Plantiff is entitled to .

_]udgment agamst Defendants Howxson Hetghts Inc. and Timothy B. How1son, Jomtly and

severally, for said expenses. .

25. ’As a part of this foreclosure and incidental thereto, Plaintiff is compelled to pay

reasonable costs. of collecnon, mcludmg, but not limited to Court costs and attomeys fees and

expenses in the 1n1t1a1 amount of $3, 500 00; and said costs, fees, and expenses are due and
' payable to Plamuﬁ in accordance with the HH Loan Documents Plamuff is entltled to Judgment

~ against Defendants ‘Ho.wlson_.Helghts, Inc. and Timothy B. Howison, _|omt1y and severally, for

said costs, fees, and expenses in the initial amount of $3,500.00, plus any additional costs, fees, |

and expenses thereafter _eccruing through the date of the final judicial sale in this action.
- 26. The HH Mortgages are now in default, subject to foreclosure, and should be
forthWith-foreclosed as Apr_o'vided by law; and the total amount.found due Plaintiff on Note 1

should be decreed THIRD priority liens on the above described HH Real Estate and

11
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improvements thereon, subject only to the first and prior mortgages of The Bennington State

Bank, dated June 13, 1997 and January 28, 2002, in the original principal amounts of $147,000
and $103,000.00, respectively. | |

Foreclosure; Redemption Rights; Other Relief

27. ©  That by reason of the matters above set forth, Plaintiff is entitled to have its HH
Mortgages foreclosed as a liens upon the above described HH Real Estate,- subject only to the
 first and prior mortgage liens of Defendant The Bennington State Bank; that some or all of the
Defendants, excepﬁng.The Benninéton State Bank, have or claim to havé some ﬁghf, title, or
iﬁterést in or lien on soﬁe or all of said Real Estate, but whatever rights said Defendants have in -
the HH Real Estate is inferior and subject to the_ first and prior lien of the Mortgages, and shéuld |
be so adjudgéd “

28.  Any Judmlal sale of the above-described HH Real Estate shall be subject to The
Benmngton State Bank’s first mortgages dated June 13, 1997 and- January 28 2002, in the
original principal amounts of $147 000 and $103,000.00, rcspectively; or, in the altemativé if
The Bennington State Bank elects to foreclose its mortgages, then the proceeds arising from' any
judIClal sale of the HH Real Estate shall be applied to a.ny amounts secured by The Bennmgton
State Bank’s mortgages before any Such proceeds are apphed to payment of Plaintiff’s -
_]udgments herein. ‘

29.  That Mortgage 1 does not cover .agricultural. lands or siﬁgle or twq-family
dwellings owned by or held iﬁ trust for natural peréons; that the mortg;igor a;gteed to ﬁholl&
waive the period of redemption as set forth in Mortgage 1; and that no redemption period shbuld :

be allowed to the Defendant owner(s) in accordance with K.S.A. §§ 60-2414(a) and 60-2410(e).
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- 30. | That by reason of the matters above set forth, Plaintiff is entitled to an Order
directing that the Security Agreement and correspondiﬁg perfected security interest in the
fixtures on the HH Real Estate and all of the HH Personal Pfoperty be foreclosed and décla.red as
a lien upon said collateral; that some or all of the Defendants have or may claim to have some
right, title, claim, lien, judgment, mortgage, or interest in thé f_n;(“tm;es on the HH Real Estate and
all of the Personal Propel;ty, but whatever rights these Defendants, with the excépﬁon of
Defendant The Benningto;l State Bank, have are inferior and subject to the prior liens of
Plaintiff, as set forth and estéblished under the HH Loan Documents and should be so adjudgéd.

| 31. Because of.Defendant Borrower’s default, Plaintiff .is entitled to immediate
possession of all of the HH Personal Property (except fixtures on the HH Real Estéte), and to an
Order of this Court adjudging and directing foreclosure of Plaintiff’s security interests therein.
Fﬁér, by the terms of ﬂle Security Agreement, it is provided that in the event of default,
Plaintiff may take posseséion of and sell said HH Personal Property (except fixtures on the HH :
Real Estate) to satisfy the debts to Plaintiff pﬁéumt.to Note 1. .

32.  Plaintiff asserts that the net proceeds realized from the foreclosure énd sale of the

HH Personal Property (except Jf;xtures on the HH Real Estate) should first be credited against the
amounts secured‘by Defendant The Benpington State Bank’§ first and prior liens tliereon, with
- the remaining proceeds thereof credited against thé money judgment sought on Piaintiﬁ’ sNote 1 -
hereunder, until paid in full; or, in the alterative, that the net sales proceeds from any such sale
be applied as may othervﬁse be agreed pursuant to é joint liquidation plan between Plaintiff Aand

Defendant The Bennington State Bank.
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WHEREFORE, Plaintiff prays for the following relief:
* A. That the Court grant Plaintiff judgment against Defendants Howison Heights, Inc.
" . and Timothy B. Howison, jointly and severally, for: (1) the principal ampunf of $275,000.00,
: Aplus accumulsted interest of $59,414.00, plus other loan charges of $500.00 “for a total balance a
| due and owmg of $334, 914 00 wﬁh threst accruing after September 19, 2012 on the unpa1d

principal balance at the contractual default rate. of 12. 0% per annum, unt11 paxd in full (2) late

. charges, abstractmg expenses (in the mmal amount of $250.00), advancements made for taxes

E and insurance, and reasonable costs of collection (in the initial amount of $3,500. 00 or in an
amqunt as _m‘a’y be subsequently determined and awarded by the Cou:t), both aqcrued and
“hereafter accruing, until paid in full; and (3) all other sums of fees, costs,-and e)ip‘e'nses (for items
such as insurance, appraisai fees, taxes, court costs, and publication fees) iﬁcm"red‘ by Plaintiff
and chargeable under the terms of the HH Loan Docuipenﬁ against the HH Real Estate ‘

: hereinbefore described, both accmed and hereafter accruing, until paid in full.

' B. That the Court enter its judgment-and decree herein. determining that the HH -

Mortgages of PIainti_t_’f set forth in th1s Petition be decreed liens upor all of saidlf_IH‘Real Estate,
' subject only to the' first and pridr mc)_rt’ga_ge liens of The Bennington State Bank, and ptior and
superior to any and all 4ri.ghts,.m0rtgages, judgments, possessory rights, clalms, and lieﬁs of all
other Deferidants in this action. -
" C. That an Order be .issued by the Court foreelosing the HH Mortgages of Plaintiff
forthwith. | - -
D. That the Court ﬁnd that the mortgagors under the Mortgages agreed to wholly waive :
the periodl of redemp_tion; and Order that no redemption period shall be allowed to the Defendant

owner(s) in accordance with K.S.A. §§ 60-2414(a) and 60—2410(6).
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E. That, if the principal and inferest found due Plaintiff herein i_s not paid within fourteen -

(14) days after the date of said judgment, an Order of Sale then be issued from this Court under
the seal thereof directed to the Sheriff of Saline County, Kansas commandiné him to advertise

: .and sell the HI—I Real Estate and fixtures thereon, in its entirety and not in parcets, without
_ - appraisément, according to lavy, and to apply the pfoceeds of said sale as follo\ys: |

FIRST: To the payment of the costs of thls action, including the costs of sale'

SECOND:  To the payment of all real estate taxes or assessments found to be due and '

unpmd on the real estate, if any; -

THIRD: To the payment of the Judgment amount with interest, fees, costs, and
o expenses found due Plaintiff pursuant to, the HH Loan Documents as-

described herein;

" FOURTH: To the payment of Plaintiff’s judgment lien anslng from Plaintiff’s Count '

H herein; and

FIFTH: . The balance if any, fo be pa1d to the Clerk of this Court subject to the
: - further Order of this Court.

- F. ' Any judicial sale of the above-descnbed HH Real Estate shall be subject to The

'Benmngton State Bank’s first mortgages dated Tune 13, 1997 and January 28, 2002, in the -

ongmal pnnclpa.l amounts of $147,000 and $103, 000 00 respectively; or, in the altematwe 1f
~ The Benmngton State Bank elects to foreclose its mortgages, then the proceeds ansmg from any

' udlclal sale of the HH Real Estate shall be apphed to any amounts secured by The Benmngton

State Bank’s mortgages before any such proceeds are appl_led to payment of Plamttﬁ’s liens set .

" “forth herein. .

G.  Plaintiff further prays that, from and after the SherifPs Sale, all Defendants,

excepting only The Bennington State Bank, and all ‘persons claim‘ing by, 'thtough and under
them be forever barred, foreclosed and precluded from setting up or clanmng any right, tttle,‘ .

interest, claim and hen of any nature, kmd or character, in and to the HH Real Estate above
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described, excepting only the right to redeem the premises as provided by law.

H. That, upon said sale being made and cohﬂrmed, and upon expiration of the period
of redemption, if any, the Sheriff be ordered and directed to execute and deliver to the purchaser
at the sale, or its successors or assigns, as the case may be, a good and sufficient Sheriff’s Deed
for all of said HH Real Estate; and that a Writ of Assistance issue out of this Court placing thi? o
grantee in full and complete possession of all of the HH Real Estate ,purqhased.at the Sherift‘;'s
Sale. | | _

1. Plaintiff further requests that m the event the HH Real Estate is abahdoned or
Ee_comes vacaﬁt, the Pla;mtiff, or its assigns, may secure said property to prevent waste. -

AR That Plaintiff be granted immediate possession of the HH Personal Proberty-
enumerated in the Securitj Aémment, - | | _

K. That the perfected security interest and lieﬁs of Plaintiff to the HH Personal
Property be ordered foreclosed and decreed as a lien on ail of said collateral, subordinate c;nly -to
the first and prior lien of Defendant The Bennington ‘State Bank. - .- .

L. That ﬁe priority of any and all c1¥1im‘s to _ihe HH Personal Property bétWeen
Plaintiff and any o.ther parties herein be determined By the Cqurt. -
| M.  That this Court issue an Or_der for the i)elivéry of Property or Writ of Special
Execution, as the case may be, givin'g Plaintiff posscssion éf the“ tangible HH Personal Property
described herein (_excepf fixtures on the HH Real Estate) in acco;dance With tﬁe terms and
conditions of the Security Agreement? and pﬁrsﬁant to Plaintiff’ s rights uﬁder the law, |

N. "I‘hat~this Court issue an Ordér for the Delivéry of Property or Writ of SiJccial

Execution directing the appropriate Sheriff to take possession of the tangible HH i_’ersonal

. Property (except fixtures on the HH Real Estate) as described above, wherev'er it may be, énd
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deliver the same to Plaintiff,

0. That the HH Personal Property be sold ,éccording to law, including- Revised
Article 9 of the Kansas Uniform Cémmer_cial Code and under the terms of the HH. Loan
Documents. |

P.  That the net proceeds realized from a foreclosure and sale of the HH Personal
Property (except fixtures on the.HH Real Estate) be Ordered credited agai.nst the amounts
secured by Defendant The Bennington' State Bank’s first and prior liens thereon, with the
remaining proceeds thereof crédited aéainst the_.money jucigment sought on Plaintiff’s Note 1
hereunder, until paid in full; or, in the alternative, that the net saies proceeds from any such sale
be applied as may othefwise be agreed pursuant to a joint liquidation plan between Plaintiff and
Defendant The Bepnington State Bank. ~ | .

Q. Plaintiff further prays for such other and further relief on Counf I as the Court
deems just, proper, 'and equitable. |

- . COUNTH . « .
(Against Timothy B. Howison, Melinda S. Howison, and The Howison Trust)

33.  On'or about December 30, 2008, for value received, and in consideration of a loan
in the amount of $77,800.00 made by Plaintiff, Defendants Timothy B. Howison and Melinda .
Howisdn made, executed and deliveréd to Plaintiff a Note (hereinafter “Note 2”), in wﬁﬁng, and
by the terms of which tﬁey promised and agreed to pay said amount in installments as &ated in |
Note 2. A true and correct copy of Note 2 with all endorsements thereon is attached hereto,
marked Exhibit H, and incorporated herein by reference and made a part hereof to the same
extent anci in the same manner as if herein set forth.

34, TYor the purpdse of sécm‘ing the éayment of the debt evidenced by Note 2,

Timothy B. Howison and Melinda S. Howison executed and delivered to Plaintiff a real estate
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Mortgage, in writing, dated January 9, 2007 (hercinafter “Mortgage 47), whereby they
mortgaged to Plaintiff all of the following described real estate located in Saline County, Kanéas,

to wit:

Lot Eight (8), in Big Valley Addition P.UD., in Saline County, Kansas, less a
tract more particularly described as follows:

Beginning at the Southeast corner of said Lot Eight (8), thence §90°00°00”W, on
an assumed bearing, along the South line of said lot Eight (8), a distance of 20.00
feet; thence N0°00°00”E, parallel with the East line of sand Lot Eight (8), a
distance of 255.58 feet; thence N4°17°21”E a distance of 126,82 feet to a point on
the North line of said Lot Eight (8); thence N72°48’40”E along said North line, a .
distance of 11.01 feet to a point on the East line of said Lot Eight (8); thence

50°00°00"W along said East line of said Lot Elght (8), a distance of 385.30 feet to
the point of beginning.

. Timothy B. Howison and Melinda S. Howison were at the time of the making, execution and
. delivery of Mortgage 4 the absolute owners of the above-described real estgte, free and clear of

j any other liens or encumbrances. A true.and correct copy of Mortgage 4 with all endorsements
thereon is attached hereto, marked Exhibit I, and is incorporated. herein by reference and, made.a
part hereof to the sa'mel extent and in the sgmé manner as if herein set forth, ’

35. Moﬁgage 4 that is attached hereto .as Exhibit I in the amount of $79,000.00,
together with interest and other charées, was duly filed for-r‘ecord in the office of the-Régister of
Deeds of Salme County, Kansas on January 10, 2007, in Book 1143, at Page 1188, in said ofﬁce,
and all taxes and fees, and in partlcular the registration fee required by Kansas Statute to be paid
upon Mortgages upon real property, were duly paid by Plamuff

36.  The debt evidenced by Note 2 is. further secured by a.real estate Mortgage, in
writing, dated October 17, 2008 (hereinafier “Mortgage 5”), from Roger K. Siemson and
Jennifer L. Siemson to Plaintiff, whereby i{oger K. Siemson and Jennifer L. Siemson mortgaged

to Plaintiff all of the following described real estate located in Saline County, Kansas, to wit:
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Lot Fourteen (14), Block Seven (7), River Trail Addition to the City of Salina,
Saline County, Kansas.

Roger K. Siemson and Jennifer L. Siemson were at the time of the making, execution and
delivery of Mortgage 5 the absolute owners of the above-described real estate, free and clear of
any other liens or encumbranees. A true and correct copy of Mortgage 5 with all endorsements
'thereon is attached hereto, marked Exhibit J; and i; incorporated herein by reference and made a
part hereof te the same extent and in the same manner as if herein set forth.

y 37. Mortgage S that is attached hereto as Exhibit J in the amount of $165,000.00,
. together with interest ahd other charges, was duly filed for record in the office of the Register of
Deeds of Saline County, Kansas on December 24, 2008, in Book 1184, at Page 401, in_ said
~ office, and all taxes and fees, and in particular the reglstratxon fee required by Kansas Statute to
be pa1d upon Mortgages upon real property, were duly paid by Plaintiff.

. 38. The real estate mortgaged to Plamtlff pursuant to Mortgage 5 was subsequently

conveyed to Defendants Timothy B. How1son and Melinda S. Howison sub_]ect to the

encumbrance of Mortgage 5.

39,  Note 2 is-also secured by a Security Agreement, in writing, dated May 17, 2007,

and a Security Agfeement, in writing, dated June 18, 2008, (hereinafcer, collectively, “Security

. Agreement'”), from Timothy B. Howison and Melinda S. Howison to Plaintiff, whereby

Defendants Timothy B. Homson and Melmda S. Howison granted Plaintiff a security mterest in,

among other things, all of their interest in accounts and other nghts to payments, inventory,

eqmpment, instruments and chattel paper, general intangibles, documents, farm products and -

sui)plies, government payments and programs, investment property, and deposit accounts
(collectively referred to hereinafter as “Personal Property”). A true and correct copy of the

Security Agreement with all endorsements thereon is attached hereto, marked Exhibit K, and
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incorporated herein by reference and made a part hereof to the same extent and in the same
manner as if herein set forth.

40.  Plaintiff has a perfected security interest in the Personal Property enumerated in
the Security Agreement as evidenced by the Financing Statement filed with the Kansas Secretary
of State on' August 1l,' 2006, a copy of which is attached hereto as Exhibit G (referenced in
Count I), and as eviclenced by a Financing Statement filed with the Kansas Secretary of State on.
. July 28, 2009, bearing ﬁling number 09726365 1 (collectively rhe “Financing Statements™),

41. Plamtlﬁ‘ is the owner and holder of Note 2, Mortgage 4, Mortgage 5, Secunty
_. -Agreement, and the Financing Statements (heremaﬂer collectively “the Loan Documents”)

-42.  There has been a default under the terms of the Loan Documents for, among other
things, the following reasons: (1) Plaintiff’s insecurity as a result of the payment default under
. Note 1 (referenced in Count I above); (2) failure to pay the 2010 and 2011 real estate taxes and.
 assessments on tlle real estate encumbered by Mortgage 4 and Mortgage 5; (3) failure to make
pa,rymen_ts on Note 2 v&;hen due; and (4) Plaintiff’s insecurity as a result of the foregoing

43.  Plaintiff accelerated the maturity of Note 2 on March 29, 2012 because of the
- aforesaid defaults -the entire principal balance together with mterest, fees, costs, and expenses,
is now due and payable and Plaintiff is entrtled to Judgment against Defendants Timothy B.
Howison and -Melinda S. Howison, Jomtly and severally, for the total accelerated balance,
together with interest, fees, costs, and expenses (for items such as msurance, taxes, court cos’rs,
and r)ubﬁcaﬁon fees) lncurred by Plaintiff and chargeable under the terms ol; the Loan

- Documents subsequent to the date of default, until paid in full.
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44, As'; of November 19, 2012, there remained due and owing to Plaintiff on Note 2
the principal amount of $52,578.22, plus accumulated interest of $8,421.21, plus accumulated
late chaiges of $528.61, for a- total balance due and owing of $61,528.04, with interest accruing
thereafter on the unpaid principal balance at the contract rate of 12.00% per annum until paid in

full. Plaintiff is entitled to judgment against Defendants Timothy B. Howison and Melinda S.

Howison, jointly and severally, for said amounts accrued and hereafter accruing until paid in full.

45.  That as a part of this foreclosure and incidental thereto, Plaintiff has paid for

abstracting expenses in the amount of $250.00 as it was entitled to do under the terms of the

Loan Doculhents. P};ﬁnﬁﬁ,is entitled to judgmeht against Defendants Timothy B. Howison and

Melinda S. Howison, jointly and severally, for said amounts accrued and héreafter accruing until
paid m full, -

| 46. Asapart of this foreclosure and.ir-\cidental thereto, Plaintiff is compelled to pay
reasonable costs of collecﬁoﬂ, including, but not limited to Court costs .and attorneys’ fees and
expenses in the initial amouﬁt of $3,500.00; and said costs, fees, and expenses are dge and

payable to Plaintiff in accordance with the Loan Documents. Plaintiff is entitled to judgment

against Defendants Timothy B. Howison and Melinda S. Howison, jointly and severally, for said .

costs and fees accrued and hereafter accruing until paid in full.

47.  The Bennington State Bank‘ is named as a party Defendant by virtue of its first
and prior perfected security interest in the Personal Property, as evidenced by multiple Financing
Statements filed with the Kansas Sec;etary of State, together with continuations thereof. |

48.  Mortgage 4 and Mortgage 5 are now in default and are subject to foreclosure and
should be forthwitﬁ foreclosed as provided by law, and the total amount found due Plaintiff on

Note 2 should be decreed a first and prior lien on all of said real estate.

21




49, - That by reason of the matters above set forth, PIaintiff 'is:' ' entttled ‘to have
Mortgage 4 ‘and'Mo‘rtgage 5 foreclosed as a_ first and prior lien upon the'ab.ove'described teal
| estate; that some or all of the Defendants have or claim to have some right, title, or interest in or
lien on some or all of said real. estate but whatever rights said Defendants have in the real estate'_ 'A
is inferior and subject to the first and 1 pnor lien of Mortgage 4 and Mortgage S, and should be 1)
adjudged. 4 ‘ »_

" 50. That the Mortgages do not cover agncultmal lands or smgle or two-farmly '
dwellmgs owned by or held in trust for natural persons, that the mortgagors agreed to whollyA
waive the period of redemptlon as. set forth in the Mortgages and that no redemptlon period
" should be allowed to the Defendant owner(s) in accordance w1th K.S. A §§ 60—2414(a) and 60-
2410@). © R

' 51. That by reason of the matters above set forth, Plamtlff is entltled to an Order'

dJrectmg that the Secunty Agreement and correspondmg perfected secunty mterest in the

‘ Personal Property be foreclosed and declared as a lien upon said collateml' that some or all of the -

Defendants have or may clmm to have some nght title, claim, hen Judgment, mortgage, or
mterest in the Personal Property, but whatever rrghts these Defendants with the exception of
Defendant The Bennington State Bank, have are inferior and sub_]ect to the pnor hens of
Plalntrﬁ', as set forth and estabhshed under the Loan Documents and should be so ad_]udged.

| 52. Because of Defendant Borrower S default, Plaintiff is entitled to lmmedrate
possesswn of all of the Personal Property, and to an Order of this Court adjudgmg and dlrectmg.
foreclosure of Plaintiffs secunty interests therein. Further, by the terms of the Security
Agreement it is provrded that in the event of default, Plaintiff may take possessmn of and sell-

said Personal Property to sattsfy the debts to Plaintiff pursuant to Note 2
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53.  Plaintiff asserts that the net proceeds realized froﬁ the foreclosure and sale of the
Personal Property should first be cfedited against the amounts secured by Defendant The
Benningfon State Bank’s first and prior liens thereon, with the remaiﬁing proceeds thereof
credited agaiﬁst the money judgment sought on Plaintiff’s Note 2 heréuhder, until paid in full; or,
in the alternative, that the net sales proceeds from any such sale be applied as may otherwise be

agreed pursuant to a joint liquidation plan between Plaintiff and Defendant The Bennington State
Bank.

WHEREFORE, Plaintiff prays for the foliowing relief:
. .A. With respect to Note 2, that the Couﬁ grant Plaintiff judgment against Defendants ,
Timothy B. Howison and Melinda S. Howison, jointly and severally, for: (1) the principal
amount of $52,578.22, plus accumulated interest of $8,421.21, plus accumulated late charges of
$528.61, fora totai balance due and owing of $61,528.04, with interest accruing from and after
November 19, 2012 on the unpaid principal balance at the contract rate of 12.00%, until paid in
qu;_ 2) iate' charges, abstracting expenées (in the amount of $ﬁ50.00), advancements made for
taxes a.nd insﬁ:rance, and Plaintiff’s reasonable costs of .collection (in the initial amount of
.$3,500.00), both accrued and accruing until paid in full; énd (3) all other sums of fees; costs, and
expenses (for items such as insurance, taxes, court costs, and publication fees) incurred by V
Plaintiff and chargeable under the terms of Note 2, Mortgégé 4, and Mortgage S against the real
estate hereinbefore described, both accrued and accruing until paid in full. |
| B. That the Court enter its judgment and decfee' herein determining that Mortgage 4 and
Morigage 5 set forth in this Petition be decreed a first and pribr lien upon all of said real estate,
prior and superi.or to any and all rights, mortgages, judgments, possessory rights, claims, and-

liens of all Defendants in this action.
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C. That an Order be issued by the Court foreclosing Mortgage 4 and Mortgage 5 of
forthwith.
D. That the Court find that the mortgagors under Mortgage 4 and Mortgage 5 agreed to
wholly waive the period of redemption; and Order that no redemption period shall be allowed to
the Defendant owner(s) in accordance with K.S.A. §§ 60-2414(a) and 60-2410(c).
E. That,if tile principal and interest found due Plaintiff herein is not paid within fourteen
(14) days after the da_te of said judgment, an Order of Sale then be issued from this. Court under
 the seal thereof directed to the Sheriff of Saline County, Kansas commanding him to advertise
and éell the real estate hereinbefore described according to law; and to apbly the proceeds of said
sale as follows: ..

. FIRST: To the payment of the costs of this action, including the costs 6f sale;

SECOND: Tothe payment of all real estate taxes or assessments found to be due and
unpaid on the real estate, if any;

THIRD - To the payment of the judgment amount with interest, fees, costs, and
. expenses found du¢ Plaintiff pursuant to the Loan Documents as described
herein;

FOURTH: To the payment of Plamtlff’s Judgment lien ansmg from Plaintiff’s Count
I herein; and

FIFTH: .. The balance, if any, to be paid to the Clerk of this Court, subject to the
: further Order of this Court.

F. .Plainﬁff further prays that, from and after the judici;al sale, all Defendants and a]l
persons claimiﬁg by, tbrpugh, and under them be forever Barrgd, foreclosed, and precluded from
setting up or claiming any right, title, interest, élaim, lien, and posseésc;ry rights of any nature,
kind or character in and to the real estate above described, excepting only the right to redeem the

premises as provxded by law.
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G. That, upon said sale be;ing'made and confirmed and upon expiration c;f the period of
redemption, the Sheriff of Saline County, Kansas be ordered and directed to execute and deliver
to the purchase'r at the sale, or its successors or assigns, as fhe case may bé:, a good and sufficient
Sheriff’s Deed for all of said real estate; and that a Writ of Assistance issue out of this Court
placiﬁg the Grantee in full and complete possession of all of the real estate purchased at tlle"
judicial sale. i

H. Plaintiff further requests that in the event the real estate is abmldoxie;d or becomes 4
vacant, Plaintiff, or its assiéns, may secure said property to pre\}cnt waste. |

| I. That Plaintiff be granted immediate posseséi__on of the Personal Prop;erty enumerated
in the Security Agreement. | | |

J. That the perfectéd security interest and lieﬁs of Plaintiff to the Personal Profxert? be
ordered foreclosed and decreed as a lien oﬁ all of said mllaterﬂ, subordinate only to the first and‘
prior lien of Defendant The Bennington State Bank. | -

K. That the priority of any and a‘ll-cla_ims‘t'o ﬁe Personal Property between Plamtlff and
any other parties hérein be determined by thé Court. |

| L. That this Court issue an Order for the Delivery of Property or ‘Writ of Special
Execution, as the case ﬁay be, giving Plaintiff pOSSes-sioniof the tangible Personal Property
described herein in accordance with the tpnhs and condi;cions of the Security‘ Agreement, and
pursuant. to Plaintiff’s rights under the law. |

M. That this Court iséue an 6rder fof the Delivery of Propefty or Writ of Special

- Execution directing the appropriate Sheriff to take possession of the tangible Personal Proinerty |

as described above, wherever it may be, and deliver the same to Plaintiff.
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N. That the Personal Property be sold according to law, inciuding Revised Article 9 of
the Kansas Uniform Commercial Code and under the terme of the Loan Documents.

O. That the net proceeds realized from a foreclosure and sale of the Personal Property be
Ordered credited against the amounts secured by Defendant The Bennington State Bank’s first
and prior liens thereon, with the rema.ining proceeds thereof credited against the money judgment
sought on Plaintiff’s Note 2 hereunder, until paid in full; or, in the altematlve that the net sales
proceeds from any such sale be apphed as may otherwise be agreed pursuant to a joint

liquidation plan between Plaintiff and Defendant The Bennington State Bank.

P. Plaintiff further prays for such other and further relief on Couht I as the Court deems

just, proper, and equitable.

Michael P. Alley, #19790 ~
Aaron O, Martin, #24170

- CLARK, MIZE & LINVILLE, CHARTERED
P.O. Box 380

Salina, KS 67402-0380 :
Tel. (785) 823-6325; Fax (785) 823-1868
. mpalley@cml-law.com

aomartin@cml-law.com
Attorneys for Plaintiff, Central National Bank
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HOWISON HEIGHTS IAC; TIMOTHY B. KUWISOH, AS PAES.. | CENTRALNATIONALBANK IPHITALS  ASP

BEC. & WOVIDUAL 4S4S 00 Loen Numb:

721 EAL STREET BALNA, KS 62408 . DateD8-04-2005 :

SALINA, KS 67403 Maturtty Date 03042008

foanAmount $ JIO95000
T . o 1of
BOPROWER'S NAME AND ADDRESS LENDER'S MAME AND ADDRESS
“I* lncludes anch bomowee sbove, kintly and severally. | "You" means the lender, ita succesaors and assigns,

For value teceived, | promise to pay to you, or your order, 8t your address listcd abova tha PRINCIPAL sum of HOUSAND ONE HUNDRED

FIFTY AND NO/IDG Ooltars ¢ 11015000
X Single Ad 1 will receive oll of this grinclpal sum on . ©3:03-2008 No additionat ne plated under tis qata.
] Mul6pte Advance: The principal sum shown sbove Is the maxi tof principal  ¢3n b unders this note. On
‘1wl zeceive the of g aad future principal advances ace plated.
CondiSans: Tha conditions {or fatce adh are

O open Eml Credits You and | agree that | may botraw up to lho maximum amount z:!‘*‘mnpd more \han one hme. This f:a!uu Is subject to
' all ather conditions snd explres on __*

O Closed End Credit: You and | Bgres that ) mw bom:w up 10 the muumum only one (lme (md subject to all om condtions).

INTEREST: | agrao to pay il on the outstanding principal bal from 03042008 attharawwof _____9220%
per year untl 08042007 . .
[ Vadable Rate: This rate may then changa as staced below, ’
@ mdax Rate: The future rate will bo L0600 PERCENT ABOYE tha lallowlnq Indax eate: THE WEEKLY AVERAGE IELDON U(TED STATES |
TREASURY SECURITIES ADLIUSTED 70 A CO}QAHT MATURITY OF ONE !ﬂ&
1 Ko ndex: The future rate will not be subjoct to any kntsrnal of ) indax, 1t will ba sniirely in yous control.
0 Frequency and Yhelng: The rate on this note may chaage 3 often a3 EVERY YEAR BEGINNING 06-04:2007 . .
A chanpe in tha faterest rate will take effect ONTHESAMEDAY .
0 Unitasions: During the tecn of this [oan, the spplicsble annust iaterest rate wil Aot be mare than % or less than
% The Fato may not changa more then % each -
Etfoct of Varfablo Rete: A change In the lntareat rata will have the follovma sffect on tha payments:
. 8 Tha af each scheduled pay will chang 0] The amount of the finsl payment wilt change,
a i .
ACCRUAL METHOD: & will bo calculated ona ACTUAL{36D hasix.
POST MATURITY RATE: | agraa to pay interest on the unpaid bdnnu of this note owing after maturkty, and until paid in full, as stated below:
D on'the same fixed or varisble rata basis in effect before maturity (as Indicated abave). : .

© IR ot amte equal to 12.00 PERCENT PER ANKUM .
[ LATE CHARGE: f » payment is enade More than 10 duy: after it is due, | agroe to pay & late charge of B.OOOX DF THEARTE AMOUNT
WITH A MIN OF $25.00

[} ADDITIONAL CHARGES: tn adkdition 10 interest, | agree to pay the foflowing charges which (B we U arenat included in the principal
above; DOC PREP “501”, VITLE WORK $378 .00, MORTGAGE RECDWG $48,00 MORTGAGE REG. TAX $264.00, FLOOO CERT !11.!!) .

PAYMENTS: t agroe to pay this note as folows;
3 SEMIANUALINTEREST PAYMENT OF $5160.76 ON 02:04-200T AND 17 MONTILY PAWENTSW $1,130.14 BEGINING mznm AND-{ BRLLDON PAYMENT OF 4106024 £3
0N 08-04-2008, THISISA 'M!ABLE RATE LDAN AND THE PAYMENT ALUDUNTS MAY CHANGE.
1

ADDITIONAL TERMS: .

A MNIMUM RTEREST CHARGE OF 926.00 APPLIES, ! ’ )

PREPAYMENT: | AGREE THAT IF AT ARYTINE DURING THE FIRST 6 YEARS OF THIS LOAN | CHOOSE TO PREPAY THE LDAM BY BERNANCE, THEM § XEREE TOFAY YU A
PREPAYMENT FENALTY OF 2% OF THE OXITSTANDIRG PRIVCIPAL BALANCE AT THE TIME OF. PREPATMENT. THIS PAEPAYMENT PERALTY APPLIES ORLY TO NOTES WITH AN
CHUGINAL LOAN AMOUNT OF $500,000 0 GREATER AND A MATURITY DATE BEYOND 1 AR

SECURITY: REAL ESTATE MORT GAGE DATED B42008 COVERKG LADIN SALINE, SAUNE COUNTY, KANSAS §7401. SECURITY AGREEMENT MTED 412008,

.
s

7.1 s:wmn'- This nate ks separstely secwed by [describe sepacate|  PURPOSE: The purpose of this boan iy WORKING CAPITAL
decument by tvpe and datel: - '

* | ANY AND ALL SECURCTY DOCUMENTS EXECUTEDEY BORROWER TOCENTRIL ° | SiGATORES: 1 AGREE TO YHE YERMS OF THIS NOTE (NCLUDING

NATIONAL BANK I THE PAST, NO'W, OR [N THE FUTURE, THOSE QN PAGE 2). | have teceived & copy on today’s date.

(T seckion ke for your Interrel wsa, Foturs 99 flst & svgarate sacarity SOCHL Goes ROt rmaast the
wmlwlmmnhh otad

Signature for Lender i

UNIVERSAL NOTE ‘ " -
G € 1524, 1931 Banbars Sysawma, koo, 3t. Chud, MN form UN 3472002 . Gpetold




o wmn, TRANSACTIDN

I
!

DEFINITIGNS: As uled en pege 1.|-m- ans the tarms that apply to
this loan. "1," “me" or *my" means each Borrowar who signs this note
and each other person or Jegal enlity fincliding guersntors, endo«sers.
and swetles} who agraes to "'J this note (fogethet refetred to as “us™).
"You" ‘or "your® moans the Lander nndhsumoﬂ ?ns

CABLE LAW: The taw of lhe wtate in which you ae cau;g \ml

You wil not be nable tot the dishonor of any check when the dshonor
eccurs because yoli aet off this debt against 2ny of my eccolints. 1 agree
to hold you harmléss from say such claima nrmnu as, a result of your
exercisa of yaur right of set-otf.

REAL ESTATE OR. RESIDENGE SECURITY; {f this now i secured by feal
estate of a residence that is onal ty, the existence of & default

govern this aote. Any tarm of this, nota which is contrary to
law will not be effective, unless tha law pesmits you 3nd ma to agrea o
such’ & vaciation. If any provision of this agreement cannot be enforced
according ta its terms, thiz fact will not affect tha enforceabllity of the

der of this agr Ho wjddification of this agreement may bo
ﬁ“ withgut your express wiittess cansent. Time is of the exsence in

agrELant.

cnmmssnous OR omEn ambnmnou- understand and agrea that

Hes 25 pat of this note
wil invalva monav mﬂned by you & paid bu:l; to you as commissions of
othey remuneration.

personial proper

and your for such o defeuit will be determined: b&ap-prcable
law, by the termi of any

Interest and, to ths extent not pfohlblled by taw end not “contrary to tha
terms of the sepacate sqcumy tinstrument, by the °*Dafaalt® dnd
“Remedies” patsgraphs herein,d .

n dafauttif any éne ar mare of the fellowing aceurs (1M
il to make a psynient on time or i the amount due; (2) | 1all to keep tha
property insweed, Hiraquired; (3] | fall t0 pay, or keep any promise, on any
debitor agreementd have with you; (4) aay othet creditor of mine attempts ta
colfect any debt | owe him through codrt p {5} L die;am
incompetant, make:en e3signment. for ths benefit of greditors, of bacoms

fn nddmon. 1 understand end agree that some other to third
pertics &s part of this note may alsa lavolve money tetained hy you of
ga(d back 10 you &3 lons orjother

'AYMENTS: Each payment { meke on thi
amount { awe you for charges which ate &
The T each t will then
and then unpald pmelpal o you andl sgres
ouf epf

i3 foan
te. Any
d payme;
Ent, you

S note will first reduca the
\either (nurm t\osdpnndpd

10 & different apphication of
06 this note, | may prepay a
without penalty, unless we
pactial prepayment wi not
1t untdl this aote by paid in full
and 1 egrea In velting to the

g unaid fiom time
principel in mare than ons
13t only when | receive the
note at any given time d\:g

part of, or the enhre h-um;gi of
specify 1o contrary on
excuse or reduce sny later achedu!e
{(unlfass, when I maka the prepaym
contraty).
WTEREST: Intarest
1o 1me, untl pald in full, lf l rec
advence, each advance witl atart W
advence. The interest ata in sffag
‘ztou\aenﬁrepﬂndnl adve
anything to the conirary, [ do not dgree to p
charga any tats of Interest that is higher
Interest you could charge under ep;‘hcuuu Ia
that Is agreed to here [either before or afid
laterest scccul is sent and ts in eftor, we agrea 1o comeet it,
and if you actually collect rore kiterest then allowed by law -nd this
sgrosment, you agvee to refund i 1g me.
WDEX BA' dex will setva only as 3 Gevica for setting dw tate on
this note, You do not puarantss by selectig this lndex, o the wargin,
that the rate on this aota will be the ssme fate you chasge on any other
faans o1 class of loans 10 me or athér borrawers,
ACCARUAL NETHOD: The semeunt 91 Interest that § vill pay on B3 Yoan
will be calculated uting the interest rate aid acerust method stated on
page 1 of this nate. For the purpose of inty -I‘B!! wuuhlion, the sccrual
will d tha of days in a year H no nculfn]
e any thod for

calcutating inte: . .
POST MATUNTY RAYE: For run‘pous of decidng when the “Post
Mamurity Rate” tshowm an wppliss, the term “matudty™ means tha
date of the last schedule paylncn: indicated .on pags 1 of this nota ar
“}ﬁ xou ocelerate pa em aon the note! whichever is earfier,
SINGLE ADVANCE

give the
oarn inte:
t on this]
inced at

PR3

that time, Notwithstan

ay end you do nol intend to
than the madmum rate of
v for the extension of credit
¢ mnu“rltv). It lnv notcs of

melhod s uuted. then you may !

LOANS: is a single sdvanca loan, you and |
expact thet wl make’ on ont advance of principal. Howevar, you
may add o you make any payments

in ﬂ\c 'PAYMENTS "BY I.ENDEIgdpuraonph belaw.
WMULTIPLE- ADVANCE LOANS: If this Is & multinle-sdvance losn, vou and
expect that you will make more thaa one advaace of prntipal, i this i
d ond cmit. vamvhg a pen of the pn Incipel will not_ enmle mo ®

PAVISTS BY LENDER: If you .‘u authotized 10 pay, on my behal,
charpes | am obigated to pay (such m:l propesty

{elther b my ities exceed my dssots of | am unablé to
DAY thy debis as thay bacome due); (6) t make any veriktan statement oc
provide sny financial information thatlsubtruaot inaccurate attha time it was
provided; ('m doorfailto douomzd\l which causes you tabelieve thatyou
wilthave dif ﬁwltyténmng tﬁumount lowe wﬁlal anycoliataral m“l;e

thixs n&tﬁs t:sodu\ )

& legdl aul 3 (9 1 omvn or assume en additiqnel nama

withoulﬁmnohfv(n au befors meking such a chanze: 110) 1 fal 20 rlan
etemdharvcs\vopsh susonifhm lg«:&fcémim, {1 l-\y

of 8 P that wdl

of hfohly aradible l’and or ta the :nnvnulm of wetlands 1o produce sn
améc,glgml commeodity, as turther explained ln 7 C.F.R. Part 1840, Subpart
REMEDIES: 1 1 am In defautt on this nots you I\nu, but sre not limited to,

the following ramadios:
You mayd  of all | owa you under this
note {principal, acctued unpoid interest and other accrued charges).
12} You may &2t off this debi against any, right | have to the payment
of money from you, sibjct to the terms of ‘thé “SetOff"

: graph hérein
19 Q:u may dcmnnd eacurlty, additionsl or
lo be cblgated to pay this note es a condition for not Lsing ay

14) Y«:‘ naavmm to moke advan::u to me or sllow purchazes on
credit by me,
{5) Yoa muz uso eny remedy have undes atate oriedeml law.
By safecting any one ot mars of these ume&u yau do
right to later usa any other ramady. By waving your right 1o declare en
event to ba a defeult, yau do aot walve you: t to laterconsides the
event as a dafault if it continues ar hapnens agein.
COUECTION COSTS AKD ATTORNEY'S FEES. Vagreato rny 2% coats ot
collection, sepleviator any other or ‘Gmilar type of cost if § am in defautt,
In uddnon. |l h!te an attornay to collect this note, | also agres ta pay
lnv l with such attomey p(us ooun costs (axcept whers
Br Ig Iaw}. To tho extent the Umud Btntes
ankmplcv bd9 Palso oqree 1o pay veason ettorney's fees and
tosts vou incur to coliect this deot &s lvmded by eny eoun uuuslm
Ws&n&m the Baakruptey Cade.
AIVER: | give 1up mvnghwuuqurroyou todooena!nlhlngs 1 wift not
tequite ynu to:

T Lats

Py ALt anat X

e {

1} ¢
12) obmn eﬁidd c«nﬁcaﬂon of nonpayment Iproiwﬂ.
|3l E:ﬁ notica that smounts due have net been pud {notice of

[ wdve l?\?f defenses { have based oa turnmhp o lopakment of

OBqu'llONS INDEPENDENT: | underatand that I must pey this nota
even if somacne olst hes elao agresd W0 pay it (by, for example, signing
this 1orm or & separdte’ guaranteé or endotsementd, You my sue me
alone, of anvune else who is cbigated on this nots, or any rumbar of us

then you may treat those payments s By you es advances and add

them to the uapaid pincipal under this fote, of you may demand
lmmecfna payment of the chargss.

-OFF: | agree that you may set 4

. lhn note against any right § have to

. Fight to recelve money from you
{1} any deposit account bslsnce

{2} eny monoy owed to ma on

o¢ coll

ot
{3) any porch t ar
*Any amount dae and payable
emeount of which you ara entitted td
this note at the time you set ott. Tl
date for which you propearly ncceles.
H my right to recelve monay fror

if any ameunt dus end psyable under
ece{ve money from you,

" means:
have with you;
an item :dncnted 10 You or in your

athes it oblugahen.

 under this nots” eeans the total

demand payment under the toms of

his total inckides sny bllanee lhe dus

8 under {this note.

n you |s glse owned by someone wha

has nat agreod to pay this note, yout tight of set-ofl wik apply to my
Interest in the abligation and 1o any other amounts { could whhdeaw on

- my aols request of endorsement, Your ﬂghllof sat-off doea not spply to
on aceolmt or other obligation | where gy rights ace caly as »
represantativa. it ofse doss not japply to any individual Retirement
Aceount or other tax-deferved relicement account.

o

. 10 ect this nots. You ‘may do 0 without any nofice that it
has a0t been pald’ inotice of dshomx) You mav wrﬂ\out notico telease
any party to gther party. if you

up sy of your liqms. with or wuhnut notice, It wll not affect my dutv to
pay this note. Any extansion of néw credt te any of us, or renewal of
thia note by ell or fess than ol ¢f us will not release me from mxduw to
gay i [Of course, you are entitiad to only one payment in full

that you may at yous optian extend this nots or the debt represen

this note, or sny portion of the note of debt, fram time to time vmhout

of the note, | will not mlm oy abhgaﬁnn under this egreament without
upan Y
[i mav deem necessary, .| warrent
that the financlal smmmems and In
gven by del‘veuna it or by mulhnq lit by first class mofl addressed to me
(urm
tyumaimaitﬁ'st class to your address ats onpage 1 o

limit or notice and for aay term without afiecting mT‘ Hahility for paymnent

Wrm wiitten approval, .

¢ CIAL INFO &MAT!ON. \ sgree ta o a0y

ormation § pmv!de 15 you ste o witl

be ummc, correct and complete,

ROWICE: Unless othorwise nd by law, any notioe to me shall be

at my last known gd curfent addess Is on page 1. | agres to
in wdtlng ol aay :xanoq in my address. ) will givo any n'oﬂea

urement. of t0 any other address that you have designated.

DATE OF PRINGIPAL

ADVRNCE
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Céntra! National Bank
Loan Mod:ﬁcatlon Agreement -

‘This agreement relales to Loan & Qesﬁ Orlglnally Dated:  B/412006
- Borrower(s); How:son He cights, inc. - . This agreement dated: 11172007

s "’2

Timothy B. Howison MaodificationFee: - §  150.00

Def‘n.ﬁons- As used in this agreemeant. the term " means the: Borrowet{s) named above; *You” means tha Lender named
. W&m “Criginal Obligation™ means my previous agresmant ko pay you money (referred to nbovaby l.oan Number and
ongml date), and gny related agreements such a3 v security egreement.

By entering into this agreemen! we are momlytng one or more of the following terms of conditions of
the originat obligation:

. Maturity Date: T Bves Beo
- Modification: _ :

PaymentDate: -~ [Jves No:
Modification; - '

- interestRate: . [Jves [
Modiﬁcaﬁon: )

AmountiCredit Linet  [Fves it

~ Modification: Allow a one-time advance of $40,150.00, mal@g the cusrent balance $150,300.00. 'mfs advanoe

lncludes the mod fee,

c:onatera!lSewnty' EYes (™
‘Modification; Add a Rea) Eslate Mortgage dated 1!1712007 as addmonal collateral,

Reason for Modiﬁcaﬁon: vaide additional funds to eet siand pipe.

This agreement do&m in any wmy. salisfy or cancet moedgml obtigation. Except as specificaly -mmdedbw_ﬁis'aqmmntaﬂoﬂm
. lorms of tha ariglnal obligation remain n effect. This means and incluks, bit 1s not fmited 17 (1) Property which sacures the original - |

bpaymhanymyﬂnodglmloﬂngaﬁon(mammm mm:mm)nmhmnwelormhwmum
_Yowe you &3 amended by this sgteement. Hyoumqukemomembﬂsmdemnbyanyaddmlm |ugmebobiansud:
wnunhmdh\uwnmaaqmemw!mtbeeﬁm?hemiundobhkmd (3) Any post maturily interest rato provided for
. hﬂwuighalnbligaﬂon(umplnwm&dtwﬂ)ﬁaﬂmb&nbnﬂymmuwumﬂh
meorigha{ehllganonasamendedbymlsagreemem (4)Youwwnotbemspcnsmlehm|erexlmdﬂnepaymmmaaadbylh.s

-scheduled. (5) All provisions for defaul, remedies, attomeys' fees (Y any) ¢lc, remala ineffect {6) My responsibiity Gf any) bo provide
hsurance onlhepmpertywhhhmmemg{na!ubﬁgarbnofany)umnremdnhem Howeaver, the term of such insuranca policy
wllnotbae:dendedbcmenny&dd‘ﬁmalmmsdﬁngmms ent uniess contrecied for and sny additonal promium s pald.
{7) The teem for any Credi Life andlor Disabity Insurance ges purchased in connection with tha original obigation wil nolbé
extendsd for the additional term provided for in this agraement uniess contractcd far snd any sddfional peemium pald. (8) This document,

‘.pqdwwm‘om«mnaqmmdmgam&mﬁm pression of the ag {batween tha parlies. This document may
nat be contradicted by evidence of prior of contemporanecus oral agreements of the parties. ’

i [50.00
34.20b
us,
15000
265. 1

nbhqaﬁmw!cnnhmbmmymmpmsﬂwbmwuesamen&d by this sgreement (2) AR parties who have a responsibidy -

 sgreament of any cthar scheduted payments. &l other tcheduled paymcnts ot effected by this agreament shall remain dus ns previously -

PES.




Central National Bank
Loan Madification Agreement
This sgreement relales toloan#: _-@iBas11 Originally Dated: __8/4/2006

This agraement dated:  7/2012007

Bomower(s): Howison Helghis, Ino.

Timothy 8. Howison Modification Fee:
Deflafions: As used in this agreement, the tem 1" means tha Bonowei(s) named above; “You" means the Lender named
above; “Original Obligation™ means my previous egresment to pay you maney (rafarred 1o above by Loan Number and
origlnal date), end any rekied sgreements Such as g socurily agreoment.

By entering Into this agreement, we are modifylng one or move of the following terms or canditions of
the original obligation:

Maturity Data: Oves s
Modification; '

Payment Date: Cves Hno
Modification:

Interest Rate: Oves Epo
Modification:

AmountCreditLine: [} ves [
Modification: Increass from $150, 300.00to swo.aoo.oo

Callateral/Security: Oves Fno
Modification:

Reason for Modification: Increase loan amount,

]

This agreement doos not, in any way, satlsfy of cancel tha original oblipstion. Excapt as specfically amended by ihis agreement, aX other
toms of ihe original obligation remain in effect. This mazns and lnchudes, but is nol Emied to: (1) Properly which secures the originat
obligation wil continue 1o secure my total responsibitily Yo pay you s amended by this egreement. {2) All parties who have a respansibiity
fo pay you fn sny way the origleal obligation (lncluding any co-makers, endorsers and guaraniors) remain responsiule Tor e total amount
1 owe you a3 emended by this 2gieement. If you require the consent 1o this extension by ary sddiana) pasty, | ageoe fo obtain such

consent, #nd this extansion agreamment will nol ba stiective i the consant ks not obtakied. (3) Any post maturity inferes! rale provided for

inthe oﬂglml otfigation fexcept as spacifically contracted far here} shalt now begin 1o apply afier the last scheduled paymem af the

. the original obligation as amended by this agreement. .{4) You will nol be responsible [o further extend Iha paymens affacted by this

agreement or eny other scheduied paymants. Allother scheduled paymants not affected Eyﬂkagmmm shall _temain due as previcusly
scheduiod. (5) All provisions for defaull, temedias, attomays' faes (if any) ete, remain in affoct. {6} My tespansitiity (¥ any) to provide
insurance on the propenty which secures 1he original abligation (N any) shall remain In effact. Howevat, the tam of such insurancs policy

" will not ba extanded to cover any addifonal term tresulting from this sgraement undess contrectad for and any additionet premium (g pakd.

" not be comradictad by evidenca of prior or contemporaneous oral agreoments of the parties.

(7) The tem for.any Credit Lifa and/or Disability Insurance coverages purchased In connaction with the original obligattan will nat be

extanded for the addlonal tarm provided for fn this agreament urdoss contracted for and any edditional premium paid, {8) This document, .

together with ather wiitten agreements of the parties, ks the final exprassion of the agreement Betweon tho parties. This dacument fay




;?a&?“‘m
L:an Modification Agreement '

Central National Bank
This agreement relates toLoan#: _ QUNE5311 Originally Dated:  8/4/2006
- Borrower(s): Howison Helghts, (nc. “This agreement dated:  9/26/2007
Timothy B. Howison Moadification Fee:

Definlons: As used (n this sgresment, the term “1* means the Bomowes(s) named above; “You™ means the Lendar named
ebove; "Origlnal Obligation” maans my previcus egreement to pay you monzy-(refemred to ahme byinaa Numberand =
arlginal date), and any related agreements Such a8 3 sacurity agreemant. ool

By entenng into this agreement, we are modifylng ona ar more of the followlng letms or conditions of
the ariginal obligation:

Maturity Date: Oves Flno
Modlification:

Paymant Date: Oves @
Madification;

Interest Rate: (Iyves @vo
Madification:

AmountCreditLine:  [Tves [lno
Modification: Increase from $180,300.00 1o $210,300.00.

Coﬂataml!Secuﬂfy: Cves Bwa
Modlﬁcaﬁon'

Reasan for Modification: Addiﬂonal business expenses.

This egreesment docs not, k1 any way, satisfy o cancet the origihal obligation. Except as speciicatly amteaded by this sgroement, e other
tems of the ofiginal obligalion remain i effect: This means and inchudes, but is not fimited f (1) Propedy which secures the eriginal
obligation will confiaue 0 ecure my lotat responsitilty to pay you as amended by this agresment. (2) All parties who have a responsibilty

fo pay you in any way the original obligation (inchuding any co-makers, endorsers and guaraniors) remaln responsible for tha total amount.

1 owo you a3 emended by this agreement. It you requise the consent o this extension nyanynddlionalpally.lagmh otitaka such
consent, and thlsenanslmag'eemmwm ba effaciive ¥ tha consent is not obfatned. (3) Any post maturty intarest rate provided for
In the originzl oblgation (except es specifically contractad for here} shall now begln to apply after the last schediled payment of the -
the odginal obligation as amanded by this agreement. (4) You will not be responsible 1o further extand the paymenis affected by this
agreemant oc any othar schieduled paymants. ARother schedufed payments not affecied by this agreement shall rematn due &3 previousty
scheduled. (S) AX provisions for defoult, remedies. sitomeys® fees (If any) efc. remaln in effect. (8) My teaptmalbliky (if 2ny) to provide
Insursnca on the property which secures. the originel obligation (if any) shall remaln in efiect. However, the term of such insurance policy
will not ba extended to cover eny edditional teim resuling from this agreement vnless contracted for and any edditional premium is paid.
{7} The term for any Credit Lifa andjor Disabilily Insurance covarages purchasad kn connaction with the ardginal obligation will not be

extended for the additional tenm provided for in this agresment unless contracted for and ny edditions] preralum pald, (8) This documerd,

together wkh other vatiten agreemants of the paries, Is the final expression of the ag nt belween the parlies. Thisdouunmmay
not be conlradicted by evidence of prior ot eontemponmous orul agreaments of the parties. A%

epresenyative Signature




Central National Bank

Loan Modification Agreement
This agreement relates to Loan#: QGO - Originally Dated: - 8412006
Barmrower(s). Howison Heghls, Ino : This agreement dated: 12!2812607
Timothy B. Howison ' ] Modification Fee: .

Defintions  As used n s agreement, the tom 7 means tha soi:weltn) named sbove, "You® tncans the Lender named
tbove, “Original Qblgelon® moans My provious agreestirtlo pay you meney {refered 10 3bove by Loan Number and
ongnat date), and any relatad agroements such os a secunty agreement

By entermg into thus agreement, we are modifying one or more of the followlng terms ot conditions of
the onghnal obligation; i _

Matunty Oate’ Oves o
Moedification:

Payment Date: Tes Nc;
Modification:

Interest Rate: Ores Fue
Modification: .

Amount/Credt Line; fes (o - -

Modification: Allow 8 one-time advence of $25.000.00, making the curent balance $235,150.00.

ColiateraliSecurity: Oves Fno
Modification:

Reason for Modification: Additional caplial expenddures

This agresmart does nol, , any way, s2lisly or cancel the onginal obhgation Except oy speqﬂqsuyamended by ttus sgreamend, alf other
torms of the onginal obligation remamn m effecd Tius means and includes, but 18 netinndad fo (1) Property which secures the angmal
obligation wil continuo {0 secure my tola) responsiiddy 10 pay you as amanded by this agresment (2) All partias who have a rasponsibildy
10 pay you in any way the original abhgation (mckxding any co-makers, erdocters end guarantors) remam responsthle for the total amount

| owe you &s amended by ¥us agreement [f you requice tha consant fo this extenslon by any addional party, 13gree to otk sicch
cotsent, and this extenson agreement wil not be éffective i the consent is ol oblamed  (3) Any posi mafunty Intarest rate provided for
in the angnal oblgation (except as specifically contracted for here) shatt now begin to apply afler the last schaduled payment of the

the orginal obiigabon 85 amended by this agresment (4} Youwill not be responsibia to fucther extend the payrmeats affacied by this
agreemant or any ather scheduled payxente Al ather schadulad payments not affecied by this agteement shall reran dus as prowously
schedulad (5) AR provaoqs for dataull, ramedies, stomeys' fees (Ifany) etc reman m effect {6) My responsibilky {{ any) to provide
tnsucance on tha proparly whnch securas 2w snginsl obkgation (K any) shalf remaln in affoct However, tha term of such aasurancs polcy
will nat be extended (o cover any addional term resulung from tiws agreement unless cortracied for and any adddeonal pranvum s pad
{7) Tha term for any Credi Life aqdior Dsabilty Insurance coverages purchased In conneclon with the anginal obhigaton will not be
axtended for ha addibonat farm provded for 1 Uus agreement uniess conmted for and any adddonal peemm paxd (3) Ths document,
togetherwith other witien sgreements of tha parkes, 1s the Bnal expression of the sgreement between the pales This document may
ot be contradicied by evidencs of prior of P cralag nis of the parties :
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Central National Bank

Loan Modification Agreement
This agreement lelaté foloan# _ GWERG911 Criginally Dated: | 8/4/2008
Bomower(s): Howlson Heights, Inc. Ths agreement dated:; __ 913012008
. Tumotity B. Howison - Modification Fee:

Definbons As used i thus egreoment. the am *i* means the Boower(s) mnndabova.'Ym‘mmm.LsMermmed
above, "Onginal Oblgation” means my previous agreemant o pay you money (reterred t ebova by Loan Numberand
ongmal dafe), and any relsted ag: nts suchas a

¥

By entering into this agreement, we are modifying one or mare of the following terms or conditons of
the onginal obligation:

Maturty Date: Adves Ono
Modification® Extend the matuﬁty date from 8/4/08 fo 3130{09

Paymenl Date: . ves 1
Modificstion: Extend the payment due dale to 3/30/09.

Interest Rate: ves Clwo
Modification: Change to 8.83% fixed.

Amount/Credit Lines Eves (Ine
Méadtfication: Allow a one-uma advance of $39 850,00, making the curmrent balance $275,000.00.

CollateralSecunty: Oves l No
Modification:

Reason for Modification: Renewsl and increase.

This agreemont does nal, 1 eny way, satsly orcanco!l the ooginal obligation  Except as spacifically amended by tius agreament, alf other
terms of tha origlnal obligation remaln meffeat  This means and includes, butis nat Emded do (1) Proparty which seqwes the ongnal
oblgabon wit continue to securs my fatal responsibildy to pay you 85 amended by thss agreamant. (2) A patties who have & responsiilllty
1o pay you in sny way the oagmal obigaton (nchidmg eny co-makers, endorsers and guarantors) remain responsiblo for the total amoun
1 owe you as amended by this agreement  f you require the consent tg this extension by any additions! party, 1 agres to oblaun such
consent, and ths extension agreamant wil not ba effactive f tha consent fs not obtamed (3) Any post malurlty interest rate provided for
hﬂwongmlob"gatnn(oxcep!ulpecmmmedhthem)daﬂmbeéhmsmaﬂermhnsdﬂddadmdlhe

the ongmal obligaton as amend t by thig agr {4) You will not ha responsible 10 further axtand the payments affected by tus
agreernenl or any other scheduled payments A other scheduled payments not affecied by tws agreement shall remain dus As praviousty
scheduled (5} Al pravimens for default, remedies, etiomeys’ faes (f any) elc. renian meffect (8) My cesponelbdty (if any} to provde
msurance on fe propeity which secures the onginal ablgation (f dny) shall remetn mn effact. Bowover, the term of such msurenca policy
wii not be extended ta cover eny addtonal term resultng fom s Agreement wless contracted ko end any additional premum g paid
{7) The term for any Credt Life andlor Disabitty Insuraacs coverages purchased kn connecyon with tha onginal oblgation will not ba
exterded for the adddonal term prowded for ;m s agraement unless contracied for and anf addlonal premium peid  (8) This documant,
together wih ctfier wiftten agroaments of the pariies, 15 the final expression of the agreament befwear the patties  Tivs documant may
not be contradicled by evidence of pror o contemporaneoys ofal agreements of tha parbes

er Represeftative Signatite
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Central National Bank
' Loan Modification Agreement
This egreement refates toLoan # _ w811 Oiginaly Dates: ' 81412006
" Borrower(s): Howison Heights, Inc, - This agreemem dated. 4/20/2009
Timolty B. Howson, As PresfSec., & Individugl Modification Fee: ‘ ‘ L

' Detinltions: As usedmﬂﬂsaqmemem,m tann'l'mea:slhe Botrowet(s) named above; "You® tneans the Lendsr named

abave; "Originat Obligalion” means iy previcus agreement to P2y you money (vefemd 1a ebove by Loan Number and -
original date), and any rektad agroemants zuch as a seumlylgreemem. .

By entefing Into this agreemen, we are mod?fymg one or more of the following terms ar conditions of
the original obligation: . )
Maturity Date: . FYes

Cro
. Modnﬂmhon Exiend ma(unMata fmm 3/30/2008 to 4I29/2010
: Paymenwate- e (e -

Modification: Change payment date to 4/20/2010,

InterestRate: ves Ow
Modificalion Change Interest rata to 7.15%.

Amourl!Credu une:  [Cves E] No'

K Modiﬂmhon‘ $275,000.00.

CollatemlISewrltr Oves Bno
Modification: N

) Reaéon for Modification: Loan matured,

This agreament does not, m any way. saksfy o cancél the origina! ctligaton. Exoept is specifically smendad by this agreement, all other
ferms of the ongraal obigatian remain n effect. This means and tncludos, butts ned tvited o 1) Properly which secures the originsd
oblgabon will eaalinug fo secure my fotaf responsibiity fo pay you as emended by Urxs agreement. (2) AN parbag who have a responsibikty
to pay you In any way the onginal obligation (lncluding any co-makers, endorsars and guarantors) reman fesponsiola for the tatal amount
( awa you as amended by $us agreement. llmmmhmmhmmmhym:ﬁﬁompaw laqmtnoumm N
consent, and this axtension agreemant wall not kg blactive if the consent 1s not phtaned. a)mypuimawmmslmtepmvbedbr
I tha ariginal cbigation (except a8 specifically contracied for hend) shall now begm 1o apply efter the last scheduisd payment of the

. the origial obiigation as amended by Uus agreement. (4) You will not ba responsibla o further extend the payments effected by this

agroement of 20y other schaduled payments. All other schoduled payments not afiected by this sgreemant shall cemaln due as previoustly
sthaduléd, (5) Al provisiona for default, remedles, sttorneys® feas (f any) atc, remaln Jn effect. (B)Mympombﬂy(lw)lopmvde
msurarice on the property wiwch sacures tha onginal obfigation {if any) shall remam n effect However, the term of such insuranca policy -

“will not be extended to cover Bny edditions) teftn resulhing fom this egreement utiess contraclad for and any addiional pramiom i pald

{7) Tha tonm for any Credt Lifa and/ar Disabiry tnsurance coverages purchased i cancection with the oxiginal obiigation wi not be -

. a:aendedhrlheaddimnalhmpmﬂdedforlnﬂ\hagreamenturﬂes:nonlnchsdbrand:wadddnxmlmmpnﬂ (6) This document,

fogether with oiher wfitan agreaments of the parbes, uﬂntmlem&ﬁondhwmnlmwpames. ‘msdownemmay
hot bo wmdchd byevndenca of pdor or cortemporaneous oral ngreemsnu of lhe parties

tative Signature




. Central Nationa! Bank

Loan Modification Agreement
This agreement relates ta Loan#:  SGO11 Originally Dated: __ 8/4/2006
Borrower(s): Howison Heights, fnc. . " This agreement daled: _7/18/2010
Timothy B. Howison . ' Modification Fee;

Defintions. As usad i3 this agreement, the ferm *3* means tha Borrower(s) named abave, “You® means he Lander ramed
above; “Origlnal Obligation® means ry previous agreament bo pay you money (refemed (o ahove byLoan Numbetand - bl
, onginal date), and any retated lgreements suchesa securﬂy egreement . . . - o TR

By entering into this agreement, we are moddying one or more of the following terms or conditions of
the onginal obligation: .

Maturity Date: | @ves Ono

Modification Extend malurily date fmm 442912010 to 12/15/2010,

Payrmnt Date: 2] ¥es D
- Modification; Change from Single Pay {o Interest only payments. Nex! intarest payment wilt be 9/1/2010 and
at Maturity. daxe 12/1 5!2010 tnterest and principat will be collacted.
Interest Rate:
Modlfication Change mlerest rate {0 6 56%

Araount/Cradit Line: DYes Hwne
Moddication: Balance remains at $275,000.00,

CallateraliSecunty: Eves Ono
Modification: Add Real Estate Moitgage dated 71912010 as addiional catlaterat,

Reascn for Modification: Renew warking capitat loan,

This agreement daes niot, In 2ny way, safisfy or cancel the original cbigaton. Excapt as speciically amanded by'lhu agraement, all other
terms of tha ongma? ablgation remamn i effect. This means end mcludes, but s not bauted to: (1) Property which secures thas ongmnal
' obigaton will contioue fo secure my total fesponstbidy 1o pay your as amended by fhis agreement. (2) AN parbies who hava a responsibikty
1o pay you fn any way the original obifigation (incfudng 2ny co-makers, endatsets and guarinfors) remain responsible for the total amount
.howa you s smanded by Uus agroement, If you requre the consent to s extension by any adddonal pady. | agres fo oblam such
consant, and thig extenson agreement will not ba effechve f the consent 8 not obianed. (3) Any post matunty inferest rate provaded for
m the onginal obligation {except a3 specicaly contracted for here) shall now begin to apply afler the last schedyled payment of the -
tha ongmat obligaton &3 emanded by this ag L (4) You will not be respaasible to futhar extend the payments affacted by ts
pgreameant of any ciher schoduled payments A other sehedutod paymernts not sffected by tus agreement shall remsin dug as praviously
scheduled. {5) All provisons for default, remedss, attomeys’ fees (€ any) gle remaln In affect (6) My responsibity (¥ amy) to provide
msurance on tha property which secures the onginal oblgation {f any) shall remam In effect, Howaver, tha term of such insuranca poticy
witt nal ba exterided 1o cover any addibonal ferm resutiing from $his agreement unkss contractad for and any addwonal premvum & paid.
(7) The term foc any Credit LHe and/or Digabilty nsurance coverages purchased m connection with the original shtgaban wilkl not ba
. extondad for the addil:onal term pravided for in this Bgreement unless contraciad for and any adiditanal premium paxd. (8} This documend,
togather with other wrtten agreements of the packos, 15 the Binal expression of the agraament botween the padies. This docungent may

Lenée(ﬁezv%ntallve Signature '

Ko
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REAL ESTATE MORTGAGE
{With Fuwce Advance Clause}
1. DATE AND PARTIES. The date of this Mortgage (Security Instrument) is _0804.2008
: and tha parties, their addresses end tax identification numbers, if required, are as follows:
MORTGAGOR: ’ : .

HOWISON HEIGHTS, INC.
721 NEAL STREET
SAUNA, KS 67401

D 1f checked, refer to the attached Addendum incorporated herein, for additional Mortgagors, their
signatures and acknowladgments. .

LENDER:
CENTRAL NATIONAL BANK ' - o !
ORGANIZED AND EXISTING UNDER THE LAWS OF THEUNTED STAYES OF AMERICA. - . |
45450110 e '
SAUNA. KS 67408

-~ . -

2. CONVEYANCE. For good end valuable consideration, the receipt and sufficiency of which is
acknowledged, and to sacure the Secured Debt (defined below) and Mortgagor's performance under
this Security Instrument, Morntgagor grents, bargains, conveye, morigages and warrants to Lender the
following described property:

SEE ATTACHED EXHIBIT “A™

KANSAS - AGRICULTURAL/COMMERCIAL REAL ESTATE SECURITY INSTRUMENT (page 1 of 9 ’
(NOT FOR FNMA, FHLMC, FHA OR VA USE, AND NOT FOR CONSUMER PURPOSES) — P4
ExerasP ©1993, 2001 Bankers Systoms, tro., St. Cigud, MN Form AGCO-RESHKS 11/25/2003
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"_ The'propérty. is located in _SALNE ar RURALSALUNECOUNTY - . - .

- LA : {Coumty} - .

: , SALNA . Kansas 67401
(Address} (Ciy) € - ’ (Zip Codol

3.

Together with all rights, sasements, appurtenances, royelties, mineral rights, oil and gas rights, crops,
timber, all diversion payments or third party payments made to crop preducers, all water and riparian |
- rights, wells, ditches, reservoirs, and water stock and all existing arid futura improvements, structuras,

fixtures, and replacements that may now, or at any time in the fuwre, be part of the real estata
- described sbove {all teferred to as “Property®). ' . ’ .

MAXIMUM OBLIGATION LIMIT. The 1otal principal amount secured by this Security Instcurnent at any
ong time shall not excead & _110.000.00 o . This limhtation of amount does

not include interest and other fees and charges validiy made pursi:ant 1o this Security Instrument. Also,
this limitation does not apply to advances made under the terms of this Security Instrument to protect

" Lender's securitz ‘and, to perform eny of the covenants contained In this Security Instrument. The .

"~ G. All obligations Mortgagor

limitation Is for the purposes set forth in K.S,A. $°9-1101, § §8-2336 and §°79-3102.
SECURED DEBT AND FUTURE ADVANCES., The term "Secured Debt" is definad as follows: .
. A. Debt incurred under the terms of all promissory note{s), contraci(s), guaranty(ies} or other
" evidence of -debt described balow and all their extensions, renewals, modificetions or
“substitutions. (When refercncing the debts below it is suggested that you include-items such as
-borrawers’ names, pote amounts; interest rates, maturity dates, ate.) o :

PROMISSORY NOTE Apggca11 DATED 8/4/2000.

B, All future advances from Lender to Mortgagor or other future obligations of Martgagar to Lender
under any promissory nate, contract, guaranty, or other evidence of debt existing now or
executed after this Security Instrument whether or not this Security Instrument is spacifically
referanced, or such futiure advances or future ohligations are incurred for any purpose that was
related ar unrelated to tha purpose of the Sacurity Instrument. If more than one person signs this
Security Instrument, each Mortgagor agreaes that this Security Instument will secure all future
advances and future obligations that are given to or incurred by any one or mora Mortgagot, or
any one or more- Mortgagor and others. All future advances and other future obligations are
secyred by this Security Instrument even though ali or part moey not yet be advenced. All future
advances and other fulure obligatians are secured as if made on the date of this Security
Instrument. Nothing in this Security lastrument shall constitute 8 commitment. to make

additional or future loans or advences in any amount, Any such.commitment must be agreed 1o
in 8 separate wiriting. ‘ : . ’ :

“owes 1o Lender, which now exist or may later irise, 1o the extent not
- prohibited by law, including, but not limited to, fiabilities for averdrafts relating to any deposit
account agreement betwéen Mortgagor and Lender. : S

. D._All additional..sums . advanced._ and.oxpenses incurred-by.’.Lender-.?or_.insurih'g‘;‘_prasewzng' OR e
otherwise protecting the Proparty and its valua and any other sums advanced and expenses -
incurred by Lender under the terms of this Security Instrument. . S

~ This Security Instrument will not secure any other debt if Lender fails to give any required notice of the -
- right of rescission. . : . . . o

. B

6.

1.

PAYMENTS. Martgagor agrees that all payments under the Secured Dobt will be paid whén due end in
accordance with the terms of the Secured Debt and this Secuity Instrument. - ‘

WARRANTY OF TITLE. Mortgagor warrants that Mortgagor is or will be lawfully seized of the estate
conveyed by this Security Instrument and has the right to grant, bargain, convey, sell, mortgage and

warrant the Property. Mortgagor also wartants that. the Property is unencumbered, except for
ancumbrances of record. - ’

PRIOR-SECURITY INTERESTS. With regard to any other mortgage; deed of trust, sécurity agreement o¢

other lien dotument . that created a prior security interest or encumbrence on the Property, Mortgagor
agrees: ] : o . .

. . . {page 2 of 9}
Exiare ©1993, 2001 Bankars Systems, oc., St. Cloud, MN Fori AGCO-RESIKS 1142512003 .
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A. To make salt payments when die’and to perfortii-of'66ply with all covenants,

B. To promptly deliver to Lender any notices that Mertgagor receives from the holder. -

C. Not to allow any modification or extension of, nor to request any future advances under any
note or agreement secured by the lien document without Lender's prior written consent.

8. CLAIMS AGAINST TITLE. Martgagor will pay afl taxes, assessments, liens, encumbrances, lease
payments, ground rents, utilities, and other charges relating to the Property when due. Lender may
require Mortgagor to provide to Lender copies of all notices that such amounts are due end the receipts
evidencing Mortgagor's payment. Mortgagor will'defend title to the Property against any claims that
swould impalr the lien of this Security Instrument. Mortgagor agrees to assign to Lender. as requested
by Lender, any rights, claims or defenses Mortgagor may have against parties who supply:labor or
materials to maintain or imprave the Property. -

9. DUE ON SALE OR ENCUMBRANCE. Lender may, at.its opticn, declare the entire balance of the Secured
Debt 1o be immediately due and payabls upon the creation of, or contract for tha creation of, any lian,
encumbrance, trensfer or sale of all or any pant of the Property. This right is subject to the restrictions-

simposed by federal law (12 C.F.R. 691), as applicabls, This covenant shall cun with the Proporty and
» shall remaln in effect until the Secured Debt.i5 paid in-full and this Security Instrument is released.

1D. TRAMSFER OF AN INTEREST IN THE MORTGAGOR. if Mottgagor is an entity other than & natural
person {such as a corporation of other organization), Lender may demand immediate payment if:
A. A beneficial interest in Martgagor is sold or transferred. :
B. There is a change in either the identity or number of members of a partnership or similar entity, .

C. There is a change in ownership of more than 25 percent of the voting stock of a corporation or
similar entity. o ‘

However, Lender may not demand payment in the abave gituations If it is prohibited by law as of the

. date of this Secuwrity Instrument.

11. ENTITY WARRANTIES AND‘REPRESENTATIONS.'IF; Mortgagor is an entity other than a natural person

{such as a corporation or other arganization),! Mortgagor makes to Lender the following wamantles and
representations which shall continua as long as the Secured Debt temains outstanding: :

~ A. Mortgagor is duly organized and validly existing in Mortgagor's siste of incorporation or

oz organization. Mortgagor is in good stending-in all states in. which Mortgagor transacts business.

a2 - Mortgagor has tha power and authority to own the Prc:j‘))efty and to carty on its businass as now
5 being conducted and, as applicable, ‘is qudlified to 8o in each state in which Mortgagor
® operates, ’

. B. The execution, defivery and performance of this Security Instrument by Mortgagor and the
cbligations avidenced by the Secured-Debt are within the power of Mortgagor, have baen duly
- authorized, have received all necessary governmaental approval, and will not violate any provision
of law, or order of court or governmentsl agency. R : )

C. Other than previously disclossed in writing to Lender, Mortgagor has not changed its name within
- the last ten years and has not used any other trade or fictitious name. Without Lender's prior
wiitten consent, Mortgagor does nat and wifl not use any other nama end will preserve its

existing nems, trade names and franchisas untif the Securaed Debt is satisfied.

12. PROPERTY CONDITION, ALTERATIONS AND INSPECTION. Mortgagor will keep the Property in good

condition and make all repairs that ara reasonably necessary. Mortgagor shell not commit or allow any

" waste, impairment, or deterioration of the Property. Mortgagor will keep the Property free of noxious
waeds and grasses. Mortgagor agrees that the.nature of the occupancy -gnd usg, will not substentially .

change without Lender's prior written consent. Mortgagor will not permit any change in any licanse,

restrictive covenant or easement without Lender's prior written consent. Mortgagor will notify Lender

g‘f all demands, praceadings. claims, and actions against Mortgagor, and of eny loss or damage to the

openy. . ) . R

No portion of the Property will be removed, demolished or materially altered without Lender's prior
written consent except that Mortgagor has the right to remove items of personal property comprising a
part of the Property that become worn or absolete, provided that such personal property is replaced
with other personal proparty st least equal In value to tha replaced personal preperty, frae from any title
retention davice, security agreement or other-encumbrance. Sach replacement of parsonal property will
ba deemed st:,tje.ct to the security interest creatsd by this Sacurity Instrument. Mortgagor shafl not
partition or subdivida the Property without Lender's prior written consent.

Lender or Lender's agents may, at Lender’s option, -enter the Propsrty at any reasonable time for the
purpose of inspacting the Property. Lender shall give Mortgagor notice a1 the time of or before an
inspection specifying a reasonabls purposs for the inspection. Any inspection of the Property shall be
entirely for Lender's benefit and Mortgagor will in no way rely on Lender's inspection,

fpage 3 0f 8} -
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13. AUTHORITY TO PERFORM. if Mortgagor fails to perform any duty of any of tha covenants contained in
this Security. Instrument, Lender may, without notice, perforn or cause them to be performed.
Mortgagor appoints Lender as attorney in fact to sign Mortgagor's name or pay any amount necessary
for performance. Lender's right to perform for Mortgagor shall not create an obligation to perform, and
Lender's failure to perform will not preclude Lender from exercising any of Lender's othar rights under
the law or this Sscurity Instrument, If any construction on tha Property is discontinued or hot cartied on

in a reasonabla manner, Lender may take all steps necessary to protect Lender's security interast in the
.Property, including completion of tha construction. : :

14. ASSIGNMENT OF LEASES AND RENTS. Mortgagor assigns, grants, bargains, conveys, mortgages and
. 'warrants to Lender as additlonal security all the right, title and interest in the following (Property),

A. Existing or future leases, subleases, ficenses, guaranties and any other wiitten or verbal
agresments for the use and occupancy of the Property, Including but not limited to, any
extensions, renawals, modifications or replacements {Leases).

B. Rents, issues and profits, including but not Umited to, security deposits, minimum remts,
percentaga rents, additional rents, cammon area maintenance charges, parking charges, real
estate taxes, other applicable taxes, insurance premium contributions, liquidated damages

Co. . . . following. default; cencellation’premiums, ."loss: of rents® insurence, guest teceipts, revenues, - - '
- royalties, proceeds, "bonuses, ‘accounts, cahtract rights,” genecal intangibles, and all rights and

claims which Mortgagor may have that in any way pertain to or are on account of the use or

occupancy of tha whola or any part of the Property {Rents).

In the event eny item listed as Leases or Rents is detenmined to be personal ptopertv; this Assignment
will also be regarded as a security agreement. : )

Mortgagar will promptly provide Lender with copies of the Leases and will certify these Leases are trua
and cerrect copies. The existing Leases will be provided on exagution of tha Assignment, and all future
Leases and any other informetion with respect to these Leases will be provided immediately after they -
are executed. Mortgagor may colect, receive, enjoy and use the Rents so long as Mortgagor is nat in
default. Mortgagor will not collect in advance any Rents due in future lease periods, unless Mortgagor
first obtains Lender's written consent. Upon default, Martgagor will teceive any Rents in trust for
Lender and Martgagor will not commingle the Rents with any other funds. When Lender so directs,
Mortgagor will endorse and deliver eny payments of Rents fram the Property to Lender. Amaunts
collected will be applied at Lender’s discration to the Secured Debts, the costs of managing, protecting
and preserving the Property, and other nsocessary expenses. Mortgagor agrees that this Sacurity

instrument Is immediately effective between Mortgagor and Lender and effective as to third parties on
the recording of this Assignment.

As long as this Assignment Is In effect, Mortgagor warrants and represents that no default exists under
the Leases, and the parties subject 1o the Leases have not violated any applicable law on (eases,
licenses and landlords and tenants. Mdrigagor, at lts sole cost and expense, will keep, observe and
rform, and require all other parties to the Leases 1o comply with the Leases and eny applicable law. If
ortgagor or any party to the Lease dafauits or fails 10 ubserve any applicable law. Mortgagor will
Etomptly notify Lender. If Mortgagor nheglects or refuses to enforce compliance with the terms of the
- eases, then Lender may, at Lender's option, enforce compliance,

Mortgagor "will not sublet, modify, extend, cancel, or otherwise alter the Leasss, Of accept the
sumender of the Preperty covered by the Leases {unless the Leases so requive) without Lander's
consent. Mortgagor will- not assign,  compromisa, subordinate or encumber the Leases and Rents

<. without Lenders prlor. wijtten.consent. Lander does not assume or become lisble. fof the Property's -
= fnaintenance, depreciation, or Other® 105585 of “"dimagaes when eéndor acts to manage, protect or
- preserve the Property, except for losses end damages due 1o Lender’s gross nepligence or intentionsl
torts.. Otherwise, Mortgagor will indemnify Lender and hold Lender harmless for all lisbility, loss or

damage that Lender may incur when Lender opts to exercise any of its remedies sgsinst any party
obligated under the Leases. ’ .

15. LEASEHOLDS; CONDOMINIUMS: PLANNED UNIT DEVELOPMENTS. Mortgagor agrees 1o comply with
the provisions of any lease if this Security Instrument is on a leasehold. If the Property includes a unit in

a condominium or a-planned unlt development, Mortgagor wilt perform all of Mortgagor's duties under
the covenants, by-laws, of regulations of the condominium or planned unit development.

16. DEFAULT. Martgagor will be in dsfauft if any of the following ocour: .
‘A, Any party obllgated on tha Secured Debt fails 10 make payment when due;
B. A breach of sny term or covenant in this Security Instrument or any other dotument executed
for the purpose of creating, securing or guarentying the Secured Deht; .
C. The making or furnishing of eny verbal or wiitten representation, statement of wartranty to

Lender that is false or incorrect in- any materlal respect by Mortgagar or any. person or entity
obligated an tha Secured Dabt; S ‘

(page 4 of 9)
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The death, dissolution, of Insolvency of, appcintinent of a receiver for, or application of any
debtor relief law to, Martgagor or any other person of entity obligated on the Secured Debt;

A good falth belief by Lender at any tima that Lender is insecure with respect to any person or
entity obligated on the Secured Debt or that the prospect of any payment is impatred or the
vajue of the Property is Impaired;

A matarial adverse change in Mortgagor's husiness including ownership, management, and
financlal conditions, which Lender in Its opinion believas impairs the value of the Property or
repayment of the Sacured Debt; or : .

Any loan praceeds are used for a purposa that will contribute to excassive erosion of highly
erodible fand or ta the conversion of wetlands 10 preduce an agricultural commodity, as further
explained in 7 G.F.R. Part 1940, Subpart G, Exhibit M.

e w

17. REMEDIES OMN DEFAULT. In soma instances, -federal and state faw will ré'&iﬁte Lender to provide
R Mortgagor with notice of the right to cure or other natices and may establish time achedules for

a actions. Subjact to these limitations, if any, Lender may accelerate the Sscured Debt end

- foraclose this Security Instrument in @ manner-provided by law if Mortgagor Is in default.
F4 w? ) )

. ~* At tha option of Lendes, all or eny.pert.of the agreéd {ees-and charges, accrued interest and principat
shall become immédiately due and payable, after giving notice if required by law, upon the occurrence
of a default or anytime thereafter. In addition, Lender shall be entitled 1o alf the remedies provided by
law, the terms of the Secured Debt, this Security Instrument and any related documents. All remedies
are distinct, cumulative and not exclusive, and the Lender is entitled to all remedies provided at law or
equity, whethsr of not exprassly set forth.. The accéptance by Lender of any sum in payment or partiat
payment on the Secured Dabt after the balance is due or Is accelerated or after foreclosure proceedings
are filed shall not constitute a walver of Lender’s right to require complate cure of any existing default.

By not exercising any remedy on Mortgagor's default, Lender does not waive Lender’s right to later
s consider the event a default If it continues ar happens again, -

3 . 18. EXPENSES; ADVANCES ON COVENANTS; ATTORNEYS® FEES; COLLECTION COSTS. Except when
RS : prohibited by law, Mortgagor agrees to pay allof Lender's expenses if Mortgagor breaches any

x covenant in this Security Instrument. Mortgagor will also pay on demand any amount incurred by
. Lender for insuring, inspecting, preserving or otherwiss protecting the Property and Lender’s security
. intorost. These expensas will bear interest from the ‘dats of tha payment untit paid in full at the highest
s interest rate in effact as provided in the terms of the Secured Debt. Mortgagor agrees to pay all
- reasonable costs and expenses incurred by Lender In collecting, enfarcing or protecting Lander's rights
.o and remedies under this Security lnstrument. This amouat may include, but is not fimited to, collsction

agency. fees or attorneys’ fees, but tioy both, and other legal costs and expenses incurred by Lender in

exerclsing any remedy under this Loan or under the'{aw, for all persans other than salaried employaaes
of Lender. This Security Instrument shall remain in effect until released. ¢

18

ENVIRONMENTAL LAWS AND HAZARDOUS SUBRSTANCES. As used in this section, (1) Environmentsl

Law mesans, without limitation, the Comprehensive Environmental Response, Compensation and
Liability Act {CERCLA, 42 U.S.C. 9601 et -seq.), all other federal, state and bcal laws, regulations,
ordinances, court orders, attorney general opinions or interpretive latters concerning the public health,
safety, welfare, enviconment or a hazardous substance; and {2) Hazardous Substance means any toxic,
radioactive or hazardous material, waste, pollutant or contaminant which has characteristics which
render the substance dangerous or potentially dangerous to the public health, safety, welfere or
environment. The term. Includes, without limitation, any substances dafinad as “hazardous materlel,”

"toxic

substancss,™ “hazardous waste,” "hezardous substance™ or “regulated substance™ under any-

‘ Environmental Law,

Mot}\ga%t’)(r represents, warrants and agrees that: .

cept as previously disclosed and acknowlédged in writing to Lender, no Hazardous Substance
has been, is, or will be located, transported, menufacturad, treasted, refined, or handled by any
psrson on, under or about the f’roperty. except in the ordinary course of business and in strict
compliance with all applicable Environmental Law.

. Except as previously disclosed and acknowledged in writing to Lendsr, Mortgagor has not and

willl not cause, contribute to, or permit tha releass of any Hazardous Substance on the Property.

Mortgagor will immediately notify Lender if {1} a release or threatened release of Hazardous
Substance ocours on, under or about the Property or migrates of ttwaatens to wigrete from
nearby property; or (2} there is a violation of any Environmental Law conceming the Property. In
such an event, Mortgagor will. take ell~ necessary remedial action in accordance with

- Environmental Law.

ExSrad ©1933, 2001 Bariee Systams, Inc., St. Cloud, MR Form AGCORESKS 112612003

Except as previously disclosed and acknowledged in writing to Lender, Morgagor has no

knowledge of or reason to believe there is any pending or threatened investigation, ¢laim, or
proceeding of any Kind relating to (1) any H_azydous Substance located on, under or shout the

{page & vf 9)

Boak: 1134 Page:r 1271




Book: 1134 Page: 1272°

Property; or {2) any violation by Morlgagor or any tenant of any Envitonmental Law. Mortgagor
will immediately notify Lender in writing es soon as Mortgagor has reason to believa there is any
such panding of threatened invastigation, claim, or proceeding. In such an event, Lender has the
fight, but not the obligation, to participate in any such proceeding including the right 1o raceive
copies of any documents relating to such proceedings. . : .

Except as ‘previously distlosed and acknowledged in writing to Lender, Mortgagor end every
{:nant have been, are and shall remain in full compliance with eny epplicable Environmental

w. :

Except as previously discloséd end acknowledged in writing to Lender, there are no underground
storage tanks, private dumps or open wells located on or under the Property and no such tank,
dump or well will he added unless Lender first consents in writing.

. Mortgagor will regularly inspect the Preperty, manitor the actlvities and operations on the

Property, and confirn that all permits, licenses or approvals required by any applicable
Environmental Law are obtained and complied with. .

Mortgagor will permit, or cause any tenant to permit, Lender or Lender's agent to enter and
inspect the Property and raview all records at any reasonable time to determine (1) the
existence, location and nature of any Hazardaus Substance on, under ar about the Property; (2)

the existence, location, nature,-.and magnitude .of any Hazardous Substénce:.that'hias been -

released on, under of about the Property; or'(3) whethér or nétMdrtgagor end any tenant are in
compliance with applicable Environmental Law. ~ .
Upon Lender’s requast and at any time, Mortgagor agreas, at Mortgagor's expense, to engage a
ualified environmental engineer to prepare an environmental audit of the Property and to submit
the results of such audit to Lender. The chaice of the environmental engineer who will perform
such audit is subject 1o Lender's approval. :
Lender has.the right, but not the obligation, to perform any of Mortgager®s obligations under this
section at Mortgagor's expense. . . . )
As a consequence of any breach of eny representetion, warranty or promise made i this
section, (1} Moertgagor will indemnify and hold Lender and Lender's successors of assignes
harmiess from and against alt tosses, claims, demands, liabilitles, damages, cleanup, response
and remediation costs, penalties and expenses, including without Emitation all costs of litigation
and attorneys® feas, which Lender and Lendar's successors or assigns may sustain; and {2) at
Lender's discretion, Lender may releasa this' Security Instrument and in return Mortgagor wiil
rrovide Lender with collateral of at least equal value to the Property secured by this Security
nstrument without prejudice to any of Lender's rights under this S’;cuﬂty Instrument.

- Notwithstanding any of the language contained in this Security Instrument to the contrary, the

terms of this section shall survive any foreclosure ar satisfaction of this Secwrity Instrument
regardless of any passage of titla to Lender or any disposition by Lender of any or ell of tha
Property. Any claims and defenses te tha contrary are hereby waived.

20. CONDEMNATION. Mortgagor will give Lender prompt notice of any pending or threatened action, by
-private o public entities to purchasa or take any or all of the Property through condsmnation, eminant
domgin, or any other means. Mortgagor authorizes Lender to intervene in Mortgagor's name i any of
the abave described actions or ¢laims. Mortgagor assigns to Lender the peaceeds of any award of claim
for damages connected with a condemnation of other taking of el or eny part of the Property. Such
procaeds shall be considered payments and will be applied as provided in this Security Instrument. This

assignment of proceeds is subject 10 the terms of any prior mortgage, deed of trust, security agreement -

-or other lien documaent.

21. INSURANGE. Mortgagor egrees to maintain insurance as foliows:

Exoeres® € 1999, 2001 Bankees Systoms, Inc.. St Clood, MN Form AGCO-RESIXS 11/25/2003

A. Mortgagor shall keep the Property insured against.loss by firg; flood, thaft‘arid other hazards and
risks reasonably associated with the Property due to its type and location. This insurance shall .
be maintained in the emounts and for the petiods that Lender requires, What Lender requires

pursuant to the preceding two sentences can change during the term of the Securad Debt. The
insurance carrier providing the insurance shall be chosen by Mortgagor subject to Lender's
approval, which shall not be unreasonably withheld. If Mortgagor fails to maintain the coverage
described above, Lender may, at Lender’s: option, obtain covefage to protect Lender's rights in
the Property according to the.terms of this Security Instrument. .

All insurance policies and renewals chall be scceptable to Lender and shall include a standard‘

"mortgiags clause” and, where applicable, *loss payee clause.* Mortgagor shall immediately
notify Lender of cancellation or termination of the insurance. Lender shall have the right to hold

the policies and tenewals. If Lendar requires, Mortgagor shall immediately give to Lender alt

receipts of paid premiums and renewal! notices. Upon loss, Mortgagor shall give lmmediata

totice to the insurance carrier and Lender, Lender may meke proof of loss if not made
immediately by Mortgagor.
| .

(page 6 of 9]

13

e

.~

S




.
".

By

N4 1 A

-ty

his Ll --.-v;«1?4y. QesynTes

r
(X} LR} et e -

Book: 1134 Page: 1273

Yt

Unless otherwise agreed In writing, .8l insurfinéd: proceeds shall ba applied 10 restoratian or
repalr of the Property or to the Securaed Delit, whether or not then due, at Lender’s optlon. Any
application of proceeds to principal shall not extend or postpone the due date of scheduled
payment nor changs tha amount af any payment. Any excess will be paid to the Mortgagor. If
the Property is acquired by Lender, Mortgagor's right to any insurance policies and proceeds
resulting from damage to the Property before the acquisition shall pass to Lender to the extent

of the Secured Debt immediately before the acquisition.
B. Moctgagor agrees to maintain comprehensive general liability insurence naming Lender es an
~ additional insured in an amount acceptabla to Lender, insuring against claims arising from any

& accidsnt or ocourrence in or on the Property.

_Cr Mongagor agrees to maintain rental ioss or business interruption insurance, as required by
we_ ¥ Lender, in an amount equal to at least coverage of one year's debt service, and required escrow

-~ . T account deposits (if agread to separately in writing}, under a form of policy acceptable to
+ Lender.

. ) .
22, ESCROW FOR TAXES AND INSURAMCE. Unless otherwise provided in & separate agresment,
Mortgagor will not be required to pay to Lender funds for taxes and Insurance in escrow.

23_ FINANCIAL REPORTS AND ADDITIONAL DOCUMENTS. Mortgagor will provide to Lender upon request,
: any financial statement or information Lender may deem (easonahl{ nacessary. Mortgagor agrens to
sign, deliver, and file any additionsl documents or_certifications that Lender may consider necessary to
perfact, continue, and preserve Mortgagor's obligations under this Security instrument and Lender's fien
~ status on the Property. .

24. JOINT AND INDIVIDUAL LIABILITY; CO-SIGNERS;: SUCCESSORS AND ASSIGNS BOUND. All duties
under this Ssaurity Instrument are joint and Individual. if Morigagor signs. this Security Instrument but
-does not sign an evidence of debt, Mortgégor doés so only to moitgage NMortgegor's interest in the
Property to secure gay-ment of the Secured-Debt and Mortgagor does not agree to be personslly {iable
on the Secured Debt. If this SBcuritx Instrument sacures a guaranty between Lender and Mortgagor,
Maortgagor agrees to waive any rights that may prevent Lender from bringing any action or claim
against Mortgagor or any party indebted undar the obligation. Thesa rights may include, but are not
limited to, any ami-deficiency or one-action laws. Mortgagor agrees that Lender and sny perty to this
Security Instrument may extend, modify or make any change In the terms of this Security Instrument or
any evidence of debt without Mortgagor's consent. Such a change will not release Mortgagor from the
terms: of this Security Instrument. The duties and benefits of this Security Instrument shall bind and

benefit the successors and assigns of Mortgagor and Lender.

26, APPLICABLE LAW; SEVERABILITY: (NTERPRETATION. This Security Instrument is governed by the
laws of the jurisdiction in which Lender is located, except 1o the extent otherwise required by the laws .
of the jurisdiction where the Property is located, This Security Instrument is complete and_fully
integrated. This Seeurity Instrument may not be eamended or madified by oral agreement. Any section in
this Security Instriiment, sttachments, or any agreement related to the Secured Debt that conflicts with
applicable law will not be effective, unless that law expressly or impliedly pérmits the variations by
wiitten agreement. If any section of this Security Instrument cannot be enforced according to its terms,
that section will be severed and will not affect the enforceabllity of tha remainder of this Sacurity
Instrument, Whensver used, the singular shall include tha plure! and the plurel the singular. The captions

. and headings of tha 'sections of this Security Instrument are for convenience only and @re not to be

rsad to interpret or define the terms of this Security Instrument. Time is of the essence In this Security
_Instrument. ' : ) . .

P - e « s ®

" 26. NOTICE. Unless otherwisa required by law, any notice shell be given by delivaring it or by mailing -it by
first class mail 10 the appropriate party's address on page 1 of this Security Instrument, o to eny other
-address designated in writing. Notice 1o one mortgagor will be deemed to ba notice to all mortgagors,

27. WAIVERS. Except to ths extent prohibited by law, Morigagor waives all appraisement, homestead
examption, and redemption rights relating- to’ the Praperty. However, the waiver of redemption is not
applicable to that portion of the Property that covers agrcultural land or a singla or. two-family dweiling
owned by or hekd in trust for a natural person..

28. U.C.C. PROVISIONS. If checked, tha following are applicable to, but do not limit, this Security
Instrumaent:

[0 Construction Loan. This Security Instrument securas an obligation incurred for tha eonstruction
of an improvement on the Property.

] .fixture Filing. Mortgagor grants to Lender a security interest in all goods that Mortgagar owns
now or in the future and that arg or will become fixtures related to the Property.

. —  lpageZof9j
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Crops; Timber; Minerals; Reuts, Issues and Profits. Mortgagor grants to Lender a security
interest in all orops, timber and minerals located on the Property as well as all rents, issues, and
rofits of them Including, but not fimited to, all Conservation Reserve Program {CRP) and
ayment in Kind (PIK} payments and similar governmental programs (all of which shall afzo be
Included in the term "Property™).

Personal Property. Mortgagor grants to Lendec a security interest in all personal property located
on or connected with the Property, including all farm products, inventory, equipment, accounts,
documents, Instruments, chattel paper, general intangibles, and all other items of personal
property Mortgagor owns now or in the future and that are used or useful in the construction,
ownership, operation, management, or maintenance af the Property {all of which shall also be
included in the term "Property”). The term "persansl property® specifically excludes that
property described as “household goods™ secured in connection with a “consumer™ foan as
those terms are defined in applicable federal regulations governing unfair and deceptive credit
practices. : ) :

Instrument also suffices as a financing statement and any carbon, phbtographie of other
reproduction may be filed of record for purposes of Article-9 of the Uniform Commercial Code.

29, OTHER TERMS, If checked, the following are applicable to this Security Instrument:

a

Line of Credit. The Secured Debt includes a revalving line of credit provision. Although the

until released.

.Filing As financing Statement. Mortgagor agrees and acknowledges that' this Security -

~ Secured Debt may be reduced to a zero balance, this Security Instrument will remain in effect -

a

Agricultyra) Pmpeny.' Mortgagor covenants and warrants that the Property will ba used

principally for agricultural or farming purposes and that Mortgagor is an individual or entity
ellowed to own agdoultural fand as specified by law.

Purchasa Money ﬂurtgage. The Secured Debt includes money which is used in whole or in part
to purchasa the Property, - .

Separate Assignment. Tha Mortgagor has executed or will axecute & separate assignment of
leases and rents. f the separate assigpnment of leases and rents is properly executed and

racorded, then the separate assignment will superseds this Security Instrument's "Assignment
of Leasas and Rents" section, ,

Additional Terms.

30. WAIVER OF JURY TRIAL. Ta the extent not prohibited.by law, Mongagor and Lender knowingly and
Intentionally waive the right, which the party may have, ta & trial by jury with respect to any fitigation
arising from the Secured Debt. or any other agreement executed in conjunction with the Evidence of
Debt and this Mortgage. Mortgaper and Lender eath acknowledge that this section has aither been
brought to the attention of each party's legal counse! or that sach party had the opportunity to do so.

ExGert=® ©1999, 2001 Bankers Sysans, nc., St, Cloud, MN Form AGCO-RESIKS 11252003
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SIGNATURES: By signing beiow.- WMortdagor agrees to'“the: terms and covenants contained in this
Security Instrument and in any attachments. Mortgagor also acknowledges receipt of a copy of this
Security Instrument on the date stated on page 1.

Entity Name:

HOWISON HEIGHT'S, INC.

¥
& . .
K (Signeture) . (Date)
+ B
{Signature) Datel lSinngmu) : . } [Oota}
* ACKNOWLEDGMENT: " : o
STATE OF a +COUNTYOF __~_ } ss.
brdvideat  THis instrumant was acknowledged before me this day of
. bY .
My commission expires;
{Notery Pubkic)
4
¢
- ; "
STATE OF KANSAS . COUNTY OF Sa/ IVE } ss.

This instrument was acknowledged before me this 7T dsy of _AUGUST, 2008
Busiress by TIMOTHY B, HOWISON, PRES.SEC. :

" ocmny . S ' ' (Trdatshy
ments  Of HOWISON HEIGHTS, INC. . tNams of Business of Entity)
. a KANSAS : on behalf of tha

business or entity.
My commission expires:

" (NAtery Public)

G e ETRRNT ARG AR

o
JAY D. JENSEN
Notary Public~-StateotKanaes
ras {0220

b, s
bl S

e ©1993,2001 Bankers Systams, Inc., St Clud, MN Form AGCO-RESHKS 11/2572003 . fpege 9 of 9}
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EXHIBIT “"AY

A tract of land shuated in the Sotiwest comer of the West Half of the Southwest Quarier (W SW¥) of
" Section Thitteen {13), Townshrp Thirteen (13) South, Range Three (3) West of the &th P. M in Saline
County, Kansas, which is more particutarly described as follows:

Beginning 2t a point on the Sotth fine of said Southwest Quarter (SW%) and One Hundred Sixteen (116)

feet East of the Southwest comer thereof, ssid pint being on the East line of the Kansas State Highway

tract; thence North along said East line, One Hundred Five {105) feet; thence East and parallel with said

South line a distance of One Hundred Twelve {112) feet; thence South One Hundred Five (105) feét to said -

South line; thence Wesl along said South line of said Southwest Quarter (SWA] a distance of One Hundred
 Twelve (112) feet to the point of beginning.

A tract of land located in the East Half (E%) of Section Twelve (12), Township Thirteen (13) South, Range
Thres (3) West of the 6th P.M., In Saline Caunty, Kansas, more pariicularly described as follows:

Commencing at the Southwest comer of the Southeast Quarter (SE%) of said Section Twelve (12); thence
NDO°03'01*W along the West line of sald Southeast Quarter (SE) a distance of One Thousand Eight
Hundred Sixtean and Twenty-nine Hundradths {1816.29) feet; thence East and paraliel to the South line of
sald Southeast Quarter (SEY) a distance of One Hundred (100.00) feet o the point of beginning:; thence
East and paralte! to the South line of sald Southeast Quarter (SEYA) a distance of Thiry (30.00) feet; thence
North and paralle! fo the West line of said Southeast Quarter (SE%) a distance of Sixty (60.00) feet, thence
Waest and parallel to the South line.of said Southeast Quarter (SE%} a distance of Thirly (30.00) feet; thence
S00°03'01"E along the West line of said Southeast Quarter (SE¥%) a distance of Sixty (60.00) feet back fo
the point of beginning.

Well Site #1
A tract of land located in the East Half (E3%) of Section Twelve (12), Township Thirteen {13) South, Range
Three (3) West of the Sth P.M,in Sallne County. Kansas. more pamcu!ady described as follows .

Commencing at the Southwest comer of the Southeast Quarter (SEY) of Section 1\velve (12) thence
NO0°0301"W along the West line of sald Southeast Quarter (SEY) a distance of Two Thousand Four
Hundred Twenty-four and Forly-five Hundredths (2424.45) feet; thence East parallel to the South line of said
Southeast Quarter (SE%) a distance of One Hundred (100.00) feet; thence North parallel to the West line of
sakl Southeast Quartar {SEY%4) a distance of ‘Sixly (60.00) feet; thence West and paraliel to the South line of
said Southeast Quarter (SE¥) a distance of One Hundred (100.00) feet; thenca S00°03'01"E along the
Westiine of said Southeast Quarter (SE%) a dnstance of Sixty (60.00) feat back 1o the point of beginning.

Well Site #2
A tract of land located in the East half (E¥%) of Section Twelve (12), Townshlp Thlrteen {13) South, Range
Three (3) West of the 6th P. M in Saline County, Kansas, more pamcularly_descnbed as follows:.

‘Commencing at the Southwest corner of the Southeast Quarter (SE¥) of said Section Twelve (12); thence
NGO0°03'01"W along the West fine of said Southeast Quarter (SEY) a distance of One Thousand Eight
Hundred Sixteen and Twenly-nine Hundredths (1816.29) feet; thence East paraliel to the South line of said
Southeast Quarter (SE¥) a distance of One Hundred {100.00) feet; thence North paraliel to the West line of
said Sautheast Quarter (SEY) a distance of Sixty (60.00) feet; thence West and paralle! to the South line of
said Southeast Quarter (SE'A) a distance of One Hundred (100.00) feel; thence SOD°D3I'01"E along the
West line of said Southeasl Quarter (SE’/) a d'stance of Sixty (60.00) feet back to the pomt of beginning.
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Standpipe Ste’
A tract of fand located-in the East Half (E%) of Sectlon Twelva (12), Township Thirteen (13) South, Range

Three (3) West of the 6th P.M., in Saline County, Kansas, more particularly described as follows:

Commenclng at the Southeast corner of the Southeast Quarter (SE¥) of said Sechon Twalve {(12); thence
N0O°01'30"E along the East lne -of said Southeast Quarter (SE%) a distance of Two Thousand Three

. Hundred Twenty-seven and Seventy-eight Hundredths (2327.78) feet; thence NB9°5820"W a distance of

Fifty (60.00) feet to the West Right-of-Way fine of Ohio Street; thence N89°5820'W a distance of Three
Hundred Eighty and One-hundredth (380.01) feet; thence N00°G1'18"E a distance of Fifty (50.00) fest:

. thence S89°5820°E a distance of Three -Hundred Erghty and One-hundredth (380.01) feet; thence

$00°01'30'W a distance of Fifty (50.00) feet back to the point of beginning oontaming an easement for_

. tuming purposes, sald easement is described as follows:

Begmmng at the Southeast comer of the above described tract; thence N89‘58'20'W a dlsiance of Thnee
Hundred Thirty-and One-hundredth (330,01) feet to the point of beginning; thence N89°58'20'W a distance
of Fifty (50.00) feet; thence 500°01'18"W a distance of Fifly (50.00) feet; thence N45°00'00"E a dtstance of

: Sevemy and Sixly—mne Hundredths (70 69) feet to the point of beglnnmg

A parcel ‘of land in the Northeast Quarter of Sectnon Twelve (12). Townshlp Thirteen {13) South, Range o
Three (3) West of the 6th P.M,, in Salme County, Kansas, maore particularly described as follows: '

Commencmg at the Northwest oomer of said Nartheast Quarter (NE%); thence along the West line of said

' ‘Northeast Quarter (NEY) on a assumed bearing of S06°16'21"E, a distance of Two Hundred Thirty-three

g

(233) feet; thence S89°59'07"E, a distance of Ninety-iwo (92) feet to the point:of beginning of the' parcel to
be described: -thence S88°6%'07"E, a distance of Thirty (30) feet; thence S00°1924*E, a distance of Thirty -
(30) feet; thence NBO°59'07"W, a distancé of Thirty (30) feet; thence N00°19'21'W a dasianoe of Thirly (30)

feet 1o the point of beginning. -
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. —————=S&tate of Kansas ——Space Above This Line For Recording Data

REAL ESTATE MORTGAGE
{With Future Advance Clause)
1. DATE AND PARTIES. The dste of this Mortgage {Security instrumeat) is _01-17-2007
and the parties, their addressas and tax identification numbers, if required, are as follows:
MORTGAGOR: '

| . . HOWISON HEIGHTS, INC.
‘ .

721 ENEAL AVE
SALINA, KS 874017727

: /
O If checked, refer 1o the attached Addendum incorporated herein, for additional Mdrtgagors, their
signatures and acknowledgmants. . '
LENDER: '

CENTRAL NATIONAL BANK . '
ORGANIZED AND EXISTING UNDER THE LAWS GF THE UNITED STATES OF AMERICA
454 S 0HI0

SALINA, KS 67am

]

2. CONVEYANCE. For good and valusble consideration, the receipt and sufficiency of which is
acknowledgad, and to secure the Secured Debt (defined below) and Mortgagor's performance under
this Security Instrument, Martgagor grants, bargains, conveys, mortgages and warrants 1o Lender the
following described property: . : .

SEE ATTACHED EXHIBIT "A™,

KANSAS - AGRIWLTURAUGOMMERCN REAL ESTATE SECURITY INSTRUMENT . {page 1 of 92
(NOT FOR FNMA, FHLMC, FHA OR VA USE, AND NOT FOR CONSUMER PURPDSES) -_— .
5 $1993, 2001 Barkare Systems, Inc., St, Cloud. MN Form AGCO-RESIKS 11/25/2003
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-The'property-is (ocated in _SAUNE : : at :
’ . {County} ° ) .
. = . : - . Kansas _87401
(Addreast City) . {Zip Code)

* “, .3 o L . ) .
. .« . Topgether with all fights, easements, appurtenances, royalties, mineral rights, oil and gas rights, crops,
¢+ .tlimber, all.diversion payments or third party payments mads 1o crop producers; all water and riparian
rights, waells, ditches. reservoirs, and water stock ‘and all existing and future improvements, structures,

fixtures, and replacements that may now, or at any time in the future, be part of the real estate
described above (all referred to as "Propesty”). * -

3. MAXIMUM OBLIGATION LIMIT. The total principal amount secured by this Security Instrument at any
one time shall not exceed $_40,000.00 . . This limitation of amount does
not include interest and other fees end charges validly made pursuant to this Security Instrument. Also,
this imitation does not apply to advances made under the terms of this Security instrument to protact
Lender's sacurity and to perform any of the covenants contsined in this Secwrity Instrument. The
limitation is for the purposes set forth in K.S.A. § 9-1101, § 68-2336 and § 79-3102." ’

-4.. SECURED DEBT_AND.EUTURE_ADVANCES. The term Secuwed Pebt? js.defined as follows.. .« v e e
A. Debt incurred under the tarms of all promissory fotels), contract(s), guarantyfies) or other
‘ evidenca of debt described below and all their extensions, renewals, modifications or
substitutions. {When referencing the debts below it is suggested that you include items such as
borrowers* names, note amounts, interest rates, maturity dates, etc.) .

PROMISSORY NOTE #6811 DATED 8/04)2006.

B. All future advaences from Lender to Mortgagor or other- future obilgations of Mortgagor to Lender .
: under eny promissory note, contract,’ guaranty, or other evidence-of debt existing now or
- executed alger this Security Instrument “‘whether or not this Secwrity Instrument is specifically
W refarenced, or such future advances or future obligations are inewred for any putpose,that was
‘ . related or unrelated to the purpose of the Security Insfrument., If more than ohe pérson signs this
Security Instrument, each Mortgagor agrees that this Security Insttument will-secure all future .
advances and future dhligations that are given to or incurred by any ohe or more Mortgagor, or
- any one or more Mortgagor and others. All future advances and other fuwure obligations are
secured by this Security Instrument even though all or part may not yet be advanced. ‘All future
-advances and other future obligations are secured as if .made on the date of this Security
Instrument. Nothing In this Security Instrument shall constitute a commitment to make
additional or future loans or advances in any amount. Any such ¢ommitment must be agreed 10
n a seperate wiiting. . . .

C. All obligations Mortgagor owes 1o Lender, which now exist or may later arise, to the extent not
prohibited by law, including, but not limited to, liabilities for overdrafts relsting to ariy deposit
account agreement between fMortgagor and Lender. ’

D. All additional sums advanced and expenses incurred by Lender for insuring, preserving -or
otherwiss protecting the Property end its value and any other sums advenced and expenses

—- . incurred by Lender underthe terma of-this Security Insttument. . « ;

I - emdnin s 4 e e Ar—— . s

This Security Instrument-will not secure any other debt if Lender fails 1o give.any required notice of the
right of rescission. ) :

5. PAYMENTS. Mortgagor agrees that all payments under the Secured Dabt will be paid when due and in
. accordance with the terms of the Secured Debt and this Security Instcument. :

6. WARRANTY OF TITLE. Mortgagor warrants that Mortgagor is or will be lawfully seized of the estate
.- conveyed by thiz Security Instrtument and has the right to grant, bargain, convay, sell, mortgage end

warrant the Property. Mortgagor alsa warrants that the Property is unsncumbered, except for
encumbrances of record. - . :

7. PRIOR SECURITY INTERESTS. With regard 10 any. other mortgage, deed of trust, security .agreement or

other lisn document thet created.a prior security interest or encumbrance on the Property, Mortgagor
agrees: oo o ,

Ipago 2 01 9)
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A. To make all payments when due and to perform- or comply with all covenants,

B. To promptly deliver to Lender any notices that Mortgagor receives from the holder.

C. Not to sllow any modification or extension of, nor to requast any future advances under any
* note or agreement secured by the lien document without Lender’s prior written consent.

8. CLAIMS AGAINST TITLE. Mortgager will pay all texes, assessments, lisns, encumbrances, lease
+  payments, ground rems, utlitles, and other charges relating to the Property when due. Lender may
* require Mortgagor to provide to Lender copies of all'natices that such amounts are due and theteceipts
-evidencing Mortgagor's payment. Mortgagor will defend title to the Praperty against -any claims that
would kapalr the lien of this Security Instrument., Mortgagor agrees 0 assign to Lender, as requested
by Lender, any rights, claims or defensas Mortgagor may have mgainst parties who supply labor or
materials to maintain or improve the Property, - i Tl A
8. DUE ON SALE OR ENCUMBRANCE. Lender may, at its option, declare the entire balance of the Secured
Debt to be immediately due and payable upon the creation of, or contract for the creation of, any lien,
encumbrance, transfer o1 sale of alt or any part of the Property. This right is subject to the restrictions
imposed by federal law {12 C.F.R. 591), as applicable. This covenant shall run with the Property and
shall romain in effect until the Secured Debt is paid in full and this Security Instrument is released,

10. TRANSFER OF AN INTEREST IN THE MORTGAGOR. If Mortgagor is' an entily other than a natural
. person (such asiacorporation or-other organization), Lender may demand Immediste payment ifi- -
A. A benasficisl interest in Mortgagor is sold or wransferred. .
B. There is a change in either the Identity or numbar of members of a partnership or similar entity.
C. Ther‘: is a change in awnership of more than 25 percent of the voting stock of a corpotation or
similar entity,

However, Lender may not demand payment in the above situations if it is prohibited by law as of the
date of this Security instrument. .

11, ENTITY WARRANTIES AND REPRESENTATIONS. (f Mortgagor is an entity other than a natural person
{such as a corporation or other organization}, Mortgagor makes to Lender the following warranties and
representations which shall continue as long as the Secured Dobt remalns outstanding: - .

. A. Mortgagor is duly organized and validly existing in Mortgagor's state- of incorporation or
organization. Mortgagor is in good standing In all states In which Morigagor transacts businass.
Mortgagor has the power and authority to own the Proparty and to carry on its business as now
being conducted and, as applicable, is qualified to do so in each state in which Mortgagor
operates. .

. B exacution, delivery and performance of this Security Instrument by Mortgagor and the

- " abligations evidenced by the Secured Debt are within the power of Mortgagor, have been duly
authorized, have racsived all necessary governmental approval, and will not violate any provision

. of law, or order of court or gavarnmental agency. i

C. Other than previously disclosed in, writing to Lender, Mortgagor has not changed its name within
the last ten years and has not used any other trade or fictitious name., Without Lender's prior
written consent, Mortgagor does nat and-will ot use any other name and will preserve its
existing neme, trade hames and frenchises until the Secured Debt is satisfied.

12. PROPERTY CONDITION, ALTERATIONS AND [NSPECTION. Matgagar will keep the Property in good
condition and make el| rapairs that are reasonably necessary. Mortgagor shall not commit or gliow any
waste, impairment, or detetioration of the Property. Mortgagor will keep the Property free of noxious
weeds ond grasses. Mortgsgor agraes that the nature of the occupancy end use wilt not substentially
change without Lender's prior written consent. Mortgagor will not parmit any change in any license,
restrictive covenant or_eassment without Lender's prior, written gonsent. Mortgagor will notify Lender,
gt all demands, progeedings, cleims, and actions -against Martgagar, énd of any loss or damage to the

operty.

No portion of the Property will be remaved, dernolished or materially altered without Lender’s prior
written consent except that Mortgagor has the right to remove items of personal property cornprising a
part of the Property that become worn or obsolete, provided that such personal property is replaced
with other personal property at least equal in valua to the replaced personal property, free from eny title
retention device, sacurity egreement or other encumbrance. Such replacement of personal property will
be deemed sﬁeﬂ ‘to the security interest created by this Security Instrument. Mortgagor shall not
partition or subdivide the Property without Lendar's prior written consent.

Lender or Lander’s agents may, at Lender's option, enter the Property at any reasonsble time for the
purpose of inspecting the Property. Lender shell give Mortgagor natice at the time of-or before an

. inspection specifying a reasonable purpose ‘for*tha inspection. Any inspéction of the Property shail be
entirely for Lender’s benefit and Mortgagor - Will in no way rely on Lendsr's inspection.

fpage 3 of 9)
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13. AUTHORITY TO PERFORM. It Mortgagor fails to perform any duty or any of the covenants contained in
this Security Instrument, Lender may, without notice, .perform or ceuse them te be performed.
Mortgagor appoints Lender as attorney in fact to sign Mortgagor’s name ar pay any amount necessary

., for performance. Lender's right to perform for Mortgagor shall not create-an obligation to perform, and
Lender"s failure to perform will not preclude Lender from exercising any of Lendes's other rights undes
the law or, this Security. Instrument. if.any construction on tha Property is discontinued or not carried on

.. - . in a8 yeasonable manner., Lendér.may take all steps:necessary.10 protect,Lander’s security interest in the
Property, including completion of the construction, . - .

14. ASSIGNMENT-OF LEASES AND RENTS.- Mortgagor. assigns; grants, bargains, conveys, mortgages and
warrants to Lender as additional security all the right, title and interest in the following {Property).

N A, Existing or futre leases, subleases, ficenses, guaranties and any other wrltten or verbal
apreemants for the usa and occupancy -of the Property, including but not limited to, any
extensions, renewals, modifications or replacements {Leasas). .

B. Rents, issues and profits, including but not limited to. security deposits, minimum rents,
percentage rents, additional rents, common area maintenance charges, parking charges, real
estate taxes, other epplicable taxes, insurence premium conuibutions, liquideted damages
.following detautt, cancellation: premiums, *loss of rents" insurance, guest receipts, ravenues,
royalties, proceeds, bonusaes, accounts, contract rights, general intangibles, and all rights and
claims which Mortgagor may have that in any way pertain to or are on account of the use or

2vay oy _ .. OCcupsncy of the whole or any,part of the Property {Rents)s ..o . oxe - . o 2 L - g -
In"the &vent any item Tisted 45 Leases or Rents is determined ta be personal propérty, this“Assignment -

. will also be regarded as a security agreement. L

- .a

Mortgagor will promptly praovide Lender with copies of the Leases and will certify thase Leases are trua
and correct copies, The existing Leasas will be provided on execution of tha Assignment, and all future
Leases and eny other information with respect 1o these Leases will be provided immediately after they
are executed. Mortgagor may collect, raceive, enjay and use the Rents so lang as Mortgagor is not in
dafault. Morigagor will not collect in advance any Rents dus in future lease periods, unless Mortgagor
first obtains Lender's written consent. Upon default, Mostgagor will receive any Rents in trust for
Lender and Mortgagor will not commingle the Rents with any othes funds., When Lender so directs,

- Martgagor will endorse and deliver any payments of Rents from the Property to Lender. Amounts
callected will ba applied at Lender's discretion to the Secured Debts, the tosts of managing, protecting.
and preserving the Property, and other necessary. expenses. Mortgegor egrees that-this Security
«instrument: is immediately. effective between Mortgagor and Lender and effective as to third parties on

» - the recording of this-Assignment. - : s .
L “.o: - e

. As long as this Assignment is in effect,"Mortgagor vwarrants and represents that no default exists under
the Leases, and the parties subject to the Laasas have not violated any appliceble law on leases,
ficenses and Jandlords and tenants. Martgagor, at its sole cost and expense, will keep, observe and
perform, and require all other parties to the Leases 10 comply.with the Leases and any applicable law, If
Mortgagor or any party to the Lease defaults or fails to observe any applicable law, Mortgagor will
promptly notify Lender. f Mortgagor neglects or refuses to enforce compliance with' the terms of the
Leasas, then Lender may, at Lender's option, enforce compliance, :

Mortgagor will not sublet, modify, extend, cancel. or otherwise alter the Leases, or accept the
surrender of the Property covered by tha Leases {unless the Leases so.require} without Lender’s
consent. Mortgagor will not assign, compromise, subordinate or encumber the Leases and Rents
without Lender’s prior written consent. Lender doas not assume or become liable for the Property’s
maintenance, depreciation, or other losses or damages when tender acts to manage, protect or
preserve the Property, except for losses. and,damages due 1o Lender's gross negligence or intentionat
toris.~Otherwise, Mortgagor- will-indenmnify* Lender<and hold-Lender hammilegs for-all-liability;2loss or -
damage that Lender may incur when Lender opis to exercise any of its remedies against any party -
obligated under the Leases. . )

16. LEASEHOLDS; CONDOMINIUMS; PLANNED UNIT DEVELOPMENTS, Mortgagor agrees to comply with
the pravisions of any lease if this Security Instrurpent is on a leasehald. if the Property includes a unit in
a condominium or a planned unit development, Mortgagor will perform all of Mortgagor®s duties under
the covenants, by-laws, o regulations of the condominium of plannaed unit development.

16. DEFALULY. Mortgagor will be in default if any of the following-occur: . .
. A, Any party abligated on the Secured Debt fails 10 make payment when due;
B. A breach of any term or covenant in this Security Instrument or any other document executed
for tha purpose of cranting, secusing or guarantying the Secured Debt; |~ -« : ]
*C. 'The- making or furnishing of ‘any. verbal or -written representation,. statement or: warrenty 1o

Lender that is false or incorcect.in sny material respect by Mortgagor or any person or entity
obligated on the Secured Debt;

A w’
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D. The death, dissolution, or insolvency of, mppdinfingnt:of a receiver for, or application of any
debtot relief law to, Mortgagor or any other person of entity obfigated on the Secured Debt;
. E. A good faith belief by Lender atany time that Lender is insecure with respect to any ‘person or
: entity obligated on the Secured Debt or that the prospect of any payment'is impaired or the
- value of the Property is impaired; - - ..
. F. A -material adverse change in Mortgagor's business including ownership,’ management, and
. - financial.caonditions, which Lender in its opinion believes impans the value of the Property or *
repayment of the Secured Debt; or . ' .
G. Any loan proceeds are used for a purpose that will contribute to excessive erosion of highly

erodibls land or to tha conversion of wetlands to produce an agricultural commodity, as further
explained in 7 C.F.R. Part 1940, Subpart G, Exhibit M.

17. REMEDIES ON.DEERULT. In some instances, federal and staté law will require Lender 1o provide
Mortgagor with natice of the right 1o cure or other notices and may establish time schedules for
_ foreclosure actions. Subject to thasa limilations, if any, Lender may accelerate the-Secured Debt and

- foreclase this Secutity Instrument in a manner provided by law If Mortgagor is in default.

At the option of Lender, all or any part of the agreed fees and charges. accrued interest and principal
shall becoma immediately due and payable, after giving notice if required by law, upen the occurrenca
of a default or anytime thereafter. In addition, Lender shall be entitled to ail the remedies provided by
law;-the terms of- the Securad-Debt, this. Securily Instrument and any related documeéntsAll-remedies™= - . +-
are distinct, cumulative and not exclusive, and the tender is entitled ta all remedias provided at law or
equity, whether or not expressly set forth. The acceptance by Lender of any sum in payment of partial
payment on the Secured Dobt after the balance is due or is accelerated or after foreclosure proceedings
are filed shall not constitute a waiver of Lender’s right to require complete cure of eny existing defaulx,

By not exercising sny remedy on Mortgagor's dafault, Lender does.not waive Lender's right to later
considar tha event a defauit if it continues or happens again.

18. EXPENSES; ADVANCES ON COVENANTS: ATTORNEYS' FEES; COLLECTION COSTS. Except when
prohibited by law, Morigagor agrees 1o pay all of Lender"s expenses if Mortgagor breaches any
covenant in this Securlty Instrument. Morgagor will also pay on demand any amount incurred by
Lenrder for inswring, inspecting, preserving or otherwise protecting the Property and Lender’s security
interest. These expensas will bear interes! frorm the date of the payment until paid in full at the highest
interest rate in effect as provided in tha terms of the Secured Debt. Mortgagor agress to pay all
reasonabla costs and expenses incurred by Lender in collecting, enforcing or protecting Lender's rights
and remedies under this Security Instrument. This amount may include, but is not limited to, coliection
agency fees or attorndys’ fees, but not both, and other legal costs and expenses Incurred by Lender in
exercising any remedy under this Loan or under the law, for all-persons other than saleried employees
of Lender, This Security Instrument shall remain in effect until released. .

. 19. ENVIRONMENTAL LAWS AND HAZARDOQUS SUBSTANCES. As used in this section, {1} Envitonmental
Law means, .without limitation, the Comprehensive Environments! Response, Compensation and
Liability Act {CERCLA, 42 U.5.C. 9601 et seq.), all other federal, state and local laws, regulations,

- ordinances, court orders, attonsy general opinions of interpretive lettets concarning the public health,
safaty, welfare, environment. or a hazardous substance; and {2) Hazardous Substance means any toxic,
radioactive or hazardeus material, waste, pollutant or contaminant which has .characteristics which
render the substance dangsrous or potentially dangercus to the public health, safety, welfare or
environment. The term includes, without limitation, any substances defined as “hazerdous material,”
"toxic substances,” "hazardous waste,” “hazardous substance™ or “repulated substance™ under any
Environmental Law. o ’
Mortgagor.represents, warrants'and agrees thati = ™ L

A. Except as pravicusly disclosed and acknowledged in writing to.Lender, no Hazardous Substance
has been, is, or wiil be located, transported, manufsctured, treated, refined, ar handled by any
pearson on, under or about the Property, except In the ordinary course of business and in strict
compliance with ell applicable Environmental Law. ] ) ) .

8. Except as previously disclosed and acknowledged in writing to Lender, Mortgagor has not and
. will not cause, contribute 1o, or permit the relsase of any Hazardous Substance on the Property,

C. Mortgagor will immediately notify Lender if (1) a releasa or threatened release of Hazardous
Substance occurs on, urider or about the Property or migrates or threatens to miprate from
nearby property; or {2) there is a violation of any Environmental Law concarning tha Property. In
such an event, Morigagor Will teke all necessary remedial action in accordance with
Enviranmental Law. S . _ i

D. Except as previously disclosed and acknowledged in writing to Lender, Mortgagor has no

. knowledge of or reason to beliave there is any pending or threatened investigation, cleirn, or

proceeding of any kind relating to {1) any Hazardous Substance lacated-on, under or.ebout tha
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Property; or. {2) eny viclation by Morigagor or any tenant of any Envircnmental Law, Mongagor -
will immediately notify Lender in writing-as soon as Mortgagor has reason 1o believe there is any
. such pending or threatened investigation, claim, or proceeding. In such sn event, Lender has the
., tight, but not the obligation, ta-participate in.any such proceeding including the right 1o receive
‘e - _ .copies of any documents relating to such procéedings.

a0 t,E'.,.Em:egt as.previously disclosed. and acknowledged in writir{g to Lender, Morigagor and every

:-enam have been, are’ and shall remain in full. compliance .with .any. epplicable Environmenital
« . law. . : .. . ’ . .. . )
F. Except as praviously disclosed and acknowledged in writing to Lender, there are no underground - -
storage tanks, private dumps or open wells located on or under the Property and no such tank,
. __ dump or well will be added unless Lender first consents in writing. . . -
o : G. Mortgagor will regularly inspect the Property, monitor the activities and operations on the
S . Property, and confirm that all permits, licenses or epprovels required by any applicable
. : Environmental Lew are obtained and complied with, . S
H. Mortgagor will permit, or causa any tenant to permit, Lender or Lender's agent to enter and
inspect the Property and review all records at any reasonable time 10 ‘datermine (1} the
existence, location and nature of any Hazardous Substance on. under or about the Property; {2} -
- the existence, locetion, nawre, and magnitude of eny Hazardous Substance that has been-
released on, under or ahout the Property: or {3) whether or not Mortgagor and eny tenant are in
compliance with applicable Environmental Law. o L Co

vt sty s Laddpon Lender's request and at any.time, Mortaager egrees: at, Mortgagors-expensg, 10.engage a.

s
-

. qualitied environmental engineer ta prepare an environmental auditof ttie Property snd to submit
the results of such audit to Lender. The chaice of tha environmental engineer who will perform

- - such audit is subject to Lender's approval. . S

_J. Lender has the right, but not tha obligation, 1o perform any of Mertgagor's obtigations under this

" section st Mortgagor's expense. ) ) : S . .

K. As o consequence of any breach of any representation, ‘warranty or pramise mede in this
section, {1) Mortgagor will indemnify and hold Lender and Lender's succassors of assigns
harmless from and egalnst all losses, cleims, demands, fiabilities, damagas, cleanup, response
and remediation costs, panalties and expenses, including without limitation all costs of fitigation
and attorneys' feas, which Lender and Lender’s successors or assigns.may susteln; and {2} at
Lender's discration, Lender may release this Security Instrument and in retumn Mortgagor will

_ pravida Lender with collateral of st least equal value to the Property secured by this Security
Instrument without prejudice to any of Lender's rights under this Security Instrument. - : :
. .+ L. Notwithstanding any of the language contained in this Security Instrument.to the contrary, the
. terms of this section -shell survive, any foreclosure_ or -satisiaction of this Security Instrument
regardless of any passage of title to Lender or any disposition by Lender- of any or eli of tha
., Property, .Any claims and defenses to-the-contrary-are hereby-waived. . i . ’
20. CONDEMNATION. Mortgagor will give Lender:prompt notice of any pending or threatened action, by -
private or public enthies to purchase or take any or all of tha Property. through condamnation, eminent
domain, or any other means. Mortgagor authorizes Lender to intervene in Mortgagor's name in any of
tha above described actions or claims. Morigagor assigns to Lender the precseds of any award or claim
.for damages connected with a condemnation of other taking of all or any part of the Property. Such
proceeds shall be considered payments and will be applied as provided in this Security Instrument. This
assignment of procesds is subjact to the terms of any prior mortgage, deed of trust, secucity agresment
or other lien document. - ) . - : - i o

21. INSURANCE. Mortgagor agrees to maintain insurence as follows: - L -
A. Mortgagor shall kesp the Property insured against loss by fire, flood, theft snd other hazards and
L risks reasonably associated with the Property dua to its type and location. This insurance shall

ta.faintalned in the.amounts* and-~fof :tha pericds. that Lender requires. ‘What :Lenddr Toquirés~ -

pursuant 19 the preceding two sentences can change during the term of the Secured Debt. The
insurence carfier providing the insurance shall be chosen by Mortgagor subject to lender’s
- . approval, which shell not be unreasonably withheld. f Mortgagor fails to maintain the coverage
“described above, Lender may, at Lender's option, obtsin coverage to protect Lender's rights in
the Property according to the terms of this Security Instrument. R :

All insurance policies and renewals shall ba acceptable to tender and shall include a standerd
“mortgage clause™ end. where applicable, “loss payee clause.” Mortgagor ‘shall immediately
notify Lender of cancellation or termination of the insurance. Lender shall have tha right to hold
the policias and renewals. If Lender requires, Mortgagor shall immediatsly ?ive to Lender all
receipts of pald premiums and renewal notices. Upon loss, -Mortgagor shall give immediate
notice 1o the insurance carrier and Lender. Lender may make proof of loss if not made
immediately by Mortgapor. . : : ’

LY -3
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- Unless otherwise agreed in writing, all insuraride pidoeeds shall be applied to restoration or
fepair of the Property o to the Secured Debt, whether or niot then due, at Lender's option. Any
- application of proceeds to principal shall not extend or postpone the dus date of scheduled
payment nor change the ‘amount of any payment. Any excess will be paid to the Mortgagor. If
the Property is acquired by Lender, Mortgegor's right ‘to any insurance policies and proceeds
+ _resulting from damags ‘to the Property before the acquisition’ shall pass to Lender to the extent
"+ of tha Secured Debt nmediately before the ‘acquisition. *~ ° R i
B. Mortgagor agrees 1o maintain comprehensive general liability insursnce naming tender as an_

additional ifsured in an amount acceptable 1o Lender, insuring Bgainst clsims arising from any -

gccident or occurrenca in or on the Property. :

C. Mortgagor egrees to maintain rental loss or business interruption insurance, as raquired by -

Lendar, in an amount equal 10 at least coverage of one year's debt service, and seguired escrow

ltic:ctmmldeposits {if agreed 10 separately in writing), under & form-of policy “dcceptable to
ender,

22, ESCROW FOR TAXES AND INSURANCE. Unless otherwlsa' provided in a separate agréement,
Mortgager will not be required to pay to Lender funds for taxes and insutance in escrow, )

23, FINANCIAL ﬁEPORTS AND ADDITIONAL DOCUMENTS. Mortgagof will provide tq- Lender upon request,

ény financial statement or information Lendar may deom reasonably necgssary. Mortgagor agrees to
~,8ign, deliver, and filé any additional-documents or-certifications that, Lender may*conisidér-necessary to*

_ perfect, contifue, and preserve Mértgagar's obligations under this Security Insttument and Lender's lien
status on the Property. . ) : . .

. 24, JOINT AND INDIVIDUAL LIABILITY; CO-SIGNERS; SUCCESSORS AND ASSIGNS BOUND. Al duties

under this Security Instrument are joint and individual. If Mortgagor signs this Security Instrument but
does not slgn an evidence of debt, Mortgagor does so only 10 mortgage Mortgagor's mterest in the
Property to secure payment of the Secured Debt and Morstgagor doas not agree to ba personally liable
on the Secured Debt. If this Security Instrument secures a guaranty between Lender and Mortgagor,
Mortpagor egrees ta waive any rights that may prevent Lender from biinging any action or claim
.against Mortgagor or any-party indebted under the obligation. Thesa rights may include, but ere not

limited to, any anti-deficiency or one-action laws. Martgager agrees that Lendac and any party to this -

Security Instrument may extend, modify or make any changs in the terms of this Security instrumant or
any evidence of debt without Mortgagor’s consent. Such a change will hot release Mortgagor from the
terms of this Secuiity Instrument. The duties and benefits of this Security Instrument shall bind and
bénefit the successors-and assigns of Mortgagor end Lender, . .

25. APPLICABLE LAW; SEVERABILITY; INTERPRETATION. This Security Instrument is governed by the
laws of the jurisdiction in which Lender is located, except to the extent otherwise required by the laws
of the jurisdiction where the Propenty is focated. This Security Instrument is complete and fully
integrated. This Security tnstrument may not be amended or modifiad by aral agreement. Any section in

., this Security Instrument, attachments, or any agreement related ta tha Secured Debt that conflicts with

" applicable law will not be effective, unless that law expressly or impliedly permits the variations by
writtan agreement. If any section of this Secusity Instrument cannot ba enforced according to its terms,
that section will be severed end will not affect the enforcenbility of the remainder of this Security
Instrument. Whenever used, the singutar shall include the plural and the plural the singuler. The captions
and headings of the sections of this Sacurity Instrument are for. convenience only and are not to be

‘ rsed to interprat or define the terms of this Security Instrument. Time is of the essence in this Security
nstrument. ' : A . - .

26. NOTICE.-Unless otherwise fequirad by law, any notice shall be given by delivering it_'of by maillng it by
=" first eless mail to the dppropriais party's'addrdss 6n page 1 of this Security Indtrumént, af to any other
- address designated in writing. Notice 10 one mortgagor will be deamed to bs notice 1o all mortgagors.

27. WAIVERS, Except to thes sxtent prohibited by law, Mortgagor waives all appraisement, homestead
exemption, and redemption rights réfating to J.e Property, However, the waiver of redemption is not
applicable 10 that portion of the Property that covers agricultural land or a single ar two-family dwalling -
owned by or hald in trust for a natural parson. , ‘ - Ny

28, }l.é.tf:. PROVISIONS. If checked, the following are applicable to, but do not limit, this Security’
nstrument: = . - ) : ’

D  Conatruction Loan, This Security Instrument secures an obligation incurred for the construction
of an improveinent on the. Praperty. . o .

O  Fixture Filing. Mortgagor grants to Lender a security interest in elt goods that Mortgagor owns
now or in the future and that are or will become fixtures related 1o the Property. .

. : (page 7 of 9}
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3 Crops; Timber; Minerals; Rents, Issues and Profits. Mortgagor grants 10 Lender a security
interest In all crops, timber and minecals located on the Property as well as all rents, issues, and
profits of them including, but not limited to, .all Conservation Reserve Prograrh (CRP) and
Payment in Kind (PIK) payments and similar governmental programs {ali of which shall also be
included in the term "Property®). .

Parsonal Property. Mortgagor grants to Lender a security interest in, all personal property located

on or connected with the Property, including all ferm products, inventory, equipment, saccounts, .

documents, instruments, chattel paper, general intangibles, and ali other items of personal
property Mortgagor owns now or in the future and that ere used or useful in the construction,
ownership, operation, management, or maintanance of the Property {all of which shell also be
included in tha term "Property™). The tern "personet property® specifically excludes that
property described as “household goods™ secured in connaction with s "consumer”™ loan as

those terms are defined in applicable federsl regulations goveming unfair and. deceptive credit
practices. . .

01 Filing As Financing Statement. Mortgagor agrees and acknowledpes that this Security
instrument also suffices bs a financing statement and any carbon, phatographic or othaer
reproduction may be filad of racord for purposes of Article 9 of the Uniform Commercial Code.

"=t ~7""29; OTHER TERMS. Ifrchecked. the following are applicgible o this'Sacurity nstruments, .. v ~« « +%. <

O Liné of Credit. The Secured Debt includes a revolving line of credit provision. Although the

Secured Debt may be reduced to 2 zero balance, this Security Instrument will remain in effect
until released. - ’

1 Agricuhtural Propé_ny. Mortgagor covenants and warrants that tha Property will be used

principally for agricultural or farming purposes and that Mortgagar Is an individual or emity
allowed to own agricultural land as specified by law, ’

O Purchase Money Mortgaga. The Secured Debt includas monay which is used in whole or in part
: to-purchase the Proparty. ’

Separate Assignment. The Morntgagor has executed or Mti execute & séparaté assignment of
leases and rents. If the separete assignment of lemses and rents is properly executed and

.recorded, then the separate assignment will supersede this Security Instrument’s *Assignment -

of Leases and Bents" section.

D Additional Terms.

-« v . " MR YR " Ty e . e ..

30.-WAIVER OF JURY TRIAL, To the. extent not prohibited by law, Mortgagor and Lender knowingly and
intentionally waive the right, which the party may have, to a trial by jury with respect to any htigation
atising from the Secured Debt, or any other agreement executed in conjunction with the Evidence of
Debt and this Mortgage. Mortgagor and Lender each acknowledge that this saction has- either been
brought to the a\tenti?n, of each party’s legal ¢ounsel or that each party had the opportunity to do so.

fpage 8 of 8)
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" SIGNATURES: By signing below, Mortgagor agrees to the-terms and covenants contained in this
Security Instrument and in eny attachments. Mortgagor also acknowledges receipt of a copy of this
Security Instrument on the date stated on pagsa 1.

Entty Nome: HOWISON HEIGHTS, INC. ' ' C e

{Signature} {Dare)
{Signature} {Date) {Signature) {Date)
1 .
ACKNOWLEDGMENT: - '
STATE OF _ . couu'rv oF A, ¥ * S
- todvacy  This instrurnenit was acknowledged before ms this __* ___day of - N
. by
My commission expires:
{Notary Public)

STATE OF KANSAS Jcountvor _alme.,  yss,

This instrument was acknowledged before me this 17TH day of _JANUARY, 2007
{Buriners by JIMOTHY B. HOWISON, PRESIDENT/SECRETARY : '

Y . . (Titletsl}
ment . of HOWISON HEIGHTS, INC. Name of.Busingss or Entity] -

a _KANSAS CORPORATION" i “on behalf of the
business or entity.
Mv commission expires: | 0f2.0 }93

gé JAY D. JENSEN
"Notary Public- State of Kans
My Appt. Expires ‘le

|_ e ......._.‘....:;‘h.‘:-.::l..‘..x.f:.b.l.s‘.:‘.i:etf.h'b:i'?:

ExBeresl ©1893, 2001 Banks Systems, Inc., St. Cloud, MN Form AGCO-RESHKS 11/26/2003. ) {page $ o 9J




Book: 1143 Page: 1958

EXHIBIT "a"

S .

A tract of Iand situated in the Southwest comer of the West Half of the Southwest Quarter (Wi SW¥) of

Section Thirteen (13), Township Thirteen (13) South, Range Three (3) West of the 6th PM,, in Saline
Counly, Kansas, which is more particularly described as follows:

Beginning at 2 point on e South fine of said Southwest Quarter (SW%) and One Hundred Sixteen {116)
feet Fast of the Southwest comer thereof, said pint being on the East line of the Kansas Sfate Highway

tract; thence North along said East line, One Hundred Five (105) feet; thenca East and:pasallel with said. ..

South line a'distance of One Hundred Twelve (112) féet; thence Socith One Huridred Five {105} feat to said
South line; thehce West along said South line of sakt Southwest Quarter (SW‘A) a distance of One Hundred

Twelve (112) feet to the polnt of beginning.

A tract of land located in the East Half (EY) of Secﬁon Twelve {12), Townshlp Thirteen (13) South, Range
‘Three (3) West of the 6th P.M,, in Saline Gounty, Kansas more particularly described as follows:

Commencing at the Southwest comer of the Southeast Quarter (SE%) of sakl Section Twelve (12); thence
N0O*03'01"W along tha West fine of said Southeast Quarter (SE%) a distance of One Thousand Eight
Hundred Sixteen and Twenty-nine Hundredths (1816.29) feet; thence East and: parallel to the South fine of
sald Southeast Quarter (SEY) a distance of One Hundred (160.00) fest to the point of beginning.; thenca
East and paraliel to the South line of said Southeast Quarler (SEY) a distance of Thiry (30.00) feet; thence
North and paraliel to the West fine of sald Southeast Quarter (SEYA) a distance of Sixty (60.00) feet, thence
West and parafie] to the South line of said Scutheast Quarter (SE) a distance of Thirly (30.00) feek; thence
S00°03'D1*E along the West line of sald Southeast Quarfer (SEY) a distance of S:xly {60.00) feet back to
the palnt of baginning.

Well Site #1 ’
A tract of land located in the East Half (E%) of Section Twelve (12), Townshlp Thirteen (13) South, Range
Three {3) West of the Gth P.M., in Safine County, Kansas more particularly described as follows:

Commendng at the Southwest comer of the Southeast Quarter (SEV) ‘of Section Twelve (12), thence
NDD°03'01"W along the West ne of said Southeast Quarter (SEX) a distance of Two Thousand Four
Hundred Twanty-four and Forty-five Hundredths (2424.45) feet; thence Easlt parallel to the South line of sald
Southeast Quares (SEVA) a distance’of Ode Hundred (100.00) fea; thence Northi' paraial to the West line of
sald Southeast Quarter (SEY) a distance of Sixty (60.00) feet; thenca West and pataliel to the South line of
sald Southeast Quarter (SEY) a distance of One Hundred (100.00) feet; thence S00°03'01"E along the
Westline of sald Southeast Quader (SE’A) adistance of Slx{y (60.00) feet back o e point of beginning.

Well Site #2
Atract of land Jocated in the East half (E%) of Section Twelve (12), Township Thirteen (13) South Range
Three (3) West of the 6th P.M.; in Saline County, Kansas, more particularly descnbed as follows:

Commencing at the Southwest comer of lhe Southeast Quarter (SEY) of said Section Twelve (12); thence
N00°03'01"W alang the West fina of said Southeast Quarter (SE%) a distance of One Thousand Eight
Hundred Sixteen and Twenty-nine Hundredths (1816. 29) feet; thence East paraliel to the South fina of saig
Southeast Quarter (SEX) a distance of One Hundred (100.00) feel; thence North paralle! to the West line of
said Southeast Quarter {SEJ) a distance of Sixty (60,00) feet; thenca West and paraliel to the South fine of
said Southeast Quarter (SEY) a distance of One Hundred (100.00) feef, thence S00°DIQ1'E along the
West line of sald Southeast Quarter (SE/) adistance of Sixty (60.00) reet back 1o the point of beginning.

-
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Standpipa Site :
A fract of land locafed in the East Haff (E%) of Section Twelve (12), Township Thirteen (13} South, Ranga
Three (3) West of the 6th P.M., in Saline County, Kansas, more particularty described as follows:

Commencing at the Southeast corner of the Southeast Quarter (SE%) of said Section Twelve {12); thence

NOO°01'30°E along the East line of said Southeast Quarier {SE%) a distance of Two Thousand Three
- - Hundred Twenty-seven and Savenly-eight Hundredths (2327.78) foet; thence NBI°5820°W a distance of
== Fifty (50.00) feet to the West Right-of-Way fine of Ohio Strest; thence N89°58'20"W a distance of Three
Hundred Eighty and One-hundredth (380.01) feat; thence NDO°0118'E a distance of Fifty (50.00) feet:
thence S89°6820°E a distance of Three Hundred Eighty and One-hundredth (380.01) feet;, thence
S00°01'30°W a dislance of Fifty (50.00) feet back to the point of beginning, cantainlng an easement for_
tuming purposas, s2id easementis described as follows: - '

|

|

| Beginning at the Southeast comer of the above described tract; thence N89°6820'W.a distance of Three «-
‘ - ) Hundred Thirty-and Ona-hundiedth (330/01) feet to tha point of beginning, thence N89°58'20:W a distance

| of Fifly {50.00) feet; thence $00"01'18"W a distance of Fifty (60.00) feet; thence N45°00100°E a distance of

| Seventy and Sixty-nine Hundredths (70.69) feet to the point of beginning. ' ,

\

A parcel of land in the Northeast Quarter of Section Twei\}e'(12),, Township Thirteen (13) South, Range
Three (3) West of the 6th P.M., in Saline County, Kansas, more particularly described as follows:

| Commencing at the Northwest corner of said Northeast Quarter (NEY); thence along the West line of said

| Northeast Quarter (NEY:) on a assumed bearing of S00°19'21"E, a distance of Two Hundred Thirty-three -
(233) feet; thence SBI°5907'E, a distance of Ninety-two (92} feet to the point:of beginning of the’ parcel tg
be desciibed: -thence SB89°S$0T'E, a distance of Thirty (30) feet; thence S00°1921°E. a distance of Thirly
(80) fest; thence NB9°5907°W. a distanca of Thirty (30) feet; thence NOO*19'21"W, a distance of Thiry (30) - -
feetto the point of beginning.. - . ) . :
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REAL ESTATE MORTGAGE
{With Future Advance Clause}
1. DATE AND PARTIES. The data of this Mortgage (Security Instrument) 1s _07-19:2010

and the perties, therr addresses and tax idenuficauion numbers, If required, are as follows:
MORTGAGOR:

HOWISON HEIGHTS, INC., TIMOTHY B. HOWISON, TRUSTEE OF THE TIMOTHY AND MELINDA HOWISON TRUST,
TIMOTHY B, ROWISON

1212 MEYER DR

SALINA,KS 674015274

0 ¥ checked, refer 1o the antached Addendum mcorporated herein, far additional Mongagors. their
signatures end acknnwledgmems '
LENDER: . :

Cantzal Nauenal Bank

Organuzed and exssitng undet tha laws of the United States of Amenca
PO Box 128

600 Maple Gypsum, KS 67448,

2. CONVEYANCE. For good and valuable consideration, the receipt and sufficiency of which s
acknowledged, and to secure the Secured Debt {defined below} and Mongagor's performance under

this Secunty Instrument, Mortgagor grants, bargains, cunveys, martgages and warrants to tender tha
following described property:

Sea attached Schedula €

KANSAS - AGRBUUURALICOHMERCIAL REAL ESTAYE SECURITY INSTRUMENT tpoge 1 of 8)
{NOT FOR FNMA, FHLMC, FHA OR VA USE, AND NOT FOR CONSUMER PURPOSES) e (P2G
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The property 15 located in _Saline County at_Multiple Tracts
. . ICounty)

. M ., Kansas
(Address) ICity)

{Zip Code)

Together with alf rights, easeiﬁems, appurtenances, royatties, minecal rights, aif and gas rights, crops,

umber, all diversion payments or third party payments made ta crop producers, all water and riparian
nghts, wells, ditches, reservors, and water stock and alt existing and future impravements, structures,
fixtures, and Jseplacements that may now, or at any time n the future, be part of the real estate
described above {afl referred to as "Property”).

e

ST I

MAXIMUM OBUIGATION LIMIT. The tote! principal amount secured by this Secunty Instrument at any
ong time shall not excesd $_215,000.00 . Thus timitation of amount does
not include interest and other fees and charges validly made pursuant to this Security Insttument, Also,
this limitation does not apply 10 advances made under tha terms of this Secunty [nstrument to protect
Lender's sscurity and to perform any of the covenants contained in this Security Instrument. The
timitation 1s for the purposes set forthin K S A § 9-1101, § 58-2336 and § 79-3102.

SECURED DEBT AND FUTURE ADVANCES. The term "Secured Debt" 15 defined as follows:

- A. Debt incurred under the terms of all promissory note(s), contract{s), guaranty(ies) or other
‘evidence of debt described below and el therr extensions, renewals, modifications or

substtulions fWhen referencing the debts below it is suggested that yois include items such as

borrowers’ names, note eamounts, interest rates, maturity daies. etc.}
PROMISSORY NOTE #MEa11 DATED 8]412006

B. Al futwre advances fram Lender to Mortgagar or ather future obligations of Mortgagor to Lendsr
under any promissory note, contract, guaranty, or other svidence of debt existing now o
executed after thus Secunty Instrument whether or not this Secunty Instrument s specifically
teferenced, or such future advances or future obligations are incurred for eny purpose that was
telated or untelated to the purpose of the Secunty Insrument If more than one person signs this
Secunty Instrument, each Mortgagor agrees that this Secunty Instrument will secure all future
advances and future obligations that are given to or incurred by any one or more Mortgagoer, or
any ons of more Mortgagor and others ANl fuluwre advances and other future obligations are
secured by this Secunty Instrument even though all or pert may not yet be advanced Al future
advences and other futura ghligations are secured as «f mada on the date of this Security
Instrument. Nothing i this Secunty Instrument shall constitute a commitment to make

addiionat dr future loans or advances in any amount. Any such commitment must be agreed to’

n a separate writing. .

C. Al obhigations Mortgager owes to Lender, which now exist or may later afise, to the extent not
prohibited by law, including, but not limited to, hiabilities for overdrafts relating to any deposit
account agreement between Mortgagor and Lender. : ‘ -

D. All edditional sums advanced and expenses mcurred by Lender for insuring, preserving or

; otherwiss protecting the Property and 1ts value and eny other sums advanced and expenses
incurred by Lender under the terms of this Security Instrument. .

This Sscunity Instrument wall not secure any other,dehf if Lendar fails to give any required notice of the
right of rescission. . : ’

PAYMENTS. Mortgagor agrees that all payments under the Secured Oebt will be pard when due and in
accordance with the tetms of the Secured Debt and this Security Instrument.

WARRANTY OF TITLE. Morlgagor warrants that Mottgagor 13 or will be lawfully seized of the es{ate
conveyed by this Secunty Instrument and has the right to grant, bargsin, convey, sell, inortgage and

warrant the Property. Mortgagor also warrents that the Praperty is unencumbered, excapt for
encumbrances of record, : . :

PRIOR SECURITY INTERESTS. With regard to any other mortgage, deed of trust, security agreement or

other lisn document that created & prior securty wterest or encurmbrance on the Property, Mortgagor
agrees: . .

fpage 2 of 8)
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A, Ta make all payments when due and to perform or comply with all covenants. .
© 'B. To promptly deliver 10 Lender any notices that Mortgager receives from the holder, . .
" C. Not to allow any modification of axtension of, nor 1o request any future advences under any
note or agreement secured by the hen document without Lender's prior written consent,

-8, CLAIMS AGAINSY TITLE. Mongagor will pay all taxes, assossments, hens, encumbrances,” lease

payments, ground rents, utilities, and other charges relating 1o the Property when due Leander may
vegquire Mortgagor to provide to Lender, copies of all notices that such amounts are due and tha receipts
evidencing Mortgagor's payment. Mortgagor will defend title to the Property against any clamms that
would impair the fien of this Security Instrument. Mortgagor agrees to assign to Lender, as requested
_by Lender, any rights, claims or defenses Mortgagor may have against parties wha supply labor or -
matenals to mamntamn or improve the Propggy. : : :

. 9. DUE ON SALE OR ENCUMBRANCE. Lender may, st its option, declare the entire balance of the Secured’

Debt to be immediately dua and payable upon the creation of, or contract for the creation of, any len,. -
encumbrance, transfer or sale of all or any part of the Property.. This right 15 subject to the restriictions
imposed by fedefal law (12 C F.R. 591), &8s applicable. This cavenant shal} run with the Property and
shall remain m effect unul the Secured Debt is paid in full and this Security Instrument is released. .

10. TRANSFER OF AN INTEREST IN THE MORTGAGOR. If Martgagor 1s an entity -other than a naturaf
" person {such as a cacporatian of other argantzation), Lender may demand immediate payment if:
- A. A beneficial interest in Mortgagor 18 sold or transferred. : : )
8. There 1s a change tn either the identity of number of members of a partnership or similar entity.
-, G The;e is a change n ownership of mare- than 26 percent of the voting stack of a corporation or
simi{ar entity, : :

Howaever, Lender may not demand' payment in the above situations W itis 'prbhlliited hy law as of the
daie of 1his Security instrument - : . R

1. ENTITY WARRANTIES AND REPRESENTATIONS, If Moitgagor 1s an entity other than a natural persan
(such as a corporation or other organization), Mortgagor makes 1o Lender the following warranties and
" representations which shall continue as long as the Secwed Debt remains outstanding: ‘

A. -Morgagor- s duly organized and vahdly existing i Mortgagar's state. of  incorporation or
organization. Mortgagor 18 In good standing n all states-in which Morigagor transacts business
Mortgagor has the pawer and authority 1o own the Pr?arty and to carry on its business as naw
being conducted and, as applicable, ts qualified 10 do so Iin each state in which Mortpagor
operates. : . o . . S

8 The execution, delivery and performance of this Security Instrument by Mortgagor and the
obligations evidenced by the Secured Debt.are within the power of Mortgagor, have been duly
authonized, have received all hecessary gavernmental approval, and will not vialate any provision
of law, or order of court or govemmental agency. . ’

C. Other than previously disclosed in wnting to Lender, Mortgagor has not changed its name within
the last ten years and has not used any other trade or fictitous name. Without Lender's prior

“written consent, Mortgagor does not. and will not use any other name and will preserve nts
existing name, trade names and franchises untl the Secured Debt 1s satisfied. :

12, PROPERTY CONDITION, ALTERATIONS AND INSPECTION. Martgagor will keep tha Property m good

condition and make all repairs that are reasonably necessary. Morigagor shall not commat.or allow any
.waste, impaiment, or deteroration of the Property. Morigagor will keep the Property.free of noxious
" weeds and grasses. Mortgagor agrées that the nature of the occupancy and use will not substantially -
change without Lender's prior written consent. Mortgagor will not permit.any change n any licanse,
restricuve covenant or easement without Lendar's prior written consent. Mortgagor will notfy Lender

,g: all demands, proceedings, claims, and actions against Mortgagor, and of any loss or damage to the
Property, » . . ' ' o

"Ne portion of the Property will be removed, demolished or matenally altered without Lender's pnios
written consent except that Mortgagor has the night to remove items of personal property comprising a
part of the Property that become woin or obsolewe, provided that such personal property Is replaced -
with other personal property at lzast equal In value to the replaced personal property, free from any title -

- retentich device, secunty agreement of other encumbrance. Such replacement of personal propesty wall
be deemed subject to the security mnterest created by this Sacurity Instrument. Martgagor shall not
partiion or subdivide the Property without Lender’s prior written consent. ) o -

Lendar or Lender’s sgents may, at Lender's opuon, enter the Property at any raasonable time for the .
- purpose of mspecting the Property. Lender shall give Martgagor notice at the ume of or before an

inspection specilying a reasonabls puspose for the mspection. Any inspacuion of the Property shall be
- entirely for Lender's benefit and Mortgagor will n no way rely on Lender's inspection. -

s, (PBEE 3 Of §)
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13, AUTHORITY TO PERFORM. If Mortgagor fails to perform any duty or any of tha covenants contamed in
this Secunty Instrument, Lender may, without nouce, perform or cause them to be performed
Mortgager appoints Lender as attorney (1 fact to sign Mortgagor’s name or pay any amount necessary
for performance Lendet’s nght to perform for Mortgagor shal??':ot create an obligation 10 perform, and
Lender"s failure 10 perform will not preclude Lender fram exercising any of Lender's other rights under
the faw or this Secunty Instrumeant if any construction on the Property is discontinued or not camied on

in a reasonable manner, Lender may take all steps necessary to protect Lender's security interest i the
Property, including complation of the construction. .

14, ASSIGNMENT OF LEASES AND RENTS. Mortgagor assigns. grants, bargams, conveys, mortgages and
warrants 10 Lerder as additional secunty all the right, utla and interest in the following {Property).

A. Extshinp or future leases, subleases, licenses, guaranties and any other written or verbal
agreements for the use and cocupancy of the Property, including but not limited to, any
extenstons, renewals, modifications or replacements (Loases) .

B. Rents, issues and profits, including but not himited to, secunty deposits, mimimum rents,
percentage rents, addiional rents, .common area maintenance charges, parking charges, feat
estate taxes, other applcable taxes, insurance premium contributions, liquidated damages
following default, cancellation premiums, "loss of rents™ insurance, guest receipts, revenues,
royalties, proceeds, bonuses, accounts, contract rights, general intangibles, and all rights and
clsims which Mortgager may have that in any way pertam to or are on account of tha use or
accupancy of the whole of ‘any part of the Property {Rents). .

in the event any item listed as Leases or Rents 1s determined 1o be personal property, this Assignment
will also be regarded as a security agreement, : -

Mortgagor will promptly provide Lender with copies of the Leases and will certify these Leases are true -
and correct copies. The exsting Leases will he provided on execution of the Assignment, and alt future
Leases and eny.other mformation with fespect to these Leases will be provided tmmediately af.ter they
are executed. Mortgagor may collect, receive, enpy and use the Rents so long as Mortgagor is not in
default Mortgagor will not collect in advance any Rents due in future leass periods, unlass Morigagor
fust obtains Lender's wntten consent. Upan default, Mortgagor will recetve any Rents v trust for
Lender and Mortgagor will not commingle the Rents with any other funds When Lender so diracts,
Mortgagor will endorse end deliver any payments of Rents from the Property to Lender. Amounts
collected will be apphed aL Lender’s diserenon to the Secured Debts, the costs of managag, protecting
and pressrving the Property, and other necessary expenses. Mortgagor egrees that this Security

Instrument 15 immediately effective between Mortgagor and tender and effective as (o third parties on
the recotding of this Assigniment. . :

As long as this Assigament s in effect, Mortgagor warrants and represents that no default exists under
the Leases, and tha parties subject to the q.gases‘ have not violated any applicable lew on leases,
licenses and landlords and tenants Mortgagor, at its sole cost and expense, will keep, abserva and
perform, and require all other parties to the Leases ta comply with the Leases and eny applicable law. It
Mortgagar ar any party ta the Lease defaults of fads to observe any applicable law, Martgagor will
promptly notify Lendar {f Mortgagor neglects of refuses to enforce compliance with the terms of the
Leases, then Lender may, at Lendar's option, enforce comphance,

Mortgagor will not sublet, moddy, extend, cancel, or otherwise alter the Leases, or ascept the
surrender of the Property covered by the Leases (unless the Leases so require] without Lender's
consent. Mortgapgor will not assign, comgromise, subordinate or encumber the Leases and Rents
without Lender's prior written consent. Lender does not assume or become hiable for the Property’s
ramntenance, depreciation, or other losses or damages when Llender acts to manage, protect or
preserve the Property, except for losses and damages dus to Lendar's grass negligence or atentional
torts. Otherwise, Mortgagor will mdenwufy Lender and hold Lender harmless for alf liability, loss or

damage that Lender may incur when Lender optls to exarcise any of its remedies against any party '
obligated under tha Leases. ‘

16. LEASEHOLDS; CONDOMINIUMS; PLANNED UNIT DEVELOPMENTS. Mortgagor agrees to comply with
the provisions of eny lease (f this Sacurity Instrumant is on a leaschald, f the Property includes a unit
a condominum or a planned. unit development, Mortgagor will perform all of Mortgagor's duties under
the covenants, by-laws, or regulations of the condomunsum or planned unit development.

16. DEFAULY. Mortgagor will be in default if any of the following occur: : )
A. Any party obligated on the Secured Debt fails to make payment when due; :
B A breach of any term ar covenant in this Security Instrument or any other document executed

for the purpose of creating, securing ot guarantying the Secured Debt: .
C The making or fumishing of any verbat or wiitten representation, statement or warfanty 10

L.ender that 1s false or incerrect in any matenal sespect by, Mortgagor or any person or entity
obligated on the Secured Debt; : .

. {paga g of 81 -
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D. . The death, dissolution, or mnsolvency of, appointment of & recewer for, or apphcation of any
debtor relief law to, Mortgagar or any other person or entity obkgated on the Secured Debt;

E. A good fanth belief by Lender at eny time that Lender is insecure with respect to any person or
entity obligated on the Secured Debt or that the prospect of any payment is inpaired ot the
value of the Property 1s impeaired; -

F. A material adversse change : Mortgagor's business mcluding ownerstup, management, and
financlal conditions, which Lender in 11s opinton believes impairs the value of the Property ar
repayment of the Secured Debt; or .

G. Any loan proceeds are used for a purpose that will contribute to excessive ecosion of highly

. arodibla land or to the conversion of wetlands to produce an agriculiural commodily, as further
explained n 7 G.F.R, Part 1940, Subpart G, Extubit M.,

17. REMEDIES ON DEFAULT, In some wmstances, federal and steta law will require Lender to provide

18.

19
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Mortgagor with notice of the nght t cure or other natices and may establish time schedules for
foreclosure actions. Subject to these limitatons, if any, Lender may accelerate the Secured Debt and
foraclose this Securty nstrument In a manner providad by taw if Morigagor isin default.

At the option of Lender, all or any part of the agreed fees and chargas, accrued mterest and principal
shail bacome immedhately due and payable, after givng natice 1f required by law, upon the occurrence
of a dafaull or anytime thereafter. In addition, Lender shalt be entitled to all the remediss provided by
law, the terms of the Secured Deby, this Securnity Instrument and any related docurnents. ‘All ramedies
are distiet, cumulative and not exclusive, and the Lender 18 entitled to all tfemedias provided at law or
equity, whether or not expressly set fosth, The acceptance by Lender of any sum in psyment of parual
payment on the Secured Debt after the balance s due or is accelerated or after foreclosure proceadings
sre filad shall not constitute a waiver of Lender's right to require complete cura of any existing default.

By not exercismg any remedy on Mortgagor's dsfault, Lander does not waive Lender's nght 1o later

consider tha event a default if 1t continues or happens agatn.

EXPENSES; ADVANCES ON COVENANTS; ATTORNEYS' FEES; COLLECTION COSTS. Except when
prohubited by law, Mortgagor agrees to pay all of Lender’s expenses if Mortgagor breaches any
covenant n this Security Instrument. Mortgagor will also pay on demand any amount mcutted by

Lendor for insuring, mspecun%. preserving or otherwise protecting the Property and .Lender's security -
e

interest.” These expenses will bear mnterest from the date of the payment unul paid in full at the highest
interest rate mn -effect as provided in the terms of tha Secured Debt. Mortgagor agrees to pay all
reasonable costs and expenses mcurred by Lender in collacting, enforcing or protecting Lender’s nights
and remedies under this Secunty Instrument. This amount may nchsde, but 15 not liranted to, collection
agency fees or attorneys’ fees, but not both, and other lagal costs and expenses incurred by Lender in
exarcising any ramedy under this Loan or under the law, for afl persons other than salaned employees
of Lender This Security Instrument shall remain in effect until released. )

ENVIRONMENTAL LAWS AND HAZARDQUS SUBSTANCES, As used i this séction, (1) Envuonmantal
Law means, without limitation, the Comprehensive Environmental Response, Compensation and
Liability Act {CERCLA, 42 U.S.C. 9607 et seq.. all other federal; state and local faws, regulations,
ordinances, court orders, attomey general opinions or interpretive letiers conceming the public health,
safety, welfare, environment or a hazardous substance; an?

radicactive or ‘hazardous matenal, waste, pollutant or contaminant which has charactenistica which
render the sybstance dangerous or- potentially dangerous to the public health, safety, welfare or
snvironment, The term meludes, without lwnitation, any subsiances defined as “hazardous material,”

“toxic substances,” “hazerdous waste,” “hazerdous substance™ or "regulated substence”™ under any
Environmental Law., : - . .

Mortgagos represents, warrants and agrees that: : .
A. Except as previously disclosed, and acknowledged in writing 1o Lendsr, no Hazardous Subsiance
has been, s, or will be located, wansported, manufaciured, treated, refined, or handled by any

person on, under or about the Property, except in the ordinary course of business and in strict -

compliance with all applicabls Environmental Law., .
B. Except as previously disclosed and acknowledged in wiiting to Lender, Mottgagor has not and
will not cause, contribute to, or parmtt tha releasa of any Hazardous Substance on the Property.
C. Mortgagor will immediately notify Lender if (1) a release or threatened release of Hazardous
Substance oceurs on, under or about the Property or migrates of threatens to migrate from
.nearby propetty; or (2} there 13 a violation of any Environmentast Law cancerning the Property. In

such an eavent, Mortgagor Will take all necessary remedial action in accordance with -

Environmental Law, . .

D. Excopt a3 previously disclosed and acknowledged in witing to Lender, Mortgagor has no
knowledge of or reason to believe thare 1s any pending or threatened investigation, claim, or
proceeding of any kind relatmg to {1) any Hazardous Substance located on, under or ahout ths
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Property: of (2) any violation by Mortgagor or any tenanmt of eny Envircnmentsl Law. Mortgagor
will immediately notify Lender in writing as saon as Mortgagor has reason to believe there is any
such pending or threatened investugation, claim, or proceeding. In such an event, Lender has the
right, but not the obligation, to parucipate i any such proceeding including the nght to receiva
coptes of any documents refating to such proceedings.

E. . Except as previously disclosed and acknowledgsd in writing ta Lender, Mortgagor and every

}_enant have been, are and shall temain in full compliance with any applicable Environmental
aw. :

Except as previausly disclosed and acknowledged in writing 1o Lender, thera are no underground

storaga tanks, private dumps or open wells located on or under tha Property and no such tank,

dump or well will be added unless Lender first consents i wating.

. Martgagor will regularly nspect the Property, monitor the actwvities ansoperations on the
Praperty, and confim that all permits,” licenses or approvals required”By any applicable
Environmental Law are obtaned end comphied with. .
Martgagor will permit, or cause any tenant to permit, Lender or Lender's sgent to enter and
inspeet the Property and review all records at any reamsonable time to determine (1) the
existence, logation and nature of any Hazardous Substance on, under or about the Property; {2)
the existence, location, nature, and magnitude of any Hazardous Substance that has been
released en, under or about the Property; ar (3) whether or not Mertgagor and eny tenant are in
comphance with applicable Environmental Law .
Upon Lender's request and at any tme, Mortgagor agrees, at Mortgagor's expense, to engage a
qualified environmental engineer to prepare an environmentat audit of the Property and to subrut
the results of such audit to Lender. The choice of the environmental engineer who will perform
such audit is subject to Lender's approval,

J. Lender has the right, but not the obligation, to parform any of Mortgagar's obligatiens under this
sectton at Mortgagor's expense.

secuon, {1} Mortgagor will indemnify and hold Lender and Lender's successors or assigns
harmless from and agamst all losses, claims, demands, liabilities, damages, cleanup, response
and remediation costs, penalties and expenses, including without imitatron all gosts of hitigation
and attorneys' fees, which Lender end Lender’s successors or assigns may sustain; and.{2) at
Lender's discretion, Lender may release this Security Insttument and i return Mortgagor will
provide Lender with collateral of at least equal value to the Property secured by this Security
instrument without prejudice to any of Lender*s nights under this Security lnstrument.
Notwithstandmg any of the lengusge contamned s this Security Instrument to the contrary, the
terms of this section shall survive any foreclasure or satisfaction of this Security instrument
regardless of any passage -of utle to Lender or any disposition by Lender of any or alt of the
Property. Any claims and defenses to the contrary are hereby waived. -

20. CONDEMNATION. Mortgagor will give Lender prompt notice of any pending of threatened action, by
private or public entities to purchasa or take any or sl of the Property thraugh condemnation, eminent
domain, or any other means. Mortgagor authorizes Lender 10 intervane m Martgagor's neme in any of
the abava described actions or clasns, Mortgagor assigns to Lender the proceeds of any award or claim
for damages connected with a condemnation or other taking of &ll or any part of the Property. Such
procéeds shall be considersd payments and will be applied as provided in this Security Instrument This

assignment of proceeds 1s subject to the terms of any prior mortgage, daed of trust, security agreement
or othet tien document. - . .

21. INSURANCE. Mortgagor agrees to maintamn insucence as foliows; .
A. Mortgagor shall keep the Property nsured against loss by fira, flood, theft and other hazards and
fisks rassonably associated with the Property due to its type and locatton This insurance shall
be mamntained in the amounts and for the periads that Lender requiras. What Lender requires
pursuant to the preceding two sentences can change during the tetm of the Secured Debit. The
‘insurance carrier providing tha insurance shall be chosan by Martgagor subject to Lender's
. approval, which shall nat be unreasonably withheld, If Mortgagor fails to matntan the coverage
descnibed above, Lender may, at Lender's option, obtain coverage to protact Lender's rights m
tha Property according to the terms of this Security Instrument. ‘

All insurance policies and renewals shall be acceptable to Lender and shall include a stendard
“mortgage clause™ and, where applicable, *loss payee clause.® Mortgagor shalf imvnediately
notify Lender of cancellation or termnation af the insurance, Lender shall have the right to hold
the policies and renewals, If Lender requires, Mortgagor shall immediately give to Lender all
raceipts of paid premiums and renewal notices. Upon loss, Mortgagor shall give immediate

notice to the insurance cerner-snd Lender. Lender may maeke proof of loss if not made
immediatély by Mortgagor.
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Unless otherwiss agreed m writing, a)) insurance proceeds shall be applied to resto{ation or
repair of the Property of 10 the Secured Debt, whether or not then due, at Lender's optien. Any
application of proceeds to princtpal shall not extend or postpone the due date of scheduled
paymaent nar changa the amount of any payment. Any excess will be paid to the Mortgagor. If
thé Property is scquired by Lender, Mortgagor’s right 1o any insurance policies and proceeds
resulting from damage 1o the Property before the acaquisiion shall pass to Lender to the extent
of the Secured Debt immediately before the acquisition .
Mortgagar agrees to maintain comprehensive general hability insurance naming Lendar as an
additional insured i an amount acceptable to Lender, insunng aganst clamms ansmng from any
accident or occurcence In or on the Property.

. Mortgagor agrees 1o maintann rental loss or business interruption insurence, as required by

Lender, tnh an amouni equal to at least coverage of ene year's debt service, and required escrow

ﬁccgunt deposits {if agreed to sepsrately in wnung), under a form of policy acceptabla to
ender,

22, ESCROW FOR TAXES AND INSURANCE. Unless otherwise provided n a separate agraement,
Moartgagor will not be required 10 pay to Lender funds for taxes and insurance in escrow.

23, HNAMCIAL REPORTS AND ADDITIONAL DOCURENTS. Morxgag& will provide ta Landar upon request,
any fnancial statemant or mformation Lender may deem reasonablY. necessary. Mortgagor agrees to

sign, deliver, and file any addnional documents or certifications that

endar may consider necsssary 1o

perfect, conuinue, and preserve Mortgagor's obligations under this Security Instrament and Lender's lien
slaws on the Property. . ’

24. JOINT AND INDIVIDUAL LIABILITY; CO-SIGNERS; SUCCESSORS AND ASSIGNS BOUND, All duties
under this Secunty Insttument are joint and mdividual, If Mongagor signs this Securty Instrument but
does not sign an evidence of debt, Martgagor does so only 10 marigage Mortgagor's interest in the
Property 10 secure payment of the Secured Deb1 and Mortgagor does not agree to be personally hable
on the Secured Debt. if this Security Instrument secures a guaranty between Lender and Mortgagor,
Mortgagor agrees to waive any fights that may prevent Lender from brnnging any action or claim
against Mortgagor or any party indebted under the obligation. These nghts may nclude, but are hot
limited to, eny anti-deficiency or one-action laws. Mortgagor agrees that Lender and any-party 1o this
Secunty Instrument may extend, madify or make any change in-the terms of this Security Instrument or
any evidance of debt without Mortgagor's consent. Such a change will not release Mortgagar from the
tesms of this Security Instrument. The dutes and benefits of this Secunty Instrunent shall bind and
benefit the successars and assigns of Mortgagar and Lender, .

25. APPLICABLE LAW; SEVERABILITY: INTERPRETATION. This Security instrument is governed by the
laws of the pnisdiction In which Lender 1s located, except 1o the exient otherwise requirad by the laws
of the jurisdiction where the Property is located, This Secumty Inswument is complete end fully -
integrated. This Secunty Instrument may not be amended or modiftad by orat agreement  Any section i
this Security Instrument, attachments, or any agreement ralated to the Secured Debt that conflicts with
applicable Jaw will not be effective, unless that law expressly or imphadly permits the varistions by
written agreement, If any section of this Securnty Instrument cannot be enfosrced according to its terms,
that section will be severed and will not affect the enforceability of the remamder of this Sscurity
Instrument. Whenever used, the singuler shall include the plural and the plurs! the singular. The captions
and headings of the sections of this Security Ihstrument are for conventence only and are not to he

}md 10 interpret or define the terms of this Secunty Instrument. Time is of the essencs in this Security
nstrument. ; '

26. NOTICE. Unless otherwise required by law, any notice shall be given by delivenng 1t of by maihng 1t by
first class mail to the appraprste party’s address on page 1 of this Security Instrument, or to any other
address designated 1 wnting, Notice to one mortgagor will be deemed 10 be notice to all mortgagors.

27. WAIVERS. Except to the extent prohubited by law, Mortgagor waives all appraisement, homestead
exemption, and redemption tnghts relatng to the Property. Howevar, tha wawer of redemption is not
applicable to that portion of the Property that covers agneultural land or a single or two-family dwelling -
owned by or held in trust for a natural person :

a
0

2B, L.C.C. PROVISIONS. If checked, the follewing are applicable to, but do not lmit, this Secunty
Instrument: .

Construction-Loan. This Secunty Instrutnent secures an obligation incurred for the construction
of an improvement on the Property.

Fixture Filing. Mortgagor pranis 10 Lendsr a secunty interest In alt goods that Merigager owns
now or in the future and that are or will become fixtures related to the Property.
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0O Crops: Timber; Minerals; Rents, (ssuss and Profits. Mortgagor grants to Lender a security
tnterest in all crops, timber and minerals located on the Property as well as all rents, issues, and
profits of them ncluding, but not- imited to. all Conservation Reserve Program {CRP) and

Payment in Kind (PIK} payments and similar governmental programs {all of which shall also be
included n the term "Property”]. :

0 Personal Property. Mortgagor grants to Lender a security interest tn all personal property located
on or connected with the Property, including all farm products, inventory, equipment, accounts,
documents, struments, chattel paper, general intangibles, and all other items of personal
properx Martgagor owns now or in the future and that are used or useful in the construction,

- Ownership, cperation, management, or maintenance of the Property {all of which shall also be
. included n the term “Property™}. Tha term “personal property™ specifically excludes that
property described as “household goods® secured in connection with a "consumer® loan as

those terms are defined 1n apphcable federal regulations goverrung unfair and deceptive credit
practices.

O Filing As. Flnancing Statement. Mortgagor agrees and acknowledges that this Security
Instrument &lso sutfices as a financing statement and any carbon, phaotographic or other
feproduction may be filed of record for purposes of Article 8 of the Untform Commercial Code,

29. OTHER TERMS. {f checked, the followmng are applicable to this Sacurity Instrument:

[J Une of Credit. The Secured Debt Includes a revolving line of credit provision. Although the

Secured Debt may be reduced to & zsro balance, this Security Instrument will remam in effect
| until released.

O Agiicuttural Pto;;erty. Mortgagor covenants and warrants that the Property will be used
panclpally for agricuftural or farmmg purposes and that Mortgagor is an individual or entity-
allowed to own agricultura) land as specifiad by law,

' 3 Purchase Money Mortgage. The Secured Debt includes money which is used i whole or in part
to purchasa the Property. . ‘ .

\ O Separate Assignment. The Mortgagar has executed or will execute a separate assighment of
' leases and rents. If the separate assignment of leases end rents 1s progerly executed and
recerded, then the separate assignment will supersede this Security (nstrument’s “"Assignment

of Leases and Rents™ sectlon

| ' O Additionat Terms.

30. WAIVER OF JURY TRIAL. To the extent not prohibited by law, Martgagor and Lender knowingly and
intentionally weive the right, which the party may have, to a trial by jury with raspect to any litigation
arising from the Secured Debt, or any other apreemant executed in conjunction with the Evidence of
Debt and this Mortgage. Mortgagor and Lender each acknowledge that this section haseither baen
braught to the attention of each party's legal counsel or that each party had tha opportunity to do so.

ipage 8 of 9)
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SIGNATURES: By signing below, Morigagor agrees 1o the terms and covenants contamad in this . '
Sacunity Insttument and in any attachments Mortgagor alse acknowledges receipt of a copy of this
Secunty Instrument on the date stated on page 1.

Entity Name _HOWISON HEIGHTS, #HC., TIMOTHY . HOWISON, TRUSTEE OF THE TIMOTHY AND MELINDA HOWISON TRUST, TIMOTHY B. HDWlSUN_:

i IV . o _ .
(Dnal {Sighatyre} ] (Date}

ACKNOWLEDGMENT. _ ‘ S~ , :
. STATEOF Mﬁé«‘ . COUNTY OF ALIME. ~_)ss.
Wodrecal “This instrument was acl;sz_\ivladged before me this [ B day of _ 2::;4 20 :

by T iy TS o

My cunum&smn‘exp«res.

P T A itotary Publcl
. ‘MARTY G. REDDER
B I(nury Fublla - Glats of Kageas
i nrasst Bxpies_2./4- 7503
'STATEOF Kemas - __. COUNTYOF ;. Sketur o )ss.
, This Instrument was acknowledged before ms this A day of —'L“T‘é”—o__—
* [Buminess by IMOTHYB.HOWISDN, PHES!DENT, TIMOTHY B. HOWISON, TRUSTEE, TIMOTHY B. HOWISDN, INBIVIDUAL
. ocEmiy " (Trtalel} .
- rowt) " of HOWISONHEIGHTS, INC. TIMOTRY B. | HUWISON TRUSTEE OF THE TIMDTHY AND MEI.!NDA Hﬂmﬂmm&ﬁh HOWISOR
IR a Kposas Coporation. - on behalf of the

business or entrty.

" My commission expires:’ - .
: . - e ' : : d?’(NotmyPub&m! )

MARTY G. REDDEN
& Kotary Public - sme of Kansus

Exoaria® ©1983, 2001 Sarkars Systems, 10, S Clous, MN Fotm AGCO-RESHKS 112612003 h o ipoge Sof S}
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SCHEDULEC
PROPERTY DESCRIPTION

The Iand referred to in this Commitment is described as folloves:

A tracl of land situated in the Southwest corer of the West Haﬂ !cfw fi¢ Southwest Quarter (WY SWY4) of
Seclion Thirteen {13), Township Thirleen (13) South, Range Three (3) West of. 1he 6th P.M., in Sabne
County, Kansas, which Is more parlicutary descnbed as follows:

Beginning at a polnt on the Sauth line of said Southwest Quarter (SWv4) and One Hundred Sixteen {116)
feet East of the Southwest corner thereof, said point being on the East Jfine of the Kansas State Highway
tracl; thence Norih along sald East line; One Hundred Five (105) feet; thence East and parallef with sald -
South line a distance of One Hundred Twelve (112) feet; thence South One Hundred Five (105) feet to said
South fine; thence West along said South line of said Southwast Quarter (SWY4) a distance of One Hundred
Twelve (112) feet 1o the point of begmmng

¢/ A tract of land located In the East Halt (EVz)‘of Section Twelve (12), Township Thirteen (13) South, Range
Three (3) West of the 6th P.M., In Saline Gounty, Kansas, more particilarly described as follows:

Commencing at the Southwest comer of the Southeast Quarter (SEVA) of sald Section Twelve (12); thence
NOD0301"W along the West line of said Southeast Quarter {SEY) a distance of One Thousand Eight
Hundred Sixteen and Tweniy-nine Hundredths (1816.20) feet; thence East and parallel to the South fine of
sald Southeast Quarter (SEY) a distance of One Hundred (100.00) feet to the point of begmning.; thence
East and parallel {o the South line of said Southeas! Quarter (SE¥) a distance of Thirty (30.00} feet; thence -
North and paraliet 1o the West fine of said Southeast Quarter (SEV4) a distance of Sixly (60.00) feet, thence
West and parallel to the South line of said Southeast Quarter (SEY) a distance of Thirty (30.00) feet; thence

S$00°03'01°E along the West Iine of said Southeast Quarler (SEY) a dastance of Sixty (60.00) feet back to
the point of begmning

Well Site #t1

- VA tract of land tocated In the East Half (EvS) of Section Twelve {12), Township 'ﬂ-nrleen {13) South, Range '
Thres (3) West of the 6th P.M,, in Saline County, Kansas, more parlicularly described as follows:

" Commencing at the Southwest comer of the Southeast Quarter {SEV) of Seclion Twelve (12); thence
NOOD301"W along the West line of said Southeast Quarter (SEV4) a distance of Two Thousand Four
Hundred Twenty-four and Forty-five Hundredths {2424.45) feet; thence East parallel ta the South line of said
Southeast Quarter (SEY4) a distance of One Hundred (100.00) eet; thence North parattel to the West line of
said Southeast Quarer (SEY4) a distance of Sixty (60.00) feet; thence Wesl and paraliel 1o the South line of
said Southeast Quarter (3EY) a distance of One Hundred (100.00) feet; thence S00°03'01"E along the
West line ot sald Southeast Quarter (SEV4) a distance of Sixty {60.00) Teet back o the pomt of begmnmg

Well Slie #2

,/ A tract of land located in the East hall (E%) of Section Twelve (12), Townshxp Thirteen (13) South, Range
Three (3) West of the 6th P.M., in Saline County, Kansas, more paﬂ:cu!arly described as follows:

Commencing at the Southwesl corner of the Southeast Quarter (SEYA) of said Section Twelve {12); thence
NOG°03'01"W along the West fine of sald Southeast Quarter {SEYa) a distance of One Thousand Eight
Hundred Sixleen and Twenly-nine Hundredths (1816.29) feet; thence East paraliel ta the South fine of said
Southeast Quarter (SEVY) a distance of One Hundred {100.00) feet; thence Notth parallef to the West ling of
sai Sautheast Quarier (SE%) a dislance of Sixty (60.00) feet; thence West and-paralle! to the South line of

" sald Scutheast Quarter (SEY) a distance of One Hundred {100.00) {eet; thence S00°03'01"E along the
West tine of said Southeast Quarter (SE%) a distance of Sixty {60.00) feet back to the paint of beginning.
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Standpipe Site
A tract of fand located in the East Half (EV2) ot Section Twelve {12), Township Thirteen (13) South, Range
Three (3) West of the 6th P.M., in Saline County, Kansas, more particulardy described as follows:

Commencing at the Southeast comer of the Southeast Quarter (SEY) of sald Section Twelve (12); thence
* NOQ01'80°E along the East line of sald Southeast Quarter (SEW) a distance of Two Thousand Three
Hundred Twenty-seven and Seventy-eight Hundredths (2327.78) feet; thenco:N839820'W a dislance of
Fifty (50.00) feet to the West Right-of-Way line of Ohio Street; thance N8g%58'20"W a distance of Three
Hundred Eighly and One-hundredth (380.01) feet; thence N0O0°01°'18"E a distance of Flity (50.00) feet;
thence SBIGE'20"E a distance of Threa Hundred Eighly and One-hundredth (380.01} feel; thence
S00%01'30"W a distance of Fifty (50.00) feet back to the paint of beglinning, containing an easement for
tuming purposes, sald easement Is described as follows: - .

¢ Beginhing at the Southeast comer of the above described tract; thence NB9°58'20'W a distance of Three
Hundred Thirty and One-hundredth {330.01) feet 10 the point of beginning; thence N8358'20"W a distance
of Fifty (50.00} fee!; thence S00°01"18"W a distance of Fifty {50.00) feet; thence N45°00'00°E a distance ol
Seventy and Sixty-niné Hundredths {70.69) feat to the point of beginning.

" A parcel of land in the Northeast Quarier (NEV) of Section Twelve (12), Township Thineen (13) South,
Range Three (3) West af the 6th PM,, in Saline County, Kansas, more particulady described as follows:

Commencing at the Northwest comer of said Northeast Quarter (NEW); thence along the West line of said
Noriheast Quarter (NEY4) on a assumed bearing of S00°19'21"E a dislance of Two Hundred Thirly-three
(233) feet; thenca S83°5¥07°E a distance of Ninety-two (22) feat to the point of beginning of the parcel o
be described: -thence S89%9'07"E a distance of Thirty (30) tlet; thence S00°19'21"E a distance of Thirly

(30) feet; thence NB9S9'07*W a distance of Thirly (30} feel; thence NOD*19'21"W a distance of Thirly (30)
feet to the point of beginning. _ . '

./ A parcel of land located in the Northeast Quarter (NEVS) of Section Twelve (12), Township Thirteen (13)

iSc;um. Range Three (3) West of the 6th P.M, in Satine County, Kansas, more particularly described as
oliows: . .

Commencing at the Northwest comer of sald Northeast Quarter {NE'A); thence on an assumed bearing of
S00°19°21"E along the West line of sald Northeast Quarter (NEY4)} a distance of 662.86 feel; thence
NS000'00“E a distance of 24.00 feet 10 the point of beginning of the parce! 10 be described; thence
tontinuing NO0*00'00°E a distance of 30.00 fest; thence SO000'00"E a distance of 30.00 feet; thence
g‘oO'OO‘W a distance of 30.00 feet, thence NODVD'OO"E a distance of 30.00 feet to the poinl of

inning. : . .
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‘ AFFIDAVIT S '
STATE OF KANSAS )
COUNTY OF SALINE )

Marty G. Redden of Central National Bank, behlg first duly éwom, deposes and
says:

That, Howison Helghts, Inc., mzecuted two Mortgages to Central Natlonal Bank,
one dated 08/04/2006 in the amount of $100,000 00 recorded with the Register of Deeds
of Saline County, Kansas, in Book 1134, Page 1267, and one dated 01/17/2007 in the _

~ amount of $40,000.00 recorded with the Register of Deeds of Saline County, Kansas, in

Book 1184, Page 1941 covering the following described real estate
: 1 143 -

See attached Exhl_bxt Y

‘ That the aforesald Howison Heights Inc. have executed a new Mortgage to _
. Central National Bank in the amount of $275,000.00, dated 07119/20 10 and covermg the
ahove dcscnbed real estate.

'l‘hat of the SQS__,@.Q_._()_O_ consxderanon stated in the new Mortgage, S_ILD._()M
was included as principal indebtedness under the original Mortgage recorded in Book
1134, Page 1267 and $40,000.00 was included as principal indebtedness under the
original Mortgage recorded in Book lm Pagc 1941,

' That an additional $135 2000.00 was advanced to the debtors and thcrcfore, under
. the provision of K.S.A. 79-3102 (3) the mortgage reglstrahun fee for the new Mortgage
should be pmd onan amount of $135,000 00. :

-Further affi ant says not.

Slgwd this 19“* Day of July, 2010,

Sworm to before me this HJ'}‘ day of Jv! 1 ,2070,

My commission expires: e —
. @/-pe-avi! %} o o e
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A
. ) A ()532 slqlow ~
¢ DERTOR NAME AND ADDRESS : SECURED PARTY AND ADDRESS

HOWISOM HEIGHTS INC AND TIMOTHY B, HOW(SON, AS PRES.-SEC. SINDIWIDUAL  CENTRAL MATIOHNAL BANK
721 REAL STREET 454 50H0

SALINA, K9 67401 BAUNA, XS 67401

Type: [J individual 01 prtoership I corporation O -
Staie of organization/reglstration (ifapplicabley ks .
O If checked, refer to eddendum for sdditiona) Delrors and signanres.

COMMERCIAY, SECURITY AGREEMENT

The date of tis Commercial Securlry Agreement (Apreemem) is [.D4:2008

SECURED DEBTS. This Agreement will securc all sums advanced bySmndeymderﬂ:emmsohhuAgmemanmmcpaymm
petformance of (e following described Sccured Debis that (check one) B, Debtor O

__ (Borrower) awes 10 Secured Party:
O Specific Delxs, The following debls and all exteasions, reacwls, refinancings, modifications, and replaements (describe):

3 Al Debis, AX prescot and fiture debes, even If this Agreement Is not refefenced, the debts are also secured by ofhar colateral, oc the fumre

Gt 15 unrelated o or of x different type. thun the carrent debt. Notking in this Agreement fs & commitment to make future Joxns or advances.
SECURITY INTEREST. To secure the payment snd perfonnance of the Secured Debis, Debtor gives Secured Party a securlly knterest in all of the

Property &escribod fa this Agreement that Debtor awas or has sufficlent. rights tu which to transfer an intetest, now or in the fuere, Wherever the

Property is oc will be focated, and all procecds and products of the Property. "Properly™ Incfudes alt parts, accessories, fepairs, replacements,

improvemenis, and sceessions o the Propetty; any originad evidence of title or ownership; and all obligations tha suppont the payment or

yerformance of the Property. “Proceeds”™ includes anything soquired upon the sals, leasc, Hicense, exchange, or other disposition of the Property;

oy rights and claims arlsing from the Property; and any coliections and distriburlons on scoount of the Property. This Agrecment remains in effect

mnmrmhmadhwdﬂng.mlflewedDewmpaidalﬂSemedMykmlmprohhgnedmudvmﬁmdadetmmBmmw«
PROPERTY DESCRIPTION. The Property s described #s follows:

[ Accounts aad Other Rights to Payment: All rights to payment, whether or not eusned by pecformince, Including, biut not limited to, paymens
forpmputyoxmm:old.lﬂsed.mcﬂ.ﬁmsd,orudgm&%hﬂ“ﬂﬂ#hﬂ!mdﬂﬂ&(mmmmﬂmm
may bave by law or agreement sgainst amy account debtoe or cbligor of Debrot.

i) l’nmtnrrAﬂmvmryhddhrmhmlemborlﬁsc.amhsbemorwmhmpplwdmd«wmwofmku.mwhhhmnw
materlals, work in process, or materials used ar coasumed in Debtos’s business.

[ Equlpment: AUl cquipment incinding, bat not fimiwed 1o, machinery, mmm.mfmmmmw'
and equipment, shop equipment, office and record deeping equipment, parts, wnd tools. The Property includes any oquipment described fn g
[ist or schedule Debtor gives 10 Secured Party, but soch a list is not necessary 0 ereate & valid securicy inerest jn all of Debioc’s equipmene. -

* 10 Iosrumeats and Chattd Psper: All fostruments, jochuding ncgotiable instruments snd promissory notes and any vther wridings or records
that evidence: the right to paynteot of a monctary obligation, and ungible and electronic chattel paper. - .

(¥ Genera! Intangjbles: AR geocmal jnlapibles fnchiding, But not fimited to, tax refinds, patents and applicaions for patents, copyrights,
trademanks, trade secrets, goodwill, rads pames, customer lists, pemhsmmmhks. payment jatsngToies, computer programs and a¥
supporting information provided in comnection with a transaction relating to progrums, nd the right to use Debior’s mame,

[ Docmments: All doctrments of tide fncluding, bix oot fimited to, bﬂbdhd:ng.hctwnmsmmpu. and warchouse recelpts.

T Farm Products and Supplies: Al farm prodocts including, but not Emited to, all poulry and livesioek and thelr young, slong with thelr - -
produce, prodacss, and replacemsents; sl erops, amaxt or perennial, and aff products of the crops; and all feed, seed, ferilizer, medicioes, and
other supplias wsed or produced in Dettor's farming operstions.

I Government Paymends und Programs: All paymeots, accourss, gegeral inmngibles, and bepefis incloding, mmmadm,mmmh
kind, dcficieacy payments, ktiers of entltlement, warchouse secelpls, siorage paymeuts, emergency assistaree snd diversion payments,
Mnmmmmmmmmmcmmm«mypmm&mmmfmnmmmm

) Iavestnent Propertyt All bovestment property incloding, but sot Emlied fo, certificaed securittes, uncerifioaled securilies, securitfes
eatllements, secutitics sccoupds, commodily cotracts, commodity accounts, and financiat asscts.

00 Deposlt Acsounts: All deposk accomnts includting, bot not Bmked to, demand, time, savings, passbook, and similer sccounts. .

(0 Specific Property Descriptfon: The Propesty includes, but s nix timked by, the follawing (if requlred, provide real estste description):

REAL ESTAYE MORTGAGE DATED 8472005 COYERING EAND [N SAUNE, SAUINE COUNTY, KANSAS 67401, FURNITURE, FURNISHINGS, FIXTURES, INVENTORY,
DDCUMENTS, ISTRISMENTS INCLUDING PROMISSDRY ROTES), ACCOUNTS JHCLUDING HEALTHCARE-INSURANCE RECEIVAOLES), GENERAL INTANGIBLES INCLUDING
PAYRENT W TANGIGLES), CHATTEL PAPER, ACCOUNTS RECEIVABLE, SUPPLIER, STOCK I TRADE, CONTRACT RIGHTS, RENTS AND REYENUE, RIBHTS TO PAYMENT,
UACHINERY, EQUIPMENY, VEHICLES, TOOLS, LEASES, APPUANCES, INVESTMENT PROPERTY, DEPOSIT ACCOUNTS, LETTEROFCREDIT RIGHTS, SUPPORTIG
QBUGATIONS, AND OTHER PERSONAL FROPERTY NOW OWNED DR HEREAFTER ACOUARED BY BORROWERS], ANO AKY AND ALL PROCEEDS, PRODUCTS, INCREASES,
ADDITIONS, ACCESSIONS, SUSSTITUTIONS AND REPLACEMENTS, 1, G, THERETO AMO THEREFROM: ALL RECORDS OF ANY K60 BELATAO TO ANY OF THE FOREOOING:
AND AL PHOCEEDS RELATING TOANY DE THE FOREGOING PHCLUDING IBURANLE, GENERAL WNTAKGIBLES, AND ACCOUNTS PROCEEDS).

. .

-

USE OF PROPERTY. The Property will be nsed for £ persora [ business 3 aprcutorat £ purposes.,

[ SIGNATURES, Debior agrees to the terma ou pages 1 and 2 of tiis Agreement #nd scknowiedges reosipt of & copy of U Agrosmenk.

DEBTOR ' SECURED PARTY
: CEHTRALK BANK

BOWISONHHGHTEHC - : uY 5
: . ERCIAL LENDER

“r
ISl ©2000 Burkts Syvsacns, bnc, B Clovdh MN Form SASVS 272472001 . © fpage 1ol 2]




r

GENERAY, PROVISIONS. Each Debtor's obligadons under s
Agreement are independent of ilis obligations of any other Debtor.
Secured Party may sue each Debfor individually or together with any
other Debtor. Sccured Party may elease sny part of the Properly and
Debtor will remain obligated tmder this Agrecment, The ditles and
Lenefils of this Agreement will bind the successors and assigns of Deblor
M&Sﬁuredi’ax:yna No modgmuoﬂ_ t.)ﬁl:‘{:issc l.g:r:;mcm is effecive nfl.s;s
ma writing signed T cured Party. Whenever

the plical fncludes the siogular andlibe singler {ocides the ploal, T
is ol

the essence, .
ATPLICABLE LAW, This Aﬁteq:mn is govemned by the laws of the
locaied. In the event ‘of & dispote, the

stale in which Secured Party X
exchusive forum, veove, and place of hurfsdicilon wilt be the site In which
Secured Patty I focated, unless{olherwise vequired by law, If any

) ks unenforceatle by faw, the wenforceabl

L]
mﬂmucnbouoragrmmkupwcpmputyhxumdagﬂmme
rigks reasanably mssociat with the Property uatil the Property is seleased
ﬁmlhllAgtecmcﬂr.chmrvnﬂ:mintain!hkhﬂnume_lndmnmum
Secured Party requires. Debtor may choose the bnsurance company,
subj 'loSe:u:ﬁ Party's approval, which will pot.be
wi Debxor wilt have the provider pame Secured Party a3
foss payee ou the Insurance policy. Deblor will give Secured Party and
the insurance. provider immediste notice of any loss, Secured Party may
apply the insurance proceeds toward the Secured Debts, Secured Party
may require additiona] security as a condition of permitting any insurance
pmcccdstobeusedto:epal:on_cphueqe . If
acquires the Prop:‘rg in dameged condition,

pmvisloawﬂlbemedmdm:‘mixiingpwr'abmwmaﬂlbc

NAME AND LOCATION. Debjor's name Indicated on page I is
Debior's exact legat name. If Deblor Is an Iddividual, Debtor's a s
Debtor’s principal tesidence, I Debror is[nox an individua),” Dettor's
address is the location of Deblor's chief executive offices or sole place of
business. i Deblor is m enlty orghnized and cred sate w,
Deltor bes provided Debior’s statc|of registiation on page 1. Debtor will
fpvide verification of re aod location upon Secured Paity's
Aegzzi. Deblor will provi Scoured Panty|with ot feast 30 days notice
priar Lo any change in Deblor’s mme, address, or state of of 1 er

'ARRANTIES AND REPRESENTATIQNS. Debior bas the slgh

authority, andpuwumunuhqlhlsAgxmmemﬂmuﬂ

g:culivery oll'):&is Agrecmient wilt! ot Mc\lrliolab l:z agreement  governing
of o1 or's , o to Debtor s a . Debtor makes
Pt mpxwmy .r? Del panty.

which continue as Jong as

appraval, and will not violate any provision of law or order;
Q@) othet than p ly disclosed to Sect Debior has not
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fnsurance policles and procoeds will pass (o Secoted Party to the extent of
the Secured 4 Deboe will i 1y Secured Pirty of the
tfation or { insurance, Jf- Debtor fails to keep ";‘

to
Property Rasured, or fails to provide S&ured Pany with proof
mmuhsmlﬁ‘ﬂnymym insurance mEumSommdPany's
interet In the Propenty. The insurance - may Include coverages not
i resquired of Dedor, may, be writen by 2 company ather, than
one or would choose, and may be writlen at » higher raie than
Debror could obtain if Debtos purchiased the insugance,
othing, Secied Fany doems resvonaly sy ey pacd 10 do
I rty reasonsbly  necessary to protect
and Secured Puz:;mm in the Property. If Debtor falls w
orm any of Debtor's dutics wider this Agreement,

will

and protect the to the extent Y law?mySewmd
mdmyolwewmmm will be satisfied if
I care In b safekecping of the Propeny

was If the purihase mof
Secured Party selects. No secwiity interest will be terminated by

DEFAVULT, Debtor will be in defanlt if:
() Ddxormfoqqaoﬁnwu, if not the samne) fails to make & payment in full

in trust Pany and vill not commingle the procesds or  Interest atthe postrunlurlly figtest e
mmmdgoodswﬂhlwofyl)ebwr'i_omapt . Secured hasthe (2) require Deblor (o gather the Property and make it available to Secured
Tigh 10 require Debtor to pay Secured Party the full price on auy returned Party in a reasonable fashlon; ,
items, Sccured Party may requir account 1S 0 yoake payments @)mmbebmrsprembsnduhpmohuor%mnf
mdnmnaumm&xeu{ym X iy, r will deliver the smpqtyfor of preserving the Property oc value
mmumSmedeyuSm_edhnx‘srﬁ.Debmwmm and use operate s property fo protet Secired Party's
Secmvd?anylﬂmlanmu,repon,s,eudﬁl.mu, of account deblors Interest, all withom payment ox'oom; 0 o
(sbowing names, sddresses, and amounts ofwing), favolces applicabls to (4)mwmwdyubwdbywmfmhw.whmy
ch acooumt, and any other daia pertaining (o the accounts a8 Secured aprecinent evidencing of peruiilng 1o the Secured 3
- . 1 Secured Party sepossesses the Propernty or eaforces the ctlipations of m
bnctudes farm prodults, Debtor will provide 5 d Party debior, S d Party may keep ar dispose of the as

obtining possession or contr ) 3
pu{a:ﬁng Secured Party's interest tader !&Uﬂﬁmpcmm.

EXPEnX ©2000 Barkert System, tnc, $t. Cloust, M Form SABUS 712472001

pmidcdby!a;r.Seumdinwl_llapplydnpmwodsofuueolbedm
or disposition fixsts 1o Secured Paity's expenses of enforceroent, which
“inclodes reasomable:y "~ feediand-lepal. expentes {0 tha extert Dot
prehiblted by taw, and then W the Secwred . Deblor (or Bocrower, If
ot the same) will be Liable for the deficiency, Ifany.
choosing any one or mors of thess semedics, Scamed Party does ot
ﬁ:uzpmdmhzmwmmwy.smmm“wvu
ok 1sing ® remedy,
W, Deblor watves 3! chims for damages cansed by Secured
‘s acts of omissions where Securod Party acts jn pood falth,
NGTICE AND ADDMMW Wheee n;he‘;l@ug
Tequired, . Debtor I days writen _notke
msmbhmdumlﬁfﬁrmunwgmw%m
0 ons is notice to all parties, Deblor sgrees ; detiver,

i oouﬁnu:.m c:en .:m obugzﬂonst;nder
necessary 10 perfect, or preserve Deltor’s }
Agrecment nﬂ’?t{n eo:xﬂm Sewm! Pagty’s Hen sarns oo the Propesty.

T o S 2
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. Kansas Online UCC Filing '

Kansas Secretary of State
, Online UCC Filing System
Acknowledgment of Filing

Page 1 ofl
HAA R |44
- a—c |}
Ul g ‘WOSOCP{
Blamis—
%l’.&

Time of Transaction: 08-11-2006 08:25:28 AM
Filing Type: Financing Statement
Filing Number: 947045044

e
A

Debtor Information

HOWISON HEIGHTS, INC.

721 E NEAL AVE

SALINA, KS 674017727

Organization ID: KS0855007

Organization Type: DOM: FOR PROFIT CORPORATION
Organization Jurisdiction: Kansas

Howison, Timothy B
721E NealAve
Salina, KS 67401

gecured Party Information

Central National Bank
P.O. Box 1029

Junction City, KS 66441

Collateral ynformation

Furniture, fumishings, fixtures, inventory, documents, instruments (mcludmg
promissory notes), accounts (including health-care-insurance receivables),
general intangibles (including payment,intangibles), chattel paper, accounts
recelvable, supplies, stock in trade, contract rights, rents and revenue, rights
to payment, machinery, equipment, vehicles, toals, leases, appliances,
Investment property, deposit accounts, letter-of-credit rights, supporting
obligations, and other personal property now owned or hereafter acquired by
borrower(s), and any and all proceeds, products, increases, additions,
accessions, substitutions and replacements, in, on, thereta and therefrom:
all records of any kind relating to any of the, foregolng and all proceeds
relating to any of the foregoing (lncludmg insurange, general intangibles, and

accounts proceeds).
& ot

Ron Thomburgh
Secretary of State

.
7

" https:/fwww.accesskansas.org/eucc/index.html?submit=viewreceipt&id=73355720330569... 8/11/2006




UCC FINANCING STATEMENT
FOLLOW INSTRUCTIONS Ifront snd back] CAREFULLY

YA RAME & PHONE OF CONTACT AT FILER {optionaf]

'C—E;TBAI. NATIONAL BANK
P.0.BOX 1020 .
JUNCTION TITY, KS 56441

L

B. SEND ACKNOWLEDGMENT T0: {Name and Address)

-

X

THE ABOVE SPACE 1S FOR FILING OYFICE USE ONLY

1. DEETOR'S EXACT FULL LEGAL NAME - insert only pne dabtor name (ta or Tht - do not abbreviats or combine nemes

33, ORGANIZATION'S NAME

OR

5. INDIVIDUAL'S LAST NANE FIRST NAME WIDDLE NAME [sUFFX
ING HOWISON HEGHTS
Tc. MAIUING ADDREBS Y STATE  |FOSTAL CODE TOUNTRY
TF2VNEAL STREEY : SAUNA 67401
A TAXID#: SSNOREMN |ADGURTORE ]u TVFE OF ORGANIZATION [ 11. JORISDICTION OF ORGANIZATION |75 ORGANIZATIONAL 1D 4, & arvy
CRGANZATION :
: pEsTOR | | | L] wone
2. ADDITIONAL DEBTOR'S EXACT FULL LEGAL NAME - Insest only I¥ one debtor narhe {2x or 2b) - dn not abbseviate o oY r—
22 CRGANZATION'S NAME
O OCORTS TAST TNE RS T NAME TMIDDLE WAME SGFAK
HOWISON, » - TIMOTHY B ) .
“2¢. MAILING ADDRESS (5153 ) [e7ATe [PosTALGoDE COUNTRY
721 ENEALAVE ] SAUNA ) K8 67401-2727
ZATAXD#: SSNOREIN |ADDLINFORE [2e. TYPE OF GRGAMZATION | 2. JURSDICTION OF OHGANZATION To. ONGANIZATIONAL 1D 7, f aay
ORGANIZATION :
DEBIOR | 1 ] 3 sone
3. SECURED PARTY'S NAME hNAMEdTUTALASSIGNEEdASSIGNORSM ~insers only one swcured pary neme {33 wam
So. ORGANIZATION'S NAME
on | CENTRAL NATIONAL BANK
36, INDIVIDUAL'S LAST NAME Tﬂfﬁ.' T NAME (‘i?pm.e NAME SUFRX
"53¢, MAILING ADDRESS oY STATE |POSTAL CODE COUNTRY -
- 454 SOHID SMINA KS 67401

4. This ANANCING STATEMENT covers the foliowing coltaterat:

FURNITUAE, FURNISHINGS, FXTURES, INVENTORY, DOCUMENTS, INSTRUMENTS {NCLUDING PROMISSORY NDTES?. ACCOUNTS IINEUJDIHG HEALTH-CARE-- -
INSURANCE HECEWABLESL GENERAL INTANGIBLES PNCLUDING PAYMENT INTANGIBLES), CHATTEL PAPER, ACCOUNTS RECEIVABLE, SUPPLIES, STOCK I TRAUE,
CONTRACT RIGHTS, RENTS AND REVENUE, RIGRTS TO PAYMENT, MACHINERY, EDUIPMENT, VEHICLES, TOGLS, LEASES, APPLUIANCES, INVESTIMENT PROPERTY,
DEPOSIT ACCOUNTS, LETTER-ORCREIMT RIGHTS, SUPPORTING OBLIGATIONS, AND OTHER PERSONAL PROPERTY NOW OWNED OR HEREAFTER ACQUIRED §Y
BORROWERLS), AND ANY AND ALL PROGEEDS, PRODUCTS, INCREASES, ADGITIONS, ACCESSIDNS, SUBSTITUTIDNS AND REPLACEMENTS, IN, ON, THERETO AND

THEREFROM: AU BECORDS OF ANY KD RELATING Y0 ANY OF THE FOREGOING: ANDALL PROCEEDS RELATING TO ANY OF THE FOREGOING UNCLUD%NG INSURANCE,
GENERAL INTANGIBLES, AND ACCOUNTS PROCEEDS), ‘

) N -
. ALTERNATIVE DESIGNATION [ appicsbiet; L1 tESSEEAEsSOR {1 mnstmnsmon O puenaor 3 saumepven L) ac.usd L1 nonuee ryng

TATEMENT chmﬂ) Tor

""“"""6‘:‘.“5*_@. ii” Wsmwﬁ’m%mﬂ"u At Dobtors [ Dettor 1 £ Dabror 2

6.
0 B T
B. OPTIONAL FIRER ?Em DATA

. .. - ; i g
FILING OFFICE COPY — NATIONAL UCC FINANCING STATEMENT (FORM UCC1) (REV. 07/20/98)

Bmlm&vmms. Ine., St. Cloud, MM Fortn UCC-1.LAZ €130/2001




" Kansas Online UCC Filing

“;5"'»‘“2& Kansas Secretary of State
\1& Online UCC Filing System
/2} Acknowledgment of Filing

!}éi:‘w“

Time of Transactuon 07-01-2011 11:17:07 AM
Filing Type: Continuation
Filing Number: 98651186 Initial Filing Number: 94705044

Initial Filin _g

Page 1 of 1
HARY UL
' HO 13453
U # 5105044

.—-—.——“‘—
B?ZAKQ,'(_

Debtor Information

{HOWISON HEIGHTS, INC.
-|721 E NEAL AVE
SALINA, KS 674017727

HOWISON, TIMOTHY B
721 E NEAL AVE .
"|SALINA, KS 67401

Secured Party Information

CENTRAL NATIONAL BANK
P.0. BOX 1029 .
JUNCTION CITY, KS 66441

Amendment:

Authorizing Party Information

CENTRAL NATIONAL BANK

Collateral Information

[ Backtolisting |

. swm

https://www.accesskansas.org/eucclindex.html?submit=vie\_#receipi&id=527102319856082... 7/1£2011
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TIMOTHY B. HOWISON: MELINDA §. HOWISON Cautral National Bark . LPistals  KEL
1212 MEYER DR PO Box 120 Loan zuusm
SAUNA,KS 674015274 . | 56D Maple . Dote12:38:
Gypsum, KS 57448 Matunty Dote 12:30-2018
I.un Amount $ 72.600.00
d Of
BORROWER'S NAME AND ADDRESS LENDER'S NAME AND ADDRESS
"1* s¢hides each hoirower abave, jomtly sad severally, § "You" moans tha fender, its successors snd assigns.

For value recoved, | promuse €0 pay to you, of your order, at yous addiess ksted sbova the PRINCIPAL sum of {aventy toyen theusand eight hm__dml end

nof100 Bollars $ _L&@_L
IR Ssingle Advances | will recerve o of this p 1 sum on 12:30-2008 . No add e plated under tis note,
1 mutsple Adusnce: The pancipe! sum shown sbove is the of paltean b under tus note. On e
1wt receive the ntof§ i and futwre prnopal ad we ted,
Conuids The cand {oe fulure ad: we
0] Open End Cradkit: You and | sgreq that | may borraw up 1o tha iy t of pn ! mote than ene tme. Thes feature ss subpet to
sll cther ¢ondiions and expaes on ‘ -
3 Closed End Credit; You snd ) sgree that | may borrow up to the maximum anly ona time {and sub to afl othes d 1
INTEREST: 3 agree to pay mt on the ding prmcpsl bal from 12.30-2008 ) st therate of 7000 %

per year vont 12:30-2018
O3 Vsdable Rate: Thia rate may then chanpa as stated below.

m Index Rates The future rate walt ba 5.430 percent abovs the foflowmng ndex rate: Previcts morths averaga yiold on US Yreasuty dyear
CMT s publiched n the mos1 tecent Federsl i H.15

D3 o tndex: The future 1ate wilt aot be subject to any miesnal of external mdex. It will be entirely m youw controk

10 Frequency and Timing: The rate on this note may change as often as 9W1y 3rd payman begnbing 12-30-2011
A change w1 the interest 1ate wilt take affect 00 1ho $ama day

D) Limitasions: Dunng the term of tus loan, the spplicabls annual intesest cate will not be more than % of lass than
%. Thae rate may not change more than % each .
Effoct af Varisble Rate: A changs in the intsrest fate will have the followmg effect on the payments:
O The of sach achaduled pay will chang A The of the final payment wall chang
a .
ACCRUAL METHOD: Int walt be celculated on » Actualj3cd hawis, )

POST MATURITY RATE: | agrea 10 pay mterest on the unpaid batanes of this nota owing after matunty, snd untl ped m full, o3 stated below:
O on the aame fixed of vanable rate basis n effect before maluaty (a3 nckoated skove),
X ataiate equal to 12.00 PERCENT PER AN

[} LATE CHARGE: }f a paymentis madamorethan 10 days after it s due, { agres to pay a late oharge of 5.000% of the lats smount withs
min of $25.00

X ADDITIONAL CHARGES: kn adction to intesest, § agrea 1o pay the following charges whuech [0 erc [ senot included in the prmcwpal
abave: 3150.00 DOC PREP FEE -

PAYMENTS: ! egrae to pay this note as follows: )
10 saciual paymanis of $11,128.54 beginning 12:30:2009, This fs a vasiabla rate loan and tha'fiaa] payment smetat may chanpe.

ADDITIONAL TERMS: o ,
A MINIMUM INTEREST CHARGE OF $25.00 APPLIES. _ .
FREPAYMENT: | AGREE THAT If AT ANYTIME DURING YHE FIRST § YEARS OF THIS LOAN | CHODSE YO PREPAY THEL0AN BY REFINANCE, THEN L AGREE TO PAY

YOU A PREFAYMENT FEHALTY OF 2% OF THE OUTSTAMDING PRINCIPAL BALANCE AT THE TIME OF PREPAYMENT. THIS PRE‘AYMENT PEHALTY APPLIES DRLY
T0 NOTES WITH AN CRIGIKAL LOAN AMDUNT OF $500,000 OR GREATER AND A MATURUTY DATE BEYORD 1 YEAR.

SECURITY: RealEstate Momages dated 1-9.2007, 117- 2007. 5:17:2007, B.4-203, 11-8-2005, Twa Sectsity Agresmeats dated £-18-2008.

X SECURITY: Ths noto 15 seg 1 d by {c p PURPOSE: Tho purpose of tus foan ta WORKING CAPITAL

document by type and date): R
ANY AHD AL SECURITY DOCUMENTS EXECUTED BY BDBBDWERW CENTRAL SIGNATURES: | AGREE TO THE TERMS OF THIS NOTE NHCLUDING
HATIOHAL BARK W THE PAST, HOW, OR M THE FUTURE. THOSE ON PAGE 2}. | have recewved a copy on today's dats,

(Vv section w Fob your meaenal yes r.luubluummnmmmmmh

Agrearreit wil AR gecuve thet ot §

Signatue for Lander

Marty & Radden, Prasident DA 5. HOWISON

-

UNIVERSAL ND1E -
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DEFIIMTIONS: As used on page 1. "(X* means the tarms that apply to
tins loan. *5,° “me” or *my" means each Borrower who signs this nota
and each othet persan or legsl entty including guacantors, endarsers,
and sureties) who apgrees to pay this note (together referred ta as “us™).
*You® of "yout” means the Lender sndits pucceasors and assigna.

APPUICABLE CAW: The faw of the state i wiuch you ere located will
Povam this nots. Any term of this acte which I1s contraty to applicable
avw will not ba effective, unlozs tha faw pernuts you and me to agree 10

You vell not be liabla for the dishonat of any check when the dishonor

occurs because you et off this debt agamst any of my accounts. { agree
0 Rold you harmiless from any such clams ansing as a result of your
exerciss af your right of ser-off.
REAL ESTATE OR RESIDENCE SECURITY: Hf ttus note 15 secwed by reat
estate of a reidence that i3 personal property, the exatence of & default
and your semediss fot such e defeut will bo deterawned bx‘ apphicatle
law, by the terms of any separate 8

such a if any p of ts ag t cannot be
accotdng to its tetms, this fact will not affect the enforceability of the
[ der of this ap No modf, of this agreament may be
made vathout your express wmiten consent. Time 13 of the essence wm
this sgreement.
COMMISSIONS OR OTHER REMUNERATION: [ understand and egree that
any [ pad to fes as part of thes note
wall nvolve money retamad by you or pmd back to you as commussions or
other ceawnerauon.
in addtion, { understand and egiee that soma other payments to third

parttos as part of this aote may elso invalve money tetaned by you of

md back ta you ss of other f )

AVMENTS: Each poymoent | meke on this note will {rst reduce the
smount | owe you for charges which are neither interest nor principal,

he der of each pay wil then reduce actryed unpad tnterest,
and then unpatd principal, If o and 1 agres to o different spphcation of
payments, we wall deseribe olii &3 ¢t on this note. | may prepay 8
part of, es the enuré balance of tus loan without panalty, unfoss we
specify to the contrary on this note. Any partl prepayment will not
excuse or reckice mny later scheduted payment untl this hote ks pard in full
(unl;ll. ‘whent make the prepayment, you ond I agres i wiibng to the
tontracy; -
INVEREST: k on the puncipsl g unpaid from time
to ume, untd pad m ful. U | réceve the pancipel i more than one
advance, each advance wik stat ta emn interest anly when { recetve the
advance. The nterest ratw in affect on this note at any givea dme wil
apply to the entre prmerpal advenced at that time, Notwahstasading
ahything to the contrary, | do hot agres to pay and you do hot intend to
chaige any tate of wterest that is higher then the mmomum tate of
nterest you could chergs under cable faw for the extension of credit
that 1$ agreed to hete {erther bafora of after matunty). If sny notice of
anterast acctust i sant and 15 in ervor, wa mutually agres to correct i,
and of you actudlly colect more snterast then sllowed by fsw snd thus
agreement, you agree to refund it to me.
NDEX RATE: The index wil serve only a3 a device for satting tho rate on
thus naote. You do not guersntee by selecting tiws wndex, 'of the magn,
that the rate on this nota will be the eama 1ate you charge on sny other
foans or class of kazns to me or ather borrowers.
ACCRUAL METHOD: The amount of interest that | wall pay on this foan
will be flated usg the fate and i method stated on
paga 1 of this note, For the putpose of nterast caleulaton, the accrual
meathod will determine the humber of days in & "year.” If no accrusl
method 13 stated, then you may use say ebte scorus! methed for
caleul interest.
POST MATURITY RATE: Fur purposes of decidng wien the “Post
Matunity Rate® {shown on page 1] applics, the term "Mmatuity™ meana the
data of the last ach [.T\" d on page ¥ of thua note or
the date you accelerate payment on the acte, wh ey 13 earler,
SINGLE ADVANCE LOANS: {f this 15 a single advance fom, you and |

axpact that you will make only one edvence of prncipal, Howeves, you-

may add other amounts to the principal if you make any payments
deserhad i the *"PAYMENTS BY LENDER" plr;?nph befow.

SRULTIPLE ADVANCE LOANS: If this s3 a putuple rdvanca loan, you and |
expect that you will meke nore than one sdvance of principal. f this &
closed end ceedt, fopaying a part of the princspal wik ot entifa mo to
additional eredit

PAYMENTS BY LENDER: If you sce suthorzed to, pay, o my behalf,
charges | am obligated to pay (such as properly | Rims)

t and, 1o the extent not prohibxted by law and aot contrary 10 the
terms of tha paret ty mstr t, by the “Defau
“Remedies” paragraghs hercim. .

DEFAULT: L will ba i dafaultsf say one or toce of tha tatlowing accurz (1)t

{all 1a make a payment on tme or in the amaunt dus; {2) | fail to keep the

progerty insuced, of raquued; (3) 1 fod to pay, or keep any piomise, on any

debtor agreement have with you; (a1 any other creditos of ruhe attempta te

coliect any debit § owa haw through court praceedm;z: {B) e, am dediarad
tors, or b

s make an ' for the benefit
nsot (sither b my kabi exceed my assets of | am unable to
pay my debts e3 they become duel; (61 § make any weitien statement or
peovide sny financial infortnation thatss tntrueos maccurate ntthe ime X vwas
m\gded;_‘(nl do or tad to do something which causes youta beheve thatyou

Y g 1 oweyou; (8) any catleterelaccuring
thus notass usedw s orloapup wm{\" fuscation b

Y
a legal authouty; {9) 1 changs my name of assume an additonal name
without finst netfying you befote msking auch a change; {10} § fad ta plant,
cultivata sad harvest ocops in due season if | am aproducer of crops; {1 1hany
toanproceeds ara used foc a purpose that will contribute to excessive erosion
of hughly erodible tend or to the of wetlands to an
aglls?d\il&u'a( Mo‘ommodw.as furtherexplamed tn 7 C.F.R. Part 1840, Subpert
, Extulxt
BEMEDIES: It | am i datauit on this nota you hava, but sre not imited to,
the following remadies:
{1) You may d a di

psyment of sll | owe you under thus

note {4 st o unpoad and other acerurd chasges),

{2) You may set off this dabt egamnst any nght | have to the pavment
of money from you, subpct to the terms of tha "Set-Off”
gaugaph heren, N .

13} You may damand secuinty, add ' Y, or add portes
to ba obilpated to pay this nots as a condition for net using any
other tamudy.

4] Yau may rJ\me ta make advences ta me ar allow purchases on
crodit by me, . .

{5) You may use any romedy you hava under stata or federal lawv.
By selsctnig any one or mors of these remedies you do not giva 1o yous
npht to fates use sy other samedy. By waving your night 10 declage an
svent to be & dafault, vau da aot waive yous fight to later conmder the
event as a default if wt contiries or happang agan.
COLLECTION COSTS AND ATTORNEY'S s fagres to all costs of
collecuon, €8plevin or any othet of simiar typa of enat 1f § am in defaudt.
In additon, 1f you hire an attorney to colject tus note, | alsa agree 1o pay
any fee you mcur with such altorney plus court costs {axcept where
prohibited by law), To the extent pernuitad by the United Statea
Bankruptey Code, { also agrea to pay the ransonabls sttomey's fess and
€osis you ineur to collect this debt as awarded by sny court exerasing
Wudinon under the Bankruptey Code.

AIVER: 1 glva up my rights ta toquira you to do cestain sungs. [ wil not
sequire you to: &

) “ e (e 1

Y of
12) obtain otfictal ce of aonpay {p A; ar -
(E]} gg notice that smounts dua have not been pud lnotics of
of

or).
edil m:lvc way delenses ( have baxed on suretyship or impacment of
ateral,
OBUGATIONS WIDEPCHDENT: § undetatand that § must pay tus note
even If someone else hag atso agresd to pay it {by, for exampls, ugnmig
thys form or m sopatate guacantec of endorsement]. You may sue me
slone, or anyone dso who is cbhgated on thus nots, or sny umber of uy

then you may treat thuse payments made by you as advances and sdd
them 1o the unpad principal under this note, of you may demand
tmmedate paymeat of the chacges. .

SET-OfF: § agree that you may set off any amount due and payabls under’

Uns nots agaast any sight [ have to recesve money from you.
“Rught to 1ecerve monay from you™ means: .
{1} sny deposit account balance | have with you;
(2] sny munnv’owed‘ tc me on &n Item pradunmd 10 YOU of 1n youd
ot ¢l or sxch an

13) sny repurchase agx o other d blig: !

“Any amaunt due and payable under tiws mote® means the rowal
amount of which you are ted to o d pay wnder the terms of
this nate at the time you zet off. This total includes any balunce the dus
data for which you progerly sccelerate under this note,

1f my nght to recaive money from you ts afso ewned by someone who
has not agresd to pay thus note, your nght of setoff will apply to.my
wnterest in the obkgeton and to say other amounts § could withdraw on
my sola raquest or endorsement. Yout night of set-off does not apply to
an account of other obligation whers my nghts are onfy as 2
ceprasentative [t 8lso daes not apply to eny Individust Retwement
A o other tax-deferred reucement sccount.

9 » to colloct Yus note. You may do 80 without any notica that it
hsas not been pald (notico of dist ). You may without notice rel:
sy party 1o this esesment without telzavng any othes party. If you give
up say of your sights, with a1 wiithout natice, it wil not atfact my duty to
pay this nota. Any extension of new credt to any of us, or renewal of
thux note by all or bass then all of us will not relesse me from m‘dutytﬂ
pay . [Of tourse, you ars entded to only ons payraent ia ful} ) :gmn
that you may at your opton extend this note or tha debt represented by
tivs note, oc eny portion of the aote or debt, from tima to uma without
lunit oc tiottce and for sny term with i g my hatulity for paynwent
of the note. | wdl not assign my cbligation undar s sgreement without
m« Aﬁn“ wntten abpraval,

ICIAL I{FORMATION: | agree to pro , URON cetuest, eny

)} d st ar you may deem nocessary. | warrant
that the {i { stat and & { provida to you are or will
be accurate, correct sad complete,
NOTICE: tinless otherwise required by law, any nauce o ma thad bhe
given by delivering ¢ or by mailing it by fust class masl addeessed to'me
at my last known addeess. My current address 13 on page . | agres to
inform “w W writing of any changs in mx;ddress. $ wall give ety aotice
10 you by makng it st class to yout eddcess stared on page 1 of tus
agresment, of to any other address that you have desipnated. .

DATE OF PAINGIPAL BORAOWEN'S PRINCIPAL PRINCIPAL -] INTENEST INTEREST - SITEREST
TRANSACTION ADVANCE vy 1L PAYMENTS e | TeaE PAYMENTE R ..
] 4 L %8
$ $ [ »is
) $ $ LILR
[] 4 [} %le
' $ 3 ) ®is
[] $ [) %4
$ 4 [ k3D
$ $ ! EAK
[] $ 4 %14
$ $ 3 %1
$ $ $ %]é

E55TRIY ©113¢, 101 Barkert Syvivew, o, B2 G, M Form UM 31472002

w!'dﬂ




. EXHIBITI




REBECCA EEEKRN
_ BEBISTER OF DEEDY (% N
. ~ SALTHE COUNTY KRHORS
e : Book: 1143 Page: 1188
© - BT i e
T . H r t
P rdet: 8 R tion T
3 @ \MD“I e Oote Recordeds 1718 et 11ic343 P T
£y § |
LY
-~ ~ a [
25235
HZ2=d3
58 &Y -
=l w3y
B &

Return To:  CENTRAL NATIONAL BANK
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Prapared By: CENTRAL MATIONAL BANK
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Space Ahave This Line For Recording Data

REAL ESTATE MORTGAGE
With Future Advanaa Clause) .
1. DATE AND PARTIES. The date of this Morigage (Security Instrument) Is _01-09-2007
and the partwes, their addresses and tax identificatlon numbers, if required, are as follows:
MORTGAGOR: -

TIMOTHY B, HOWISON AND MELINDA S. HOWISON, HUSBAND AND WIFE
1212MEYERDR -

SALNA, XS 674015274

D (f checked, refer to the attached Addendum incorporated harein, for ndditional Mortgagors, their
" signatures and acknowledgmants.
LENOER:

CENTRAL HATIONAL BANK

ORGANIZED AND EXISTING UNDER THE LAWS OF THE UNITED STATES OF AMERICA
454 3OHID .

SALINA, KS 87401

2. CONVEYANCE. For good snd valuable considerauon, the receipt and sufficiency of which is
: acknowledged, und to secure the Sgcured Debt (defined below) and Morrgagor's petxormanca undar

this Security Instrument, Mortgagor grants, bargatns, conveys, mortgages and warrants to Lender the
following described property:

LOT EIGHT (8) AND LOT EIGHTEEN {18), BG VALLEY ADDITION, .20, I8 SALINE COUNTY, KANSAS. -

KANSAS - AGRIGULTURALICOMMERCIAL REAL ESTAYE SECURITY INSTRUMENT
INOY FOR FNMA, FHUMC, FHA OR VA USE, AHD NOT FOR CONSUMER PURPOSES)

—. lRage 1019}
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The property is located i _SAUNE ‘e 't LOT B & 10T 18 BIG VALLEY
. ’ (County)
, SALINA . Kensas 67401
{Address) {Cityt . [Tip Code|

Together with 3l fights, aasements, appurtenaness, toyaltias, mineral rights, oil and gas rights, crops,
timber, #ll diversion payments of third party payments made to crop producers, all weter and ripartan
vighta, wells, ditches, seservons, and watet stock and all existing and future improvements, struttures,

fixiwres, ond reptacements thet may now, or at any time in the future, be part of tha resl estate
described above (ell referred to s "Proparty”}, : e,

MAXIMUM OBLIGATION LIMIT. The 1otal principal amount secured by this Security Instrumant at any
one time shall not exceed & _70,000.00 . This limiration of emount does
not Include interest and other fees and charges valdly made pursuant to this Secunity Instrument. Also,
this limitation does not spply to advances made under the terms of thus Security Instiument 1o protect
Lender's security and 1o perform any of the covenants contained in this Security Instrument. The
limitation is for the purposes set forth in K.S.A. § 9-1101, § 58-2336 and § 79-3102.

SECURED DEBT AND FUTURE ADVANCES. The term “Secured Debt” is dafined as follows:

- A.Debt incurred.undar_the terms of all.promissory-notafs)—conteact(st,.gusrantylies)~or othar

svidence of debt described helow and all ther extensions, renewals, madifications or
substitutions  {(When referencing the debis below it is su%gesred that yous include items such as
botrowers’® names, note anrounts, interest rates, maturity dstes, erc.t .

PROMISSORY NOTE 4gJIRO700 DATED 1/08/2007.

All future advsnces from Lender to Mortgagor or other future obligations of Mortgagor to Lendet
under eny promissoly note, Goftract, guaranty, of other evidenca of debt existing now ot
dxecuted after this Securlty Insttument whether or not this Security Instrument 15 specifically
referenced, or such funre advances or future obligations are mcuwed for any purposa that was

related or unselated to the purpbse of the Sscurity Insuginent. If more than ons person signs this

Security Insuumem, éach Mortgagor agrees tha dus Secunty lastrument will sacure all future

sdvances and future obligations that ere glven 1o or inturred by any one or more Vortgagor, of
any one or more Mortgagor and others. AW futuie advances end other future obligations are
secured by this Sepunty Instrument even though all or pert may not yet be advanced All future
advences and aother futura oblipatichs are secured 8s i made on tha date of this Security
Instrumeant, Nothing i this Secunity Instrument shall constitute a commitment to make

additional or future loans or advances i3 any amount. Any such commitment must be egreed 1o
in ® separate wring,

Al obligetions Moriga

prohibited by law, inc?:é

aocount agresment between Mortgagor and Lendar, ' .

D. All sdditional sums advanced snd expenses incursed by Lemder for insuring, preserving of
otheiwise prolscung the Propeny and nts value and any oiher zums advanced end expenses
incurred by Lender under the tarms of this Security Instrument.

C. _owes to Lender, which now exist or may later anse, to the extent not

ing, but not imited to, Nabllhies for averdrafts relating to eny deposn

This Security Instrument will not secure eny other dabt if Lender [ails To give sny required RSB dl the
right of rescission, .

PAYMENTS. Mortgagor agrees that all psyments under the Secured Debt will be paid when dus and i
accordance with the terms of the Secured Debt and this Security Instiument. '

WARRANTY OF TITLE. Mortgagor waments that Mortgagor Is or will ba lawfully seized of the estate
conveyed by this Secunty Instrument and has the right te grent, bargain, convey, ssll, mortgage and

wamanl the Property. Mortgagor elso warrants that the Property & unencumbered, except (or
encumbcances of cacord

PRIOR SECURITY INTERESTS. With regard 1o any other mortgage, deed of Urust, secwity agreement of

other fien document that created a pnor sscurity interest or encumbrance on the Property, Mortgager
sgraes; - : :

(poyge 2 of 6}
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A. To meke all payments when due and to perform or comply with all covenants,

8. To promptly daliver 10 Lender any notices that Mortgagor receives from the holder.

C Not 1o sllow sny modification or extenswon of, nor to frequest any. future advances under any
aate of agreement secured by the kgn document without Lender's prior writte.n consent.

8. CLAIMS AGAINST TITLE. Mortgagor will pay alt taxes, assessmemts, lens, encumbrances, lsase
payments, ground rents, utlities, and other chargss relating 10 the Property when dua, Lender tmay
recire Mortgagor to provide ta Lender copies of aBi notices that such amounts sre dus.and the tacatﬁls
avidencmg Mortgapor's payment. Mortgagor wili dafend tide to tha Property egainst any clalms that
would inpstr the lien of this Secunty Insttument. Mortgagdr adrees 1o assign to Lendex, as requested

by Lender, any rights, claims or defenses MortgagorSzay have sgainst parties who supply labor or
materials to malntaln or improva the Property. ~ ~ ~

9. DUE ON SALE OR ENCUMBRANCE. Lender may, bt its optlon, declare the entlre balence of the Secured
Debt 10 be immediately due and payabla upon the craation of, or contract for tha creation of, any lien,
encumbrance, transfer or sale of &l or eny part of the Property. This nght Is subject to the restictions
imposed by federal law {12 C.F.R. 691}, as applicable. This covenant shall run with the Propsrty and
shall remain in effect until the Secured Debe is paid In full and this Secunity lnstrument Is released,

10, TRANSFER OF AN INTEREST IN THE MORTGAGOR. if Mortgagor is an entity othar than a natural
person {such as a corporation or other organization}, Lender mey demand immediats payment ifi
A.- A'beneficlel-interast n Morigagor is sold or usnsferred. ‘e R
B. There 1 a changa in either the identity or number of membars of a partnership or similer entrly.
C. Thme‘rlg is & change in ownerstup of mora than 2b percent of the voting stock of a corporation or
ssmular eatity. :

_However, Lendsr may not demend payment in the above situations if it is prohibited by law as of the
date of this Security Instrument, . .

11. ENTITY WARRANTIES AND REPRESENTAYIONS., If Mongagor 13 an entity other than a netwral parson
(such as a carporation o other organization], Mon%agot make! 10 Londer the following warranies anxi
1epresantations which shal] continua as long as the Secured Debt remolns autstanding: o

A. Mortgagor is duly organized and vahdly existing m Mortgagor's state of incorporation or
orgenization. Mortgagor Is in good stending in sil states in which Morigagor transacts busipess..
Mortgagor has the power and sutharity ta own the Praperty and ta carty on its buainess as now
being conducted and, as applicable, is qualified to db =e in each state w1t which Morigagor
operates. . -

8. The execution, delivery and performance of this Secutity Instument by NMortgagor and the
obligations svidenced by the Secured Dsbt are within tha power of Mortgager, have been duly
authonzed, have received all necessary governmentst approval, and will not violate any provision
of faw, or crder of court or gaverntmental agency.

C. Other than previously disclosed in writing to Lender, Mortgagor has not changead its name wathin
the last ten yoars end has not used any other lrada of fictitious name. Withowut Lender’s peior
written &onsent, Mortgagor doas not and will not use any other name ond will preserve its
existing name, trada names and franchises until the Secured Debt is satisfiad. -

12, PROPERTY CONDITION, ALTERATIONS AND INSPECTION. Moartgagor will keep the Property in good
condition end maka &l repairs that are reasonably necessary. Mon‘fagor shall not commit or allow any
waste, impalment, or daterioration of the Proparty. Mottgagor will keep the Property fres of noxious
weads and grasses, Mortgagor. agrees that the naturs of occupancy and use will not substentially
change without Lender's prior written cansent. Morigsgor will not parmit any chengs in eny license,
rastelotive covenent or essement without Lender™s prior wiitten consent. Mortgagor will notity Lendar
of all dsmands, proceedings, claims, and sctions agamst Morrgagor, end of say loss of damago 10 the
Property.

No portion of the Property will ba removed, demolished or materially eltered without Lender's prioc
written consent except that Mortgagor has the right to remove items of personal property comprising &
part of the Property that become worn ©f obsolete, providad that such personal proparty is roplaced
with ather personal property at least equal in value to the replaced personal propsrty, fres from any utle
retention device, security agreament or other encumbrance. Such replacemant of parsonal proparty will

deamad subjsct to tha security nterest nrested by this Security nstiument, Mortgagor shall not
partition ar subdivida the Property withaut Lander's priof written consent,

Lender or Lender's ageats may, at Lender’s option, enter tha Prap at any.regwonaeble time for tha
purpese of inspecting the Property. Lender shall give Mortgagor notics ot the time of or before an
inspestion specifying & reasonablé purpose for the Inspection. Any inspsction of the Property shall ba
entirely for Lender's benefit end Mortgagor will In no way rely on Lender’s inxpaction.

; lpage 3ot §)
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13 AUTHORITY TO PERFORM. If Mortgagor fais ta perform any dity or eny of tha covenants contained in
this Secwrity Insttument. Lender may, wathout notice, porform oF couse them to be performed, .
Mortgegor eppoints Ltender 83 attomey in fact to sign Martgager’s name or pay any amounl necessary -
far parformanca. Londer's nght to pesform for.Mortgagor shall not create. an abligation to perform, and
Lender's fallure to periorm wall not preclude Lender from exercising any of Lender's other rights under
the {aw or this Security lestrument. IF any construction on the Property is discontinued or not carrigd on
in B reasonable manner, Lender may teke olf steps nacessary 10 protect Lender's secunty mterest in the
Property, including completion of the construction.

14. ASSIGNMENT OF LEASES AND RENTS. Mortgagor essigns, qrents, bargains, conveys, mortgages and
wareants to Lender as additional security all ths right, title and intesest in the fslowing {Propernty).

A. Bxisting or future leases, subleases, licenses, guarantias and ey othet written ot vesbal
agreements for the use and occupancy of the Property, micluding but not lmited to, any
extensions, renewals, modifications of seplacements [Leases), : :

B. Rents, Issues and profits, mcluding but not fimited to, securty deposits, minlmum rents,
percentage rents, additions! cents, common area maintenance charges, parkng cherges, real
estate texes, other appliceble. taxes, Insurance premum .contributions, fiquidated damages
following default, cancellation premiums, "lass of rents™ Insurance, guest recaipts, revenues,
-roysliies, proceods, bonuses, accounts, conwact nghts, general intangibles, and ell rights and
-claims which Mortgagor may have that in any way pertain to or are an account of the use or

oocupancy of the whole or any part of he Propenty (Rents), )
Inthe _oygnl any itemn listed as Leases or Rents is, ggtermined 1o be personal propagty. this Assignment
will'aléa be régarded o< a secuniy egreement, . .

Mortgagor will promptly prowide Lender with capies of the Leases end will certify thése Leases sre true
and corvect copes. The existing Leases will be provided on exacution of the Assignment, and all future
Leases and any other information with respect 1o thess Leases will be providsd immediately after they
are executed. Mortgagor may collect, recetve, enjoy and usa tha Rents so long es Moctgagor Is not n
defauh, Mongagor will not callect i sdvance any Rents due in future loase periods, unless Mortgagar
flist oblains Lender’s written eonsent. Upon default, Mortgagar will receive mny Rents in trust for
Lender and Mortgagor will not commingle ths Renis with any other funds. When Lander so directs,
Mortgagor will endorse and deliver any payments of Rems from the Property to Lendsr, Amounts
collectod will be applisd &t Lender's discretion 1o the Secured Debts, the costs of managing, protacting
and presarving the $ro an'v. and ather necessery- expensas. Morgagor agrees that this Security

- Jasyrument ds unmeoﬁateg effective between Mortgagor and Lender and effective as to third parties on
. ‘the recording of this Assignment.

As long as tus Assignment is In effect, Mortgagor warsants and :grrssmts.ﬁ:at no default exists under
the Leasas, and the parties sublect 0 tha Lsases have not violated eny spplicable law on leasas,
Kcenses end fandlords and tenants. Mortgagor, ‘at its sole cost and expense, will keep, observe and
porform, and require ol other partias to the Leases to comply with the Leases and eny applicable law. If
Mortgagor oc any party 1o the Lasse defsults or fails to observe any ficabla law, Mortgagor will

romptly notlify Lender. i Marigagor neglects or refuses 10 enforce cm:gganca with the terms of the

eases, then Lender may, at Lender's option, enforce compliance. ’

Mortgagor will not sublet,-modify, extend, cancal, or otherwisa alter the Leases, or mccepy the
surcender of the Propenty coverad by the Leases (unless ths Leases so require) without Lender's
consent. Mortgagor will nat mssign, compromise, subordinale or encumber tha Leases and Rents
without Lender's pnior writien consent, Lender does not aséume or become liable for the Property's
maintenance, depreciation, ot other lasses or damages when Lender acts ta manage, atect oF
preserve the Property, except {or tosses and damages dus 1o Lender's pross nogligoncs o intentional
torts. Otherwiss, Mortpagor wili Indemnify Lender, and bold Lender harmless for alt lisblfay, loss or
damage thet Lender may-incur When Lender-opts 1o exercise any of sis remedies-apainst.any pany
obligated under the Leasss, . :

15. LEASEHOLDS; CONDOMINIUMS; PLANNED UNIT DEVELOPMENTS. Mon agor agrees to comply with
the provisions of any leasa if this Seourity Instrumant 15 on a lpasehald, {f the Property wcludss & unlt in
a condominium of a planned unit development. Mortgagor will perform ali of Mortgegor's dutles under
tha covenants, by-laws, of regulations of the condominium or planned unit development. .

16. DEFAULT. Mortgagor will be in default If any of the following occur: .
A. Any party obligated on the Secured Debt fails 10 make payment when due;
A breach of any term or covenant in this Securnty Insyument of any other document executed
. Jot the purpose of cresting, securing or guarantying the Secured Osby; o ‘
« €. The making or furnishing of any verbal or wrtien raprésentation, statement or warraaty to
. Lender that 1s false or incoirect 1n bny materiel respect by Mostgagor or any person or entty.
- obhpgsted on the Securad Debt, L .

dpage 4 of é}
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D, The death, dissclution, of nsolvency of, appdintimédt of a mceiver for, or application of any .
debror relicf law to, Martgegor or any other porson or entity ohligated on the Sacured Debt; :
E. A good fatth beliet by Lender at any tims that Lendaer ts insecure with respect 1o any parson or
enlity obligated on the Secured Debt or that the prospect of any payment is impaned or the
value of the Property is impalired; v
£. A matorlel sdverise chaige in Mortgager's business including ownership, management, end
. finencial conditivas, which Lender in i3 opinlon bellaves impais the valua of the Propetty or
repayment of tha Secured Deby; or . L
G. Any loan proceeds ere used for a purposs thst will contrbute to excoessive erosion of highly
erodible land or ta the conversion of watlands to produce &n sgricultural commodity, as further
-._explained in 7 C.F.R. Part 1840, Subpaet G, ExhibitM, - - : .

17. REMEDIES ON DEFAULT. In some Instences, feders] and state law will requite Lender to provida
Momrsoor with notice of the right-t0 cute or other nolices and may a8stabhsh tme achedules for
foreclonre actions, Subjoct to these limitations, if any, Lendsr may accelerate tha Secured Debt and
foreclose this Security Instrument fn a manner provided by law if Mortgagor Is in defeult. - =

A1 the option of Landsr, all or any part of the apreed fess end charges, ecerued mterast and principal

© ghall yne knmediately due and rayable, after giving notice if required by law, upon the eccurrence

. of a default or anytime thereafter, In addition, Lender shall be entitied 1o all the remedies provided by
law, the torms of the Sacured Dabt, this Seourity Instrument end any related documents. All remedies | -
&re distingt, cumufstive and not exclusive, end-the Lendor ig entitled to all remedies provided at low or  ~. -
equity, whether or not expressly set forth, The ecceptence by Lender of any sum i peyment or partial
psyment on the Secured Debt after the belance Is due or Is accelerated or after forecksure proceedin
&re filed shall not constitute a waiver of Lender's right to requirs completa cure of any existing dafauit.
By not exerclsing eny remedy. oh Mortgagor's default, Lender dass not waive Lender's right to later
consider tha event a default if it continues or happens agamn. ’ i B :

18, EXPENSES; ADVANCES ON COVENANTS: ATTORNEYS' FEES: COLLECTION. COSTS. Except when
ixchibitad by law, Mortgagor egrees 1o pay all of Lender's expenses i Mortgagor breachss sny
tovenant in this Securlty lstrument. Mortgagor will slso pay on demsnd any smount incurred by
Lender for insuring, Inspecting, preserving of otherwiss protecting the. Property and Lender’s security
Interest. These expenses will ?:ea- Interest from tha dste of the payment untd pald in full at the highast

- Interest rate 0 eifect as provided in the terms of the Secured Debt. Mortgagor sgrees to pay all
reasonable costs snd expenses incurred by Lender i collecung, enforcing or protecting Lender's rights
and remedias bndar thes Security Instrument. This amount may include, but ts not limited o, collection
aganay faes or attarneys’ fees, but not both, and ather fegal costs and expenses tntwrred by tender in
exerclsing anL remedy under this Loan of under the law, for all pessonz ather then salanied employess
of Lender. This Sacurity Instrument shalf reman m effact uniil releasad. o -

19. ENVIRONMENTAL LAWS AND HAZARDOUS SUBSTANCES. As used in thls section, (1) Environmental
w means, without limitation, the Comprehensive Environmental Responss, Compensation end
tiability Act (CERCLA, 42 U,S.C.-9801 et seq.), @l other federal, state and local laws, tegulations,
ordinances, court orders, attorney generel opiions or intag:retive letters concerning the public health,
safsty, welfare, environmsnt or 8 hazerdous substence; and (2) Hazardous Substance means eny toxic,
radiodctive. or hazardous material, waste, pollutant or contaminent which hes characteristics which
rendes the substence dangerous of potentistly dangerous 1o the public hestth, safety, weltate or
envikonment, The 1erm includes, without limitation, any substences dsfined es “hazerdous material,” .
“toxic substences,” “hazendous waste,” “hazstdous substance® or “regulsted substanae® ¢nder any
Environmantal Law. . R ) I

Mortaa%g{ represonts, wanants and agrees thot . . - . :
AL Except as previcusly disclosed andecknowlodgad in writing to Lender. no Hazardous Substance
has been, Is, or will b located, transported, mapufectured, treated, refined, or handled by any
person on, under or about the Praperty, except in the ordinary eoursa of business and in strict
ompitanca with &ll appliceble Environmenial Law. - o :

B. Except as praviously disclosed and acknowiedged in writing to tander, Mortgsgor has not and

" will not cause, contributa to, or permit the relesse of any Hazardous Substance on the Property.

. €. Mortgagor will immediately notify Lender # (1) a releass or Uweatened relasse of Hezardous
Substance occirs on, under or sbout the Proparty op migrates or threalens 10 mprate from
nearby proparty; or {2} thers is a violation of any Environmental Law concerning the lgoparly. In

such an event, Mortgagor will teke &ll necessary remedial action in. sccordance whh
Envitonmental Lew., . :

D. Except as previously disé!oseq and ecknowledaed in writng to Lender. Mortgagor hss no ‘
© kpowledgs of or reason to beliove thece is eny panding or thregtened invastigation. claim, or
proceeding of any kind ralating to {1} eny Hazardous Substance located on, under or about the

lpage 5ot 8)
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Propecty. of (2} any violation by Mortgagor or any ¢erant of sny Environmental Law Mortgagor
will immediately noufy Lender in wriiing as soon as Mortgagor has reason 1o beliave thare 1s sny
such pending of threatened investigation, clam, or proceeding. In such an avent, {ender has the
" right, but not the obligatian, to participate in any such proceeding lncluding the right to teceive

. coples of any decuments relating to such proceedings o : -
. » .. E Except as previously, disclosed -and acknowledged i wiiting 1o Lender, Mentgagar and every
) 'l;nam bave bean, sre and shall remaln In full complance with-eny applicable Envronmental

., ta W, 5 . : . e - .

F.« Except as previously disclosed and scknowledged in writing to Lender, there are no undetground
storage tanks, pnivate dumps or open wells focated on or under the Property and no such tank,

X wa‘ ) ' dump or welt will ba added unless Lender first consents «n wniting.

G. Mortgagor will vegularty inspect the Property, monitor tha sctivities and operations on the
Property, and confirm that ell permuts. licenses ‘or eppravals requited by any applicabls

) Environmental Law are obtained snd complied with, : : C L
H, Mortgagor will permit, or cause any tenant to permut, Lender or Lender's agent tg enter and

. nspect the Property end teview all records st any reasonable time to determine 1) tha
existence, location end hature of any Hazardous Substance on, under or abaut the Property; (2}

" the existence, location, natwre, and magnitude of eny Hezardous Substanoe that has been

« relaased on, undar or about the Property, or {3] whether ar not Mortgagor and any tenant are in
compliance witn spplicebie Environhmenta) Law, ’ . o
. Upon Lender's request and at any time, Mortgagor aprees, st Mortpapos®s expanss, 10 engage &
“ + . « 1 qualified envitonmenta! engirieer to prepare,sn enviconmental.audit of. the Propecty angd 40 submit
the results of such audil 1o Lender. The ehoice of the environments! engineer who will perform
such audit 13 subject to Lender’s approval ) . .
. Lender has tha right, but not the obligation, ta perform eny of Mortgagor's obligations under this
section at Mortgagor's expense. - : R s
- K. As a consequence of ‘any treach of any repressmtation, wertenly or promise made m this.
section, (1) Morgagor wi indemnify and hold Lender and Lendar's succéssore of assigns
- hermless from and eganst all losses, claims, demands, liabilities, damages, cleanup, response
ar remediation costs, penaltiss and expenses, inciuding without limitation afl costs of htgation
end sitorneys’ fees, which Lender end Lender’s successors or assigng msy sustain; and (2} at
Lsnder's discretion, Lender may refease this Security Instrument and in retuin Mortgagor wilt
’ rtovnde Lender with collateral of at least equaf value to the Property secured by this Sacurty
. Insuument without prefidice 10 any of Lender's rights under this Security Instrument

L Notwithstanding eny of the languags contained in this' Security Instrument to the contrary, tha .

terms of -this section shall survive any foreclosure or satisfaction of this Security Instrument

ragardiess of any passage of uitle to Lender or any disposition by Lender of any or alt of the

- Propecty. Any claims ant defensas to tha contrary are heraby waived, .

20, CONDEMNATIbN. Morctgagor will qm' L&'\du .pu:oinpr.nou::‘e of any penz:ﬁng"or ute;tened action, by

private or public enutiss 10 purchasa or take any or &ll of the Property through condemnation, eminent
"domain, of any other means. Mortgagor authorizes Lender 1o intervene in Mortgagor's name in a:r' of
the above descnbed sections or-clakms. Morigagor asagns 1o Lender the proceeds of any sward or claim
for damages connected with a8 condemnation or other taking of all of urman of the Property. Such
proceeds shall ba considered payronts end will ba applied as provided in Security Instrument, Thix

assighmant of proceads is subject to the terms of aay prior mectgags, dead of trust, secliity agreement
. or othar llqn dacument, - - . ) ¢ h b .

21, INSURANCE. Mostgagor agrees to iaintain insurence as follows.

Morigagor. shail keep the Proparty nsured against loss b fl're',“ﬂood. theft end other nézanﬁ und‘
] tisksgrzgsonabfy a:&cmad wnhvlhe Proparty due to xtsY type - and location. This insurance ehall -

be, maintalngd 1n,the amounts and for -the pericds.that Lender fequlres. What Lender requkes -

pursiiant to the precadirig two sentences can-change during thelterm of-the.Secured Debt. The
wsurance carrler providing the ‘nmwance shall be chosen by Mortgagor subject 1o Lender's
approval, which shall not be unreasonably withheld if Mosigagor feils to maintain the coverage
* dascribed sbove, Lender may, at Lender’s aption, ubtain coversge to protect Lender’s fights in
tha Prapsrty agcording to the torms of this Security Instrument. - . ' i

All Tsurence policies and renawals shall be acceptable to Londer ardl shall includs a standacd
“mortgaga clauge™ and, where spplicebls, “loss payee clause.® Mortgagor shall, immediataly
noufy Lender of cancellstion or termination of the insurance, Lender shall have the right 10 hold
_ths policies and canawals, If Lender requires, Mortgagor shall immedistely gve to Lender sl
receipts of pald premiums and renewsl notices. Upon loss, Mortgagor shell give immediate
notice to the insurence camter and Lender. Lender may meke proof of loss -if- not made
wnmediately by Mortgagor. i :
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Unless otherwise agreed in wnting, all Insurande proceeds shall be applied to restoration o
repalr of the Property ar to the Secured Debt, whather or not then dus, at Lender's option. Any
application of proceeds 1o principal shall not extend o postpona the dus dats of scheduled
payment nor change the smount of any payment. Any excess will be paid to the Mortgagor. if
the Property 15 acquired by Lender, Mongagor's sight to any insurance policies and proceeds
- resulting frem damage 1o the Propenty before the aequisition shall pass to Lender to tha extent
of the Secured Debt immediately before the sequisition, - .
Mortgagor agrees to msintain comprehensive general liability insurance naming Lender 8s en
additional instred in an amount acceptable to Lender. tnsuring against claims arising from any
accidant or accuirence in or on the Property. .
C. Moitgagor sgrees to maintain venlal loss or business Interruptran nsurance, as required by

Lender, in an emount equal to et lesst coverage of ona year's dabt servies, end raquired oscrow '
accoum deposits {if ngreed to “separately in writing), under a form of policy accuptable to-

Lendet,

22, ESCROW FOR TAXES AND INSURANCE. Unless otherwisa ;gwided I @ saparate agreament,
Mortgogor will not be required ta pay to Lender funds for taxes and insurance in escrow.

23. FINANCIAL REPORTS AND ADDITIONAL DOCUMENTS. Mortgagor will provide to Lendsr upon-raguest.
any fmancial statement or information Lender may deem reasonably nesessary. Mortgagor agrees to
sign, dalivet, and file any additional documents or cestifications \hax{cndet may consider necessary to

perféct, continue, and prassrve Moriqagor's obligations under this Security fnstrument and Lender's lisn
status on tha Property,

24, JOINT AND INDIVIDUAL LIABILITY; CO-SJGNERS; SUCCESSORS AND ASSIGNS BOUND. All dutiss
under this Security Insttument sre joint and individual, If Monigagor slgns this Secwity Instrument but
does not slgn an evidence of debt, Mortgagor does so only to mortgage Mortgagor's interest in- the
Praperty to sscure payment of the Securad Dabt end Martgagor doas not agres to be personelly Hable
on-the Secured Debt, If this Security Instrument secures a guaranty between Lendar and Mortgagor,
Mortgagor agrees to-walve eny rights that may prevent Lender from bilnging any action or cleim
sgainst Morigagor or any party Indebled under the obligation. These nghts may Include, but are pot
imited to, any ant-deficiency or one-action laws, Mortgagor agress thal Lender and any party to this
Securniy Instrument may extend, modify or make any changs in the tamms of this Secunty Instrument or
eny evidenca of debt without Monqla_geof's consent Such a change will not raleass Mortgagor from the

terms of this Security Instrument, duties and benefits of this Security (strument shall bind end
benefit the successors and assigns of Mortgagor and Lender,

25. APPLUICABLE LAW; SEVERABILITY; INTERPRETATION. This Securty Insttument 1z govemed by the
laws of tha junsdiction in which Londer is located, except 10 the axtent otharwiss requited by the laws
of the psisdicrion whers the Property is focated. This Security Insttument 15 complete and fully
integrated. This Secunty Instrument may not ba amended or medifisd by oral epfesment. Any sectian in

this Security instrument, attachments, or any egresment related to the Sacured Debt that conflicts with -

.applicable law wall not be effective, unlgss that law exprassly or impliedly permits the variztions by
written agresment. If any section of this Secwity Instrument cannot ba enforced sccording ta its terms,
that section will be severed and will aot alfect the enforceability of the remainder of this Secwrity
Instrument. Whenever used, the singular shall include the plurel end the plural the singular, The captions
-and headings of the sections of this Security Instrurnent ate for convenienca only and are not o be

;Jaed to Interprot or define the terms of this Security Instrument, Tine is of the essence In this Secuity
nstrument. . f ' :

26. HOTICE. Unless otherwlse required by lew, any notice shall be given by defivenng 1t or by mailing Jt by
firsy glass mail to the eppropriate party's.address on page 1 of this Sectrity Insttument, or to any other
address designated In writing. ‘Notice"to ana mortgagor will be desmed to be natice 1o all mortgagors.

27. WAIVERS. Except to the extent prohibited by law, Mortgagor waivas " all appraisament, ‘homestead
exemyition, and redemption rights relating to the Propetty, Hawever, the waiver of sedempuion is nat

applicable to that portion of ths Property that covers agricultural land ot a single or two-famity dwelling
owned by or held n trust far o naturel parson. -

28, U.C.C, PROVISIONS. If checked, the following era appliceble to, but do mot limit, tus Secunty

Instrument*

O Constmction Loan. This Securty Instrument secures an obligation mcurred (ot the construction
of an Jmprovement on tha Property. .

D3 Fixture Filing. Mortgagoe grants ta Lender a seourity interest in all éoods thet Mongapgor owns
now of in tha future and that are or wall become fixtures rolated to the Proparty.

{psge 2 ot 3}
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33 Crops; Timber; Minarals;. Rents, Issues and Profits, Mortgagor gronts to Lender & security
interest in all crops, umber and minerals focated on the Property es well as all rents, 1ssues, and
profits of them including, but not limited 1o, all Conservation Resesve Program {CRP] and

Payment in Kind [PIK) payments and stmilar governmentsl programs {all of which shalf alsa be
included m the term "Proparty”).

O personal Property. Martgagor grants to Lender e security interest i all personal property Jocated
on or connacted with the Property. including all farm products, inventory, sguipment, accounts,
documents, instruments, chattel paper, general intangiblas, and all other items of personal
property Mortgagor owns now or in the (uture and that are usad or useful m the construction,
ownershup, operation, management, or maintenence of thg Property (all of which shell atso ba
included In the term “Property”). The term “personal wiBperty* specilically exchides that
property described 85 “household goods® secured in connection with a “consumer™ loan as .
thoss tenms are defined in applicable federsl regulations governing unfalr and deceptive credit
practices. . : .

O Fiting As Finencing Statement, Mongagor egrees and scknowledges that this Security
Instrument also suffices as a hnancing statement end any carbon, photographic or other
reproduction may be filed of recotd for purposes of Article 8 of the Uniform Cammercial Code. -

29, OTHER TERMS. If checked, the fallowing ere aPphgablg 16 this Secunty Instrument;

vt o -~ b L)

m e R v . . P

O Line of Credit. The Sscured Debt wicludes a revolving line of credit provision. Although the
Sec;nu% Del:’t may be reduted to a zero balanca, this Secunty Instrumant will remen 1 effect
unid released, :

O Agiicuitural Property. Mortga covenants and watrants that the froperty will be used
principally for agricutiural or farming purposes and thet Mortgagor Is an mdividuat or entity
allowed %0 own egricuitural land as specified by law. :

£ Purchasa Money Mortgaga, The Secured Debt inchides money which s used 1n whola of m part
to purchesa the Property,

3 Separate Assignment. The Mortgagor has executed or will axscute a separate sssigntnent of
leases and rents. If the separate assignment of leases end rents is properly executed snd
recorded, then the seperate assignment will superseda this Seaurity thstrument’s “Assignment
of Loasas and Rents® saction,

0O Additional Terms.

LRy
. ’
. Sre o . -~ e @ o ¢ ve & Smmem e e - L Y

= . .

30. WAIVER OF JURY TRIAL. To the extent ot prohibited by Jaw, Mortgagor and Lendar knowingly and
Intontianaily walve the right, which tha party may have, to 2 tral by Jury with respact to sny ktigation
arising from the Secured Debt, or any other agrermant sxecuted in canjunction with the Evidence of
Debt and this Mortgage. Mortgagor and Lender each acknowledge that this ssction has aither been
brought to the attention of each party's legal counssl or that each party had the opportunity to do go. .

fpape ¥ of 8)
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SIGNATURES: By signing below, Mortpagor apiress to the terms and covenants.contained In this
Security Instument and in any attachments, Mortgagor aiso acknowledges receipt of a copy of this

Security Instrumant on the date stated on page 1,
. - [ §
ﬁ/v%gzzmvﬂ@w 1ifacer?
;_‘_ ) MELINDA S. HOWISO Watet

Entity Noma: -

{Signatural [) {Slaasture} . {Data]
ACKNOWLEDGMENT:.
STATE OF KARSAS , COUNTY OF &lmve. } ss.
todwgy VIS instrument was acknowledged before me this 8TH __ day of JANUABY, 2007
by VIMOTHY 8. HOWISON; MELINDA §. HOWISOH, HUSBAND AND WIFE .
My commission. EXpYRS: M . _.{ .
‘ @ JAY D, JENSEN { .ou ublick
Na{nqmnc.summ
L]
e Eo --.-.--..-L\'ux_g.i-"
STATE OF . COUNTY OF ) &
This instrument was acknowledged before me this day of
{Businays by
oty iatal
et of {ianse of Businass of Enwtyl
a on behalf of the
buskness ar entity.
My commussion expires:
‘ - Notary Puttic)
ExPEred ©1992,2001 Backan Systems, Joc,, St Chast, N Farm AGCD-RESHES V172512003 pepe S o )
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aomans
Date Recorded: 12/24/2008 10"11.11 M

{With Future Advance Clausa}:
1. DATE AND PARTIES. The date of this Mortgage (Security lnstrumem) is _10:17 2008

and the pames. their addresses and tax identification numbers, if requ:red.,are as follows:
MORTGAGOR

ROGER I(. SIEMSEN and JENIFER L. SIEMSEN, Husband and Wite
1701 EAGLECREST RD
- SALINA KS 57401-8985

O if checked, refer 1o the attached Addendum mcorporated hereln, fur additional Mongagors. their
signatures and acknow!edgmems
_LENDER:

Central National Bank

‘Drganized and existing undes the laws of lhe Ilmled States of Amenm
454'S Ohio

Sa!ma. KS 87401

-~ ——

2. CONVEYANCE. For good and valuable cons:deratlon, the receipt and sufflclency of which is
acknowledged, and 10 secure the Secured Debt {defined below} and Mortgagor's performance under
this Security Instrument, Mortgagor grants, bargains, conveys, mortgages and wamants to Lender the
following dascribed property:

- See altached Exhibit A

KANSAS .- AGRICULTURAL/COMMERCIAL REAL ESTATE SECURITY INSTRUMENT
(NOT FOR FNMA, FRLMC, FHA OR VA USE, AND NOT FOR CONSUMER PURPOSES)
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"6,

1.

-

The property is located in _sslina at 2245 Saddlekeonk, 2247

{County)
Saddlebrock, Lat 14, bi7 River Trail, 125 and L]26. B/4 Bwindrail -« Kansas 57401

{Addrass) {Cityt Zip Code)

Tagether with all rights, easements, appurtenances, royalties, mineral rights, oil and gas rights, crops,
timmber, all diversion payments or third party payments made to crop producers, all water and riparian
rights, wells, ditches, reservoirs, and water stock and all existing and future improvements, structures,

fixtures, and replacements that may now, or at eny time in the future, be part of the real estate
described above (all referced to as."Property™), - ’

fgx »

MAXIVMUM OBLIGATION UIMIT. The total principal amount sscured by this Security Instrument at any
one time shall not exceed § _105.000.00 . This linitation of amount does

not include interast and other fees and charges validly made pursuant to this Security Instrument. Also,
this limitation doss not apply to advances made under the terms of this Security fnstrumant to protect

: ' Lender’s security and to perform any _of the_covenants_contained_ip, this Security.dhstrument.-The - . *-f:
- = oe e=e = fimitationigfor the purpasesset forth In K.S A8 9-1101, § 58-2336 and § 79-3102. -
!

SECURED DEBT AND FUTURE ADVANCES. Tha term *Secured Debt” is defined as follows:

- A. Debt incurred under the terms of all promissoty note(s), contract{s), guarantylies} or other
evidence of debt described below and all thek extensions, renewals, modifications or
substitutions. {When referencing the debts below It is suggested that you include items such as
borrowers* names, note amounts, interest rates, maturity dates, etc.)

promizsory note SEWRIO534 dated 10]17/2008.

-B. All future advances from Lender to Martgagor or other future obligations of Mortgagor to Lender
under any promissory nole, contract, guaranty, or other evidence of debt. existing now or
executed after this Security Instrument whether or not this Security Instrument is specifically
referenced, or such future advances or future obligations are incurred for any purpose that was
related or unrelated to the purpose of the Security Instrument. if mora than one person signs this
Security Instrument, each Mortgager agrees that this Security lnstrument will secure all future
advances and future obligations that ere given to or incurred by any one or more Mortgagor, or
any one or more Mortgagor and othars. Al future advancas and other future obligations are
secured by this Securlty Instrument even though all or part may not yet be advanced. All future
advances and other future obligations are secured as if made on tha date of this Sscurity -
Instrument. Nothin? in this Security Instrument shall constitute a commitment to make
additional or future loans or advances in any amount. Any such eommitment must be agreed to
in a geparate writing, ' . . .

C. All obligations Morigagor owes to Lender, which now exist or may later arise, to the extent not
prohibited by law, including, but not limited to, (iabilities for averdrafts relating to any deposit
account sgreement betweena Martgagor and Lender. . e % e e

T~Al™gdditlonis! sums “advanced and expefiseS inGurréd BY Lender for isufing, presefving or -

otherwiss protecting the Property and its value and any other sums advanced and expenses
incurred by Lender under the terms of this Security Instrument.

This Security thstrument will

Y not secure ahy other debt if Lender fails to glve any required notice of the
right of rescission. : . .

PAYMENTS. Mortgegor agrees that all payments undet the Secured Debt will be paid when dus and in
accordance with the terms of the Secured Debt and this Security Instrument.

WARRANTY OF TITLE. Mortgagor warranits that Mortgagor is o will be lawfully seized of the estate
conveyed by this Security Instrument and has the right to grant, bargain, convey, self, mertgage and

warrant the Property. Mortgagor also warrents that the Property is unencumbered, except faor ‘
encumbrances of record.

PRIOR SECURITY INTERESTS. With repard to &ny other mortgage, deed of trust, security agreement or

other lien' document that created a prior security interest or encumbrance on the Property, Mortgagor
agrees:

. Ipagn 2 of 8}
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A. To make all payments when due and to perform or comply with all covenants,

B. To promptly daliver to Lender any notices that Mortgagor receives from the holder. :

C. Not to allow any modification or extension of, nor to request any future advances under any
note or agreement secured by the lien document without Lender's prior written consent.

8. CLAIMS AGAINST TITLE. Mortgagor will pay all taxes, assessments, llens, encumbrances, lease
payments, ground fents, utilities, and other charges relating to the Property when due. Lender may
require Mortgagor to provide to Lender capies of all notices that such amounts are due and the receipts
evidencing Mortgagor's payment. Mortgagor will defend title to the Property against any claims that
would impair the lisn of this Security Instrument. Mortgagor agrees to assign to Lender, as requested

by Lender, any rights, claims or defenses Mortgsgor may have against parties who supply labor or
materials to maintain or improve the Property. RN -

- T

DUE ON SALE OR ENCUMBRANCE, Lender may, at its option, declare the entire balance of the Secured
Debt to be immediately due and payable upon the creation of, or contract for the creation of, any Hien,
encumbrance, transfer or sals of all of any part of the Property. This right is subject 1o the restrictions
imposed by federal law (12 C.F.R. 681}, as applicable. This covenant shall run with the Property and

- .

10. TRANSFER OF AN INTEREST IN THE MORTGAGOR. (f Mortgagor is an entity other thanh a natural
person (such as a corporation of other organization), Lendsr may demand immediate payment if:
A. A beneficial interest in Mortgagor is sold or transferred, . L
8. There is a changs in either the identity or number of members of a partnership or similar entity.
C. T‘he_?e Is a change in ownership of more than 25 percent of the voting stock of a corporation or -
similar entity. )

Howaver, Lender may not demand paymemt in the above situations if it is prohibited by law 8s of the
date of this Security Instrument. .

11. ENTITY WARRANTIES AND REPRESENTATIONS. If Mortgagor is an entity other than a natural person
{such as a corporation or other organization), Mortgagor makes to Lender the following warranties and .
reprosentations which shall continus as long as the Secured Debt ramains outstanding: '

A. Mortgagor is duly organized and validly existing in Mortgagor's state of incorporation or
organization. Mortgager is in good standing in all states in which Mortgagor transacts business.
Mortgagor has the power and authority to own the Property and ta carty on its business as now
being conducted and, as applicable, is qualified 10 do so in each state in which Mortgagor
operates, . .

B, The execution, delivery and performance of -this Security Instrumont by Mortgagor and the
obligations evidenced by the Secured Debt are within the power of Mortgagor, have been duly
authorized, have received all necessary governmental approval, and will not violate any provision
of law, or order of court or governmental agency. . o

C. Other than previously disclosed in writing to Lender, Mortgagor has not changed its name within
the last ten years and has not used any other trade or fictitious name. Without Lender's priar
written consent, Mortgagor does not and will not use any other name and will preserve its
existing name, trade names and frenchises until the Sscured Debt is satisfied.

12. PROPERTY CONDITION, ALTERATIONS AND INSPECTION. Mortgagor wilt keep the Property in good
conditioh and make all repairs that are reasonably necessary. Mortgagor shafl not commit or allow any
waste, impairment, or deterioration of the Property. Mortgagor will keep the Property free of noxious
weeds and,grasses. Mortgagor agrees that the nature.of the occupancy ,and use. will not substantially
chiangae- without Lender's prior writien consent. Mortgagor will not, permit any chenge I &ny -licenss,
restrictive covenant or easement without Lendsr's prior written consent. Mortgagor will notify Lender

g all demands, proceedings, claims, and actions against Mortgagor, and of any loss or damage to the
operty. - T

No. portion of the Froparty will be removed, demolished or materially altered without Lender's prior
written consent except that Mortgagor has the right to remove items of personal property comprising a
part of the Property that become wom or obsolete, provided that such personal property is replaced
with other personal property at least equal in value 1o the replaced personal property, free from any title
retention device, security agreement o other encumbrance. Such replacement of personal proparty witl
be deemed subject to the sacurity interest created by this Security Instrument. Mortgagor shall not
partition or subdivide the Property without Lender's prior written consent. . i

Lender or Lender's agents may, at Lender's option, enter the Property at any reasonable time for the
pwrpose of inspacting the Property. Lender shall give Mortgagor notice at the time of or before an
mnspection specifying a reasonsble purpose for the inspection. Any inspection of the Property shall be
entirely for Lender’s benefit and Mortgagor will in no way rely on Lender's inspsction.

) A e (p2g3 307 9)
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13. AUTHORITY TO PERFORM. If Mortgagor fails to perform any duty or any of the covenants centained in
this Security Instrument, Lender may, without notice, perform or cause them -to be performed.
Mortgagor. appoints Lender as attorney in fact to sign Mortgagor's name or pay any amount necessary
for performance. Lender's right to perform foi Mortgagor shall not creats an obligation to perform, and
Lender's failure to perform will nat preclude Lender fram exercising any of Lender's other rights under
the law or this Security Instrument. If any construction on the Property is discontinued or not carried on

in & reasohable manner, Lender may take 8ll stepa necessary to protect Lender's security Interest In the
Prqperty. including completion of the construction. -

14. ASSIGNMENT OF LEASES AND RENTS. Mostgagor assigns, grants, bargains, conveys, mortgages and
warrants to Lender as addifional security all the right, title end interest in the following {Property}.

A. Existing or future”leases, subleases, licensas, guaranties and any other written or verbal
agreements for the use and ocoupancy of the Property, including but not limited to, any

extensions, renewals, modifications or replacements {Leases).
Rents, issues and profits, including but not limited to, security deposits, minimum rents,
percentage rents, additional cents, common area maintenance charges, parking charges, reat
estate taxes, other applicable taxes, insurance premium contributions, liquidated, damages ]
s o am e~ following. dsfaylt, cancellation premiums; "loss -of .rents” dnsurance,.guest: fectiptd; roveritiesiar fhe.xl dd
ShertAnT e ie &7 27 S toydities;"procéeds, botiise, accounts; contract rights, general intangibles, and all rights and
. claims which Mortgagor may have that in any way pertain to or are on account of the use or

oceupancy of the whole or any part of the Property (Rents).

{n the event any item listed as Leases or Rents is datermined to be personsl property, this Assignment
will also be regerded as a security agreemient.

- Mortgagor will promptly provide Lender with copies of the Leases and will certify these Leases are true
and correct copies, The existing Leases wiil be provided on execution of the Assignment, and all future
Leasas and any other information with respect o these Leases will be pravided immediately after they

" are executed. Mortgagor may collect, receive, enjo& and use the Rents so long as Mortgagor {s not in
detault. Mortgager will not cotisct in advance any Rents due In future lease periods, unless Mortgagor .
first obtains Lender's written consent. Upon default, Mortgagat will receive any Rents in trust for -

. Lender and Mortgagor -will not commingle the Rents with any other funds. When Lender so directs,
Mortgagor will endorse and deliver any payments of Rents from the Property to Lender. Amounts
collected will ba appliad &t Lender's discration to the Secured Debts, the costs of managing, protecting

-and preserving the Property, end other necessary expenses. Morigagor agrees that this Security
Instrument is immediately effective between Mortgagor and Lender and effective as to third parties on
the racording of this Assignment, '

As long as this Assignment is in effact, Mortgagor warrants and rapresents that no default exists undsr

e Leases, and the partiea subject to the Leases hava nat viclated any applicable law on leases,
licenses and landlords and tenants. Mortgagor, at its sole cost and expense, will keep, observe and
perform, and require all other parties to tha Leases to comply with the Leases and any ap&licable law. If
Mortgagor or any party to the Lease defaults or fails 10 observe any applicable law, Mortgagor will
promptly notify Lender, (f Mortgagor neglects or refuses to enforce compliance with the tesms of the
Leases, then Lender may, at Lender's option, enforce compliance. :

Mortgagor will not sublet, modify, extend, cancel,” or otherwise alter the Leases, of accept the
suirender of the Proporty coverad by the Leases {unless the Leasas so requite) without Lender's

conssnt. Mortgapor will not assign, compromiss, subordinate or encumber the Lesses and Rents i
© . {° . . _without Lendor's peior, written consent; Lender-does_notiassumiesar. become?liablexforthe Properfy's

“Tibintenance, depreciation, or other losses or damages when Lender hcts to manage, protect or
praserve the Property, except for losses and damages due to Lender's gross negligence of Intentional
torts. Otherwise, Mortgagor will indemnify Lender and hold Lender harmlass for all {iability, loss or

damaga that Lender may incur when Lender opts to exercise eny of {ts ramadies agsinst any party
obligated undsr the Leases, : .

16. LEASEHOLDS; CONDOMINIUMS: PLANNED UNIT DEVELOPMENTS., Mortgagor agrees to camply with
the provisions of any leass if this Security Instrument is on & leasehald. If ths Property includes a unit in
a condaminium or a plenned unit development, Mortgagor. will perform alt of Mortgager's duties under
the covanants, by-laws, or regulstions of ths condominium or planned unit development.

16. DEFAULT. Moartgagor will be in default if any of the following occur: ’ ]
A. Any party obligated on tha Secured Debt fails to meke paynient when due; i
B. A breach of any term or covenant in this Security Instrument o¢ any other document executed
for the purpose of creating, securing or guarantying the Secured Debt; :
C. The making or furnishing of any vetbal or written representation, statement or warranty to

Lender. that Is false or incorrect in any material respect by Mortgagor or any person or entity .
. ' obligated on the Secured Debt;

{rega £ of 9)
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D. The death, dissolution, or insolvency of, appointment of a recelver for, or application of any
“debtor relief law 1o, Morigagor or any other person or entity obligated on the Secured Debt:

E. A good faith belief by Lander at any tims tlgat Lender is insectre with respect to any person or
enlity obligated an the Secured Deht or that the prospect of any payment is impaired or the
valus of the Property is impaired; . : :

F. A material adverse change In Mortgagor's business including ownei'ship.'.man'agémem, and

financiel conditions, which Lender in its opinion believes impairs the value of the Property or .

repayment of the Secured Debt; or . . . v
G. Any loan proceeds are used for a purpose that will contribute to excessive erosion of highly

3 erodible fand or to the conversion of wetlands to produce an agricuttural commmeodity, as further

explained in 7 C.F.R. Part 1940, Subpant G, Exhibit M. :

17. REMEDIES ON DEFAULT. In some instances, federal and state low will require Lender to provide

Mortgagor with notice of the right to cure of other notices and may establish time schedules for

foreclosure actions. Subject ta these limitatons, if any, Lender may accelerata the Securad Debt and -

foreclose this Security Instrument in a manner provided by law If Mortgagor Is in default, .

c e xs s.-Atv-‘lhé.;Sptlon.;ot:Lender, ali of any part of tha agreed fees:and charges, accrued interest and principal.

18,

. shall become' immediately due and payable, after giving notice if requlred by law, Gpon tha dccurrénica

of & default or anytime: thereafter. In addition, Lender shall be entitled to alt the remedies provided by
law, the terms of the Secured Debt, this Security-Instrument and any related documents. All remedies

are distinct, cumulative and not exclusive, and the Lender is entitled to all remedies provided at Jaw or -

aquity, whether or not expressly set forth. The acceptance by Lendar of any sum in payment or partial
payment on the Securad Debt after the balance is due or is accelerated or after foreclosure proceedings
are filed shall not constitute a waiver of Lender's right 10 require complete cure of any existing default,

By not exercising any remedy on Mortgagor's default, Lender does not waive Lender’s right to. later
consider the event a default if it continues or'happens again, - C '

EXPENSES; ADVANCES ON COVENANTS; ATTORMEYS' FEES; COLLECTION COSTS. Except when
prohibited. by law, Mortgagor agrees to pay all of Lender's expenses if Mortgagor breaches any
covenant in this Security Instrument. Mortgagor will also pay on demand any amount incurted by
Lender for insuring, inspecting, prossrving or otherwise protecting the. Property and Lender’s security
interest. These expenses will bear interest from the date of the payment until paid in full at the highest
interest .rete in effect as provided in tha terms of the Secured Debt. Mortgagor agrees to.pay all
reasonable costs and expenses.incurred by Lender In collecting, enforcing or protecting Lender's rights
and remedies under this Security Instrument. This amount may include, biit is not limited to, collection

~ apency fees or attomeys' fees, but not both, and other lagal costs and expenses incurred by Lendar in

exercising any remedy under this {oan or tnder the law, for all persons other then sataried gmployees

. r._:f Lender. This Security lns1_rumen§ shall remain in effect unitil releasad. ’

19

ENVIRONMENTAL LAWS AND HAZARDOUS SUBSTANCES. As used in this section, (1} Environmental
Law. means, without [imitation, the Comprehensive - Environmental Response, Compensationn and
Liability Act (CERCLA, 42 U.S.C. 9601 et soq.), all other federal, state and local laws, regulations,

ordinances, court orders, attorney general opinions or interpretive letters conceming the public health,
- safety, welfare, environment or a hazardous substance; and {2} Hazardous Substance means eny toxic,

radioactive or_hazardous matsiial, waste, pollutant or contaminant which has characteristics which
rendor- the substanta dangerous or potentially dangerous ta the public health, safety, welfare or

environment. The term- includes, without limitation, any substances defined as “hazardous material," .

=1

-, “toxic substances,’. “hazardous -waste,”, "hazardous substance®, or .;regulated.substance”, under any

Environmental Law.

) MorEa%or represents, wafrants and agrees that;

xeept as previously disclosed and acknowledged in writing to Lender, no Hazardous Substence

-has been, is, or will be located, transported, manufactured, treated, refined, or handied by any

person on, under ar about thé Property, except in the ordinary caurss of business and in strict
compliance with all applicable Envirenmental Law. .

.B. Except os previously disclosed and acknowledged In.writing to Lender, Mortpagor tas not and -
. will not cause, contribute to, or permit the release of einy Hazardous Substance on the Property. -
- C.. Mortgagor will immediately notify Lender if (1) a release or threatened release of Hazardous - -

Substance occurs on, under_or about the Properly or migrates of threatens to migrate from
noarby property; or {2] there is a violation of any Environmental Law concerning the Property. In
such an event, Mornigagor will take all necessary remedial action in accordance with
‘Environmaental Law. T : : . . ’ .
D. Except as previously disclosed angd ackriowledged in writing to Lender, Mortgagor has no
knowletpe of or reason to belisve there is any pending or threatened investigation, claim, or
proceeding of any kind relating to {1} any Hazsrdous Substance located on, under or about the

" fpage 5 of 9)
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Property; or (2) any violation by Mortgagor or eny tenent of any Environmental Law. Mortgagor
will immediately notify Lender in writing as soon as Mortgsgor has reason to believe there is any
such pending or threatened investigation, claim, or proceeding. In such an event, Lender has the
right, but not the obligatioh, to participate In any such proceeding including the tight 10 recaive
copies of any documents relating to such proceedings. : :
Except as-previously disclosed and acknowledged in writing to Lender, Mortgagor and every

{:nam have been, are and shall remeln in full compliance with eny epplicable Envirenmental
W, . ’

. Except as previously distlosed and acknowledged in writing to Lender, there ara no underground

storaga tanks, private dumps or open wells located on or under the Property and no such tank,
dump or:well will be added unless Lender first consents in writing.
Mortgagor” will regularly inspect the Property, monitor the activitles and operations on the

Property, and confirm that all permits, licenses or approvals required by any epplicable
Environmental Law are obtained and compliad with. :

Morigagor will permit, or cause any tenant to permit, Lender or Lender's agent to entel and

inspect the Property and review all records at any ressonsble time to determine {1) the -

existence, location and nature of any Hezerdous Substance an, under or about the Property; (2]

-the exjstence, Agcation; nature, sod magnitude~of any Hazarddus Stbstiricebthat-hagsten >ob e Wi e

released on, under or about the Property; or {3} whether or not Mortgagor and any tenant are in
compliance with applicable Environmental Law. . }

Upon Lender’s request and at any time, Mortgagor agrees, at Mottgagor's expense, 10 engage a
qualified environmental engineer to prepare an environmental audit of tha Property and to submit

‘the results of such audit to Lender. The choice of the environmentel engineer.who will perform

such audit is subject to Lender's approval. '

d. Lender has the right, but not the obligation, to petform any of Mortgagor’s obligations under ihis

section at Mortgagor's expense:

. As a consequence of any breach af any représen’tation. warranty or promise made in this

section, {1) Mortgagor will indemnify end hold Lender and Lender's successors of assigns
harmiess from and against all losses, claims, demands, lisbilities, damages, cleanup, tesponse

“and remediation costs, penalies and expensas, Including without limitation alt costs of litigation

and attorneys* fees, which Lender and Lender's successors or essigns may sustain; and {2} at
Lendar’s discretion, Lender may relaase this Security (nstrument and in return Mortgagor will
provide Lender with collateral of at least equal value to the Property secured by this Security
Instrument without prejudica 1o any of Lender"s rights under this Security Instrument.

Notwithstanding eny of the Janguage contained in this Security Insttument to the contrary, the

- terms of this section shall survive eny foreclosure or satisfaction of this Security Instrument

regardiess of any passaga of title to Lender or any disposition by Lender of any or all of. the
Property. Any claims and defenses to the contrary are hereby waived. .

20. CONDEMNATION. Mortgagor will give Lender prompt notice of any pending or-threstened action, by
private or public entities to purchase or take sny or all of tha Property through condemnation, eminent
domain, or eny other means. Mortgagor authorizes Lender to intervene in Mortgagor's nems in eny of
the above described sctions or claims. Mortgagor assighs to Lender the proceeds of any award or claim
for damages connected with a condemnation or other taking of ali or eny part of the Property. Such
proceeds shall be considered payments and will be applied as provided in 1his Security instrument, This

assignment of proceeds is subject 1o the terms of any prior mortgage, deed of trust, security agreement
or other lisn document. ' :

. 21:_JNSQBANOE:_Mbngagbr-agrags:tn malntain'iﬁsul:énca:as followss=s .o st wmy A 28T Tent o

A M

ExGers ©1993. 2001 Bankws Systemy, loc., St. Cloud, MR Form AGGO-RESIKS 117262003

Mortgagor shall keep the Property insured apainst loss by fire, flood, theft and other hazards and
risks reasonably associated with tha Property due to its'type and location. This insurance shall
bs maintained in the amounts and for the periods that Lender requites, What Lendér requiras
E‘ursuant to the preceding two sentences can change during the term of the Secured Debt. The

surance caccisr providing the insurance shall be chosen by Mortgagor subject to Lender's .

approval, which shall not be unreasonably withhald, (f Mortgagos fails to maintain the coverage
described abovs, Lender may, at Lender's option, obtain coverage to protect Lender's rights in
the Property according to the terms of this Sacurity Instrument. .

All insurance policias and renewals shall be acceptabla to Lender and shall include & standard
"mortgage clause” and, where applicable, "loss payes clause.” Mortgagor shall immediately

notify Lander of cancellation or termination of the msurance. Lender shall have the right to hold |

the policies and renewals. If Lender requires, Mortgagor shell immediately giva to Lender ali
receipts of paid premiums and renewal notices. Upon loss, Mortgagor shall give immediate

notice to the insurance carrier and Lender. Lender may make proof of loss if not’ mads
immediataly by Mortgagor.
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Unless otherwise sgreed in writing, all insurance proceeds shall be spplied 1o restoration or
repair of the Propenty or 10 the Secured Debt, whether or not then due, at Lender's option, Any
application of proceeds to principal shall not extend or postpone the due date of scheduled
payment nor change the amount of any payment. Any excess will be paid to the Mortgagor. If
tha Property is acquired by Lender, Mortgagor's right to any insurence policies and proceeds
resulting from damage to the Property before the acquisition shall pass to Lender to the extent
of the Secured Debt immediately before the acquisition. . .

B. Mortgagor agrees to maintain comprehensive general lability insurance naming Lender as an
additional insured in an amount acceptable to Lender, insuring against claims arising from any
accident or occurrence in or on the Property. ’

C. Mortgagor agrees to maintain rental loss or business interruption insurance, as required by
Lender, in an amount equal to at least coverage of one year's debt service, and required escraw
l:iz:c.::)lunt deposits (if agreed to separately in writing), under a form of policy scceptable to

ender. : .

2. ESCROW -FOR TAXES AND INSURANCE. Unless otherwise l4:>mvided in a separate agresment,
Mortgagor will not be required 1o pay 1o Lender funds for taxas and insurance in escraw.

P T Il e ety Lt . i i s O A N
3. FINANCIAL REPGRTS AND ADDITIONAL DOCUMENTS. Mortgagor will provide 1o Lender upon request,
any financial statement or information Lender may deem reasonably necessary. Monc?agar agreas to
sign, deliver, and file any additional. documents or certifications that Lender may consider necessary to

perfect, continue, and preserve Mortgagor's obligations under this Security Instrument and Lender's lien
status on the Pioperty.

24. JOINT AND INDIVIDUAL UABILITY; CO-SIGNERS; SUCCESSORS AND ASSIGNS BOUND, All dutiaa

under this Security insttument are joint and individual, If Mortgagor signs this Security Instsument but

doas not sign an evidence of debt, Mortgagor doss so only to mortgage Mortgagor's interest in the
Property to secure payment of the Secured Debt and Mortgagor daes nat agree to be personally liable
on the Secured Debt. If this Security Instrument secures a guarenty between Lender snd Mortgagor,
Mortgagor agrees to weive any rights that may prevent Lender from bringing any action or claim
against Mortgagor of any party indebted under the obligation. These rights may include, hut are not
limited- to, any anti-deficiency or eng-action laws. Mortgsgor agrees that Lendar and any party to this
Security Instrument may extend, modify or make any change in the tarms of this Security Instrument or
any evidenca of debt without Mortgagos's consent. Such 8 change will not release Mortgagor from the
terms of this Secusity Instrument. The duties and benefits of this Security Instrument shalt bind and
benefit the successors and assigns of Mortgagor and Lender. .

25. APPLICABLE LAW: SEVERABILITY: INTERPRETATION. This Security Instrument is govarned by the

-

faws of the jurisdiction in which Lender is located, except to the extent otherwise required by the laws
of the 'jurisdiction where the Property is loceted. This Security Instrument is complete and fully
integrated, This Securily Instrument may not be emended or modified by oral agreement. Any section in
this Security Instrument, attachments, or any agreement related to the Secured Debt-that conflicts with
applicable law will not be effective, unless that law expressly or impliedly permits the variations by
written agresment. If any section of this Security Instrument cannot be enforced according to its terms,
that saction will ba severed and will not affect the enforcesbility of the remalnder of this Security
Instrument. Whenever used, the singular shall Include the plural and the plural the singular. The captions
and headings of the sactions of this Security Instrument are for convenience only and are not to be

:xsed to interpret or defing the terms of this Security Instrument. Time is of the assence in this Security
ostrument, . . - . . ; .
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26. NOTICE. Unless otherwise required by law, any notice shall be given by delivering it or by-mailing it by

first class mail to the appropriate party's address on page 1 of this Security Instrument, or to ahy other
address designated in writing. Notice 1o one mortgagor will be daemed 1o be notice to all mostgagors.,

27. WAIVERS. Except to the e).(tent prohibited by law, Mortgagor waives all appraisement, homestead

exemption, and redemption rights Telating o the Property, However, the waiver of redemption is not
applicabls to that portion of the Property thst covers agricultural fand or a single or two-family dwelling
owned by or held in trust for a natural person.

28. U.C.C. PROVISIONS. If checked, the following are applicable to, but do not Iirﬁit. this Sscurity

Instrument:

00 Construction Loan, This Security Instrument secures an obligation incurred for tha constuction
of an improvemsnt on the Property.

O Fixture Filing. Mortgagor grants to Lender a secuity interest in all gaads that Mortgager awns
now or in the future and that ere-or will become fixtures related to the Property.

(page 7 of 8}
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Crops: Timber; Minerals; Rents, Issues and Profits. Mortgager grants to Lender & security
interest in ali crops, timber and minerals [ocated on the Property as well as all rents, issues, and
profits of them including, but not limited to, all Conservation Reserve Program {CRP) and
Payment in Kind (PIK) payments and similar governmental programs {all of which shall also be
included in tha tarm "Property”).

Personal Property. Mortgagar grants to Lender a security interest in all personal property located
on or connected with the Property, including all farm products, inventory, equipment, accounts,
documents, instruments, chattel paper. general intangibles, and all othec items of personal
property Mortgagor owns now or In the future and that ara used or ussful in the construction,

ownership, operation, management, or maintenance of the Property (sl of which shall elso be

included in the term “"Property™). The term “personal property” specificalfi®axcludes that
property described as “housshold goods™ secured in connection with a "consumer” foan as

those terms are defined in applicable federal regulstions governing unfair and deceptive credit
practices.

-~ Filing :As- Financing . Statement. Mortgagor. agrees - and, ackngwledges. that this=Sacurity &

hstrument slse suffices as & financing statement "&id any carbon, photographic ‘or othes
reproduction may be filed of record for purposes of Article 9 of tha Uniform Commercial Code.

29. OTHER TERMS. If checked, the following sre applicable to this Security Instrument:

- .

30. WAIVER OF JURY TRIAL. To the extent not prohibited by law, Mortgagor and Lender knowlngly and

.intentionally waive the right, which the party may have, to a trial by jury with respect to any ltigation
mrising from the Secured Debt, or any other agreement execited In conjunction with the Evidente of
Debt and this Mortgage. Mortgagor and Lender each acknowledge that this section has sither been

o v

O

]

- o as T . " e .

Line of Credit. The Secured Debt includes a revolving line of credit provision. Although the

Secured Debt may be reduced to a zero balance, this Security Instrument will remain in effect
until releasad.

Agricuttural Property. Mortgagor covenants and warrants that the Property will be used
principally for agricultural or farming purposes and that Mortgagor is an individual of entity
allowed to own agriculturet land as specified by law. .

Purchasa Money Mortgage. The Sacured Debt includes money which is used in whole or in part
1o purchase the Property.,

Separate Assighment. The Mortgagor has executed or will execute a separate essignment of
ieases and rents. If the separate assignment of leases end tents Is properly executed and
recorded, then the separate assignment will supersede this Security Instrument’s “Assignment
of Loases and Rents" section. ’

Additional Terms.

brought to the attention of each party's legal counsel or that each party had the opportunity to do so.

ExGernd ©1992, 2001 Bankes Systems, tnc., St. Cloud, MR Form AGCO-RESIKS 11/26/2003
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SIGNATURES: By signing below, Mortgagor agrees to the terms and covenants contained in this
Security Instrument and in any attachments. Mortgagar alsa acknowledges recsipt of a copy of this
Security Instrument on the date stated on page 1.

* Entity Nama:

{Date}

lSiun-lure) {Data} {Signaturs) {Date)
RN RS 2% e el . w o -t e - o, e e s Sa. L . v a2
ACKNOWLEDGMEMT _ ~ :
STATE OF Kansas . CQUNTY OF N %mu }ss.

Undhviduay - THIS instrument was acknowledged before me this 12th___day of Octoher, 2008
by ROGER K. SIEMSEN; JENIFER L. SIEMSEN, Husband and Wife
My commission expires:

S T e T e T Wotary Publich — *
: | | A. JAYD.JENSEN - )
| 25 Notary Publi- State of Kansas] 3
< my ApPL Expires JD~20 ~
-.:.-l wedoa ..-._... AL 'u'~‘.’~ ia \ ]
. [}
STATE OF - . COUNTY OF __)ss.
This instrument was acknowledged before me this day of
tBusiness by .
. : T . T .~ - .- ...
wimy . (Titlolol)
marn of {Namme of Business or Entity}

a : on behalf of the
business or entity. :

My commission expires:

{Notary Public}

EXEre® ©1593, 2001 Barkers Systen, Inc., St Cloud, MN Form AGCO-RESIHCS 11/25/2003 (page 9 of §)
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o ' | Boak: 1184 Dage: 416G
EXHIBIf - A

+fR#1: A PARCEL OF LAND LOCATED IN LOT SIX (6), BLOCK FOUR (4), RIVER TRAIL .
ADDITION TO THE CITY OF SALINA, SALINE COUNTY, KANSAS, MORE PARTICULARLY
DESCRIBED AS FOLLOWS: BEGINNING AT THE SOUTHWEST CORNER OF SAID LOT SIX
(6) ; THENCE ON AN ASSUMED BEARING OF NORTH 27 DEGREES 03' 06" WEST ALONG THE
WEST LINE OF SAID LOT SIX (6) A DISTANCE OF FORTY-ONE AND FORTY HUNDREDTHS
(41.40') FBEET; THENCE NORTH 62 DEGREES 51' 41" EAST ALONG A COMMON WALL, ‘AND
EXTENSIONS THEREOF, A DISTANCE OF ONE HUNDRED FIFTY-ONE AND SIXTEEN
HUNDREDTHS (51.16') FEET TO A.POINT ON THE EAST LINE OF FORTY-ONE AND'
SEVENTY-THREE HUNDREDTHS -(41.73') FEET TO THE SOUTHEAST CORNER OF SAID LOT
SIX (6); THENCE SOUTH 62 DEGREES 58' 51" WEST ALONG THE SOUTH LINE OF SAID
LOT SIX (6) A DISTANCE OF ONE HUNDRED FIFTY AND THREE HUNDREDTHS (150.03')
FEET TO THE POINT OF BEGINNING

1/.["#2 A PARCEL OF LAND LOCATED IN LOT SIX (6), BLOCK FOUR (4) ' RIVER TRAIL
ADDITION TO THE CITY OF SALINA, SALINE COUNTY, KANSAS, MORE PARTICULARLY
DESCRIBED AS FOLLOWS: ' BEGINNING AT THE NORTHWEST CORNER OF SAID LOT SiX
(6) ; THENCE ON AN ASSUMED BEARING OF NORTH 62 DEGREES 58' 50" EAST ALONG THE
NORTH LINE OF SAID LOT SIX (6) A DISTANCE OF ONE HUNDRED FIFTY~TWO AND
TWENTY-EIGHT HUNDREDTHS {(152.28') FEET TO THE NORTHEAST CORNER OF SAID LOT
SIX (6); THENCE SOUTH 25 DEGREES 30' 04" EAST ALONG THE EAST LINE OF SAID
LOT SIX (6) A DISTANCE OF FORTY-ONE AND THIRTY HUNDREDTHS (41.30') FEET;
THENCE SOUTH 62 DEGREES 51' 41" WEST ALONG A COMMON WALL, AND EXTENSIONS
THEREOF, A DISTANCE OF ONE HUNDRED FIFTY-ONE AND SIXTEEN HUNDREDTHS
(151.16') FEET TO A POINT ON THE WEST LINE OF SAID LOT SIX (6); THENCE NORTH
27 DEGREES 03* 06" WEST ALONG SAID WEST LINE A DISTANCE OF FORTY-ONE AND
SIXTY HUNDREDTHS (41.60"') FEET TO THE POINT OF BEGINNING

-/'fR#B LOT FOURTEEN (14) . BLLOCK SEVEN (7), RIVER TRAIL ADDITION TO THE CITY
OF SALINA, SALINE COQUNTY, KANSAS

R#4: LOTS TWENTY-FIVE (25) AND TWENTY-SIX (26), BLOCK FOUR (4), RIVER TRAIL
ADDITION TO THE CITY OF SALINA, SALINE COUNTY, KANSAS
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DEBTOR NAME AND ADDRESS ~7 " SECURED PARTY NAME AND ADDRESS

TINMDTHY B. HOWISON AND MELINDA 5. HOWISON CENTRAL HATIDNAL BANK
1212 MEYER DR 454 SOHIO

SALINA, KS 674015274 SALINA. XS 67401

Type: I individual O partpership ) corperation O3
State of organization/registration (If applicable)
3 JEchecked, refet 1o addendum for additiona] Dxdbiors and signatures,

COMMERCIAL SECURITY AGREEMENT
The date of this Commerciat Socurity Agroement (Agreement) Is G5:17.2007 .
SECURED DEBIS. This Agrecment will secure all sums advanced by Secured Pany under the terms of wis Ag and the pay and
’ pufomameutﬂtfoﬂawhudwcdbcdsmbewtm(wme)m Dettor O

{Borrower) owes 10 Secured Party:
[0 Specific Debis. The following debis and all exensions, renewsls, rcﬁmncmgs modifications, mhq:humun (describe):

All Debis, All present and future debts, even if this Agrecment Is oot referenced, the delis are slso seoured by other coltaleral, ot the future
dett Is unrelated o oc of a different 1ype than the current debt. Nothlng in this Agreement is & commitment o moake Runre Jotns or advances,
SECURITY INTEREST, To secure the payment and performance of the Secured Debts, Debior gives Secured Pury a securicy interest In all of the
Propexty described {n this Agreement that Debtor owus or has sufficient tights in which to transfer an intesest, now or in the fulure, wherever the
Property & or will be Jocated, and all proceeds and products of the Property. "Property”™ iocludes all pans, socessorics, repairs, replscements,
fmprovements, and acoessions to the Property; agy origimal evidence of ttle or ownerskip; ‘and alf oblipations ghat support the payment of
pecformancs of the Property. “Proceeds™ lochudes anything soquired upon the sale, lease, license, exchange, or other disposiion of the Propexty;
any sights and clalms arising from the Property; and any coliections and distribuions on of tse Property. This Agreement remains o effect
mtn:cnmnaed!nwmmg.evmmthotmdDebumpﬂdmdSecnredhwkmbnguohhgmdmadvmhmdsmbebmoxnmowu
PROPERTY DESCRIPTION. The Propeny ks described as follows:

IX! Accounts snd Other Rights to Pagntent: All rights o payment, whether of not earned by performante, docluding, bt not imited to, payment
rmptcpmyormmu,wmned,nm«uﬂmmmmﬂmmm(mmmmmmmr
may bave by law or agretmen agains any accoum Gebtor or odligor of Dewor.

0 Invertory: Auhvunmybdarurukmsahouw:.mwuchm;bmorwxubemmmhmrwarmm.otwmnw
matezials, work in procesy, of materals tsed or constmed In Debtor's business. :

0 Equigment: All equipment incloding, bur zot Nemited to, machinecy, vebickes, furmiture, Fixtures, manufactoring equipmest, farm mackinery
and equipment, shop equipment, office and record keeping equipmeni, pany, agd tools. The Propety fuchudes any equipment described ina
list or schedule Debior gives to Secured Party, but such o List fs not necessary 10 create & valid secarity buierest in all of Deblor’s equiptoent.

0 Instruments and Chatie] Paperr Afl fnstrements, {nchiding egotlible nstruments and. promissery notes xnd auy other Wrltings or zecords
1kt evidence the right to payment of a monemary obligmion, nd tngiile and clectrontc chanel paper.

@ Geners] Jotangftdes: All generat intangibles including, bw not limited 1, tax refonds, patents and applieations forpuus.wwﬂak's.
tradcmarks, trade secrets, goodwill, trade rames, customer lists, permits and franchises, paymemt intangibles, compoter programs and all
supporting information provided in cooncetion with a transtction selating (o computer programs, and the rizht 10 use Debtor's pame,

.00 Documents: All documents of title nciuding, but not Ymited to, bills of hading, dock warranis and recefpts, and warchouse receipls,

0} Farm Products sud Supplies: ANl farm products fncluding, but not limied to, all poulry aod Kvestock and their young, along with thelr
prodwce, products, and replicements; all crops, snnual er pereanial, acd all products of the cxops; and all foed, seed, festilizet, medhns and
other sapplies uted or produced in Dedtor's furming operatinons.

I Govenment Payments and Programs: Al payments, accourts, gmumugihlu and benefits including, bl pot limited to, payments in
kind, deficiency payments, Leers of entidement, warehouse reccipts, storge payments, emcrgency sssistance amd diversion payments,
production flexibilicy contracts, sod conservation reseve paynienis undet any precadsing, current, of futiire federal OF St FOVEIIMCI! PIOgTII.

3 Investment Properiy: All nvestment peoperty including, but not Iimied to, certificated securitics, uncertificated securitics, securities
entitlements, securitics accotnts, commodity contracts, commodity accounts, and financial assets.

® Depostt Accoumts: All deposh accourts foctuding, but not Hrwited to, demand, tims, savings, passbook, and shuilae sccounts.

X Spedfic Propety Descriptions The Properly includes, but Is not limited by, the following (If roquired, provide real estate descriptlon):

REAL ESTATE MORTGAGE DAYED 05/17/2007.

_. USE OF FPROPERTY. Tha Propenty will be used-for.[1'_personal [ busiecss £ agricutural O3 == PUEPOSES.

SIGNATURES. Debior agrees 1o the texms ont pages 1 and 2 of this Agreement and acknowledges Teceipt of a copy of this Agrecment.

Exgoaatll ©2000 Barkers Systams, tnc. S Ciout, MN Forn SABUS 22412001 fpoge T of 20




Propeqy to Sccured Party. Debtor ‘mevﬁc Secured M&m

-+ 9 R
GENERAL FROVISIONS. Each chturs obligations wnder this INSURANCE. Debtor agrees lo l!:e y insured apainst the .
Agreement wre Independent of the obligations of soy otber Debtor. rhtsmsomb}ymngwh yiid &cn i

eleased |

S B Sem oy o e oyl % ogetet, vilh g fom e Aprecmen, Detior wi ““‘““‘“‘m"‘“ the pewianie conpany,
oo

Debror will remain obugai!ad ugder m'ﬂﬁnm The dutes oy Party mqum R avoval! e H

subj Party’s approval, which will not be unreasomab
“benefits of this Agroement will bind the successors and assigs of Debior wuﬁ)d. Debtog will Fave: the fasurasce Provider pame Sceured l"my‘:ys

i Joss payec on the insurance policy. Deblor witl give Secured Party. and
wede in writing and signed by Debior and Secured Party, Whepever used,  the fnsurance provider fmmediste Dotk of any Joss. Secured Pary may
the J\ml includes the sinputar and the singular inchides the plural: Time apply Uhe insurance praceeds toward the sxml Debts. Secured Party
APPLICABLE LA, This This Agrosmet is gverod by e s of he Ay Toquire addilopa) securhy a3  coudilen of permining

state in which Secured located. In the event ‘of a dispus, righ

cxclusive forum, venue, tndplnce of jurisdietion will be the state in which ds will pass sgé.md Pasty 10 the extent of

Sceured Party is ol mmoteqmredhylsw.ll’my the Secured Debts. Deh lllmmnd:axc Secured Party of the' .
provision of this Agrecment is wnenforeeable by faw, (¢ voenforceshle  eancellaicn of mmmn::mof insumocly" De&or falls 1o keep lh: -
provision AU be svered aod the emainbog provisions will sl be Property ‘cwed, o7 fals t0 provide Secursd Parly with pooof of
insurance Socumd Party obtain insurance 10 protect Socur
NAME AND LOCATION. DeMor's name indicated 1k
Debeoris eoact legal asme. JF Debtar 1 an fafviteal. Dobe e & L0etest fn oy The e may mchide covcriges ool

]E

g

7
‘?
3§

W
&2
F
:

&

‘Deboor's princlpal residence. 1f Debior Is not dn Individul, Debtor's P2 e of Debor Ay bo wikicn by 4 compary oer tha

address Is the location of Debxor's chief execulve offices or soie plice of By pony o §00%, tnd may be wrien i & higher 1ac than
Dusiness, 1 DoOr 1 1 €ty Ofganid, and Fegsiercd mmder st faw, m&"ﬁ*\{mggﬁ% Debmr’:ﬂmiusSeauodl’m 10 do
neug:nuﬁwm Deior sate o regioralon ou pags 1. Deber wi ety pecessary y
cation of
Recpest, Dehlor wil provid Secared Puty Vil a least 30 days ades - FIOPST ““’Sf‘ﬁ',,‘;"r e g s D‘““’p‘:,”; p
P mwcrangehbcbtnnmxe,sdd:m.ormeoforguﬁu or Pﬂ zc;,nyw:houngu:elobeblor.m ggﬁuhed\numwmm
ASGUNIIES AND REFRESENTATIONS. Detor hus e rig, .15 Peiormed. Thiso sutiisaioo e, e re ot o

authority, and pawer- (0 cater into this Agrecment. The excewden and Isslunlnpxyl‘orlhexepa!x malntensnee, and preservatkm of the

delivery of lthoAg:ecmm will not violale lpm;: governinp y and uke any sction (o realize the value of the Propesty. Secured

Deblor or Debtor’s property, or fo which Debtor {$ 2 party. Deblor mukes P3RS authority to petform for Deblor does ol create an atligation to

the following warranties and representations whxcheonmzuenmu morm.mdsmhnys failure 1 perforn will not precinde Sceured

this Agreement is in effect: . "sgc:rr:gwxud Dnﬁgugdutgmormki\gxm .
Party per! for Del ecur ly will

® Dc‘\ﬂrr;: o, m‘g:mzad 2ud validly extsing h all jurisdictions in care. Reasonable em: w:n ' inclide any steps necessary O proserve

™ lhemmbnundpcdmohhemuonh!sAgmmhvc nshtusmﬂprh@nf myd mukcuimineomm
been duly awmhorized, have fecelved all neces Petty-

approval, and will not violats :g provision of hwmmg . - IF Secured Party tomes into pomss!m of the Pmpul , Secired Party will

-1

olber than previously « to Secyred P Debior has pot” reserve and protect the Property O the extent by law. Secured
o changed chlfo;’s name ot principal place of bmmuw withint the last ny's duty of care with to the Property Wwill be satisfied i
10 years and bas not used any other trade or fictiGous name; and - Secured Pa wmramhmhﬂnn&k@mgofﬂwhopcﬂy

4 D:btnxdosmumlwmmusc other mame without Secur: or in the scloction of a third panty In possession of the Property.

@ pmrwnfnrn 4 ed Smumaqymyuﬁmthcoﬂlplmofmlmmdcyororwm

Deblor owns 2f] o ﬂ:erpmy.andSec\uedhny';cuhnmup pumno gated on Pmpmy.Summdeymgvc.wuschbm‘s

Property is shead of the claims of any other creditor, exvept a8 oilerwise  Tghts with Tespet 1o the acoounk detxor's or other person's obligations o -
f "&:wpxlmlomyadmnemnm vnbmmmmwummdapn&nmmlnbdtm.mmm

TY. Debior will protect the Property and  inciindes items purchased with the S d Delts, the Proj ﬂy od
- Secured Party's inlecest apainst any competing claint Except a5 otherwise whth the Secure: Detbis will remain subjct (o Secured y's securily
-zteed.DebxorwﬂlthPmruth&pmmimum'ummme Secured Debts are paid in full. Paymeals on any
Admlmlul on page 1 of this A

repa Mmmnmg:}.y?cbmwﬂlkwpﬂn mhped the mh;oanummredw mmmh"
i °’W’P°5“5Edﬂ°" spplied 0 moncy o mnncn
l Bebiorwillnotmmc in violstion of w and Mmllw&wrmwmmmwwm&umm.

wi p:yﬂlnx&mdls;e&mmlm orumdagxmstdeﬁoputy sny, srd then 1o the purchase money portion In the ‘order in which the:
Secured Perty bas the right of reasonable access 1 lnweuu»l’mpuw. purctzse woney Propeny was scquired. If the purchase moocy Property
including the 1ight w require Debor 10 assemble snd make the

gvailablo 1o Secured Party. Deblor will immediately mfySecumd Secured Purty selects. No scowrily interest will be terminated by,

of any loss or damage 1o the Propent gnplm flcation of this formute.
m‘k?rm.mmamunﬁrqm m‘:mmmxﬁg- plin o

which Debtor witl atiow Secured Pazty m . DEFAULT. Debtor will be tn defauk if: o
lxuwbewénml;rﬂ nm:rm”“' nm fease, &mmm hlmf!l‘A:Ivl‘ (3] Debtor (ot Borrower, ﬂmtmcnmc) falls loma.ku.paymm hmll. :
tdnlsp:morh'm' f ]m\v ’hou[ s‘ﬂ= olumnn sl euul,lre‘sdw \ymlenl ‘m:nt.l o ) Dchnt fails L pesform condition or covenart oa uns or
lsognmv;x?r; soldwlﬁlthe andinary m;cw :r busincss st gﬁ g) :"Yé:\':‘uﬂ Qfgzﬂw %f‘gs\'g ;ﬁ;dmgmy ar s
as original collateral of g procesds of the Propenty, Deumwmm"m evideneing or persining o the Sceured Debtss €
&:Mormwm&mmgm (4)mymmdschappcns that ckher camses Secmedh:vmrusombly
If the Property includes acoounts, Dellnl'wﬂ.l 7L sl any pecoumt for believe @2y Sccured Party will have' difficulty in collecting the
Jesx than [ho full value, dispose oOf the accounts by assignment, or mak mwiﬁﬂswmmﬂlhmﬂfm Property. -
b ey g D'“eu‘ﬁ?“@&‘ = A il i “‘m";y‘ Lealy vequied ot 4nd GPpORURGY 1 oue the Gl Socd Pary
g;urse of business, unlcss otherwise toquired by Setured Party. Debtor M2y at Secured Party sopmndoanyomcrmorconhcfonnwbg .
Pl Sy B BERTO RS, Dol S o e S
mmmgom:wnwofbd#mlahpm 1ty bas the a)mumbebumguhunnmmmhunvuhblcmmm o
DS oy, g v temi deory sy ot o (3) Coes upon Dikor's promivs v ake possison o l ety parof
under the accounts dmwy to Secured Party. Deblos wil deliver the Debior's property for purposes of preserving the Propenty or its
accoumts to Sccured Party it Securcd Party’s request, Delior will give and use and ‘operdc chxofspmmprm&:wedhms
Sceured Party all saemunts, rcpons. certlficates, lists of acoount debum - iototest, all withoul payment of comapensation o Detaor;
(showing names, addresses, and amounts owing), invoices spplicable 0 (4) use any medy aliowed by siate or foderal Law, or pmided in any
l;;-ﬁ‘lhy lﬁq‘lﬂ' md v wﬂ dl!a  Hhe sccomots &3 8 lfSequed Pan TCpOSSes . pm;‘x::gxlyn meenfom: lheobkgzunns ‘of an
zes the or
lfltu:?mpa\y includes hmpmdnas, Delxor will provide Secured Pm: ageount deb(ory ¥ Xecp of dispose of the Property us
wuh&lhgfm Debioe may 9‘-“ the. hrm rndu::!‘: D&mlgm g m‘:ﬁmng y's Mﬂn of a:f:rm:a‘!mmfto wh\chﬁ
mr&ywmmm bS;ch'eldPany's mchxh:rusuuhlcmm:ys‘&mmd%‘ (o the extent X
T@reesio] mmb. ml" ,h"d““‘- i don -B?.bu;r Debior  prohibiied by law, snd then to the Secured

iudcrmmll‘ Joan procceds sre wsed for that will contritre
P m:‘g'“ml’;“ N Mb‘el g’“‘l’“" any one or more of (iesd remodies, Secured Party does not

By choosing
or W the conversiog of
welland (o produce or 10 nake possid noducum Oran eukral dd:&?“&s’;&“ﬁwmtmwy.m Panlydocsnolwnvca'
commodity, furthet explained {n'l CFRPm Exh]b[gm WAIVE "“ ﬂl ““‘Jm for dumages by Secursd -
IIDeh(orpluigathel’mlpmty!nScumdew(duﬂvmuuHquty lusntum h whmdim lcuinmruuh.
the poscession of contol of Secored Party of 8 desiguaied thind perty), Pm{-l AND “ADDITIONAL DOCUMENTS, - Where zotce -is
Debior will, upon. reeeipt, and
mm et o “‘l y mmb!emﬁ(tw niform Cowrerels) Code, Nodoe
g ! fmbg;lmmm ¢ ‘I‘;pomm b '°m°P'ﬂ¥hmwl“pﬂnB Ddxmngteesloslmdeﬁva.mdﬁh
P O}‘;%» mm’?&‘mmw?‘mmm wy additional documents and <ertifications Secured Parly considers
Patty to file a financing statexnent covering the P Debinr wigl Sy fo perfect, coatigue, or prescrve chm'sobbmuﬂct this
comply with, facilliatc, and otherwisc aisist Sccred y in connection Amwmmmfmwm-nmmon PW

with obtalning possession or control over the Pr for purpdses of 3 R
wnmmmmzmmmmuﬁm%m . * . . :
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n DEBTOR NAME AND ADDRESS SECURED mn_ﬂr.mn-: AND ADDRESS
GOLDEN EAGLE ESTATESLTD . CENTRALRATIONAL BARK
212 5 DERAWARE AVE . ‘POBOK 129
SALIRA XS 624012204 ESOMAPLE
’ GYPSUM, XS 67448

Type' O mividal O pannershyy T corporation [»]

utun_wmnwrchstm {Ir applicabie) X8
O of checked, teler toadd for addiioa] Debeors ang sipaitures
COMMERCIAL SECURITY AGREEMENT

Tho dale of ths T t Sccurity Agr (Agrecnem) o

0182008
SECURED DERTS. Thu Agmmm wm secwre sil suns advanced by Sceured Panty wdr W wnns o) vhe, Agrotmant and the payment ud
pesfarmance of the follawmng described Sxzemd Dubts tha (check ond) O Detwr B DMOTHLR
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Recg;
BEFORE THE STATE CORPORATION COMMISSION on @
OF THE STATE OF KANSAS FEB p
8 201
2
State C rporat/l;i; V

~ In the Matter of the Application of Howison
Heights, Inc. for Approval of Certain
Changes in its Charges for Water Service.

Notice of Filing of Stafi’s Report and Recommendation

COMES NOW, the Staff of the State Corporation Commission of the State of Kansas

(“Staff” and “Commission” respectively) and hereby files its Report and Recommendation in the

above captioned docket, attached as “Attachment A” and hereby incorporated by reference.

WHEREFORE, Staff respectfully submits its Report and Recommendation to the

Commission for consideration.

Respectfully Submitted,

Matthew A. Spurgir; #20470
Litigation Counsel

Holly Fisher, #24023

Litigation Counsel

Kansas Corporation Commission
1500 SW Arrowhead Rd.
Topeka, KS 66604
785-271-3110

785-271-3167 fax
m.spurgin@kcc.ks.gov

h.fisher@kcc.ks.gov

Attorneys for Commission Staff

Lo f




STATE OF KANSAS )
) ss.
COUNTY OF SHAWNEE )

VERIFICATION

Matthew A. Spurgin, being duly sworn upon his oath deposes and states that he is Litigation
Counsel for the State Corporation Commission of the State of Kansas, that he has read and is
familiar with the foregoing Report and Recommendation and that the statements contained

" therein are true and correct to the best of his knowledge, information and belief.

Matthew A. Spurgin, # 20470
Kansas Corporation Commission of the
State of Kansas

Subscribed and sworn to before me this 3 day of February, 2012.

' VICKI D. JACOBSEN
#El Moty Pudic - Skale of Kansas
" myAppt Bxpres (g 204 Y4

Vi 9. dapouoen

Notary Public

My Appointment Expires: (,-30-/Y
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1500 SW Arrowhead Road Fax: 785-271-3354
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Mark Sievers, Chairman Sam Brownback, Governor

Ward Loyd, Commissioner
Thomas E. Wright, Commissioner

REPORT AND RECOMMENDATION
UTILITIES DIVISION

TO: Chairman Mark Sievers

Commissioner Ward Loyd

Commissioner Thomas E. Wright
FROM: Bill Baldry, John Bell, Jaime Stamatson, and Laura Bowman
DATE: February 6,2012

2
DATE SUBMITTED TO EXECUTI R: 2 LK / 12.
AM 1‘)_1

DATE SUBMITTED TO LEGAL: A

DATE SUBMITTED TO COMMISSIONERS:

SUBJECT: Inthe Matter of the Application of Howison Heights, Inc., for Approval of
Certain Changes in its Charges for Water Service; Docket No. 12-HHIW-382-RTS

EXECUTIVE SUMMARY:
In its Application filed on November 22, 2011, Howison Heights, Inc. requested a $41,652

increase in its revenues. Staff has calculated a Revenue Requirement of $20,981 pursuant to its
investigation and audit. This report addresses Staff concerns regarding Howison Height’s current
financial condition, its record keeping practices, and includes a list of recommendations that will

improve the effectiveness of the Company’s future operations and financial reporting.

BACKGROUND:

On November 22, 2011, Howison Heights, Inc. (“Howison”, “Applicant” or “Company”) filed
an Application to make certain changes in its charges for water service. Howison is a small
company, serving 62 customers in a small geographic area in Saline County, Kansas. Howison’s

total revenues were $38,463 for the Test Year ending December 31, 2010. The Applicant is
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requesting a rate increase of $41,652 in annual revenues, or a 108% increase. On January 10,
2012 and January 13, 2012, Commission Staff and the Citizens’ Utility Ratepayer Board
(CURB) submitted motions to proceed under K.A.R. 82-1-231b and to waive certain procedural
regulations, respectively. On January 18, 2012, the Commission granted permission to proceed
under K.A.R. 82-1-231b and waived the requirement of K.A.R. 82-1-231b(b)(2)(C) regarding a
public meeting. Howison received its certificate of convenience on September 26, 2005, in
Docket No. 05-HHIW-277-COC. The Application filed with the Commission on November 22,
2011 is the Company’s first rate case with the Commission, since receiving its certificate. This

rate case is Howison’s second rate increase since its inception in 1971.

History of Howison Heights, Inc.

In 1971, Charles Howison purchased 160 acres plus 4 acre approximately three miles north of I-
70 just west of Ohio Street in Salina, Kansas for the purpose of developing the land.! At the time
of purchase, the land did not have any water accessible to accommodate the newly developed
homes.? As a result, Mr, Howison drilled and began pumping water for the new homes located in
the Saline River Basin. Mr. Howison continued to purchase various small parcels of land

totaling 60 acres between 1971 and 1978.

In 1984, Charles Howison retired from the land development and water business, and sold the
water company to his son Tim Howison (current owner of Howison Heights, Inc.). Between
2004 and 2006, Tim Howison purchased an additional 320 acres, called Big Valley, just north
and east of the land his father had purchased in the 1970’s in an effort to expand both the current
residential development area and the water company.> Mr. Howison has continued to drill wells
on the newly purchased acreage, and has found large quantities of water in the Dakota
Formation." While Mr. Howison has the capacity needed to supply wholesale customers, he is

only selling water on a retail basis to the 62 customers located in the development area.

! The 160 acres Mr. Howison purchased is located about 3/4™ of a mile north of the Saline River.

% The older development was built in the early 1970’s.

* The lot sizes of the Applicant’s customers range from as small as one acre up to 24 acres with most lots in the 3
acre to 5 acre range.

% The water in the Dakota Formation is much softer water than the water pumped in the wells from the land
purchased in 1971. The current cost to drill a water well 110 feet deep with a five inch diameter, and to install the
well’s casing and properly grout the well (which is required by State of Kansas regulations) would be approximately
$3,000 in Saline County. The $3,000 cost excludes other costs the drilling of a well may incur such as the cost of the
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Currently, Howison Heights has three water wells, with depths of 75 feet, 118 feet, and 133 feet.
Each well has an average of 68 feet of water that can be pumped to meet the customer’s water
needs. At this time, Mr. Howison has enough water capacity to supply all of his customers’
needs by using only two of the three wells. However, due to the financial constraints of the
Company the Applicant does not have sufficient funds to install a water storage tank. As a result,

Mr. Howison only pumps water to its customers as it is needed.’

Howison Heights, Inc. Financial Condition

Howison Heights uses the cash method to record its revenues and expenses, except for

depreciation expense. Under the cash method, Howison experiences the following;:

e Revenues: Howison recognizes revenue as earned when the Company receives cash from
its customers. Howison does not have difficulty in collecting water payments from its
customers, so there is little lag time between the beginning of the calendar month, when
Howison bills its customers, and when the Company actually receives payment from its

customers.

e Expenses: Howison recognizes an expense when the Company pays the expense. During
Staff’s on-site visit it became obvious that the Company has an extensive history of
paying expenses late, sometimes as much as several years (as in the case of paying its
property taxes). If a Company does not pay a regular recurring expense (such as property
taxes) for several years, the cash method will not accurately reflect the activity of a -
particular year because expenses are understated in the years no payment is made and

expenses are overstated in the year when multiple years of expenses are paid.

e Depreciation: Howison Heights uses accelerated depreciation methods based on income
tax law to recognize depreciation expense on the Company’s property, plant and

equipment.

Staff’s audit also discovered that Mr. Howison does not deposit all payments received for water

sales exclusively in the Howison Heights, Inc. checking account, and that Mr. Howison does not

permit to drill, disposal of saltwater, drilling through thick rock formations, well collapse due to sand formations,
drilling a larger diameter well, etc.

* The Applicant does own a 90,000 gallon standpipe that was purchased in 1995, but due to the financial condition
of the Company, Mr. Howison does not have the funds needed to install the standpipe.
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pay the water companies expenses exclusively from the Howison Heights, Inc. checking account.
6

Staff was able to trace some of the expenses reported in the Company’s income statement
(Exhibit No. 7 in the Application) to original documents and invoices, but a sizable percentage of
reported expenses had no support. Mr. Howison stated several times during Staff’s two on-site
visits that he provided all of the Company’s receipts and invoices to the public accounting firm
to record in the Applicant’s general ledger, but that Mr. Howsion did not receive all of the
documents back for the year 2010. Also, the employee at the public accounting firm who was
responsible for recording Mr. Howison’s expenseé recently left the firm, so Staff was not able to

determine what had happened and who was responsible for the missing documents.

Howison Heights is in dire financial condition. The Company’s debt of $315,244” far exceeds
the Company’s net property, plant and equipment of $95,110. The Company has incurred
operating losses so large over the years that the retained earnings account has a negative balance.
The negative retained earnings balance of $280,575 overwhelms the positive balances in the
Company’s common stock and paid in capital and results in a negative equity balance of
$239,269. Since Howison Heights has an overall negative equity balance, the Company has had
to rely on bank loans to finance its continuing operating losses. Additionally, the Company’s
revenues of $38,463 are less than half of its $80,116 of expenses for 2010 as shown in Schedule
B-1, Column A of WEB Exhibit No. 1.

Mr. Howison’s dire financial condition is also evident in the fact that multiple payments are
deferred on various items due to a lack of cash. Mr. Howison was four years behind in paying the
Company’s property taxes prior to 2010. In 2010, Mr. Howison was able to pay Saline County
all of the back taxes and penalties the Company owed due to an inheritance. Currently, Mr.
Howison is behind in paying his public accountant for financial reporting and income tax
preparation services rendered during 2010. Additionally, Mr. Howison is frequently unable to
pay for repair and maintenance services on the water system at the time the services are rendered

and attempts to sell undeveloped land to pay the Company’s debts when possible.

¢ Staff’s audit showed that several deposits for payment(s) received from the sales of water were deposited in a non-
Howison Heights, Inc. checking accounts Additionally, Mr. Howison used a checking account other than the
Apphcant s to pay some of the Applicant’s operating expenses during the Test Year.

7 Source: Exhibit No. 5 in the Application
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If Mr. Howison were able to install a standpipe the financial and operating condition of the water
company would improve in several ways. An operating standpipe would reduce the wear and
tear on the system’s water pumps, extend the life of the water pumps, and provide increased fire
protection and water pressure. The standpipe has been lying on the ground for 16 years because

Mr. Howison does not have the funds necessary to install it.

Monthly Water Bill Comparison

Howison’s 62 customers use an average of 8,000 gallons each month. Based on an 8,000 gallon
usage, the following table compares Howison’s current and proposed rates to neighboring
Ottawa #2 Rural Water District, and the City of Salina’s water rates. Please note, the amount
shown in the table below for the City of Salina includes a monthly meter charge of $4.74, a

customer charge of $6.77 for waste water, and a $36.88 charge for waste water based on volume.

Usage in Gallons | Howison Current Howison Ottawa #2 Rural City of Salina
Rates Proposed Rates Water District
8,000 $41.00 $80.26 $63.26 $79.43
ANALYSIS:

Staff’s accounting schedules, which summarize the results of Staff’s review of the Applicant’s
revenue requirement request, are attached to this memo as WEB Exhibit No. 1, which consists of
schedules that summarize Staff’s findings with regard to Howison’s operating income (see

Schedules B-1 through B-3). Staff’s proposed revenue requirement results in a revenue increase
of $20,981 (Schedule Rev Req, Line 7).

Operating Margins

Staff’s findings with regard to operating margins are summarized on Staff Schedule B-1 of WEB
Exhibit No. 1. The Test Year actual net operating margin of ($41,653) is shown on line 24,
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columns A and C of Schedule B-1. Mr. Howison’s application relied on test year amounts and

therefore did not contain any pro forma adjustments to the Test Year.?

Exhibit No. 8 in the Application was used to calculate the Company’s revenue deficiency, and is
shown in Column A of Staff Schedule B-1. Exhibit No. 7 provides a breakdown of Howison’s
expenses based on a two and four year average and can be compared to the 2010 actual expenses.

The detail of 2010 Income can be found in Exhibit No. 6.

Due to the large volume of missing information, Staff has relied on several different types of
information. If available, Staff relied on actual invoices or statements. If a cost was not

supported, Staff then relied on a combination of invoices and/or general ledger entries. Since
Howison’s general ledger detail is prepared by an external accounting firm, Staff believes the

information can be relied upon for setting an appropriate level of expense.

Staff has reviewed Howison Heights’ Application and is recommending the following Income

Statement adjustments:

Staff Adjustment No. 1

Staff Adjustment No. 1 increases water revenues by $2,069. This adjustment increases water

revenue to equal the amount billed to Howison’s customers during the Test Year.

Staff Adjustment No. 2

Staff Adjustment No. 2 decreases revenue from meter hookups by $8,400. The Company had
three hookups in 2010 at $4,200 per hookup that resulted in hookup revenue of $12,600, but no
hookups were made to its water system in 2011. Based on current economic conditions, Staff
believes it is unlikely that the Company will have three hookups every year on a going forward
basis, but it is also unlikely that the Company would have no hookups in the future. As a result,
Staff has reflected one water hookup fee in the cost of service calculation as it is reasonable to
assume that the Company would have at least one hookup per year in the future. As a result,
Staff’s Adjustment reduces hookup fees by $8,400 (or two hookups) to reflect the revenues for

one meter hookup per year.

% Please note that Exhibit No. 7 in the Application reports expenses paid during the Test Year and matches the

amounts recorded in the general ledger, except for supplies expense. Staff could not find a source document for
supplies expense.
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Staff Adjustment No. 3

Staff Adjustment No. 3 increases auto expense by $2,151. The Applicant’s auto expense only
reflects fuel expense for trips to Howison Heights for water activity purposes. Staff believes
Howison has understated auto expenses by omitting repairs, maintenance, and depreciation
expense on the Applicant’s vehicle. Without receipts for actual maintenance and a mileage log,
Staff has estimated Howison’s auto expense by taking the standard business mileage the Internal
Revenue Service has allowed for 2010 and multiplied it by the estimated miles driven. Staff then
added the actual diesel fuel expense Howison incurred for running the backhoe, which is used for
water business purposes only, in calculating an annualized level of auto expense. As a result,
Staff’s adjustment represents a more accurate reflection of auto expenses Mr. Howison incurred

for water company business during 2010.

Staff Adjustment No. 4

Staff Adjustment No. 4 decreases bank fees by $367. The Applicant incurred several bank
overdraft and late fees during 2010, and included those fees as an expense in the Application.
Overdraft and late fees are expenses that can be avoided by using good cash management
practices, and should not be recovered through base rates. Therefore, Staff’s adjustment removes

the overdraft and late fees from the Applicant’s operating expenses.

Staff Adjustment No. 5

Staff Adjustment No. 5 increases contract labor by $3,427. Howison’s Application includes a
four year average of contract labor expense in Exhibit No. 8. Staff reviewed the contract labor
expense account in the Applicant’s general ledger, and determined that the amount in the general
ledger is a more accurate reflection of the contract labor expense that is likely to be incurred on a
going forward basis. Therefore, Staff recommends an adjustment to reflect actual contract labor

expenses paid during the test year.”

Staff Adjustment No. 6

Staff Adjustment No. 6 decreases depreciation expense by $330. The depreciation expense

reported in the Application is based on the accelerated depreciation method, which is allowed

® Exhibit No. 7 in the Application reports the Contract Labor expense recorded in the general ledger for the Test
Year.
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under the Internal Revenue Code. Staff’s adjustment re-calculates Howison’s depreciation
expense on the straight line depreciation method and adjusts the useful life of the equipment.
Staff’s adjustment is consistent with other utilities in using straight line depreciation method to
calculate a utility’s depreciation expense. Additionally, Staff’s proposed depreciation rates are
consistent with the Commission approved depreciation rates as described in the 07-SUBW-1352-
RTS, Suburban Water rate case. The only exception is with the water pumps, which Staff is
requesting a depreciation rate based on a five year useful life. Water pumps normally last about
10 years, provided the water company has a water tank or a standpipe. If a company has a water
storage facility, the pump can act as designed by pumping for an extended period of time and
then shutting off for an extended period of time. Since the Company does not have a water
storage facility, the water pump turns on and off for short periods of time as consumers use the
water throughout the day. If a water pump turns on and off many times during the day, the water
pump will not last as long as it would under normal conditions. Staff’s proposal to use a five year

life for water pumps is based on actual Company experience.

Staff Adjustment No. 7

Staff Adjustment No. 7 decreases interest expense by $35,469. The amount of interest expense
reported in Exhibit No. 8 of the Application includes principal and interest payments based on
new loans that were refinanced in December 2011. Staff’s adjustment only reflects an annual

level of interest expense and is comprised of the following adjustments:

e A typical utility will borrow money and use stockholders’ equity to buy property, plant,
and equipment to replace old and worn out equipment as well as to buy new equipment.
The utility receives the return of its investment in property, plant, and equipment through
depreciation expense. Since depreciation expense is a component of a utility’s rates,
Howison’s customers are providing the funds necessary to repay the Company’s capital
investments. Since depreciation expense includes the reimbursement of capital
investment, it is only proper to exclude principal payments for outstanding loans from

interest expense.
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|
e The Applicant’s total debt in Exhibit No. 4 (the public accountant’s prepared Statement

of Assets, Liabilities and Equity) totals $325,870.'° The Applicant’s Net Property, Plant

| and Equipment (also shown in Exhibit No. 4) totals only $95,110. Because the loan

J balances exceeded Howison’s Net Property, Plant and Equipment, Staff can only
speculate what the Applicant spent the money on besides buying property, plant and
equipment. Since Staff could not trace what the loan proceeds were used to purchase,
Staff’s adjustment limits the debt portion in calculating interest expense to the balance of

Net Property, Plant and Equipment reported in the Application.

e The Applicant has two loans outstanding with Bennington State Bank and one loan
outstanding with Central National Bank. The interest rate on the loan at Central Nation
Bank differs from the interest rate on the loans at Bennington State Bank, so Staff
calculated an interest rate based on a weighted average for the outstanding loan balances
on each bank’s loans. Staff’s adjustment calculates interest expense by multiplying the
weighted interest rate by the Applicant’s Net Property, Plant and Equipment. Due to the

negative stockholder’s equity reflected on the balance sheet, Staff is assuming the

Applicant purchased all of its property, plant and equipment using borrowed money so no
allocation was made in assuming the Applicant used stockholder’s equity in equipment

purchases.

Staff Adjustment No. 8

Staff Adjustment No. 8 increases legal and accounting expense by $65. The expense shown in

the Application is based on the amount paid during the Test Year, rather than the amount
incurred. Staff’s adjustment is necessary to reflect the amount of accounting services incurred

(rather than paid) during the Test Year.

' Due to the lack of information and record keeping, Staff was not able to trace what the various loan proceeds were
used to purchase over the years.
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Staff Adjustment No. 9

Staff Adjustment No. 9 decreases mowing expense by $100. The Applicant was not able to
provide documentation for mowing expense reported in the Application. Staff’s adjustment

reflects the level of mowing expense as reported in the general ledger.11

Staff Adjustment No. 10

Staff Adjustment No. 10 decreases permits and fees expense by $979. The permits and fees
expense in the Application includes a late payment fee related to the Applicant’s property taxes.
Ratepayers should not be responsible for fees the Company could avoid through good
management practices; therefore, Staff’s adjustment removes the late payment fee from the

Applicant’s expenses.

Staff Adjustment No. 11

Staff Adjustment No. 11 increases postage expense by $323 to recognize the monthly water
billings the Company mails to its customers each month that were not reflected in the

Company’s Application.

Staff Adjustment No. 12

Staff Adjustment No. 12 decreases repairs and maintenance expense by $85. As mentioned
above, Staff believes the Company’s general ledger is a fairly accurate reflection of the
Company’s expenses paid during the Test Year. The Applicant was not able to provide
documentation for all of the repairs and maintenance expense reported in the Application,
therefore, Staff’s adjustment reflects the amount of repairs and maintenance expense as reported

in the general ledger.

Staff Adjustment No. 13

Staff Adjustment No. 13 increases supplies expense by $646. The Applicant was not able to
provide documentation to support all of the supplies expense reported in the Application. Staff’s

adjustment reflects the level of supplies expense that was reported in the general ledger.

"' The Applicant gives all of the Company’s documents, bills, and invoices to its public accounting firm. An
employee of the accounting firm posts the bills and invoices into the Applicant’s general ledger, so Staff believes the
general ledger is a fairly accurate reflection of Company expenses that were paid during the Test Year.
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Staff Adjustment No. 14

Staff Adjustment No. 14 decreases utility property tax expense by $1,322. The amount of
property tax reported in Exhibit No. 8 of the Application represents a two year average of
property tax that the Company paid to Saline County. Staff’s adjustment contains the following

items:

e First Component — Staff reduced the Company’s property tax by $2,495 to equal the
actual amount of property taxes Howison owed Saline County for 2011. This adjustment
removes multiple years of property taxes paid in 2010, and also removes penalty

assessments for non-payment of property taxes for previous years.

e Second Component — Staff increased the Company’s property tax by $279 for Saline
County sales tax the Company owes for retail water sales made to its customers during
the Test Year. The Company excluded the sales tax owed to Saline County for water
sales during the Test Year from its Application. This adjustment reflects the appropriate

level of sales tax expense the Company should incur on a going forward basis.

e Third Component — Staff increased the Company’s property tax by $894 for the water
protection fee the Company owes the State of Kansas for water sales made to its
customers during the Test Year. The Company excluded the water protection fee from its
Application, so this adjustment must be made to include the fee in the Company’s

expenses.

Staff Adjustment No. 15

Staff Adjustment No. 15 increases the expense for utilities by $210. The utilities expense
reported in the Company’s Application is based on the amount of utility expense the Company
paid during the Test Year, rather than the actual amount of utility expense incurred. Staff’s

adjustment reflects the actual dollar amount of utility expense incurred during the Test Year.

Staff Adjustment No. 16

Staff Adjustment No. 16 increases donation expense by $85. The Company did not include the
donations it made to various charitable organizations during the Test Year. Staff’s Adjustment
reflects one-half of the contributions the Company made during the Test Year, which is
consistent with K.S.A 66-101(f).
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Staff Adjustment No. 17

Staff Adjustment No. 17 increases income tax expense by $712. This adjustment is composed of
an increase in state income tax of $155 and federal income tax of $557. This adjustment reflects
the increase in federal and state income taxes related to Staff’s calculation of Howison Heights’

profit margin using the operating margin approach.

Operating Margin

Schedule Rev Req of Staff Schedules bases the revenue requirement on an 8% operating margin

for Howison Heights.

RATE DESIGN ANALYSIS:

Howison’s proposed rate design, shown in figure 11 of the Application, is intended to raise
annual revenues of $55,584. However, Staff has found several errors in its calculations. Multiple
customers are charged nothing when zero usage occurs, but under the proposed rates these
customers should receive a charge of $40 regardless of whether or not they used any water. Also,

there are errors calculating volumetric charges. Correcting these errors results in annual revenues
of $56,328.

Staff calculates a total operating expense of $48,371. Adjusting this number by the addition of
income taxes in the amount of $873, the subtraction of one meter hookup fee of $4,200, and
adding in required operator margin of $3,870 yields yearly revenues of $48,914, required to be
recovered through the sales of water. Staff*s proposed rate design achieves this through both a
fixed monthly charge independent of usage and a volumetric charge. The following table
illustrates Staff’s proposed rate design along with Howison’s proposed rate design for

comparison.
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Staff Howison
Fixed Charge $35 $40
1,000-9,000 gallons $4.032 $5.032
10,000-16,000 gallons $3.032 $4.032
17,000- 25,000 gallons $3.032 $3.032
Over 25,000 gallons $3.382 $2.382
Revenues $48, 935 $56,328
RECOMMENDATION:

Howsion Heights, Inc. is a small water utility company serving only 62 customers with less than

340,000 in annual revenue. This docket is the Company’s first rate case with the Kansas

Corporation Commission. To improve the deficiencies Staff discovered during its audit in the

rate case and to ensure customers continue receiving a sufficient water supply, Staff recommends

the following:

e Mr. Howison shall file a report within nine months of the Commission’s Order that

includes the following:

a. Long Term Plan — Mr. Howison shall prepare a long term plan that outlines his

intentions for the water company for the next five years. Additionally, Mr.

Howison should prepare a plan that provides the water company with a sound

financial footing as well as describes how he plans to build equity.

b. Succession Plan - Mr. Howison shall develop a plan that discusses who will

take over operating the water system upon his retirement.

c. Create a plan that discusses Mr. Howison’s intentions if Howison Heights, Inc.

should go bankrupt in the future. The bankruptcy plan shall discuss the various

alternatives of how water can continue to be provided to its customers while

the Company is in bankruptcy.
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Rate Case Filing - Howison Heights, Inc. shall schedule a meeting with KCC Staff no

later than May 1, 2012 to review the water companies revenues and expenses.

Checking Account - Howison Heights, Inc. shall maintain a checking account that is used

exclusively for water operations.

Revenues - All money received from the Company’s water customers shall be deposited

in the Howison Heights, Inc. checking account.

Expenses - All Company expenses shall be paid out of the Howison Heights, Inc.

checking account.

Transfers of Money — Whenever Mr. Howison transfers money to or from Howison
Heights, Inc., Mr. Howison shall either write a check or create a note receivable or note

payable (whichever applies in the transaction) to document the transfer of money.

Cash Payments — If Mr. Howison makes a cash or check payment to someone for work
performed on the water system, Mr. Howison will create a receipt for the payment
identifying what service was performed, the date paid, and the dollar amount. The

payment then needs to be recorded in the Howison Heights, Inc. general ledger.

Discounts — If Mr. Howison grants a discount to a customer’s water bill for services the
customer performed for the benefit of the water system, Mr. Howison shall prepare a
receipt for the value of the services the customer provided. Mr. Howison shall record
revenue billed to the customer at its full amount, and record the discount as an expense in

the appropriate expense account that reflects the kind of service the customer performed.

Property Insurance — Mr. Howison shall purchase property liability insurance for

Howison Heights, Inc. water operations.

Maintenance of Records — Mr. Howison shall create and maintain a file folder for the
Company’s revenues, and a separate file folder for each expense item shown on Staff
Schedule B-1. The revenue folder will contain each month’s customer billings for the
calendar year. The expense folders will contain invoices of the various expenses based on
when the expense was incurred (not paid) for products purchased and services rendered

to the Company during the calendar year. The revenue worksheets and expense invoices
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will be placed in the appropriate calendar year’s folders based on the year the water was
sold and the expenses incurred. The Company will not place revenues and expenses in

file folders based on when the Company receives money from its customers nor the year
the Company paid for purchases or services rendered. Mr. Howison shall create new file

folders for the Company’s revenues and expenses for each future calendar year.

Quarterly Review — Staff shall review Mr. Howison’s maintenance of records at the end
of each quarter in 2012 or until Mr. Howison demonstrates that the maintenance of
records process is working. Based on Staff’s experience with Mr. Howison, Staff believes
the time Staff spends on reviewing Mr. Howison’s establishment and maintenance of the
water company’s records every quarter would make the next audit more accurate, more

complete, and more efficient.

Auto Expense - Mr. Howison shall write down the Company’s truck’s odometer reading

on January 1% of each year.

Auto Expense - Mr. Howison shall keep a written log of the trips he makes to the
Company’s certificated area and for other water related business. The log shall include
the date of each trip to the certificated area. For all other water related trips, the log shall

include the date, miles driven, and business purpose.

Property, Plant and Equipment — Staff shall create a property, plant and equipment
template for the Company. Mr. Howison will use Staff’s template to input and maintain a
schedule of property, plant and equipment for Company equipment purchases after

January 1, 2012, The schedule shall contain the following information for each purchase:

a. Description of the equipment purchased or service performed if the service is

capitalized
b. Month and year the equipment (or service performed) was placed in service
c. Original cost of the equipment or service

d. Estimated life of the equipment used for depreciation purposes. The Company
will refer to Staff’s depreciation schedule prepared in this docket to obtain the

appropriate number of years in which to depreciate the new equipment.
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e. Depreciation method

e Staff recommends that the Company be allowed to increase its revenue by $20,981.

cc: Patrice Petersen-Klein, Executive Director
Jeff McClanahan, Chief of Accounting and Financial Analysis
Robert Glass, Chief of Economic Policy and Planning
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WEB EXHIBIT NO. 1

In the Matter of the Application of )

Howison Heights,Inc., for Approval of the ) DOCKET NO. 12-HHIW-382-RTS
Commission to Make Certain Changes in its )
Rates for Water Service )

SCHEDULES
PREPARED BY
STAFF
UTILITIES DIVISION

KANSAS CORPORATION COMMISSION




HOWISON HEIGHTS, INC, WEB EXHIBIT NO. 1
DOCKET NO. 12-HHIW-382-RTS

INDEX
SCHEDULE

NUMBER

% %k ok k ¥ ok

REV REQ STAFF ADJUSTED REVENUE REQUIREMENT
B-1 STAFF ADJUSTED AND PRO FORMA OPERATING INCOME STATEMENT
B-2 STAFF ADJUSTMENTS TO APPLICANT ADJUSTED INCOME STATEMENT
B-3 EXPLANATION OF STAFF ADJUSTMENTS TO INCOME STATEMENT

B4 STAFF ADJUSTED AND PRO FORMA CALCULATION OF TAXABLE INCOME




KCC/EXCEL/12-22-10 HOWISON HEIGHTS, INC.
BB/HHIW/KS STAFF REVENUE REQUIREMENT
REVREQ FOR THE TEST YEAR ENDED DECEMBER 31, 2010
2:31 PM
2/6/2012
LINE STAFF
NO. DESCRIPTION ADJUSTED
* k% kk % ok ok ok ok ok ok ok ok skl ok ok ok k ok ok ok ok ok ok ok ok ok ok ok o ok ok ok ok ok Kk Kk ok ok ok ok ok ok kR Xk k ok Kk h kK
1 STAFF ADJUSTED TEST YEAR NET OPERATING EXPENSE $48,371
2 OPERATING MARGIN REQUIREMENT 8.0%
3 OPERATING MARGIN REQUIRED 3,870
4 STAFF ADJUSTED TEST YEAR OPERATING MARGINS (16,239)
5 REVENUE INCREASE/(DECREASE) REQUIREMENT 20,108
6 GROSS UP FOR TAX EXPENSE 873

7 PROFORMA REVENUE REQUIREMENT  INCREASE/(DECREASE) $20,981

DOCKET NO. 12-HHIW-382-RTS
SCHEDULE REV REQ
WEB EXHIBIT NO.1




KCC/EXCEL/12-22-10 HOWISON IIEIGHTS, INC. DOCKET NO. 12-HHIW-382-RTS

BRHHIWKS STAFF ADJUSTED AND PRO FORMA OPERATING INCOME STATEMENT SCHEDULE B-1
B FOR THE TEST YEAR ENDED DECEMBER 31, 2010 WEB EXHIBIT NO. 1
2/6/12
HETEHY
A B C D E F G
APPLICANT ~ APPLICANT  APPLICANT STAFF STAFF STAFF STAFF
LINE JURISDICTIONAL ~ TEST YEAR ADJUSTED TEST YEAR ADJUSTED PRO FORMA PRO FORMA
NO. DESCRIPTION PERBOOKS  ADJUSTMENTS  TESTYEAR  ADJUSTMENTS  TEST YEAR ADJUSTMENTS TEST YEAR
*hok ok ko kk ok KRk Rk kR kR kR kR ok kK Kk R Kk Rk ko k kR A Kk kR ok kR ok ok kR kR ok ok ok ok ok Rk kxR ok ok ok kR Xk L E R R R R R LR LSRR R R EEE R R EE R RN
OPERATING REVENUES:
1 SALE OF WATER $25,863 $25,863 $2,069 $27,932 $20,108 $48,040
2 HOOKUP FEES 12,600 12,600 (8,400) 4,200 4,200
3 TOTAL REVENUES $38,463 $0 | $38,463 (56,331) $32,132 $20,108 $52,240
OPERATING EXPENSES:
4 AUTO $674 $0 $674 $2,151 $2,825 $2,825
5 BANK FEES 465 0 465 (367) 98 98
6 CONTRACT LABOR 4,139 0 4,139 3,427 7,566 7,566
7 DEPRECIATION EXPENSE 10,337 0 10,337 (330) 10,007 10,007
8 INTEREST EXPENSE 41,400 0 41,400 (35,469) 5,931 5,931
9  LEGAL AND ACCOUNTING 575 575 65 640 640
10 MOWING 300 0 300 (100) 200 200
11 PERMITS AND FEES 1,978 0 1,978 (979) 999 999
12 POSTAGE 300 300 323 623 623
13 REPAIRS AND MAINTENANCE 5,832 0 5,832 (85) 5,747 5,747
14 SUPPLIES 5,077 0 5,077 646 5,723 5,723
15 UTILITY PROPERTY TAXES 4,488 0 4,488 (1,322) 3,166 3,166
16 UTILITIES 4,551 4,551 210 4,761 4,761
17 DONATIONS 0 85 85 85
18 TQTAL OPERATING EXPENSES $80,116 $0 $80,116 (§31,745) $48,371 $48,371
19 ADDITIONAL REVENUE FOR TAXES $0 $0 $873 873
20 LESS: TAX EXPENSE (712)
21 LESS: TAX EXPENSE GROSS UP (161)

22 NET OPERATING INCOME (341,653) 30 ($41,653) 325,414 ($16,239) $20,981 $3.870




KCC/EXCEL/12-22-10 HOWISON HEIGHTS, INC. DOCKET NO. 12-HHIW-382-RTS

BB/HHIW/KS STAFF ADJUSTMENTS TO APPLICANT ADJUSTED INCOME STATEMENT SCHEDULE B - 2
B2 FOR THE TEST YEAR ENDED DECEMBER 31, 2010 WEB EXHIBIT NO. 1
2/6/12
2:31PM
A B o D E F G H I
STAFF ADJUSTED ~ STAFF STAFF STAFF STAFF STAFF STAFF STAFF STAFF
LINE TESTYEAR  ADJUSTMENT ADJUSTMENT ADJUSTMENT ADJUSTMENT ADJUSTMENT ADJUSTMENT ADJUSTMENT ADJUSTMENT
NO. DESCRIPTION NO. 1 NO. 2 NO.3 NO. 4 NO.5 NO. 6 NO. 7 NO. 8
kk k k¥ Rk ik kb ok k k ok kX kK k kR kR k kR Kk kX% I EREEEEEREEE R ks 2k ok k Rk kR k kR k kkkx X523 2% kxR kE R EEAEEREE DR K KL E AN N R K Rk KRR KR kE® Ok kKX
OPERATING REVENUES:
1 SALE OF WATER $25,863 2,069
HOOKUP FEES 12,600 (8,400)
3 TOTAL REVENUES $38.463 2,069 (8.400)
OPERATING EXPENSES:
4  AUTO $674 2,151
5  BANKFEES 465 (367
6 CONTRACT LABOR 4,139 3,427
7  DEPRECIATION EXPENSE 10,337 (330)
8  INTEREST EXPENSE 41,400 (35,469)
9 LEGAL AND ACCOUNTING 575 65
10 MOWING 300
11 PERMITS AND FEES 1,978
12 POSTAGE 300
13 REPAIRS AND MAINTENANCE 5,832
14  SUPPLIES 5,017
15 UTILITY PROPERTY TAXES 4,488
16  UTILITIES 4,551
17 DONATIONS 0
18 TOTAL OPERATING EXPENSES $80.116 $0 $0 $2,151 (8367) $3,427 ($330)  (535.469) $65
19  TAXES OTHER THAN INCOME TAXES 0
20  INCOME TAXES - CURRENT & DEFERRED 0
21 NET OPERATING EXPENSES $80,116 $0 $0 $2,151 (8367) $3.427 (8330) _ (535.469) $65
22 NET OPERATING INCOME (841,653) $2,069 (58.400) (82,151) $367 (83427) $330 $35,469 (865)

Page 1 of 3




KCC/EXCEL/12-22-10

HOWISON HEIGHTS, INC.

STAFF ADJUSTMENTS TO APPLICANT ADJUSTED INCOME STATEMENT

FOR THE TEST YEAR ENDED DECEMBER 31, 2010

DOCKET NO. 12-HHIW-382-RTS
SCHEDULEB-2
WEB EXHIBIT NO. 1

[ EE R B R E R R R R R N R R R R R R R R R R R R R R R E R R R R R E R R R R ERE R

BB/HHIWIKS
B-2
26712
2:31PM
LINE
NO. DESCRIPTION
OPERATING REVENUES:
1 SALE OF WATER
2 HOOKUP FEES
3 TOTAL REVENUES
OPERATING EXPENSES:
4 AUTO
5 BANK FEES
6 CONTRACT LABOR
7 DEPRECIATION EXPENSE
8 INTEREST EXPENSE
9 LEGAL AND ACCOUNTING
10 MOWING
11 PERMITS AND FEES
12 POSTAGE
13 REPAIRS AND MAINTENANCE
14  SUPPLIES
15  UTILITY PROPERTY TAXES
16 UTILITIES
17 DONATIONS
18  TOTAL OPERATING EXPENSES
19  TAXES OTHER THAN INCOME TAXES
20 INCOME TAXES - CURRENT & DEFERRED
21 NET OPERATING EXPENSES
22  NET OPERATING INCOME

K L M N (0] P
STAFF STAFF STAFF STAFF STAFF STAFF STAFF STAFF STAFF
ADJUSTMENT ADJUSTMENT ADJUSTMENT ADJUSTMENT ADJUSTMENT ADJUSTMENT ADJUSTMENT ADJUSTMENT ADJUSTMENT
NO.9 NO. 10 NO. 11 NO. 12 NO. 13 NO. 14 NO. 15 NO. 16 NO. 17

L E R ERE R EREN]

(100)
(979)
323
(85)
646
(1,322)
210
85
(5100) ($979) $323 (385) $646 ($1,322) $210 $85 $0
712
($100) ($979) $323 (585) $646 (§1,322) $210 $85 $712
$100 $979 ($323) $85 (3646) $1,322 ($210) ($85) (8712)

Page 2 of 3




KCC/EXCEL/12-22-10
BB/HHIW/KS

B-2
26/12
2:31 PM
LINE
NO. DESCRIPTION
BREEE BAERK R KN KRR R AR KRR AR N R Rk

OPERATING REVENUES:
1 SALE OF WATER
2 HOOKUP FEES

3 TOTAL REVENUES

OPERATING EXPENSES:
4  AUTO
5  BANKFEES
6  CONTRACT LABOR
7  DEPRECIATION EXPENSE
8  INTEREST EXPENSE
9  LEGAL AND ACCOUNTING
10  MOWING
11 PERMITS AND FEES
12 POSTAGE

13 REPAIRS AND MAINTENANCE
14 SUPPLIES

15 UTILITY PROPERTY TAXES

16  UTILITIES

17 DONATIONS

18  TOTAL OPERATING EXPENSES

19 TAXES OTHER THAN INCOME TAXES
20  INCOME TAXES - CURRENT & DEFERRED

21 NET OPERATING EXPENSES

22 NET OPERATING INCOME

STAFF ADJUSTMENTS TO APPLICANT ADJUSTED INCOME STATEMENT

S
TOTAL

HOWISON HEIGHTS, INC.

FOR THE TEST YEAR ENDED DECEMBER 31, 2010

T
STAFF

ADJUSTMENTS  ADJUSTED

LEEEEREEEEEIEEEEEEEEE N

$2,069 $27,932
($8,400) $4,200
($6,331) $32,132
$2,151 $2,825
(8367) $98
$3,427 $7.566
(3330) $10,007
(835,469) $5,931
$65 $640
(8100) $200
(3979) $999
$323 $623
(385) $5,747
$646 $5,723
(81,322) $3,166
$210 $4,761
$85 $8s
($31,745) $48,371
$0 $0
3712 $712
($31,033) $49,083
$24,702 ($16.951)

Page 3 of 3

DOCKET NO. 12-HHIW-382-RTS
SCHEDULEB -2
WEB EXHIBIT NO. 1




KCC/EXCEL/12-22-10 HOWISON HEIGHTS, INC.
BB/HHIW/KS EXPLANATION OF STAFF ADJUSTMENTS TO INCOME STATEMENT
B-3 FOR THE TEST YEAR ENDED DECEMBER 31, 2010
2/6/12
2:31 PM
LINE
NO.
* kk kK
STAFF ADJUSTMENT NO. 1
1 SALE OF WATER
2 To adjust water sales to equal the amounts on Howison Heights' monthly revenue work papers.
STAFF ADJUSTMENT NO. 2
3 HOOKUP FEES
4 To adjust hookup fees to reflect the fees from one hookup per year.
STAFF ADJUSTMENT NO. 3
5 AUTO
6 Adjustment needed to reflect auto cxpense based on the IRS' standard mileage rate for 2010,
STAFF ADJUSTMENT NO. 4
7  BANKFEES
8 Adjustment required to reflect only monthly service charges for 2010.
STAFF ADJUSTMENT NO. 5
9  CONTRACTLABOR
10 Toreflect contract labor expense recorded in the Company's general ledger.
STAFF ADJUSTMENT NO. 6
11 DEPRECIATION EXPENSE
12 To reflect depreciation expense based on the straight line method and on asset
13 lives approved in a prior Suburban Water rate case.
STAFF ADJUSTMENT NO. 7
14 INTEREST EXPENSE
15 Toreflect interest expense based on the Company's rate base.
STAFF ADJUSTMENT NO. 8
16  LEGAL AND ACCOUNTING
17 To reflect accounting expense billed to Howison Heights during the Test Year.

Page 1 of 3

DOCKET NO. 12-HHIW-382-RTS
SCHEDULE B-3
WEB EXHIBIT NO. 1

INCREASE / (DECREASE)
TO OPERATIONS

I E R ERRAESEERN ]

$2,069

(8,400)

2,151

(367)

3,427

(330)

(35,469)

65




KCC/EXCEL/12-22-10 HOWISON HEIGHTS, INC.
BB/HHIW/KS EXPLANATION OF STAFF ADJUSTMENTS TO INCOME STATEMENT
B-3 FOR THE TEST YEAR ENDED DECEMBER 31, 2010
2/6/12
2:31 PM
LINE
NO.
* k& k¥

STAFF ADJUSTMENT NO. 9
18  MOWING
19 Toreflect mowing expense recorded in the Company's general ledger.

STAFF ADJUSTMENT NO. 10
20  PERMITS AND FEES
21 Toreflect permits and fees expense rccorded in Howison Heights' general ledger,
22 excluding a latc payment fee related to the Company's property taxes.

STAFF ADJUSTMENT NO. 11
23 POSTAGE
24 Toreflect postage expense incurred during 2010,

STAFF ADJUSTMENT NO. 12
25  REPAIRS AND MAINTENANCE
26  Toreflect repairs and maintenance expense recorded in the Company's general ledger.

STAFF ADJUSTMENT NO. 13

27  SUPPLIES
28 Toreflect supplies expense recorded in the Company's general ledger.

STAFF ADJUSTMENT NO. 14

29  UTILITY PROPERTY TAXES
30 To reflect actual property taxes, sales tax, and safe water drinking fee for 2010.

STAFF ADJUSTMENT NO. 15
31  UTILITIES
32 To reflect actual utilities expense based on monthly utility bills for 2010.

STAFF ADJUSTMENT NO. 16
33 DONATIONS
34 Torecord 50% of the donations Howison Heights made during 2010.

Page 2 of 3

DOCKET NO. 12-HHIW-382-RTS
SCHEDULE B-3
WEB EXHIBIT NO. 1

INCREASE / (DECREASE)
TO OPERATIONS

LE R EEEENEEERN]

(100)

(979)

323

(85)

646

(1,322)

210

85




KCC/EXCEL/12-22-10

HOWISON HEIGHTS, INC.
BB/HHIW/KS EXPLANATION OF STAFF ADJUSTMENTS TO INCOME STATEMENT
B3 FOR THE TEST YEAR ENDED DECEMBER 31, 2010
26/12
2:31 PM
LINE
NO.

>k ok kK

STAFF ADJUSTMENT NO. 17
35 INCOME TAXES - CURRENT & DEFERRED
36 To calculate current income taxes based upon StafT's adjustments

Page 3 of 3

DOCKET NO. 12-HHIW-382-RTS

SCHEDULE B-3
WEB EXHIBIT NO. 1

INCREASE / (DECREASE)
TO OPERATIONS

LEREREERERENHN]

712




KCC/EXCLEL/) 2-22-10
BRHHIW/ES

B4

2/6/12

231 rM

LINE
NO., DESCRIPTION

LA R RN IR E AR AR RN NN RN NN E NN NN NN E ]

1 NET OPERATING AND MAINTENANCE EXPENSES
2 ADD: INTEREST EXPENSE

3 MARGIN REQUIRED

4 0 & M MARGIN PERCENTAGE

5 MARGIN REQUIRED

TA XAB AMOUNT
FROM TO TAX RATE OVER
TER IR IER AT A RO N N G I RS FRCEN N SRR N
6 0 50,000 0 4.00% 0
7 50,000 999,999,999 2,000 7.00% 50,000
8 KANSAS INCOME TAX - CURRENT
9 TAXABLE FEDERAL INCOME
FED| TAXABLE INCOM| AMOUNT
FROM TO TAX RATE OVER
BT EED HAA R AP ED A AR AS A AR A D
10 0 50,000 0 15.00% 0
11 50,000 75,000 7,500 25.00% 50,000
12 75,000 100,000 13,750 34,00% 75,000
13 100,000 335,000 22,250 39.00% 100,000
14 335,000 10,000,000 113,900 34.00% 335,000
15 10,000,000 15,000,000 3,400,000 35.00% 10,000,000
16 15,000,000 18,333,333 5,150,000 38.00% 15,000,000
17 18,333,333 999,999,999 35.00%

18  FEDERAL INCOME TAX - CURRENT

19 STATE EFFECTIVE TAX RATE

20  FEDERAL EFFECTIVE INCOME TAX RATE
21  TOTAL MARGINAL TAX RATE

22 1- TOTAL MARGINAL TAX RATE

23 NET TO GROSS MULTIPLIER

SUMMARY OF INCOME TAXES - CURRENT AND DEFERRED

HOWISON HEIGHTS, INC,

DOCKET NO. 12-HHIW-382-RTS

STAFF ADJUSTED AND PRO FORMA CALCULATION OF TAXABLE INCOME

A

APPLICANT

PER BOOKS

LA AN RE RS RN N REENRSRNNENE N NENRNN]

APPLICANT
JURISDICTIONAL  TEST YEAR
ADJUSTMENTS TEST YEAR  ADJUSTMENTS

(AN RN ERNY]

FOR THE TEST YEAR ENDED DECEMBER 31, 2010

C D
APPLICANT STAFF
ADJUSTED TEST YEAR

E

STAFF
ADJUSTED

DOCKET NO. 12-HHIW-382-RTS

F G
STAFF STAFF
PROFORMA PRO FORMA

TEST YEAR  ADJUSTMENTS TEST YEAR

AR ERNERENN]

[ B E R EENRERNERLEERERN]

24 DEFERRED INCOME TAX
25  KSINCOME TAX - CURRENT
26 FED INCOME TAX - CURRENT

27  TOTAL INCOME TAXES - CURRENT AND DEFERRED

$80,116 $0 $80,116 (831,745) $48,371 $48,371
0 4] 0 0 4]
$80,116 $0 $80,116 (531,745) $48,371 348,371
8% 8% 8% 8% 8%
6,409 0 6,409 (2,540) 3,870 873 4,742
155 190
0 0
S0 $0 $0 £0 $155 $190
$6.409 $0 $6,409 (82,540) $3.715 $4,553
0 4] 557 557 683
0 0 0 0 0
0 4] 0 0 0
0 0 0 0 0
0 4] 0 0 0
0 0 0 0 0
0 0 4] 0 4]
0 0 0 0 0
30 $0 $557 $557 $683
4.00%
14.40000%
0.395500 0.395500 0.395500 0.395500 0.184000
0.604500 0.604500 0.604500 0.604500 0.816000
1.225450
S0 $0 $0 $0 $0 $0
0 0 4] 155 155 190
0 0 0 557 557 683
50 $0 50 $712 $712 $873

SCHEDULE B4
WEB EXHIBIT NO. 1



CERTIFICATE OF SERVICE

I, the undersigned, hereby certify that a true and correct copy of the MOTISN TO
INITIATE INVESTIGATION, was served via U.S. Mail, postage prepaid, this 14 day of
January, 2013, to the following:

JAMES G. FLAHERTY, ATTORNEY
ANDERSON & BYRD, L.L.P.

216 SOUTH HICKORY

PO BOX 17

OTTAWAKS 66067

HOLLY FISHER, LITIGATION COUNSEL
KANSAS CORPORATION COMMISSION
1500 SW ARROWHEAD ROAD

TOPEKA, KS 66604-4027

******Hand Delivered* % %k sk ok ok

MICHAEL NEELEY, LITIGATION COUNSEL
KANSAS CORPORATION COMMISSION
1500 SW ARROWHEAD ROAD

TOPEKA, KS 66604-4027

*xxx*¥+Hand Delivered™******

\/:Qfa ,J)a Codtln

Vicki JacobSen
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