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ASSIGNMENT OF RENTS

Reference # (if apphcable) _ Additional on page __
Grantor(s): .

1. Barone , John .

2. Barone , Melody .=

Grantee(s) S
1. Horizon Bank

Legal Description: a ptn of SE.* ofNE ’, 20-34-4 E W.M. Additional on page 2
Assessor's Tax Parcel ID#: 3420420';0-1]0-0{_:)06

THIS ASSIGNMENT OF RENTS dated ‘June 23, 2004, is made and executed between John
Barone and Melody Barone; husband and wife (referred to below as "Grantor") and Horizon
Bank, whose mailing address is 2211 ‘Rimland Drive, Suite 230, Bellingham, WA 98226

(referred to below as "Lender").
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.;ASSIGNMENT For valuable consideration, Grantor hereby assigns, grants a continuing
secuirity interest in, and conveys to Lender all of Grantor’s right, title, and interest in and to
the Rents from the following described Property located In Skagit County, State of
Washmgton. :

The North 1 00 feet of the South 335 feet of the following deseribed tract:

The Wes_t- 132 feet of the South 660 feet of the Southeast of the Northeast of Section
20, Township. = .

34 North, Range 4 East W.M., EXCEPT that portion lying within the boundary of Division
Street, AND -~ - -

EXCEPT the -West 35 feet thereof conveyed to the City of Mount Vernon for street
purposes, by deed: .

dated May 26, 1953 and recorded June 19, 1958, under Auditors File No, 566735.

Situate in the County of Skagit State of Washington

The Property or its address is commonly known as 124 N 18th Street, Mount Vernon, WA
98273. The Property tax ldentlftcatlon number is 340420-0-170-0006

THIS ASSIGNMENT IS GIVEN TG SECURE (1) PAYMENT OF THE INDEBTEDNESS AND (2) PERFORMANCE OF ANY
AND ALL OBLIGATIONS OF GRANTOR UNDER THE NOTE, THIS ASSIGNMENT, AND THE RELATED DOCUMENTS.
THIS ASSIGNMENT IS GIVEN AND ACCEPTED ON THE FOLLOW!NG TERMS:

PAYMENT AND PERFORMANCE. Except as otherwise. provided in this Assignment or any Related Documents, Grantor shall
pay to Lender all amounts secured by<this Assignment as they become due, and shall strictly perform all of Grantor's
obligations under this Assignment. Unless’and until Lender exercises its right to collect the Rents as provided below and so
long as there is no default under this Assignment, ‘Granfor may remain in possession and control of and operate and manage
the Property and collect the Rents, provided that the granting:of the right to collect the Rents shall not constitute Lender's
consent to the use of cash collateral in a bankruptey proceeding:

GRANTOR'S REPRESENTATIONS AND WARRANTIES.. .Grantor warrants that:

Ownership. Grantor is entitled to receive the:-'Rants free and clear of all rights, loans, liens, encumbrances, and claims
axcept as disclosed to and accepted by Lender:in writing

Right 1o Assign. Grantor has tha full right, power and aurhonty to enter into this Assignment and to assign and convey
the Rents to Lender.

No Prior Assignment. Grantor has not prevrously asmgne‘d or":oénveyed the Rents to any other person by any
instrument now in force.

No Further Transfer. Grantor will not sell, assign, encumber or otherwuse dispose of any of Grantor's rights in the
Rents except as provided in this Assignment.

LENDER’'S RIGHT TO RECEIVE AND COLLECT RENTS. Lender shall have “the right at any time, and aven though no
default shall have occurred under this Assignment, to coliect and recéive the Rems For this purpose, Lender is hereby given
and granted the following rights, powers and authority:

Notice to Tenants. Lender may send notices to any and all tenants of the Property advising them of this Assignment
and directing all Rents to be paid directly to Lender or Lender's agent

Enter the Property. Lender may enter upon and take possession of the Property, demand, collect and receive from the
tenants or from any other persons liable therefor, all of the Rents; institite and carry.on all legal procesdings necessary
for the protection of the Property, including such proceedings as may be .necessary-to recover possession of the
Property; collect the Rents and remove any tenant or tenants or other persons from the Property.

Maintain the Property. Lender may enter upon the Property to maintain the Property and keep the same in repair; to
pay the costs thereof and of all services of all employees, including their equipment, and of all continuing costs and
expenses of maintaining the Property in proper repair and condition, and also fo.pay-all taxes. assessments and water
utilities, and the premiums on fire and other insurance effected by Lender on the Property.

Compliance with Laws. Lender may do any and all things to execute and comply ‘with the Iaws of the State of
Washington and also all other laws, rules, orders, ordinances and requirements of aII other governmental agencies
affecting the Property.

Lease the Property. Lender may rent or lease the whole or any part ¢f the Property for Such term or terms and on such
conditions as Lender may deem appropriate.

Employ Agents. Lender may engage such agent or agents as Lender may deem approprrate, elther in. Lenders name
or in Grantor's name, to rent and manage the Property, including the collection and application of Flents

Other Acts. Lender may do all such other things and acts with respect to the Propearty as Lender. .may deem appropnate
and may act exclusively and solely in the place and stead of Grantor and to have all of the powers of Grantor for lhe
purposes stated above.

No Hequirement to Act. Lender shall not be required to do any of the foregolng acts or things, and the fact that Lender
shalt have performed one or mare of the foregoing acts or things shall not require Lender to do any other specrflc ac’t of
thing.

APPLICATION OF RENTS. All costs and expenses incurred by Lender in connection with the Property shall be for Grantors g
account and Lender may pay such costs and expenses from the Rents. Lender, In its sole discretion, shall determing the: .
application of any and all Rents received by it; however, any such Rents received by Lender which are not applied {0 stich® *
costs and expenses shall be applied to the Indebtedness. All expenditures made by Lender under this Assignment and not - _:
reimbursed from the Rents shall become a part of the Indebtedness secured by this Assignment, and shall be payable on;
demand, with interest at the Note rate from date of expenditure until paid.

FULL PERFORMANCE. If Grantor pays all of the Indebtedness when due and otherwise performs all the obligatibns"
imposed upon Grantor under this Assignment, the Note, and the Related Documents, Lender shall executs and deliver to

Grantor a suitable satisfaction of this Assignment ang suitable statgents of termination of any financing statement on file
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“ e@rdencrnglenders security interest in the Rents and the Property. Any termination fee required by law shall be paid by
:Grantor. if permrtted by applicable law.

-K_LENDER'S EXPEND!TUFIES If any action or proceeding is commenced that would materially affect Lender's interest in the
Propetty or if Grantor fails to comply with any provision of this Assignment or any Related Documents, including but not
limited to Grantdrs failure to discharge or pay when due any amounts Grantor is required to discharge or pay under this
Assignment or any.Related Documents, Lender on Grantor's bshalf may (but shall not be obligated to) take any action that
Lender:desms _appropriate, including but not limited to discharging or paying all taxes, liens, security interests, encumbrances
and other claims, at any time levied or placed on the Rents or the Property and paying all costs for insuring, maintaining and
preserving the-Property. All such expenditures incurred or paid by Lender for such purposes will then bear interest at the rate
charged under the Note from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses will
become a part'of the Indebtedness and, at Lender's option, will (A) be payable on demand; {B) be added to the balance of
the Note and be apportioned among and be payable with any installment payments to becoms due during either (1) the
term of any applicable:insurance policy; or (2) the remaining term of the Note; or (C) be treated as a balloon payment
which will be due and payable.at the Note’s maturity. The Assignment also will secure payment of these amounts. Such right
shall be in addition to all other r|ghts and remedies to which Lender may be entitled upon Default.

DEFAULT. Each of the fotlewmg, at Lender's option, shall constitute an Event of Default under this Assignment:
Payment Default. Grantor fails to:make any payment when due under the Indebtedness.

Other Defauits. Grantor fails ¢ comply with or to perform any other term, obligation, covenant or condition contained in
this Assignment or in any of‘the. Related Documents or to comply with or to periorm any term, obligation, covenant or
condition contained in: any- ‘other agreement between Lender and Grantor.

Default on Other Payments. . Failurs of Grantor within the fime required by this Assignment to make any payment for
taxes or insurance, or any other payment nnecessary to prevant filing of or to effect discharge of any lien.

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

False Statements. Any warranty representatron or statement made or furnished to Lender by Grantor or on Grantor's
behalf under this Assignment or thé Related Documents is false or misleading in any material respect, sither now or at
the time made or furnished or becomes false or mlsleadmg at any time thereafter.

Defective Collateralization. This Asstgnment orany of the Related Documents ceases to be in full force and effect
{including failure of any collateral document fo. create a valld and perfected security interest or lien) at any time and for
any reason. .

Death or Insolvency. The death of any Grantor the' mselvency of Grantor, the appointrnent of a receiver for any part of
Grantor's property, any assignment for the bénefit of creditors, any type of creditor workout, or the commencement of
any proceeding under any bankruptcy or mselvency {aws by or against Grantor.,

Creditor or Forfeiture Proceedings. Commencement of foreclusure or forfeiture proceedings, whether by judicial
proceedmg. salf-help, repossession or any othermethod, by any creditor of Grantor or by any governmental agency
against the Rents or any property securing the Indabtedness, This:ifcludes a gamishment of any of Grantor's accounts,
including deposit accounts, with Lender. However, this Event of Defauit shall not apply if there is a good faith dispute by
Grantor as to the validity or reasonableness of the claim which'is the:basis of the creditor or forfeiture proceeding and it
Grantor gives Lender written notice of the creditor or forfaitue, proceedlng and deposits with Lender monios or a surety
bond for the crediter or forleiture procseding, in an amount determlned by Lender, in its sole discretion, as being an
adequate reserve or bond for the dispute. ;

Property Damage or Loss. The Properly is lost, stolen, substantlally damaged sold, or borrowed against.

Events Aifecting Guarantor. Any of the preceding events occurs with respect to any guarantor, endorser, surety, or
accommodation party of any of the Indebtedness or any guarantor,’ endorser sutety, or accommodation party dies or

becomes incompetent, or revokes or disputes the validity of, or liability’ under, any Guaranty of the Indebtedness. In the

event of a death, Lender, at its optlon may, but shall not be required to, permlt the guarantor's estate to assume
unconditionally the obligations arising under the guaranty in a mannef saltsfactcry 10 Lender. and, in doing so, cure any

Event of Default.

Adverse Change. A material adverse change occurs in Grantor's ﬁnanclal condmen “or Lender believes the prospect of
payment or performance of the Indebtedness is impaired. .

Insecurity. Lender in good faith believes itself insecure.

Cure Provisions. If any defauit, other than a default in payment is curable and if Grantor has ndt been given a notice of
a breach of the same provision of this Assignment within the preceding twelve {12). manths, jt‘may be cured if Grantor,

after receiving written notice from Lerider demanding cure of such defaull: (1) cures the défault within thirty {30) days;

or (2) if the cure requires more than thirty (30) days, immediately initiates steps which:Lender deems in Lender's sole
discretion to be sufficient to cure the default and thereafter continues and comptetes all reasonable and necessary steps
sufficient to produce compliance as soon as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. Upon the occurrence of any Event of Default end at any llrne thereafter Lender
may exercise any one or more of the following rights and remedies, in addition to any other rlghts oF re,_edles provuded by
law: S

Accelerate Indebtedness. Lender shall have the right at its option without notice to Grantor Qs declare the entire
Indebtedness immediately dus and payable, including any prepayment penalty which Grantor would be requrred 1o pay.

Collect Rents. Lender shall have the right, without notice to Grantor, to take possession of the Property and collect the
Rents, including amounts past due and unpaid, and apply the net proceeds, over and above L.ender’s costs, against the
Indebtedness. In furtherance of this right, Lender shall have all the rights provided for in the Lender's Rigfit to‘Receive
and Collect Rents Section, above, If the Rents are coilected by Lender, then Grantor irrevocably desrgnates Lender-ag
Grantor's attorney-in-fact to endorse instruments received in payment thereof in the name of Grantor andio négotiate
the same and coliect the proceeds. Payments by tenants or other users to Lender in response to Lender’s. demand‘shall.-* =
satisfy the obligations for which the payments are made, whether or not any proper grounds for the demand ex;sted
Lender may exercise its rights under this subparagraph sither in parson, by agent, or through a receiver.

Appoint Recelver. Lender shall have the right to have a receiver appointed to take possession of all or any part of the |
Property, with the power to protect and preserve the Proparty, to operate the Property preceding or pending forsclosura © -
or salg, and to collect the Rents from the Property and apply the proceeds, over and above the cost of the recewershlp,
against the Indebtedness. The receiver may serve without bond if permitted by law. Lender’s right to the appointment -~
of a receiver shall exist whether or not the apparent value of the Property exceeds the Indebtedness by a substantiaf
amount. Employment by Lender shall not disqualify a person from serving as a receiver.

Other Remedles. Lender shall have all other rrgh@and romedies prowded in this Assignment or the Note or by law.
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' _El‘éé_ﬂbn of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and an
¢ o elegtion to make expenditures or 1o take action to perform an obligation of Grantor under this Assignment, after Grantor’s
~Tailyre to perform, shall not affect Lender's right to declare a default and exercise its remedies.

Aftorfieys’ Fees; Expenses. If Lender institutes any suit or action to enforce any of the terms of this Assignment,
Lender shall be entitled to recover such sum as the court may adjudge reasonable as attorneys’ fees at trial and upon
;any appeal: Whether or not any court action is involved, and to the extent nct prohibited by law, all reasonable
:expenses.Lender incurs that in Lender's opinion are necessary at any time for the prolection of its interest or the
enforgement of its’ rights shall become a part of the Indebtedness payable on demand and shall bear interest at the Note
rete_from-the.-date ‘of the expenditure until repaid. Expenses covered by this paragraph include, without limiation,
however subject tc-any limits under appiicable law, Lender's attorneys’ fees and Lender's legal expenses, whather or not
there is.& lawstit, including attoreys' fees and expenses for bankruptcy proceedings (including efforts to modify or
vacate:any autoratic:stay or injunction), appeals, and any anticipated post-judgment coflection services, the cost of
searching records; obtaining title reports (including foreclosure reports), surveyors' reports, and appraisal fees, tile
insurance, and fees fér the Trustes, 10 the extent permitted by applicable law. Grantor also will pay any court costs, in
addition to all othersums prowded by law.

MISCELLANEOUS. PFIOVISIONS The following miscellaneous provisions are a part of this Assignment:

Amendments. * This Assngnment together with any Related Documents, constitutes the entire understanding and
agreement of the parties as.to the matters set forth in this Assignment. No alteration of or amendment to this Assignment
shall be effective unless. gwen in wntmg and signed by the party or parties sought to be charged or bound by the
alteration or amendmeni - .

Caption Headings. Captlon headlngs in:this Assignment are for convenience purposes only and are not to be used to
interpret or define the prowmons of this Assignment.

Governing Law. This Assignrnent will be_governed by, construed and enforced in accordance with federal law
and the laws of the State of. Washington This Assignment has been accepted hy Lender in the State of
Washington.

Choice of Venue. If there is a Iawsu:t Grantor agrees upon Lender’s request to submit to the jurisdiction of the courts of
Whatcom County, State of Washmgton

Joint and Several Liability. Al obllgatlons of Granlor under this Assignment shall be joint and several, and all
references to Grantor shall mean each, and every Grantor This means that sach Grantor signing befow is responsibie Tor
all obligations in this Assignment. 3 ;

Merger. There shall be no merger of the |nleresl or estate created by this assignment with any other interest or estate in
the Property at any time held by or tor the benefit of L_ender in any capacity, without the written consent of Lender.

Interpretation. (1) In all cases where there is more than one Borrower or Grantor, then all words used in this
Assignment in the singular shall be deemed to have been used in the plural where the context and construction so
require. {2) If more than one person signs this Agsignment as "Grantor," the obligations of each Grantor are joint and
several. This means that if Lender brings a lawsuit,*Lender may sue any one ar more of the Grantors. If Borrower and
Grantor are not the same person, Lender need not'sue Borrower first, and that Borrower need not be joined in any
lawsuit. (3) The names given 1o paragraphs or sections in this Assignment are for convenience purposes cnly. They
are not to be used to interpret or define the provisions of this Assu.nment

No Waiver by Lender. Lender shall not be desmed to have walved any rights under this Assignment unigss such
waiver is given in writing and signed by Lender, No delayor-omission on the part of Lender in exercising any right shall
operate as a waiver of such right or any other right. A waiver by Lender of a provision of this Assignment shall not
prejudice or constitute a waivar of Lender's right otherwise to demand strict cémpliance with that provision or any other

provision of this Assignment. No prior waiver by Lender, nor any course of dealing between Lender and Grantor, shall

constitite a waiver of any of Lander's rights or of any of Grantor's obiigations as'to any future transactions. Whenever
the consent of Lender is required under this Assignment, the granting of such ¢onsent by Lender in any instance shall
not constitute continuing consent to subsequent instances where such consent is requured and in all cases such consent
may be granted or withheld in the sole discretion of Lender. :

Notices. Subject to applicable law, and except for notice required or allowed by Iaw to be given in another manner, any

notice required to be given under this Assignment shall be given in writing, arid shalt be effective when actually
delivered, when actually received by telefacsimile (unless otherwise required by law), when deposited with a nationally
recognized overnight courier, or, if malled, when deposited in the United States mail, as first class, certified or registered
mail postage prepaid, directed to the addresses shown near the beginning of this Assignment. Any party may change its
address for notices under this Assignment by giving formal written notice to the: other parties, specifying that the purpose
of the notice is to change the party’s address. For notice purposes, Grantor agrees.tc keep Lender informed at all times
of Grantor's current address. Subject to applicable law, and except for notice required.or alfowed by law to be given in

ancther manner, if there is more than one Grantor, any notice given by Lender to any Grantor |s desmed to be notice
given 1o ali Grantors. .

Powers of Attorney. The various agencies and powers of attorney conveyed on Lender under t_hls As&gnment are
granted for purposes of security and may not be ravoked by Grantor until such time as_ the same are renounced by
Lender.

Severability. If a court of competent jurisdiction finds any provision of this Assngnment' to 'be ﬂ'legal “invalid, or
unenforceable as to any person or circumstance, that finding shall not make the offending provision illégal, -invalid, or
unenforceable as to any other person or circumstance. If feasible, the offending provision shall be considered modified
s0 that it bacomes legal, valid and enforceable. If the offending provision cannot be so modified,: it shail be- tonsidered
deleted from this Assignment. Unless ctherwise required by law, the illegality, invalidity, or unenforcéability of “any
provision of this Assignment shall not affect the legality, validity or enforceability of any other: prowswn “of, thls
Assignment. o

Successors and Assigns. Subject to any limitations stated in this Assignment on transfer of Grantors mlerest thls .
Assignment shall be binding upon and inure to the benefit of the parties, their successors and assigns. I ownership of .
the Property becomes vested in a person other than Grantor, Lender, without notice to Grantor, may deal with. Grantar's | :
successors with reference to this Assignment and the Indebtedness by way of forbearance or extension W|th0ut relea‘smg
Grantor from the obligations of this Assignment or liability under the Indebtedness,

Time Is of the Essence. Time is of the essence in the performance of this Assignment,

Waive Jury. All parties to this Assignment hereby waive the right to any Jury trial in any action, proceedlng, _or )
counterclaim brought by any party against any other party.

WAIVER OF HOMESTEAD EXEMPTION. Grantor hereby releases and waives all rights and benefits of the homestead
exemption laws of the State of Washington as fo %ﬁlndebtedw by this Assignment.
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WAIVER OF RIGHT OF REDEMPTION. NOTWITHSTANDING ANY OF THE PROVISIONS TO THE CONTRARY
CONTAINED IN THIS ASSIGNMENT, GRANTOR HEREBY WAIVES ANY AND ALL RIGHTS OF REDEMPTION FROM SALE
‘UNDER _ANY-ORDER OR JUDGMENT OF FORECLOSURE ON GRANTOR'S BEHALF AND ON BEHALF OF EACH AND
“EVERY PERSON, EXCEPT JUDGMENT CREDITORS OF GRANTOR, ACQUIRING ANY INTEREST IN OR TITLE TO THE
PROPERTY SUBSEQUENT TO THE DATE OF THIS ASSIGNMENT.

DEF‘INIT IONS. The following capitalized words and terms shall have the following meanings when used in this Assignment.

Unless: specifically 'stated to the contrary, all references to dollar amounts shall mean amounts in lawful money of the United
States of Amarica. Wards and terms used in the singular shall include the plural, and the plural shall include the singular, as
the context may require. . Words and terms not otherwise defined in this Assignment shall have the meanings attributed to
such ferms in the-Uniform Commercial Code:

Assugnmem -The word "Assignment’ means this ASSIGNMENT OF RENTS, as this ASSIGNMENT OF RENTS may be
amended:-or medified from time to time, together with all exhibits and schedules attached to this ASSIGNMENT OF
RENTS from tim&to ume

Borrower. The w_ol’d ":_Borro_w.gr' means John Barone and Melody Barcne .
Default. The wdrd "bef’ault‘ rnéans the Default set forth in this Assignment in the section titled "Default”.

Event of Defailt. The words “Event of Default’ mean any of the events of default set forth in this Assignment in the
default section of this Asssgnment

Grantor. The word "Grantor" means John Barone and Melody Barone .

Guaranty. The word: "Guaranty" rneans the guaranty from guarantor, endorser, surety, or accommodation party to
Lender, including without limitation a guaranty of all or part of the Note.

Indebtedness. The word "Indebtedness" means all principal, interest, and other amounts, costs and expenses payabls
under the Note or Related ‘Documents, fogether with alf renewals of, extensions of, modifications of, consolidations of
and substitutions for the Note ot Related Documents and any amounts expended or advanced by Lender to discharge
Grantor's obligations or expenses incurred by Lender to enforce Grantor's obligations under this Assignment, together
with interest on such amounts as pro\nded in this Asmgnment

Lender. The word "Lender" means Honzon Bank |ts successors and assigns.

Note, The word "Note" means the promissory nots’ dated June 23, 2004, In the original principal amount of
$173,200.00 from Grantor 1o Lender, together with all renewals of, extensions of, modifications of, refinancings of,
consolndahons of, and substitutions for the promlssory note. or agreement,

Property. The word "Property” means all of Grantor's nght tile and interest in and to ali the Property as described in the
"Assignment” section of this Assignment. . ¢

Related Documents. The words *Related Documents" mean all promissory notes, credit agreemsnts, ioan agresments,
environmental agreements, guaranties, security “agreements, mortgages, deeds of trust, security deeds, collateral
mortgages, and all other instruments, agresments and documents whether now or hereafter existing, executed in
connection with the Indebtedness.

Rents. The word "Rants" means afl of Grantor's present and futu,re-krights, fitle and interest in, to and under any and all
present and future leases, including, without limitation, all rerits, revenue, income, issues, royalties, bonuses, accounts
receivable, cash or security deposits, advance rentals, profits and proceads from the Property, and other payments and
benefits derived or ta be derived from such leases of every Kind and natute, whether due now or later, including without

limitation Grantor’s right 1o enforce such leases and to receive and colles:t payment and proceeds thereunder.

THE UNDERSIGNED ACKNQOWLEDGES HAVING READ ALL THE PROVISIDNS OF THIS ASSIGNMENT. THIS
DOCUMENT IS EXECUTED ON JUNE 23, 2004,

GRANTOR:

INDIVIDUAL ACKNOWLEDGMENT _

STATE OF Washington )
) S5
COUNTY OF __Skagit )}

On this day before me, the undersigned Notary Public, personally appeared John Barone and Melody: B_arone.-;h_usband
and wife, personally known to me or proved to me on the basis of satisfactory evidence to be the individuals-described in

and who executed the ASSIGNMENT OF RENTS, and acknowledged that they signed the Awgnment as their frea and
voluntary act and deed, for the uses and purposes therein menticned.

CARRIE HUFFER

— STATE OF wAsHINGTOResK
Notary Public in and for the State of WL NOTARY — - — pUBLIMY mﬁm!ssion expires 12/31/ 2007

Given unU hand and official geal this Z8Th day of June 5 20 04

I B gat_Burlington

By.

MY COMMIESICH: EXPIRES 12-31-07
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