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THIS ASSIGNMENT OF RENTS dated November 18, 2009, .is made and executed between
Bradley W. Watson; a single Individual (referred to below as “Grantor") and Horizon Bank,
whose mailing address is 2211 Rimland Drive, Suite 230 Bellmgham WA 98226 (referred to
below as "Lender"). - _



ASSIGNMENT OF RENTS
(Continued) Page 2

ASE'SI'GN'ME"_NTZ__". For valuable consideration, Grantor hereby assigns, grants a continuing security
interest in; and conveys to Lender ali of Grantor's right, title, and interest in and to the Rents
from the following described Property located in Skagit County, State of Washington:

THE WEST 1/2 OF -Ti_'HE NORTHEAST 1/4 OF THE SOUTHWEST 1/4 OF THE NORTHWEST
1/4 OF SECTION 21, TOWNSHIP 35 NORTH, RANGE 3 EAST, W.M. (ALSO KNOWN AS
TRACT D, SURVEY 841"211001 1, VOLUME 6 OF SURVEYS, PAGE 26).

TOGETHER WITH AND ‘SUBJECT TO A NON-EXCLUSIVE EASEMENT FOR ROAD AND
UTILITY PURPOSES OVERAND ACROSS A STRIP OF LAND 60 FEET IN WIDTH LYING 30
FEET ON EACH SID:E :_OF THE FOLLOWING DESCRIBED CENTERLINE:

BEGINNING AT A POINT WHERE THE EAST LINE OF THE SOUTHWEST 1/4 OF THE
SOUTHWEST 1/4 OF THE NORTHWEST 1/4 INTERSECTS THE NORTH LINE OF THE
INMAN ROAD ALONG THE SOUTH. LINE THEREOQF;

THENCE NORTH 0°58'02" WEST ALONG THE EAST LINE OF SAID SUBDIVISION, AND
SAID EAST LINE EXTENDED TO A POINT 722.1 FEET NORTH OF THE SOUTHEAST
CORNER OF SAID SUBDIVISION, SAID POINT BEING THE TERMINAL POINT OF SAID LINE.

SITUATE IN COUNTY OF SKAGIT, STATE OF WASHINGTON.

The Property or its address is common"!y known as 14073 Hillwood Drive, Bow, WA 98232,
The Property tax identification number is 350321 2 003 0715 (P34584); 350321 2 003 1700
(P107471).

THIS ASSIGNMENT 1S GIVEN TO 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 FOLI.'Q_WING'_'_I'ERMS: .

PAYMENT AND PERFQRMANCE, Excent 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 iis nght 1o collect the Rents as provided
befow and so long as there is no default under this Assignment, Grantor may.-remain in possession and control of and
operate and manage the Property and collect the Rents, provided that the granting ofthe-right to coltect the Rents shall
not constitute Lender's consent to the use of cash collateral in a bankruptcy proceedmg

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

Qwoership. Grantor is entitled to receive the Rents free and clear of alt nghts \oans hens encumbrances, and
claims except as disclosed to and accepted by Lender in writing. :

Right to Assign, Grantor has the full right, power and authority to enter mto thlS ASS|gnment and to assign and
convey the Rents to Lender. .

No Prior Assignment. Grantor has not previously assigned or conveyed the Rents to. any other person by any
instrurnent now in force. -

No Further Transfer. Grantor will not sell, assign, encumber, ar otherwise dispose of any of Grantor s ﬂghts 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 even though no
default shall have occurred under this Assignment, to collect and receive the Rents. For this purposa Lender is hereby
given and grantad the following rights, powers and authority: 3

Notice to Tenmants. Lender may send notices to any and all tenants of the Property adwsmg them of lhls :

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 feceive from o
the tenants or from any other persens liable thersfor, all of the Rents; institute and carry on all legal proceedmgs L
necessary for the protection of the Property, mcludmg such proceedings as may be necessary to -fecover’
possession of the Property; collect the Rents and remove any tenant or tenants or other persons from the Property o
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" ‘Maintain the Property. Lender may enter upon the Property ta 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 alf continuing costs
and expenses-Of maintaining the Property in proper repair and condition, and also to pay all taxes, assessments and
wiater utilities, d@nd the premiums on fire and other insurance effected by Lender on the Property.

Comp_lié'r_lc’e with Laws. Lender may do any and all things to execute and comply with the faws of the State of
Washinglon and-alsg_all.other laws, rules, orders, ordinances and requirements of all other governmental agencies
affacting the Propeny,

Lease the Prqpé'r_tyk Lender'may rent or lease the whaole or any part of the Property for such term or terms and on
such conditions as Lender may. deem approptiate.

Employ Agents. Lender_._ rhiay: éngage such agent or agents as Lender may deem appropriate, either in Lender's
name or in Grantor's name; o rent and manage the Property, including the collection and application of Rents.

Other Acts. Lender m’éy;d'o aﬂ"‘suéh:_ other things and acts with respect to the Property as Lender may deem
appropriate and may act/exciusively .and solely in the place and stead of Grantor and to have ail of the powers of
Grantor for the purposes: stated abov_e__.

No Requirement to Act. Lender _sha'rl'_noi___be required to do any of the foregoing acts or things, and the fact that
Lender shall have performed-ene’ or.shiore of the foregoing acts or things shall not require Lender to do any other
specific act or thing. A

APPLICATION OF RENTS. All costs and. expénses incurred by Lender in connection with the Property shall be for
Grantor's account and Lender may pay. such-gosis and expenses from the Rents. Lender, in its sole discretion, shall
determine the application of any and all Rents recsived by it, however, any such Rents received by Lender which are
not applied to such costs and expenses shall be .applied-tethe Indebtedness. All expenditures made by Lender under
this Assignment and not reimbursed from-the Rents shal! become a part of the Indebtedness secured by this
Assignment, and shalf be payable on demand, Wwith intefest 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 obligations
imposed upon Grantor under this Assignment, the Note, and the Related Documents, Lender shall execute and deliver to
Grantor a suitable satisfaction of this Assignment and suitable staterients of termination of any financing statement an
file evidencing Lender's security interest in the Rents and the Property:. Any termination fee required by law shall be
paid by Grantor, if permitted by applicable law, ST

LENDER'S EXPENDITURES. If any action or proceeding is cormmenced. that would matarially affect Lender's interest in
the Property or if Grantor fails to comply with any provision of this Assignment or any Related Documents, including but
not limited to Grantor's failure to discharge of pay when due any amounis-Granter is required o discharge or pay under
this Assignmaent or any Related Documents, Lender on Grantor's behalf may (but shall not be obligated to) take any
action that Lender deems 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 casts
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 inclitied-or paid by Lender 1o the date
of repayment by Grantor. All such expenses will become a part of the Indebtedness and, ‘at l.ender'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
instaliment payments to become due during sither (1} the term of any appiicable 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 paymeant of these amounts. Such right shall be in addition to all other rights
and remedies to which Lender may be entitled upon Default. o

DEFAULT. Each of the following, at Lender's option, shall constitute an Event of Defau’lt under th_i.s'A_s'signment:
Payment Default. Grantor fails to make any payment when due under the Indebtedness. -~ .«

Other Defaults. Grantor fails to comply with or to perform any other term, obligation, _coVénant"'or cendition
contained in this Assignment or in any of the Related Documents or to comply with of to perform any term,
obligation, covenant or condition contained in any other agreement between Lender and Grantor, .- B

Default on Other Payments. Failure of Grantor within the time required by this Assignment 1o rnak'é"a'.ny bay.ment
for taxes or insurance, or any other payment necessary to prevent filing of or to effect discharge of any lien.” -

Environmental Default. Failure of any party to comply with or perform when due any term, obligati’on,- coyenéri’t._«_ﬁr..=
condition contained in any environmental agreement executed in connection with the Property. ’ s

False Statements. Any warranty, representation or statement made or furnished to Lender by 'Gr'an_tor"'or’ on "
Grantor's behalf under this Assignment or the Related Documents is false or misleading in any matetial-respect,
either now or at the time made or fumished or becomes false or misleading at any time thereafter. ’ T

Defective Coliaterafization. This Assighment or any of the Related Documents ceases to be in full force and.effect . g
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: _(includingi-fa_;(lure of any coliateral document to create a valid and perfecied security interest or lien) at any time and
fo_r_ any reason. .
"'Deat_h.--or:'l_nsdlveﬁc_y. The death of any Grantor, the insolvency of Grantor, the appointment of a receiver for any
part of Grantor's. property, any assignment 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 Grantor,

Creditor or Foifeiture Proceedings. Commencement of foreclosure or forfalture proceedings, whether by judicial
proceeding, self-help, répossession or any other method, by any creditor of Grantor or by any governmental agency
against the Rents-or-any-property securing the Indebtedness. This includes a garnishment of any of Grantor's
accounts, ineluding ‘deposit accounts, with Lender. However, this Event of Default 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 ar
forfefture proceeding and-if Grantor gives Lender written notice of the creditor or forfeiture proceeding and deposits
with Lender monies or a sirety bond for the creditor or forfeiture proceeding, in an amount determined by Lender,
in its sole discretion; as being ar adeduate reserve or bond for the dispute.

Property Damage ot Loss". :_T'he Prop_erty is lost, stolen, substantially damaged, sold, or borrowed against.

Events Affecting Guarantor:. Any of the preceding events occurs with respect to any guaranior, endorser, surety,
or accommodation party of any of the Indébtedness or any guarantor, endorser, surety, or accommodation party
dies or becomes incompetent, or-revokes or disputes the validity of, or liabllity under, any Guaranty of the
Indebtedness.

Adverse Change, A material adverée .éha‘r‘n_é:e_éccurs in Grantor's financial condition, or Lender belisves the
prospect of payment or performance of thg Indebtedness is impaired.

Insecurity. Lender in good faith believes itself "ins«'%c_:l.-.fr'e.=

Cure Provisions. If any default, other than a default in payment is curable and if Grantor has not been given a
notice of a breach of the same provision of this Assignment within the preceding twelve (12) months, it may be
cured if Grantor, after Lender sends written, notice to Grantor demanding cure of such default: (1) cures the
default within thirty (20) days; or (2} if the cufe 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 continugs and
completes all reasonable and necessary steps sufficient to prodyee compliance as soon as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. Upon the occurrenge of any Event of Default and at any time thereafter, Lender
may exercise any one or more of the following rights and remeédies, In addition to any ather rights or remedies provided
by law: " .

Accelerate Indebtedness. Lender shall have the right at itsoption-Without notice to Grantor to declare the entire
Indebtedness immediately due and payable, including any prepayment penalty that Grantor would be required 1o
pay. i

Coliect Rents. Lender shall have the right, without notice to Grantor, to take possessian of the Property and
collect the Rents, including amounts past due and unpaid, and apply the.riet proteeds, over and above Lender’s
costs, against the Indebtedness. In furtherance of this right, Lender shall-have all the rights provided for in the
Lender's Right to Receive and Collect Rents Section, above, If the Rents are collected by Lender, then Grantor
imevocably designates Lender as Grantor's attorney-in-fact to endorse Instruments received in payment thereof in
the name of Grantor and to negotiate the same and collect 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 existed. Lender may exercise its rights under this subparagraph either in
person, by agent, or through a receiver. oo . 2

Appoint Receiver. Lender shall have the right to have a receiver appeinted to také possession-of all.or any part of
the Property, with the power to protect and preserve the Property, to operate the Property preceding or pending
foreclosure or sale, and to collect the Rents from the Property and apply the proceeds, aver and above the cost of
the receivership, against the Indebtedness. The receiver may serve without bond if permitied-by law, . Lender's
right to the appointment of a receiver shall exist whether or not the apparent value of the Property” éxceeds the
Indebtedness by a substantial amount, Employment by Lender shall not disqualify a persen from serving as a
receiver. e T e
Other Remedies. Lender shall have all other rights and remedies provided in this Assignment-or the .Note or. by
law. T e e
Election of Remedies. Elsction by Lender to pursue any remedy shall not exclude pursuit of any other remeady, and
an election to make expenditures or to take action to perform an obligation of Grantor under this Assignment, after:
Grantor's failure to perform, shalt not affect Lender's right to declare a defauli and exercise its remedies.. g
Attorneys' 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 & .
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. upon any’ appeal. Whether of net any court action is involved, and to the exient not prohibited by law, all

" reasanable.‘expanses Lender incurs that in Lender's opinion are necessary at any time for the protection of its
“intérest of the enforcement of its rights shall become a part of the ndebledness payable on demand and shail bear
inferest atthe-Noté rate from the date of the expenditure until repaid. Expenses covered by this paragraph include,
without limitation, -however subject to any limits under applicable law, Lender's attorneys' jees and Lender's legal
expenses, whether or not there is a lawsuit, including attorneys' fees and expenses for bankruptcy proceedings
{including efforts to. modlfy or vacate any automatic stay or injunction), appeals, and any anticipated post-judgment
collection services, the cost of searchlng records, obtaining title reports (including foreclosure reports), surveyors’
reports, and appraisal fees, title insurance, and fees for the Trustee, to the extent permitted by applicable law.
Grantor also will pay-any court.costs, in addition to all other sums provided by law.

COUNTERPARTS. This Ag}e_am'e_m may be executed in a number of identical counterparts and by each party on a
separate counterpart. If so-executed, all of such counterparts shall collectively censtitute one agreement.

MISCELLANEOUS PROVISIONS The fcllowmg miscellaneous provisions are a part of this Assignment:

Amendments. This Asmgnment tngether 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 writing and signed by the party or parties sought to be chargsd or
bound by the alteration or amendment

Caption Headings. Caption heac_l'l'n_g-é'“in this Assignment are for convenience purposes only and are not to be used
te interpret or define the provisions, of this Assignment.

Governing Law. This Assignment-will- be gb_v‘érned by federal law applicable to Lender and, to the extent not
preempted by federal law, the laws of the State of Washington without regard to its conflicts of law provisians.
This Assignment has been accepted by Lender in the State of Washington,

Choice of Venue. If there is a lawsuit, Grantdr__aéfees upon Lender's request to submit to the jurisdiction of the
courts of Whatcom County, State of Washington.

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

Interpretation. (1)} In all cases where there is more than ane Borrower or Grantar, then all wards used in this
Assignment in the singular shall be deemed to have béen‘used in the plural where the context and construction so
require. {2} If more than one person signs this Assignment as "Grantor," the obligations of each Grantor are jolnt
and several. This means that if Lender brings a lawsuit;-Lender may siie.any one or more of the Grantors. If
Borrower and Grantor are not the same persen, Lender nead not ste Barrower first, and that Borower need not be
joined in any lawsuit. (3) The names given to paragraphs or séctions in'this Assignment are for cenvenience
purposes only. They are not to be used to interpret or define the: prowsnons of this Assignment.

No Waiver by Lender. Lender shall not be deemed to have waxved any rlghts under this Assagnment unless such
waiver is given in writing and signed by Lender. Na delay or amission-ori the part of Lender in exercising any right
shall operate as a waiver of such right or any other right. A waiver by Landér of a-provision of this Assignment
shall not prejudice or constitute a waiver of Lender's right atherwise to’ demand. strict compliance with that
pravision or any other provision of this Assignment. No prior waiver by Lender, nor any course of dealing between
Lender and Grantor, shall constitute a waiver of any of Lender's rights or of dny of Grantar's obligations as 0 any
future transactions. Whenever the consent of Lender is required under this-ASsignment, the granting of such
consent by Lender in any instance shall not constitute continuing consent to subseqient instances where such
consent is required and in all cases such consent may be granted or withheld in the sole discretion” of Lender,

Notices. Subiect to applicable law, and except for notice required or allowed by taw 1o be gwen in another
manner, any nolice required to be given under this Assignment shall be given in writing, and shall'be effective
when actually delivered, when actually raceived by telefacsimile (unlass otherwise required by law), when
deposited with a nationally racognized overnight courier, or, if mailed, when deposited in the United States mail, as
first class, certified or registered mail postage prepaid, directed to the addresses shown neap: the beginning of this
Assignment. Any party may change its address for notices under this Assignment by giving. formal- written potice
to the other parties, specifying that the purpose of the notice is to change the party's addrass” For notice
purposes, Grantor agrees to keep Lender informed at all times of Grantor's current address. Subject to appiicable,
law, and except for notice required or allowed by law to be given in another manner, if there is more’ than onhg .
Grantor, any notice given by Lender to any Grantor is deemed to be notice given to all Grantors. :

Powers of Attorney. The vatious agencies and powers of attornay conveyed on Lender under this Assngnment are’ _'
granted for purposes of security and may not be revoked by Grantor until such time as the same are renounced by’
Lender. e

Severability. If a court of competent jurisdiction finds any provision of this Assignment to be illegal, invalid. c_nr_: 3
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: unenforceable as to any circumstance, that finding shall not make the offending provision illegal, invahd, or

" unenforceable as to any other circumstance. If feasible, the offending provision shall be considered modified so
“that~it beécomes -legal, valid and enforceable. If the offending provision carnot he so modified, it shall be
considered deiéted. from this Assignment. Unless otherwise required by law, the illegality, invalidity, or
unenfot'ceabmty of any provision of this Assignment shall not affect the iegality, validity or enforceability of any
other: prcwsnon of this Assignment.

Successors and ASSigns Subject to any limitations stated in this Assignment on transfer of Grantor's interest, this
Assignment shall be binding upon and inure to the benefit of the parties, their successors and assigns. |If
ownership of the Propaerly bécomes vested in a person other than Grantor, Lender, without notice to Grantor, may
deal with Graritor's successors.with reference to this Assignment and the Indebtedness by way of forbearance or
extension without releasmg Grantor from the obligations of this Assignment or liability under the Indebtedness.

Time is of the Essence. Time isof the essence in the performance of this Assignment.

Waive Jury. Al partles to thls Assngnment hereby waive the right to any jury trial in any action, proceeding, or
counterclaim brought by_aq_y party against any other party.

Waiver of Homestead Exemption. Grantor hereby releases and waives all rights and benefits of the homestead
examption laws of the State of Washingtan"'as to all Indebtedness secured by this Assignment.

DEFINITIONS. The follewing capitalized-words and terms shall have the following meanings whan used in this
Assignment. Unless specifically stated to the contrary, all refarences to doliar amounts shall mean amounts in lawful
money of the United States of America.* Wards 8nd, 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 shail
have the meanings attributed to such terms inthe Yniform: Gommercial Code:

Assignment. The word "Assignment” mean’é thls’ASSIGNMENT OF RENTS, as this ASSIGNMENT OF RENTS may
be amended or modified from time to tim&, tagether with all exhibits and schedules attached to this ASSIGNMENT
OF RENTS from time to time.

Borrower. The word "Borrower” means Bradley w. Watson.
Default. The word "Default” means the Defauit get forth in this Asmgnment in the section titled "Default”.

Event of Default. The wards "Event of Default” mean any of the' events of default set forth in this Assignment in
the default section of this Assighment, ;

Grantor. The word "Grantor” means Bradley W, Watscn

Guaranty. The word "Guaranty” means the guaranty from guaranter, 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, mterest and other amounts, costs and expenses
payable under the Note or Related Documents, together with ‘all“renewals: of, extensions of, modifications of,
consolidations of and substitutions for the Note or Related Documents and- any-amagunts 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 provided in this Asmgnment

Lender. The word "Lender" means Horizon Bank, its successors and asmgns

Note. The word "Note" means the promissory note dated November 18, 2009, in"the original principal
amount of $500,000.00 from Grantar to Lender, together with all renewals of, extensmns of, modifications
of, refinancings of, consol‘ldatlons of, and substitutions for the promissory note or agreement

Property. The word “"Property” means all of Grantor's right, titte and interest m and to all the Property as
described in the "Assignment” seclion of this Assignment.

Related Documents. The words "Related Documents" mean all promissory notes cred|t agreements loan
agreaments, environmental agreements, guaranties, security agreements, mortgages, ‘deeds” of trust, security
deeds, collateral mortgages, and all ather instruments, agreaments and documents, whether now or hereafier
existing, executed in connection with the Indebtedness. L

Rents. The word "Rents" means all of Grantor's present and future rights, title and interest in, to and undei' any
and all present and future leasss, including, without limitation, all rents, revenue, income, “issyes, rodvalties,.
bonuses, accounts receivable, cash or security deposits, advance rentals, profits and proceeds from the Property,
and other payments and benefits derived or to be derived from such leases of every kind and nature;, whether.due |
now or later, including without limitation Grantor's right to enfarce such leases and to receive and col!ect payment’
and proceeds thereunder. 2
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TI-IIIE.UNDER;SIG'NED ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS ASSIGNMENT. THIS
DOCUMENTS, EXECUTED ON NOVEMBER 13, 2009.

i

Bradley W. Watson =~ 7 P

STATE OF l/\/’a’\d’m\i’]ltv- e
COUNTY OF <KN’Y' 7}/ S )

On this day before me, the undersigned Notary Pubhc perschally appeared Bradley W. Watson, personally known to me
of proved 1o me on the basis of satisfactory évidence to be the individual described in and who executed the
ASSIGNMENT OF RENTS, and acknowledged:that he or she signed the Assignment as his or her free and voluntary act
and deed, for the uses and purposes therein mentloned

Given under my hand and official seal this 2 0 %L day of A/:«Mm L)C/‘/ , 20 Q‘i

(—%JQ/ (/ﬁ'r - ) - Residing at _ﬂ%"‘"’f ]Z{fﬂw, w’ﬂ’-
Nota lic i/j for the State of M ) _fMy commissicé expires /’ /‘/’ //

LASER PRO Lending, Ver. 5.46.00.003 Capr. Harland Financial Salutlor\s Ine, 199? 2009. Al Rights Reserved. -
WA CACFIWINCFALPL\G14.FC., TR-3414
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