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WHISTLE LAKE RD, ANACORTES, WA 98221-4331 (referred to below as "Grantor") and
Skagit State Bank, whose mailing address is 1400 Commercial Ave , P O Box 36, Anacortes,
WA 98221 (referred to below as "Lender"_)
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.ASSIGNMENT For valuable consideration, Grantor hereby assigns, grants a continuing
security ‘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'

See” Exh|b|t"'A" which Is attached to this Assignment and made a part of this
Assignment as if fully set forth herein.

The Property or |ts address is commonly known as 1019 22nd St., Anacortes, WA 98221.
The Property tax: |d‘_ent_|f|_g;atron number is 350124-0-098-0102 (P31878)

CROSS-COLLATERALIZATION, “[n addition to the Note, this Assignment secures all obligations, debts and liabilities, plus
interest thereon, of Grantor 1o, Lender, ar any one or more of them, as well as all claims by Lender against Grantor or any one
or more of them, whether now"existing or hereafter arising, whether related or unrelated to the purpose of the Note, whether
voluntary or otherwise, whether due 6r not due, direct or indirect, determined or undetermined, absolute or contingent,

liquidated or unliquidated whether Grantor may be liable individually or jointly with others, whether obligated as guarantor,

surety, accommodation party or ottierwise, and whether recovery upon such amounts may be or herealter may become
barred by any statute of Irmﬂahons and whemer the obligation to repay such amounts may be or hereafter may become

otherwise unanforceabls.

THIS ASSIGNMENT IS 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 FOLLOWING TERMS:

PAYMENT AND PERFORMANCE:. Except as othérwise 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 fo collect the Rents as provided below 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 of the right to collect the Rents shall not constitute Lender's
consent to the use of cash collateral in a bankruptcy proceeding.

GRANTOR'S REPRESENTATIONS AND WARRANTIES. Grantor warrants that:

Ownershlp. Grantor is entiled to receive the Aents: free and clear of all rights, loans, liens, encumbrances, and claims
except as disclosed 10 and accepted by Lender in wrltlng

Right to Assign. Grantor has the full right, pcwer and authority to enter into this Assignment and to assign and convey
the Rents to Lender.

No Prior Assignment. Grantor has not previousl.y assigned or___conveyed the Rents to any other person by any
instrument now in force.

No Further Transfer. Grantor wilf not sell, assrgn encumber or othenmse 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 even though no
defautt shall have occurred under this Assignment, to collect and recerve the Rents. For this purpose, Lender is hereby given
and granted the following rights, powers and authority: E

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

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; institute and- cafry on all legal proceedings 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. ffom'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 alsg o 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 wuth the laws of the State of
Washington and also all other laws, rules, orders, ordinances and requirements of all other govemmental agencies

affecting the Property.

Lease the Property. Lender may rent or lease the whole or any part of the Propar‘ry fer such term or terms and on such
conditions as Lender may deem appropriate. .

Employ Agents. Lendsr may engage such agent or agents as Lender may deem appropnate sither_in Lender’s name
or in Grantor's name, to rent and manage the Property, including the collection and appiication of Rents.

Other Acts. Lender may do all such other things and acts with respect t¢ the Property as Len‘a'er may deam aripropnate
and may act axclusively and solely in the place and stead of Grantor and to have all of the powers of Grantor for the
purposes stated above.

No Requirement to Act. Lender shall not be required to do any of the foregoing acts or things, and the fact that Lender
shall have performed one or more of the foregoing acts or things shall not require Lender to do any other specrfro act or
thing. .

APPLICATION OF RENTS. All costs and expenses incurred by Lender in connection with the Property shall be for Grantor s
account and Lender may pay such costs and expenses from the Rents. Lender, in its sole discretion, shall*déterming the ",
application of any and all Rents received by it; however, any such Rents recsived by Lender which are not applied to such™ | =
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 o
demand, with interest at the Note rate from date of expenditure until paid. Sl

FULL PERFORMANCE. [f Grantor pays all of the Indebtedness when due and otherwise perorms all the obllgatrons-'_-~-
imposed upon Grantor under this Assignment, the Note, and the Related Documents, Lender shall execute and deliver to- -
Grantor a suitable satistaction of this Assignment and suftable statements of termination of any financing statement on“file="
evidencing Lender's security interest in the Rents and the Property, Any termination fee required by taw shall be paid by
Grantor, if permitted by applicable law.
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LENDER’'S EXPENDITURES. If any action or proceeding is commenced that would materially 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 or pay when due any amounts Grantor is required to discharge or pay under this
“Assignment.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 pther 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 Noté“and-be apporhoned among and be payable with any installment payments to become due during either (1) the
term of any appllcable instrance policy; or (2} the remaining term of the Note; or (C) be treated as a balloon payment
which will be.due-and‘payéble at the Note’s maturity. The Assignment also will secure payment of these amounts. Such right
shall be in addition 1o all. other rights and remedies to which Lender may be entitled upon Default.

DEFAULT. Each of the followdng; at Lender’s option, shall constitute an Event of Default under this Assignment:
Payment Default: Grantor fans to make any payment when due under the Indebledness.

Other Defauits. Grantor falls fo comply with or to perform any other term, obligation, covenant or condition contained in
this Assignment or in ahy of thie Related Documents or to comply with or to perform any term, obligation, covenant or
candition contained in any other .agreement between Lender and Grantor.

Default on Other Payments Failure of Grantor within the time required by this Assignment to make any payment for
taxes or insurance, or: any- ‘other payment necessary to prevent filing of or 1o effect discharge of any lien.

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

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

Death or insolvency. The death ot any Grantor the insolvency of Grantor, the appointment of a receiver for any part of
Grantor's property, any assignment for ‘the benéfit of creditors, any type of creditor workout, or the commencement of
any proceeding under any bankruptcy-or: mselvency laws by or against Grantor.

Creditor or Forfeiture Proceedings. Commencement:of foreclosure or forfeiture procaedings, whether by Judicial
proceeding, self-help, repossession or any .other mettiod,“by any creditor of Grantor or by any governmental agency

against the Rents or any property securing:the Indefitednsss. This includes a garmishment of any of Grantor's accounts,
including 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 or forfeiture proceeding and if
Grantor gives Lender written notice of the creditor:or forfeiture proceeding and deposits with Lender monies or a surety
bond for the creditor or forfeiture proceeding, in-an; amount determmed by Lender, in its sole discretion, as being an

adequate reserve or bond for the dispute.

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

Events Affecting Guarantor. Any of the preceding events’ ocdurs with respect to any guarantor, endorser, surety, or
accommodation party of any of the Indebtedness or any: guarantor endorser, surety, or accommodation party dies or
becomes incompetent, or revokes or disputes the validity of, or liability’ under any Guaranty of the Indebtedness.

Adverse Change. A material adverse change occurs in Grantors flnanclal condmon or Lender believes the prospect of
payment or performance of the Indebtedness is impaired. Tt

Insecurity. Lender in good faith believes itself insecure.

RIGHTS AND REMEDIES ON DEFAULT. Upon the occurrence of any Event of Default and at any time thereafter, Lender
may exercise any one or more of the following rights and remedies, in addmon to any other rights or remedies provided by
law: . .

Accelerate Indebtedness. Lender shail have the right at its Optlon 'wnh'out no_tlce---to ‘Grantor to declare the entire
Indebtedness immediately due and payable, incliding any prepayment penalty which Grantor would be required to pay.

Coliect Rents. Lender shall have the right, without notice to Grantor, to take possession of the Propsrty and collect the
Rents, including amounts past due and unpaid, and apply the net proceeds, over and above Lender’s costs, against the
Indsbtedness. 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 irrevocably designates Lender as
Grantor's attorney-in-fact to endorse instruments recelved 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 résponse to Lender's demand shall
satisfy the obligations for which the payments are made, whether or not any proper. grounds for thé demand existed.
Lender may exercise its rights under this subparagraph either in person, by agent, or thro'ugh a feceiver--‘*-

Appoint Receiver. 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 Property, to operate the Property preceding.-or pendmg foreclosure

or sale, and to collect the Rents from the Property and apply the proceeds, over and above the cost'cf:the receivership,
against the Indebtedness, The recelver may serve without bond if permitted by law. Lendei's-tight to the appointment

of a receiver shall exist whather or not the apparent value of the Property exceeds the Indebtednass by | substantlal
amount. Employment by Lender shall not disqualify a person from serving as a receiver.

Other Remedies. Lender shall have all other rights and remedies provided in this Assignment or the Nota or by Iaw

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and an
election to make expenditures or to take action to perform an obligation of Grantor under this Assugnment aﬂer Grantor s
failure to perform, shall not affect Lender's right to declare a default and exercise its remedies. LR

Attorneys’ Fees; Expenses. |f Lender inslitutes any suit or action to enforce any of the terms of this Assngnment
Lender shall be entitied 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 not prohibited by law, all ‘réasonable.” .

expenses Lender incurs that in Lender's opinion are necessary at any time for the protsction of its interest or'the” .
enfarcement of its rights shall become a part of the Indebtedness payable on demand and shall bear interest at the Note © .+
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' fees and Lender's legal expenses, whether or: not .-

there is a lawsuit, including attorneys' fees and expenses for bankruptcy proceedings (including efforts to modify. o’
vacate any automatic stay or injunction), appeals, and any anticipated post-judgment collsction services, the cost of
searching records, obtaining title reports (including foreclosure reports), surveyors' reports, and appraisal fees, title
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:nsurance and fees for the Trustee, t0 the extent permitted by applicable law. Grantor also will pay any court costs, in
'addltlon to all other sums provided by law.

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

Amendments This Assignment, 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
ishall be efféctive unless given in writing and signed by the party or parties sought to be charged or bound by the
alteratlon or amendment

Captlon Headmgs Caption headings in this Assignment are for convenience purposes only and are not to be used to
interpret or define the provisions of this Assignment.

Govemlng Law:. This Assignment 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 by Lender in the State of
Washington, =

Joint and Several Liabillty All obligations of Grantor under this Assignment shall be joint and several, and all
references to Graritor shall fnean each and every Grantor. This means that each Grantor signing below is responsible for
all obligations ifi thi§ Assngnment

Merger. There shall be no mergsr 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) nalt cgses “where thers is more than one Borrowsr or Grantor, then all words used in this
Assignment in the siAgular shall be -deemed to have besn 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 joint and
several. This means that if Lender brings a lawsuit, Lender may sue any one or more of the Grantors. If Borrower and
Grantor are not the same ‘parson, Lender need not sue Borrower first, and that Borrower need not be joined in any
lawsuit. (3) The names givén to paragraphs or sections in this Assignment are for convenience purposes only. They
are not to be used to interpret.or deftne the provisions of this Assignment.

No Waiver by Lender. Londer shall net ‘be deemed to have waived any rights under this Assignment unless such
waiver is given in writing and signed by Lender,...No delay or omission on the part of Lender in exercising any right shall

operate as a waiver of such right“er any.otfier right. A waiver by Lender of a provision of this Assignment shall not
prejudice or constitute a waiver of Lender’s. Jight.othierwise to demand strict compliance with that provision or any other

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

constitute a waiver of any of Lender's rights of of any of-Grantor's obligations as 1o any future transactions. Whenaver
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 subsequent instances where such consent is required and in all cases such consent

may be granted or withheld in the sole discretion of Lender

Notices. Subject to appllcable law, and except for notice required or allowed by law to be given in another manner, any
notice required to be given under this Assignment shall be given in writing, and shall be effective when actually
delivered, when actually received by telefacsimile, (linless otherwise required by law), when deposited with a nationally
recognized ovemight courier, or, if mailed, when deposited in the United States mall, 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 purpeses, Graritor agraes to keep Lender informed at afl times
of Grantor's current address. Subject to applicable law, and. @xcept for notice required or allowad by law to be given in
another manner, it there is more than one Grantor, any notlce grven by ‘Lender to any Grantor is deemed to be notica
given to all Grantors. :

Powers of Attorney. The various agencies and powers of attomey conveyed on Lender under this Assignment are
granted for purposes of security and may not be revoked by Grantor ontil such tume as the same are renounced by
Lender. ‘

Severability. If a court of competent jurisdiction finds any prDV|S|on of lhxs A33|gnment to be illegal, invalid, or
unenforceable as to any person or circumstance, that finding shall not make the offendmg provision illegal, invalid, or
unenforceable as to any other person or circumstance. |f feasible, the oﬁendmg provision shall be considered modified

30 that it bacomes legal, valid and enforceable. If the offending provision ¢annot be s madified, it shall be considered

deleted from this Assignment Unless otherwise required by law, the illegality, invalidity, or unenforceability of any
provision of this Assignment shall not affect the legality, validity or enforceablhty of any other provision of this
Assignment.

Successors and Assigns. Subject to any [imitations stated in this Assugnment Oh 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 Property becomes vested in & person other than Grantor, Lender, without notice to.Graritor, may deal with Grantor's
successors with reference to this Assignment and the Indebtedness by way of forbearance or extensnon without releasing
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 Assugnment

WAIVER OF HOMESTEAD EXEMPTION. Grantor hereby releases and waives all rights and’ benefrts of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Assignment. .

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 INTEFIEST IN OFI TITLE TO THE
PROPERTY SUBSEQUENT TO THE DATE OF THIS ASSIGNMENT.

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in thiS A55|gnment
Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful moriey:6f the United’
States of America. Words and terms used in the singular shall include the plural, and the pural shall include the singutar, as .
the context may require. Words and terms not otherwise defined in this Assignment shall have the meanings attrlbuted tcr b
such terms in the Uniform Commercial Code: A

Assignment. The word "Assignment’ means this Assignment of Rents, as this Assignment of Rents may be amended or *
modified from time to time, together with all exhibits and schedules attached to this Assignment of Rents from time to ‘
fime. &

Borrower, The word “Borrower” means STEVEN J MORRIS and NICKI M MORRIS.
Default. The word “Default’ means the Default set forth in this Assignment in the section titled "Detfault”.
Event of Default. The words "Event of Default® mean any of the events of default set forth in this Assignment in the .
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; ' default section of this Assignment,
i Grantor _The word "Grantor" means STEVEN J MORRIS and NICKI M MORRIS.

Guar_‘anty.. The word "Guaranty® means the guaranty from guarantor, endorser, surety, or accommodation party to
Lender, including without limitatian a guaranty of alt or part of the Note.

/Indebledness; The word "Indebtedness" means all principal, interest, and other amounts, costs and expenses payable
unger the Note or Related Documents, logether with all renewals of, extensions of, modifications of, consolidations of
and.substitutions. for the Note or Related Docurnents and any amounts expended or advanced by Lender to discharge
Grantor's.dbligations or expenses incurred by Lender to enforee Grantor's obligabions under this Assignment, together
with interest-on such amounts as provided in this Assignment.

Lender,- The word "Lender" means Skagit State Bank, its successors and assigns.

Note. The word "Note" mieans the promissory note dated March 24, 2003, in the original principal amount of
$609,947.88 from Grantor to Lender, together with all renewals of, extensions of, modifications of, refinancings of,
consclidations of, and subslltutlons for the promissory note or agreement.

Property. The-word "Preperty means all of Grantor's right, title and interast in and to all the Property as described in the
"Assignment” section of-this Asmgnment

Related Documents. The words "Related Documents" mean all promissory notes, credit agreements, loan agreements,
environmental agreements, gtiaranties, security agreements, mortgages, deeds of trust, security deeds, collateral
mortgages, and all othar mstruments agreements and documents, whether now or hereafter existing, executed in
connection with the Indebtedness

Rents, The word "Rents” means all of: Grantors present and future rights, title and interest in, to and under any and all
present and future leases, lincluding, without limitation, all rents, revenue, income, issuss, royalties, 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 enfdree-suchleases and to receive and collect payment and proceeds thereunder.

THE UNDERSIGNED ACKNOWLEDGE'S--'?.IAVINQ..HEAD ALl - THE PROVISIONS OF THIS ASSIGNMENT. THIS
DOCUMENT IS EXECUTED ON MARCH 24, 2003. b

GRANTOR:

d

On this day before me, the undersigned Notary Public, personaily appeared STEVEN J MOFIFHS and NICKI M MORRIS,
personally known to me or proved to me on the basis of satisfactory evidence to pe the ifidividuals described in and who
executed the Assignment of Rents, and acknowledged that they signed the Assngnment as thelr free and voluntary act and
deed, for the uses and purposes therein mentioned.

g _ <7?7
Given under my hand and officlal seal this 25 day of M M.a 20 &3

By dg;;da Cﬁﬂ; c@ Resldlng at’

Notary Public in and for the State of &az My curnmlsslon expires 2 ~-17-07

e B g
STATE OF Z{}M»&owj&/ ey M '?'.’.}&\._ UpL\© 3
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Order No.: C25895

ExHIBIT “p”

The North 108.25 feet and the East 30.00 feet of that portion of the Northeast Quarter of the

Southeast Quarter of Section 24, Township 35 North, Range 1 East of the Willamette Meridian,
descrlbed as fo]lows

Begmnmg at the mtersectuon of the center line of “N" Avenue produced with the center line of
24™ Street produced;

Thence East along said center line of 24" Street 180 feet to the East line of those premises
condemned by the United States of America by decree entered September 8, 1944 in the
United States Dlstnct Court for the Western District of Washington, Northern Division, Cause
No. 687; :

Thence North 0°01° 00" West 290 feet, more or less, lo the Northwesl corner of a tract conveyed
to Laurence E, Nlcholson by Deed dated November 13, 1968, recorded November 18, 1968,
under Auditor's File No. 720425 records of Skagit County, Washington, said point being the
true point of begmmng, s

Thence East paralle! to the: North hne of said 24" Street 229.86 feet, more or less, to the East
line of the Southeast Quarter of said Section 24;

Thence North along the East line of $aid Southeast Quarter of Section 24, 211.31 feet, more or
less, to the Southeast corner of a-tract conveyed to John A. Brooks by deed dated April 11,
1944, recorded April 17, 1944, Under Auditor's File No. 370727, records of Skagit County,
Washington, said point being 16 ¥ feét, more or less, South of the North line of the Southeast
Quarter of the Northeast Quarter of the Southeast Quarter;

Thence West along'the South line of said Brook Tract, 229.86 feet, more or less to a point
North 0°01°00" West of the true pount of begmmng,

Thence South 0°01°00" East to the true point of beginning.

Situated in Skagit County, Washington ~. .
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