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Grantor(s): :
1. Sound Investment Holdlngs LLC

Grantee(s)
1. Horizon Bank

Legal Description: Lots 11 12 and 13 Blk 39, CITY OF ANACORTES Additional on page 2
Assessor’s Tax Parcel |D#: 3772 039 013- 0003 P 55103

THIS ASSIGNMENT OF RENTS dated April 30, 2003, is made and executed between Sound
Investment Holdings LLC; A Washington Limited Liability Company (referred to below as
"Grantor") and Horizon Bank, whose mailing address is PO Box 642 / 1020 South Burlington
Blvd, Burlington, WA 98233 (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
Washington'

Lots 11 12 and 13, Block 39, MAP OF THE CITY OF ANACORTES, according to the plat
thereof, . recorded in Volume 2 of Plats, pages 4 through 7, records of Skagit County,
Washmgton

Situated in Skagrt County, Washington

The Property or |ts address is commonly known as 1020 11th St, Anacortes, WA 98221.
The Property tax |dent|f|cation number is 3772-039-013-0003 P 55103

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 otherwise provided in this Assignment or any Related Documents, Grantor shall
pay to Lender all amounts secired by this Assignment as they become due, and shall strictly perform all of Grantor's
obligations under this Assignment. *Unless and untl Lender exercises its right to collect the Rents as provided below and so
long as there is no default under’ thrs Assgnment Grantor may remain in possession and control of and operate and manage
the Property and coflect the Rents, provlded that the granting of the right to collect the Rents shall not constitute Lender's
consent to the use of cash collaterél ina bankruptcy proceeding.

GRANTOR’'S REPRESENTATIONS AND WAFIRANTIES Grantor warrants that;

Ownership. Grantor is entitled to- recelve the Rents free and clear of all rights, loans, liens, encumbrances, and claims
except as disclosed fo and accepted by Lender in: Awriting.

Right to Assign. Grantor has the full” rlght power ‘and authonty to enter into this Assignment and to assign and convey
the Rents to Lender.

No Prior Assignment. Grantor has notd_-'pr‘ewously' as&gned or conveyed the Rents to any other person by any
instrument now in force.

No Further Transfer. Grantor will not sell, . assign, encumber, or otherwise 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 cccurred under this Assignment, to coﬂeet and recelve the Rents. For this purpose, Lender is hereby given
and granted the following rights, powers and authority: LR,

Notice to Tenants. Lender may send notices to any and aﬂ tenants of the Property advising them of this Assignment
and directing all Rents to be paid directly to Lender or Lender 5 ‘agent. :

Enter the Property. Lender r'nay enter upon and take possesmon of the Property; demand, cofiect and receive from the
tenants or from any other persons liable therefor, all of the Rents; institute.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; io
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'to pay all taxes, assessments and water
utilities, and the premiums on fire and other insurance sffected by Lender an the Property

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

Lease the Property. Lender may rent or lease the whole or any part of the Propeny for such term or terms and on such
conditicns as Lender may deem appropriate.

Employ Agents. Lender may engage such agent or agents as Lender may deem approprtate either in Lender's name
ot in Grantor's name, to rent and manage the Property, including the collection and applrcatcon of Rents

Other Acts. Lender may do all such other things and acts with respect to the Property as Lender’ may deem appropriate
and may act exclusively 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 thmgs 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 specmc act or
thing.

APPLICATION OF RENTS. All costs and expenses incurred by Lender in connection with the Property shali be for Grantor‘s
account and Lender may pay such costs and expenses from the Rents. Lender, in its sole discretion; shall determine. the
application of any and all Rents received by it, however, any such Rents received by Lender which are niot 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 on )
demand, with interest at the Note rate from date of expenditure until paid.

FULL PERFORMANCE. I Grantor pays all of the Indebtedness when due and otherwise petforms all lhe obhgatlons SR
imposed upon Granter under this Assignment, the Note, and the Related Documents, Lender shall execute and deliver t0 .
Grantor a suitable satisfaction of this Assignment and suitable statements of termination of any financing staterent ori f|Ie O
evidencing Lender's security interest in the Rents and the Property. Any termination fee required by law shall be, pald by
Grantor, if permitted by applicabie law. ‘

LENDER’S EXPENDITURES. If any action or proceedlng is commenced that would materiaily 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 pot "
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
Lendsr deems appropriate, including but not limited to discharging or paying all taxes, liens, security interests, encumbrances
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and gther.claims, at any time levied or placed on the Rents or the Property and paying all costs for insuring, maintaining and
prasarving 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 ofthe 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 inslaliment payments to become due during either (1) the
termy 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 addmon to all other rights and remedies to which Lender may be entitled upon Default.

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

Other Defaults “Grantdr fails to comply with or to perform any other term, cbiigation, covenant or condition contained in
this Assignment.ot in any-.of the Related Documents or to comply with or to perform any term, obligation, covenant or
condition contained irv ‘any other agreement between Lender and Grantor.

Detfault on Other Payments Failure of Grantor within the fime required by this Assignment to make any payment for
taxes or insurance;’ or any other payment necessary to prevent filing of or to effect discharge of any lien.

False Statements. Any ‘warrafity, representation or staternent made or furnished to Lender by Grantor or on Grantor's
behalf under this Assignmert or the Related Documents is false or misleading in any material respect, either now or at
the time made or fumished or becomes false or misleading at any time thereafter.

Defective Collateralization. . Thas,Assugnment 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 dISSO|UtI0n of Grantor's (regardiess of whether election to continue is made}, any member
withdraws from the limited Ilab:lliy company, or any other termination of Grantor's existence as a going business or the
death of any member, the insolvency of ‘Grahtor, 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 of against Grantor.

Creditor or Forfeiture Proceedings. .Gdmmencement of foreclosure or forfeiture proceedings, whether by judicial
proceeding, self-help, repossession -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,
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 ¢reditor or forfeiture precesding and deposits with Lender monies or a surety
bond for the creditor or forfeiture proceeding, In an amount determined by Lender, in its sole discretion, as being an

adequate reserve or bond for the dispute. 3

Property Damage or Loss. The Property is !dst_, ks_t__olen, substantially damaged, sold, or borrowed against.

Evenis Affecting Guarantor. Any of the preceding events ogcurs with respect to any Guarantor of any of the
Indebtedness or any Guarantor dies or becomes iingompetent, of revokes or disputes the validity of, or liability under,
any Guaranty of the Indebtedness. In the event of a death, Lender,"at its option, may, but shall not be required to,
permit the Guarantor's estate to assume unconditionally-the” obhgaﬁons arising under the guaranty in a manner
satisfactory to Lender, and, in doing so, cure any Event of Default :

Adverse Change. A material adverse change occurs in Grantor s fmancnal condition, or Lender believes the prospect of
payment or performance of the Indebtedness is impaired. ™ —

Insecurity. Lender in good faith belisves itself insecure.

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 {(and no
event of default will have occurred) if Grantor, after receiving written. notice from Lénder demanding cure of such default:
(1} cures the default within thirty (30} days; or {2} if the cure requires mofe than thirty (30) days, immediately initiates
steps which Lender deems in Lender's sole discretion to be sufficierit-ip cure’the ‘default and thereafter continues and
completes all reasonable and necessary steps sufficient to produce comphance as sooN:as; reasonably practical.

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 addition to any other- nghts or remedies provided by
law: :

Accelerate indebledness. Lender shall have the right at its option without--nqticé tQ.-Granior to declare the entire
Indebtedness immediately due and payabls, including any prepayment penalty which Graﬁtor“would be required to pay.

Collect Rents. Lender shall have the right, without notice to Grantor, to take possessmn ‘of the Property and collect the
Rents, including amounts past due and unpaid, and apply the net proceeds, aver and‘above Lerider'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 Coliect Rents Section, above. If the Rents are collected by Lender, then Grantor irrevocably désignates Lender as
Grantor's attorney-in-fact to endarse 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 responsg 'to Lender's demand shail
satisfy the obllgatlons 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 recewer ;

Appoint Receiver. Lender shall have the right to have a receiver appointed to take possessmn of -&ll or any part of the
Property, with the power to protect and preserve the Property, to operate the Property preceding or pendang foréclosure
or sale, 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 sarve without bond if permitied by law. Lender's right'io the appointment
of a receiver shall exist whether or not the apparent vaiue of the Property exceeds the Indebtedness’ by a substantlai
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 Note or by Iaw

Election of Remedies. Election by Lender to pursue any remedy shail not exclude pursuit of any other remiedy, and aﬂ
election to make expenditures or to take action to perform an obligation of Grantor under this Assignment, after Grantor 8
failure to perform, shall not affect Lender's right to declare a default and exercise its remedies. .

Attorneys’ Fees; Expenses. |f Lender institutes any suit or action to enforce any of the terms of this Assqgnrnent
Lender shall be entitled to recover such sum as the court may adjudge reasonable as attomeys' fees at trial and upon.
any appeal. Whether or not any court action is involved, and to the extent not prohibited by law, all reasonable’
expenses Lender incurs that in Lenders opinion are necessary at any time for the protection of its interest or the
enforcement of its rights shail become a part of the Indebtedness payable on demand and shall bear interest at the Note
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rate from the date of the expenditure unti! repaid. Expenses covered by this paragraph inciude, without limitation,

¢ .~however subject to any limits under applicable faw, Lender's aftomeys’ fees and Lender's legal expenses, whether or not
_there -is"a-lawsuit, including attomeys’ fees and expenses for bankruptey proceedings (Including efforts to modify or

< vacate-any automatic stay or injunction), appeals, and any anficipated posi-;udgment collection services, the cost of
searéhing fecords, obtaining tile reports (including foreclosure reports), surveyors’ reports, and appraisal fees, fitie
insurance, and fees for the Trustee, to the extent permitted by applicable law. Grantor also will pay any court casts, in
‘addition to all (:ther 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
shall be-affective. unless gwen in writing and signed by the party or parlies sought to be charged or hound by the
alteration.or amendment

Caption Headings. Captuon Theadings in this Assignment are for convenience purposes only and are not to be used to
interpret or define the prowsmns of this Assignment.

Governing Law. Thls Assignment will be governed by, construed and enforced in accordance with federal law
and the laws ‘of the’ State of Washlngton This Assignment has been accepted by Lender in the State of
Washington.

Cholce of Venue. I thereis a- Iawsunt Grantor agrees upon Lender’s request to submit to the jurisdiction of the courts of
Whatcom County, State: of Washmgton

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

Interpretation (1) 1In aII tases 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) I more than one persen signs.this Assignment as "Grantor," the obligations of each Grantor are joint and
several. This means that if Lender bririgs-4 lawsuit, Lender may sue any one or more of the Grantors. If Borrower and
Grartor 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 (o paragraphs or séctions in this Assignment are for convenience purposes only. They
are not to be used to interpret or defme the prowsmns ‘of this Assignment.

No Waiver by Lender. Lender shalf-not be deeimed to have walved any rights under this Assignment unless such
walver 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 or any other:right, .“A waiver by Lender of a provision of this Asmgnment shall not
prejudice or constitute a waiver of Lender’s: nght otherwisa to demand strict compliance with that provision or any other

provision of this Assignment. Na prior waivér by:Lender, nor any course of dealing between Lender and Grantor, shall

constitute a waiver of any of Lender’s rights or'of any of Grantor's obligations as to 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 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 applicable law, and except for notice reqmred or allawed 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 (unless otherwise réquired by law}, when deposited with a nationally
recognized overnight courier, of, if mailed, 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-fioticé to.the other parties, specifying that the purpose
of the notice is to change the party’s address. For notice purposes; Graritor. ‘agrees to keep Lender informed at all imes
of Granter's current address. Subject to applicable law, and except for nofice required or allowed by law to be given in

another manner, if thers is more than one Grantor, any notice gwan by Lender to -any Grantor is deemed to be notice
given to all Grantors.

Powers af Attorney. The various agencies and powers of attom'ey' conveyed on Lender under this Assignment are
granted for purposes of security and may not be revoked by Grantor untll such time-ag the same are renounced by
Lender. .

Severability. If a court of competent jurisdiction finds any provision of this. A53|gninent to be illegal, invalid, or
unenforceable as to any circumstance, that finding shall not make the offendmg provision illegal, invalid, or
unenforceable as to any other circumstance. [f feasible, the offending provision shalt be considered modified so that it
becomes legal, valid and enforceable. If the offending provision cannot be so.modified, it shall be considered delsted
from this Assignment. Unless otherwise required by law, the illsgality, mvahdlty or unenfnrceabnllty of any provision of
this Assignmant shall not affect the legality, validity or enforceability of any other prowsnon of this Assignment.

Successors and Assigns. Subject to any limitations stated in this Assignment on: transfer of, Grantors interest, this
Assignment shall be binding upon and inure to the benefit of the parties, their successors and asssgns If ownership of
the Property becomes vested in a person other than Grantor, Lender, without notice to Granter, may deal.with Grantor's
successors with reference to this Assignment and the Indebtedness by way of forbearance or extens;on wrthout 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 Assignment.

Waive Jury. All partles to this Assignment hereby waive the right to any jury trial in any acilon, proceeding, or
counterclaim brought by any party against any other party.

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

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in th}s Assugnment )
Unless specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful moriey :6f the Uinited”
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 terms not otherwise defined in this Assignment shall have the meanings aﬂrrbuted lo
such terms in the Uniform Commercial Code:

Assignment. The word "Assignment” means this Assignment of Rents, as this Assignment of Rents may be amended'or
modified from time to time, togsther with all exhibits and schedules attached to this Assignment of Rents from tirie to e
time. e

Borrower. The word "Borrower" means Sound Investment Holdings LLC.
Default. The word "Default" means the Default set forth in this Assignrment in the section titled "Default”.
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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fIJgéfEa_:ult section of this Assignment.
Grantor, The word "Granitor' means Sound Investment Holdings LLC.

’ Guhrantof;% The word “Guarantor” means any guarantor, surety, or accommodation party of any or all of the
Indebtedness.

; Guaranty. ' The word "Guaranty" means the guaranty from Guarantor to Lender, including without limitation a guaranty of
: dil or part.of the Note.
Indebtedness, The word "Indebtedness” means all principal, interest, and other amounts, costs and expenses payable
urider.thie Note or Felated Documents, together with all renewals of, extensions of, maodifications of, consalidations of
and substititions for the Note or 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 interast on such amoums as provided in this Assignment.

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

Note. The word-“Noté* means the promissory note dated April 30, 2003, in the original principal amount of
$403,700.00 from: Grantor.to Lender, together with all renewals of, extensions of, modifications of, refinancings of,
consglidations ‘ef, and subshtutlcns for the promissory note or agreement.

Property. The word "F'roperty means all of Grantor’s right, titte and interest in and to all the Property as described in the
"Assignment"” section of this ASSIgnment

Related Documents: “The words “Helated Documents" mean all promissory notes, credit agreements, loan agreements,
environmental agreements;” guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral
mortgages, and all other :instruments; agreements and documents, whether now or hereafter existing, executed in
connection with the Indebtedness

Rents. The word "Rents"” means all o! Grantors prasent and future rights, title and interest in, to and under any and all
present and future leases, including, without'limitation, all rents, revenue, income, issues, royalties, bonuses, accounts
receivable, cash or security deposits, advance fentals, profits and proceeds from the Froperty, and other payments and
benefits derived or to be derived frem stch leases.of every kind and nature, whether due now or later, including without

limitation Grantor's right to enforce. such Ieases and to receive and collect payment and proceeds thersunder.

THE UNDERSIGNED ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS ASSIGNMENT, AND NOT
PERSONALLY BUT AS AN AUTHQRIZED SIGNEH ‘HAS CAUSED THIS ASSIGNMENT TO BE SIGNED AND EXECUTED
ON BEHALF OF GRANTOR ON APRIL 30, 2003

GRANTOR:

SOUND INVESTMENT H@FLDINGS LLC

Douglas N Va‘pderpoolﬁ PresldentlTreasurer of Sound lnvestment
Holdings LLC . :

By: N atdd
Karen J Vander|

Holdings LLC

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

STATE OF M

’ )ss o
COUNTY OF ) FE T SR
On this - day of W , 20 @,ﬂuubéfore me, the undersigned

Notary Public, personally appeared Douglas N¢ Vandérpool, President/Treasurer;” Karen - -Vanderpool, Vice
President/Secretary of Sound Investment Holdings LLC, and personally known to me or proved to'me on the basis of
satisfactory evidence to be of the limited liability company that executed the Assignment, of.Rehtg-dand Acknowledged the
Assugnment to be the free and voluntary act and deed of the limited liability company, by authonty of statute its articles of
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