UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

Inre:
BKY 03-33467

Jeanne L. Smith,

Debtor
John A. Hedback, Trustee,

Plaintiff, ADV 04-3346
VS.
Fabulous Floors, Inc., AFFIDAVIT

Defendant(s).

STATE OF MINNESOTA )
)ss
COUNTY OF HENNEPIN )

[, John A. Hedback, being first duly sworn upon oath, depose and state as follows:

1 | am the duly-appointed and acting trustee (Plaintiff or Trustee) and have
knowledge of the facts set forth in this Affidavit.

2. On May 13, 2003, Jeanne L. Smith (Debtor) filed a voluntary Chapter 7 petition
in bankruptcy, thereby commencing the above-reference case. The caseis still pending.

3. The Debtor's records indicate that on July 5, 2001, Debtor transferred property to
Defendant having a value of $60,000.00.

4, The Debtor transferred the sum of $60,000.00 to Defendant Fabulous Floors, Inc.
when the Debtor signed the mortgage, see attached Exhibit A, and made payments to
Washington County Bank on behalf of the Defendant.

5. Debtor was a general partner of Fabulous Floors, Inc. when the transfer took
place.

6. The transfer of the funds constituted a transfer of an interest in the Debtor’s
estate.



7. Debtor received less then reasonably equivalent value in exchange of the transfer.
8. Debtor was insolvent on the date of the transfer.
9. On or about August 5, 2004, Plaintiff caused this adversary proceeding to be filed.

10.  This Affidavit is executed by Plaintiff in accordance with Bankruptcy Rule 7055
for the purpose of enabling Plaintiff to obtain entry of default judgment against Defendant.

FURTHER YOUR AFFIANT SAYETH NOT.

Dated: f( [ azig j

Subsgribed and sworn to before me ‘
~day of %Tﬁﬂ ~ht  ,20 et

13 L, NESKA
- AC-MINNESOTA
/W//%’/(/ . oD Jan. 31,200
SOOI G .

YN0,
f [7 Notary Public
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. Borrower; Fabulous Floors, Inc. dba Fab Floors Lender: Wasnlr;gmnACounty Bank, N.A.
8320 F Clty Centre Drive 890 Helena Ave. N.
WoodbuerMN 55125 Oakdalo, MN 55128 EXHIBIT A
"Prlnclpal Amount: $60,000.00 Inltlal Rate: 7.750% Date of Note: July 5, 2001

PROMISE TO PAY. Fabulous Floors, Inc. dba Fab Floors ("Borrower") promises to pay to Washinglon County Bank, N.A. ("Lender"_). or order,
In lawful money of the Unlted Siates of Amerlca, the principal amount of Sixty Thousand & 00/100 Dollars ($60,000.00), together with Interest
on the unpald principal balance from July 6, 2001, until pald In full. .

PAYMENT. Sublect to any payment changes resulting from changes In the Index, Borrower wilil pay this loan on demand. Payment In full Is
due Immedlatoly upon Lender's demand. I ne demand Is made, Borrower will pay this loan In 59 regular payments of $569.94 each and one
Irrogular Iast payment estimated at $47,818.56. Borrower's flirst payment Is due August 15, 2001, and all subsequont payments are due an the
samo day of each month after that. Borrower's final payment wlll be due on July 16, 2006, and will be for all principal and all accrued Interest
not yet pald. Payments Include princlpal and Interest. Unless otherwlise agrecd or required by applicable law, payments will bo appiied first to
accrued unpaid Interest, then to principal, and any remaining amount to any unpald collection costs and late charges. The annual interest rate
for this Nole Is computod on a 385/360 basis; that is, by applying the ratlo of the annual inlerest rate over a year of 360 days, multiplied by the
cutstanding princlpal balance, muitiplied by the actual number of days the principal balance is outstanding. Borrower wil pay Lender mt
Lender's address shown above or at such other place as Lender may designate In writing.

VARIABLE INTEREST RATE. The Interest rate on this Notls Is subject to change from lime to tinve based on changes in an independent Index which
is the The Highast Prims Rate as published In the Money Sectlon of the Wall Strest Journal (the "Index”). The Index I not necessarily the lowest rate
charged by Londer on its loans. If tho Index becomes unavaliable durlny the term of this loan, Lender may deslgneie a substitute Index aftsr nolice 1o
Borrower. Lender will tell Borrower the current Index rate upon Borrower's request. The interast rate change wlll not cccur more often than each day.
Borrawer understands that Lender may make loans based on other rates as well. The Index currently Is 8.750% per annum. The Interest rate to be
applied to the unpald principal balance of this Note will be at a rale of 1.000 parcentage point over the Index, resuiting in an Initial rate of
7.750% per annum. NOTICE: Under no clrcumstarizes will the interost rate on this Note be more than the maximum rate allowed by applicable law.
Whenever Increases occur In the Interest rale, Lender, at its option, may do one or more of the foliowing: {A) Increase Borrower's payments to ensure
Borrawer's loan will pay off by s original final maturity date, (B) increase Borrower's payments to cover accruing interest, (C) Increase the number of
Borrower's paymants, and (D) continue Borrower's payments at the same amount and increase Borrower's fina) payment.

PREPAYMENT. Borrower agraes that all 1oan fees and other prepalid finance charges are earned fully as of the dale of the loan snd will not be subject
to refund upon early payment (whether voluntary or as a result of default), except as otherwise required by law. Except for the foregoing, Borrowsr
fmay pay without penalty all or a portion of the amount owed earlier than It Is due. Early payments will not, unless agreed 1o by Lender in writing, reliove
Borrower of Borrower's obfigation 1o continue 1o make paymsnts undar the payment schedule. Rather, sarly payments will reduce the principal balance
due and may result in Borrower's making fower payments. Borrewer agrees not o send Lender paymants marked “paid In full”, "without recourse”, or
similar language. |If Borrower sends such a payment, Lender may accept it without losing any of Lender's rights under this Note, and Borrowsr will
remaln obligated to pay any further amaount owed 1o Lender. Al writlan communications conceming disputed amounts, including any chack or other

payment Instrument that indicates that the payment constitutes "payment In full" of the amount owed or that Is tendered with other conditions or

fimitatlons or as full satisfaction of a disputed amount must be malled or delivered to: Washinglon County Bank, N.A., 880 Helena Ave. N. Oakdale, MIN
55128, .

LATE CHARGE. It 8 payment is 10 days or more late, Borrower will be charged 5.000% of the regularly scheduled payment.

INTEREST AFTER DEFAULT. Upon delaull, including fallure to pay upon final malurity, the total sum due under this Note will bear Interest from the
dats of gcceleration or maturity at the varlable interest rate on this Note. The Interest rate will not exceed the maximum rate permitted by applicable law.

DEFAULT. Each of the following shall constiute an wvent of delfault ("Event of Default”) under this Note:
Payment Default. Borrower fails to make any payment when due under thls Note.

Other Dofaults. Borrower fails to comply with or o perform any other term, obligation, covenant or condition contained in this Note or in any of

the related documents or to comply with or to perform any term, obilgaton, covenant or condition contained In any other agreement betwesn
Lender and Borrower, . . '

False Statements. Any warranty, representation or statement made or furnished to Lender by Borrower of on Borrower's behalf under this Note

or the related documents is laise or misleading In any material respect, either now or at the time made or furnished or becomes false or misleading
atany time thereafter. .

lnsoivency. The dissolution ar termination of Borrower's existence as a going business, the Insolvency of Borrower, the appointment ota receiver
for any pan of Borrower's propaity, any asslgnment for the benefit of creditors, any type of creditor workout, or the commencement of any
proceeding under any bankruptcy or insolvency laws by or against Borrower, :

Credltor or Forfelture Proceedings. Commencement of foroclbsure or forfeiture proceedings, whether by Judiclal procesding, self-help,

repossession or any other method, by any creditor of Borrower or by any govemmental agency sgainst any collateral securing the loan. This
includes a garnishmant of any of Borrower's accounts, Including daposit accounts, with Lender, However, this Event of Default shall not apply it
there Is a good failh dispute by Borrower as 10 the validity or reasonableness of the clalm which Is the basls of the creditor or fortelture proceeding
and It Borrower gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender monies or a suraty bond for the

credilor or forfelture proceeiing, in an amount determined by Lender, In fis sole discretion, as being an adequate reserve or bond for the dispute.

Events Aflecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of the Indebtednesg or any Guarantor dies
or becomes incompstent, or revokes or disputes the validity of, or liability under, any guaranty of the Indabledness evidenced by this Note. In the
gvent of a death, Lender, at'its option, rmay, but shall not be required to, permit the Guarantor's estats'to assume unconditionally the obligations
arlsing under tho guaranty in a manner satisfactory 10 Lender, and, In daing so, cure any Event of Dofault, '

,' Change In"Dwnership. Ary changa In ownership of twenty-five percent (25%) or more of the cornmon stock of Borrower. o

Adverse Change. A materlal adverse change occurs In Barrowsr's financlal condltion, or Lender belleves the progpect of paymert or
psriormance of this Note Is Impaired.

{insecurlty. Lender in good falth bellaves ltself Insecure.

Cure Provislons. 1 any default, ojher than a delault in paymaent is curable and If Borrower has not besn given a notice of & breach of the same
pravision of this Note within the preceding twelve (12) months, it may be cured (and no event of dafault wiif havs occurred] if Borrower, after
feceiving written natice from Lender demanding cure of such default: (1) cures the default within ten (10) days; or (2} I the cure 1equires mors

- than ten {10) days, Immediately initiates stops which Lender desms In Lender's sole discretion to be sufficient to cure the default and thereafier
continues and completes all reasonable and necessary steps suffliclent to produce compllance as soon as reagonably practical,

LENDER'S RIGHTS. Upon default, Lender may declare the entire unpald principal balance on this Note and afl accrued unpaki interast immadiately
dus, and then Borrower will pay that amount,

ATTORNEYS' FEES; EXPENSES. Lender may hiro of pay somechae else 1o help collect this Note if Borrower does not pay. Borrower will pay Lender
that Bmount. This includes, subject to any limits under applicable Jaw, Lender's reasonable altorneys’ fees and Lender's legal expenses, whether or not
there is 8 lawsull, Including reasonable atiorneys® fees, expenges for bankrupicy proceedinga (Including efforts to modify or vacaie any aulomatic stay
of injunction), and appeals, !f not prohibited by applicable law, Borrower also will pay any court costs, in addition to all other sums provided by law.

JURY WAIVER. Lender and Borrower hereby walve the right to any Jury trlal In any action, proceading, or counterciaim brought by either
Lender or Borrower against the other.

CHOICE OF VENUE, If there is a lawsull. Borrower agrees upon Lehder's request to submit o the jurisdiction of the courts of Washinglon County,
State of Minnesola.

DISHONORED ITEM FEE. Borrower will pay a feo to Lender ot $20.00 If Borrower makes a payment on Borrower's loan and the check or
preauthorized charge with which Borrower pays is later dishonored,

RIGHT OF SETOFF. To the extert pennitted by applicable Jaw, Lender reserves a right of setotf in all Borrower's accounts with Lender (whether
checking, savings, or some other account). This includes all accounts Borrower holds jointly v_vm] somaane els?‘ and g!l Aaccou?}_s._qu(ow‘or may opgrlﬁ!r'\
the future, '’ vevel, X .. .., notinclude any IRA or Keooh aceotnts - - B ‘
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“GENERAL PROVISIONS. This Note Is payabls on dormand. Th

\ .
authorizes Lender, to the extent permitted by applicable law, to.charge or setcff alt sums owing on the Indebtednass agalinst any and all such accounts,

and, at Lehder's option, to administratlvely freeze all such accounts {v allow Lender to protect Lender's charge and seloff rights provided in thig
paragraph.

COLLATERAL. Borrower acknowledges ihis Mote Is aecured by ALL BUSINESS ASSETS, 1882 MERCEDES, AND\ A MORTQAGE ON PERSONAL
RESIDENCE LOCATED AT 701 MARKGRAFS LAKE DRIVE WOODRBURY, MN , ’

ARBITRATION. Borrower and Lender agree that all disputes, claims and controversies between them whether individual, Joint, or class in
naturs, arlsing from this Note or otherwise, including without limitatian contract and tort disputes, ahall be arbifrated pursuant {o the Rules of
the American Arbitration Association In elfect at the time the claim |s flied, upon request of elther party. No act to take or.dispose of any
collateral securing this Note shall constitute a waiver af this arbitration agreement or be prohiblted by this arbitration, agresment. This
Includes, without limNatlon, obtalning Injunctive rollef or a temporary restraining order; Invoking a power of sale under any deed of lrust or
mortgage; abtaining a writ of attachment or Imposition of = recelver; or exercising any rights relating to personal property, Including taking or
disposing of such property with or without judiclal process pursuant to Article 9 of the Uniform Commerclal Code. Any disputes, clalms, or
controversios concerning the lawfulness or reasonableness of any act, or exercise of any right, concerning any collateral securing this Note,
Including any clsim 1o rescind, reform, or otherwlse modlfy any agreemont relating to the collateral securing this Note, shali algo be arbitrated,
provided however that no arbitrator shall have the right or the power to enjoin or restrain any act of any party. Judgment upon any sward
rendered by any arbltrator may be entered In any court having Jurlsdiction. Nothing in this Note shall preclude any parly from seeking
equitable rellef from a court of compoetont Juriadiction. The statute of Iimitations, estoppel, walver, laches, and simllar doctrines which would
otherwlse be applicable In an action brought by a party shall be applicabla In any arbitration proceeding, and the commencement of an
arbllratlon proceeding shall be deemed the commencoment of an actlon for these purposes. The Federal Arbltratlon Act shall apply 1o the

construction; Interpretation, and enforcement of this arbitration provislon,

SUCCESSOR INTERESTS. The tarms of this Note shall ba binding upon Borrower,
and asslgns, and shall Inure to the benefit of Lendsr and Its successors and assigns,

NOTIFY US OF INACCURATE INFORMATION WE REPORT TO CONSUMER REPORTING AGENCIES. Please notify us it we report any Inaccurale

Information about your account(s) to a consuimer reporling agency. Your written notice describing the speciflc Inaccuracy(les) should be sent to us at
the following address: Washington County Bank, N.A. 990 Helena Ave. N. Oakdale, MN 55128

and upon Borrower's heirs, parsonal representatives, succassors

e incluslon of specific default provisions or rights of Lender shall not preclude Lende!'s
1lght to declare payment of this Noto on its demand. Lender may delay or lorgo enloreing any of its righls or remedles under this Note without losing
them. Borrower and any other person who signs, guarantees or endorses this Nolg, to the extant allowed by faw, walve presentment, demand for
payment, and notlcs of dishenor. Upon any change In the terms of thls Note, and unless atherwise expressly stated In writing, no party who signs this
Mote, whether as maker, guarantor, accommodation maker or shdorser, shall be released from liability. Al such parties agree that Lender Ingy renew
or extend (rapeatpdly and for any length of time) this loan or release any party or guarantor or collateral; or Impalr, fall to reslize upon or perfect

f or notice 1o ahyone. All such
SECTION DISCLOSURE. This loan Is made under Minngsota Statutes, Sectlon 47.69.

PRIOR TO SIGNING THIS NOTE, BORROWER READ AND UNDER‘STOOD ALL THE PROVISIONS OF THIS NOTE, INCLUDING THE VARIABLE
INTEREST RATE PROVISIONS. BORROWER AGREES T0 THE TERMS OF THE NOTE.

BORROWER ACKNOWLEDGES RECEIPT OF A COMPLETED COPY OF THIS PROMISSORY NOTE.

BORROWER:

FABULOUS FLOORS,

\~

BA FAB FLOORS

X -
By:_ N\ g~ 4 By: -
Andrev M. Cheaney, Prosident of Fabulous Floors, : Jeanpe' I Smith, Vice President of Fablulous Floors,—
Inc. dba Fab Floors lntﬁoba Fab Fioors

\
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‘ WASHINGTON COUNTY Offlce of the
County Recorder
Receipt No:69756 Date. 07/25/2001 . Washingmn cnumy' ik
Registration tax hereon of  $128.00 Paid )
MN Conservation Fund M.S. 473H 35.00 Paid Sertfied fied andfor recorded on:
Molly F. O'Rourke, Auditor by JBiedler 2001/09/05 12:44:00 PM
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MORTGAGE

RECORDATION REQUESTED BY:

WHEN RECORDED MAIL TO:
Hecording Requested by &
When Recorded Return To:

US Recordings, Inc.
2926 Country Drive Ste 201
St. Paul, MN 55117

SEND TAX NOTICES TO:

Jeanne L. Smith . .
701 Markgrafs Lake Drive

¢
Woodbury, MN 55129 /’ /) D[ 7;’,7;} ,;L\ ‘C? L0
# e

MAXIMUM LIEN.  NOTWITHSTANDING ANYTHING TO THE CONTRARY HEREIN, THE MAXIMUM

INDEBTE_DNESS SECURED BY THIS MORTGAGE IS $60,000.00.

THIS MOHTGAGE dated July 5, 2001, Is made and executed between Jeanne L. Smith; a single person

(referred 1o below as "Grantor") and Washington County Bank, N.A., whose address is 990 Helena Ave. N
Oakdale, MN 55128 (referred to below as "Lender").

GRANT OF MORTGAGE. For valuable consideratlon, Grantor mongages and conveys {o Lender all of Grantor’s right, title, and interest in and
to the following described real property, logethet wihh all exisling or subsequently erected or affixed buildings, improvements and fixtures: all
sasemenhts, Iights of way, and appurtenances; all walor, walter rights, watercourses and ditch rights (including stock In utlliles with ditch or
irfigation rights); and all other riyhts, royalties, and profits relating to ths real property, including without limitatlon all minerals, oil, gas, gaothermal
and similar matters, (the “Real Property") located in WASHING'IPON County, State of Minnesota:

LOT 3, BLOCK 1, CIC 89, MARKGRAFS LAKE COURT AND CLUBS 2ND 7599 3

The Real Properly or ils address |Is commonly known as 701 MARKGRAFS LAKE OR, WOODBURY, MN
55129.. The Real Properly tax identification number Is 02 028 21 32 0170 .

Grantor presently assigns to Lender all of Grantor's right, title, and interest In and to all Present and tuture leases of the Property and all Rents
fromithe Property. In addition, Graritor grants 1o Lender a Uniform Commercial Code security interest in the Personal Property and Rents.

THIS MORTGAGE, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND PERSONAL
PROPERTY, IS GIVEN TQ SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B) PERFORMANCE OF ANY: AND ALL OBLIGATIONS
UNDER THE NOTE AND THIS MORTGAGE. THIS MORTGAGE IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

GRANTOR'S WAIVERS. Grantor waives all rights or defensas arising by reason of any "one action” or "anti-deficiency” law, or any other law
which may prevent Lender from bringing any action against Grantor, including a clalm for deficiency to the extent Lender Is otherwise entitled to a

clairn for deficiency, before or after Lender's commencement or completion of any foreciosure action, either Judicially or by exercise of a power of
sale. .

\

ty

GRANTOR’'S REPRESENTATIONS AND WARRANTIES. Grantor warrants that: (a) this Mongage Is executed at Borrower's request and not at
the request of Lender; (b) Grantor has the full power, right, and authority to enter Into this Morigage ana to hypothecate the Propeny; (c) the
provislans of this Morigage do not conflict with, or result in a default under any agreament or othor instrument binding upon Grantor any do not
result In a violation of any law, regulation, court decros or order applicable to Grantor; (J) Grantor has established adeqguate muans of obtaining
from Borrower on a continulng basls information about Borrowar's financlal condition; and (e) Lender has made no representation lo Grantor
about Borrower (including without limitation the creditworthiness of Borrowsr),

PAYMENT AND PERFORMANCE. Excopt as otherwise provided in this Merigage, Borrower shall pay to Lender all Indebtedness secured by this
Morgage as it becomes due, and Borrower and Grantor shall strictly perform all Borrower's and Grantor's obligations under this Mortgage.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Borrower and Grantor agree that Borrower's and Granlor's possession and use of the
Property shall be governed by the following provisions;

Possession and Use. Until the oocurrence of an Event of Default, Grantor may (1) remain In possession and control of the Property; {2
use, operato of manage the Property: and (3) collect the Rents from the Propeny.

Duty to Maintain. Grantor shall maintaln the Property in tenantable condition and promplly perdorm all repalrs, replacements, and
maintenance necessary o preserve its value.

Compliance With Environmental Laws. Granlor represents and warrants to Lender that: (1) During the period of Grantor's owneiship of
the Property, there hes been no use, generation, manufacturg, slorage, treatment, disposal, release or threatened release of any Hazardous
Substance by any person on, under, about or from the Proparty; (2) ‘Grantor has no knowledge of, or reason to believe that there has been,
sxcept as previously disclosed to and acknowledged by Lender in writing, (a) any breach or violation of any Environmental Laws, (b) any
use, generation, manufacture, siorago, trealment, disposal, release or threatened release of any Hazardous Substance on, undsr, sbout or
from the Properly by any prior owners or occupants of the Property, or (c) any actual or threatened Migation or claims of any kind by any
person relating to such matters; and (3) Except as praviously disclosed to and acknowlsdged by Lender in writing, {a) neither Grantor nor
any tenant, contractor, agent or other authorized user of the Property shall use, generate, manufacture, store, trea!, dispose of of relsase any
Hazardous Subslance on, under, about or trom the Propetty, and (b) any such activity shall be conducted In compliance with all applicable
federal, state, and local laws, regulations and ordinances, Including without limitation all Eavironmental Laws. Grantor authonzes Lender and
(ts agents o enter upon the Property to make such Inspactions and tests, at Grantor's expense, as Lender may deem appropriate to
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i to maintain Existing Indebteriness in good standing ds required below, or to discharge or pay when due any amounts Grantor is
?ebc:,glar‘gg% tziigcer‘r'arge of pay L?nder this Mortgagogor any Rela\gd Documnents, Lender on.Grantor’s behalt may (bgt s.hall not be obligated o) takz
any action that Lender deems appropriate, including but not limited to discharging or paying all tax.os,'ll_ens, gecurity interests, encumbrances an
other clalms, at any time levied or placed on the Propstty and paying all costs for insuring, maintaining and preserving the Propeny. All such
expenditures incurred or pald by Lender for such purposes will then bear interest at the rate charged under the Note from lhe' date mcurfed or
pald by Lender to the date of repayment by Grantor, All such expenses will buecome a part of the Indebtadness and, at Lender's option, will (A)
be payable on demand; (B) be added 10 the balance of the Note and be apportioned among and be payable with any installment payments to
become due during either (1) the lerm of any applicable insurance policy; or (2) the remalning turm of the MNote; or (C) be xrgawg as a balloop
payment which will be due and payable at the Note's maturlty. The Mortgage also will secure payment of these amounts. Such right shall be in
addition 1o all other righls and remedies to which Lender may be enttled upon Defautt.

WARRANTY; DEFENSE OF TITLE. The fallowing provisions relating 1o awnership of the Property are a part of this Mortgage:

Titte, Qrantor warrants that: (a) Grantor holds good and marketable title of record to the Property In foe simple, free and clear of all Iigna
and encumbrances other than those set forth In the Real Property description o in the Exlstng Indebtedness section below or In any title
insurance pollcy, title report, or final title opinion issued In favor of, and acceptsd by, Lender in connection with thls Mortgage, and (b)
Grantor has the full right, power, and authority to execute and deliver this Mortgage 1o Lender.

- Defense of Title. Subject to the exception In the paragraph abave, Grantor warrants and wil forever defend the title to the Property against
the lawiu! claims of all persons. In the event any action or proceeding is commenced that questions Grantor's title or the Interest of Lender
under this Mortgage, Grantor shall defend the action at Granlor's expense. Grantor may be the nominal panty In such proceeding, but
Lender shall be entitied to participate in the proceeding and to be represented in the proceoding by counsel of Londer's own cholce, and

Grantor will deliver, or cause to be delivered, to Lender such Instruments as Lender may request from time to time 1o permit such
participation, :

Compliance With Laws. Grantor warrants that the Property and Granlor's use of the Property complies with all existing applicable laws,
ordinances, and regulations of governmental authorities.

Survival of Representations and Warrantles. All representations, warranties, and agréeements made by Grantor in this Morigage shall

survive the axecution and delivery of this Mortgage, shall ba continuing in nature, and shall remaln in full force and effect until such time as
Borrower's Indebtedness shall be pald In full,

EXISTING INDEBTEDNESS. The following provisions concerning Exlsting Indebtedness are a pan of this Mortgage:

Exlsting Lien. The llen of this Mortgage securing the Indebtedness may be secondary and inferior to an existing l'en. Grantor expressly
covenants and agrees 1o pay, or see to the payment of, the Existing Indebledness and to prevent any default on such indebtedness, any
default under the Instruments evidencing such Indebtedness, or any default under any secunty documents for such indebtedness.

No Moditication. Grantor shall not enter inlo ary agreement with the holder of any mortgage, deed of trust, or cther security agreement
which has priority over this Mortgage by which that agreermient is modified, amended, extended, or renewed without the prior written consent

of Lender. Grantor shall noither request nor accept any fulure advances under any such security agreement without the prior written consent
of Lender.

CONDEMNATION, The following provisions refating to condemnation proceedings are a part of this Morigage:

Proceedings. If any proceeding in condemnation Is flled, Grantor shall promptly notify Lender in writing,
such steps as may be necessary to deford the action and obtain the award. Grantor may be the nomin
Lender shall be enttied to particlpate In the proceeding and 1o be rapresented in the proceeding by counse

will dellver or cause to be delivered to Lender such instruments and documentation.as may be regueste
pormit such participation.

Application of Net Proceeds. If all or any part of the Properfy is condernned by erinent domarn proceedings or by any proceeding or
purchase in lieu of condemnation, Lender may at its election require that all or any portion of the net proceeds of the award be applied 1o the

Indebtedness or the repalr or restoration of the Property. The net proceeds of the award shall mean the award afier payment of all
reasonable costs, expenses, and attorneys' fees Incurred by Lender in connection with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. Tha following provisions refating to goverhmental taxes,

and Grantor shalt promptly take
al party in such proceeding, but
1 of ts own cholce, and Grantor
d by Lender from time 1o time to

tees and charges are a part of this Morigage:

Curront Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such documents in addition to this Mongage and take
whatever other action is requested by Lender to pertect and continus Lender's lien on the Real Property. Grantor shall relmburse Lender lor
all taxes, as described below, together with all expenses incurred in recording, perfecting or continGing this Mortgage, including without
hmitation all taxes, foes, documentary stamps, and other charges lor recording or registering this Mongage.

Taxes. The following shall constitute 1axes 1o which this section appliles:
of the Indebtedness secured by this Mortgage: (2) a specific tax on
payments on the Indebtedness secured by this type of Morigage;

holder of the Note; and (4) a specific tax on ail ¢r any portion
Borrower.

{1) @ specific tax upon this typs of Mortgage or upon all or any pan
Borrower which Borrower is authorized or required to deduct from
(3) a tax on this type of Monigage chargeable against the Lender or the
of the Indebtedness or on payments of principal -and interest made by

Subsequent Taxcs. If any tax to which this sectlon appliss i3 enacted subsequent to the date of this Mortgage, this evant shall have the
same effect as an Event of Default, and Lender may exercise any or all of lts available remedies for an Event of Default as provided below
unless Grantor either (1) pays the tax before it becomss delinquent, or (2) contests the lax as provided above in the Taxes and Llens
saction and deposits with Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Mortgage as a security agreement are a part of
this Mortgage: :

Sccurlly Agreement. This instrument shall constitute a Security Agreement 1o the extent any of the Property constilutes fixtures, and Lender
shall have all of the rights of a securey party under the Uniform Commiercial Code as amended from time to time.

Securlty Interest. Upon reguest by Lencer, Grantor shall exscute tinancing statoments and take whalever othor action Is requested by
Lender to perfect and contlnuo Lender's security interest [n the Rents and Parsonal Property. In addition to recording this Morigage in the
renl property records, Lendor may, at any time and without further authorlzation from Grantor, file executed counterparts, copies or
feproductions of this Mongage as a financing statement, Grantor shall reirburse Lender for all expenses incurred in perfecting or continuing
this securlty interest.  Upon default, Grantor shall not remove, sever or detach the Parsonal Property from the Property. Upon defautt,
Grantor shall assemble any Personal Property not affixed to the Property in & manner and at a place reasonably convenient 1o Grantor and
Lender and make it available to Lender within (hree (3) days after receipt of written demand from Lender to the exiont permitted by
appilcabie law,

Addresses. The mailing addresses of Grantor (debtor) and Lender (

granted by this Morigage may be obtaingd (each as required by th
Morigags.

FURTHER ASSURANCES:; ATTORNEYJN-FACT.
Mortgage:

secured party) from which information concerning the securtly intorest
e Uniform Commorcial Code) are as stated on the first page of this

The follawlng provislons relating to tunher assurances and attorney-in-fact are a part of this

Furlher Assurances. Atany time, and trom time to tme, upon request of Lender, Grantor will make, axecute and deliver, or will cause io be
made, executed or delivered, to Lender or to Lender's designes, and when roquested by Lender, cause to be filed. recorded, reffied, or

rerecorded, as the case may bs, at such tlmes and in such offices and places as Lender may deem appropriate, any and all such mongages,
deeds of trust, security deeds, security agreements, financing staternents, continuation statements, instruments of further assurance.
certificates, and other docunents as may, in the sole apinion of Lender, be necessary ¢r desirable in order to affectuate, gomplets, perfect,
cortinue, or preserve {1) Borrowar's and Grantor's obligations under the Note, this Morlgags, and the Related Docurnents, and {2} 1the
llens and security interests created by this Mortgage on the Property, whether now owned or hereafter acquired by Grantor. Unless
prohibited by law or Lender agrees 1o the contrary in writing, Grantor shall remburse Lender for all costs and expenses Incurred in
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at least tan (10) days before the time of the sale or disposition.

edies. Election by Lender to pursue any remedy shall not exclude pursuit ol any other remedy, and an election 1o make
51?2:3&?;5“330 take action 10 .:Jyerlorm an ogligation o¥ Grantor under thls Mortgage, afler Grantor's failure to perform, shall not 'atfeci
Londer's right 10 declare a default and exerclse Nts remedies. Nothing under this Mortgage or otherwlf_se.shan be g,‘onstrus;d 30 as to limit or
restrict the rights and remedies avallable to Lender following an Event of Default, or In any way to limit or restrict the rights and abllity of
Lender to procesd ditectly against Grantor and/or Burrower and/or sgainst any other co-maker, guarantor, surety or endorser and/or to
proceed against any other collateral directly or Indirectly securing the indebtedness.

Attorneys’ Fees; Expenses. If Lender Institutes any suit or action to enforce any of the terms of this Mortgage, Lender shall be entitled to
recover such sum as the court may adjudge reasonable as attorneys’ fees at trlal and upon any appeal. Whether or not any court actlon Is
involved, and to the extent not prohiblted Ly law, all reasonable expenses Lender Incurs that in Lender's opinion are necessary at any time
for the protection of its Interest or the enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bgar
interest at the Note rate from the date of the expenditure untll repald. Expenses covered by this paragraph include, without hmnattor}.
however subject 1o any limits under applicable law, Lendar's reasonable atlorneys’ fees and Lender's legal expenses, whether or not thero is
a lawsuil, including reasonable attorneys’ fees and expenses for bankruptcy proceedings (Including efforts to modily or vacate any automatle
slay or injunction), appeals, and any anticipated post-judgment collection services, the cost of searching records, obtalning title reports
. (including foreclosure reports), surveyors' reponts, ard appralsal fees and titie insurance, 1o the extent permitted by applicable law. Grantor
also will pay any court costs, in addition to all other sums provided by law. .

NOTICES. Any notice required to be glven under this Mortgage, Including without limitation any rotice of defaull and any notice of sale shall be
given in wriing, and shall be effective when actually dellvered, when actually received by telefacsimlle (unless otherwise required by law), when
deposited with a nationally recognized avernight courler, or, it mailed, when deposited In the Unhad States mail, as first class, certified or
regisierad mail postage prepaid, directed 1o the aduresses shown near the beginning of this Morigage. Al copies of notices of foreclosure from
the tiolder of any lien which has priority over this Mortgage shall be sent to Lendsr's address, as shown near the beginning of this Mortgage. Any
party may change its address for notices under this Mortgage by giving format written notlce to the other parties, specifying that the purpose of the
notice i to change the party's address. For notice purposes, Grantor agress 10 keep Lender informed at all times of Grantor's current address.

Unless otherwise provided or required by luw, if there is more than one Grantor, any notice given by Lender to any Qrantor is deemed 10 be
notice given to all Grantors.

MISCELLANEOUS PROVISIONS. The following miscellaneous pravisions are a part of this Morigage:

Amendments. This Morigags, logether with any Rulated Documents, constitutes the entire understanding and agreement of the parties as to
the malters set forth in this Mangage. No alteration of or amendment o thls Mortgage shall be slfective unless given in writing and signed by
the party or parties sought to be charged or bound by the alteration or amendment,

Annual Reports. |f the Property is used for purposes other than Grantor's residence, Grantor shall furnish 10 Lender, upon request, a
certified staternent of net operating Income received from the Property during Grantor's previous fiscal year in such form and detail as Lender

shall require. "Net operating Income” shall mean all cash receipts from the Property less all cash expenditures made in connection with the
operation of the Property.

Arbltration. Borrower and Grantor and Lender agree that all dispules, claims and controversies between them whether Indlvidual,
JoInt, or class in nature, arising from thls Mortgage or otherwise, including without limltation contract and tort disputes, shall be
arbitrated pursuant to the Rules of the American Arbitration Association in effect at the time tho clalm ls fited, upon request of cither
party. No act to take or dispose of any Property shall constitute a walver of this arbitration agreement or be prohibited by this
arbliratlon agreement. This includes, without limlitation, obtalning Injunctive relief or a temporary restralning order; Invoking a
power of sale under-any deed of trust or mortgage; obtaining a writ of attachment or Imposition of a recalver; or exerclsing any
rights relating to personal property, Including taking or disposing of such property with or without judicial process pursuant to
Article 9 of the Uniform Commercial Codr. Any disputes, clalms, or cantroversies concerning the lawfulness or recasonableness of
any act, or exercise of any right, concerning any Property, Including any claim to rescind, reform, or otherwise modify any
agrecment relating to the Property, shall also be arbitraled, provided however that no arbitrator shall have the right or the power to
cnjoin or restraln any act of any party. Judgment upon any award rendered by any arbitrator may be entered in any court having
Jurlsdiction. Nothing In this Mortgage shall preclude any party from seeking equitable refief from a court of competent Jurisdictlon,
The statute of limitatlons, estoppel, waiver, faches, and similar doctrines which would otherwlse be applicable In an action brought
by a party shall bo applicabla In any arbitration proceeding, and the commoncemaent ot an arbitration proceeding shall be deemed

the commencement of an action for these purposes. The Foderal Arbltration Act shall apply to the construction, interpretation, and
enforcemant of this arbitration provision.

Captlon Headlngs. Caption headings in this Morigage are for convenience purposes only and are not to be used to Interpret or define the
provisions of this Mortgage. :

Grantor's Copy of Documents. Lender agrees 1o provide Grantor with a conformed copy of both the Note and this Morigage at the time
they are executed or within a reasonable time after request,

Choice of Venue. It there is a lawsult, Grantor ayrevs upon Lender's request to submit o the Jurisdiction of the couns of Washington
County, State of Minnesota. ,

Joint and Several Liabllity. All obligations of Borrower and Grantor under this Morigage shall be Joint and several, and all references 1o
Granler shall mean each and every Grantor, and all references to Borrower shall mean each and every Borrower. This means that each
Borrower and Grantor signing below is responsible for all abligations in this Mortgage.

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Mortgage unless such wailver Is given In wrlting
and signed by Lender. No defay or omission on the pan of Lender in exercising any right shali operate as a walver of such right or any other
right. A waiver by Lender of a provision of this Mongage shall not prejudice or constitute a waivar of Lender's tight otherwise 10 demand
strict compliance with that provislon or any other provigion of this Morigage. No prior walver by Lender, nor any course of dealing bétween
Lender and Grantor, shall constitute a waiver of any of Lender's nghts or of any of Grantor's obflgatlons as to any future transactions.
Whenever the consent of Lender ig required under this Morigage, the granting of such consent by Lender in any instance shall not constitute

continuing conisent to subsequent instances where such consent Is required and In all cases such consent may be granted or withheld in the
sole discretlon of Lender,

Severability. If a court of conmpetent Jurlsdiction finds any provigion of this Morigage to be illegal, invalld, or unenforceable as to any
circumstance, that finding shall not inpke the offending provision illegal, invalld, or unenforceable as o any other circumstance, If feasible,
the offending provision shall be considered modified so that It becomes legal, valid and enforceable. If the oftending provision cannot be so
madified, It shall be considered deleted trom this Mongage. Unless atherwise required by law, the illegality, Invalldity, or unenforceabllity of
any provision of this Mortigage shall not affect the logality, validity or enforceability of any other provislon of this Mortgaga.

Merger. There shall be no merger of the interest or estate created by this Mortgage with any other Interest or estate in the Property at any
time held by or for the benefit of Lender in any capaclty, without the written consent of Lender.

Successors and Assigns. Subject to any limitations stated in this Mortgage on transter of Grantar's Interest, this Morigage shall be binding
upon andd inure to the bencfit of the parties, thelr successors and assigns. {f ownership of the Property becornes vested in a person other
than Grantor, Lender. without notice 1o Grantor, may deal with Grantor's successors with rafershce 1o this Morngage and the Indebtedness by
way of forbearance or extenslon without releasing Grantor from the obligations of this Mongaye or liability under the Indebtedness.

Time is of the Essence. Time Is of the essence in the performance of this Mortgagse.

DEFINITIONS. The following capitalized words and torms shall have-the tollowing meanings when used in this Mortgags. Unless specifically
stated {0 the contrary, all references to dollar amounts shall mean amounts in lawlul money of the United States of America. Words and terms
used in the singular shall include the plural, and the plural shall Include the singular, as the context may require. Words and 1erms not otherwise
defined in this Mortgage shall have the mearninys attributed 1o such terms in the Uniform Commarclal Code:

Borrower. The word "Borrower® means Fabulous Floors, Inc, dba Fab Floors, and all other persons and entties signing the Note In
whatever capaclty.
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INDIVIDUAL ACKNOWLEDGMENT
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On this day betore me, the undersigned Notary Publlc, porsonally appeared Jeanne L. Smith, a single person, to me known 10 be the Individual

described In and who executed the Mongage, and acknowledged that he or she signed the Mortgage as his or her frea and voluntary act and
deed, for the uses and purposes therein mantioned.
SNt

Given under my hand and officlal seal this

day of (‘Ju.l‘.}{ , 2001

By [‘)#,LL.Q éﬂ: PPN T, Reslding at 2&&5 ;!;'t'.[,‘('w F)]\f(gfs .

Notary Public in and for the éxate oo Winnesoitea My commiasion expires &[M 3. 005
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