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CONSTRUCTION DEED OF TRUST

i

DATE: June 2, 2023

Reference # {if applicable): 208725-LT Additional on page
Grantor(s):
1. L-1 HOLDINGS L.L.C.

Grantes(s)
1. PEOPLES BANK
2. LAND TITLE AND ESCROW COMPANY, Trustee

Legal Description: Ptn. SW/NW; Section 3-34-2
Additicnal on page 2

Assessor's Tax Parcel ID#: 340203-2-009-0010/P19727

THIS DEED OF TRUST is dated June 2, 2023, among L-1 HOLDINGS L.L.C., who acquired title
as L-1 HOLDINGS LLC, a Washington Limited Llability Company, whose address is 9002 §
MARCH POINT RD, ANACORTES, WA 98221 ("Grantor”); PEOPLES BANK, whose mailing
address is MOUNT VERNON OFFICE, 1801 RIVERSIDE DRIVE, MOUNT VERNON, WA 98273
{referred to below sometimes as "Lender" and sometimes as "Beneficiary"); and LAND TITLE
AND ESCROW COMPANY, whose mailing address is 111 E GEORGE HOPPER RD,
BURLINGTON, WA 98233 (referred to below as "Trustee").
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CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee in trust with power of sale, right
of entry and possesslon and for the beneflt of Lender as Beneficlary, all of Grentor's right, title, and Int.erest in and to
the following descrlbed real property, together with all existing or subsequently erected or affixed lbul!dl:ngs,
improvements and fixiures; all easements, rights of way, and appunenances, all water, water rights and ditch rights
{including stock in utititles with ditch or imigation rights); and all other tights, royalties, and rcﬂtg' relating to the relfsl
property, Including without limitation all minerals, oil, gas, geothermal and similar matters, ﬁhe Real Property™

located in SKAGIT County, State of Washington:

See EXHIBIT "A”, which is attached to this Deed of Trust and made a part of this Deed of
Trust as if fully set forth herein.

The Real Property or Its address is commonly known as 9002 SOUTH MARCH POINT ROAD,
ANACORTES, WA 98221. The Reat Property tax identification number is
340203-2-003-0010/P19727.

Grantor hereby assigns as security to Lender, all of Grantor's right, title, and interest in and to all leases, Reats, and
profits of the Property. This assignment is recorded in accordance with RCW 65.08.070; the lien created by this
assignment is infended to be specific, perfected and choate upon the recording of this Deed of Trust. Lender grants to
Grantor a license to collect the Rents and profits, which license may be revoked at Lendaer's option and shall be
automatically revoked upon acceleration of all or part of the Indebtedness. In addition, Grantor grants te Lender a
Uniferm Cemmercial Code security interest in the Personal Property and Rents.

FURTHER CONVEYS AND GRANTS. Grantor hereby further assigns as security to Lender, all of Grantor's right, title,
and Interest In and to: all plans, specifications, architectural renderings, drawings, soll test reports, and other reparts of
examination or analysis of the Real Property; and all management conhtracts, parmits, certificates, licenses, approvals,
contracts, purchase and sale agreements, purchase options, entitlements, development rights and authotizations,
however characterized, issued or in any way furnished for the acquisiion, construction, development, operation and use
of the Real Property, including bullding permits, environmental certificates, licenses, certificates of operatlon, warranties
and guaranties.,

THIS DEED OF TRUST, INCLUDiING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST (N THE RENTS AND
PERSONAL PROPERTY, IS GIVEN TO SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B) PERFORMANCE OF
ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS
DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS ALSO GIVEN TO SECURE ANY AND ALL OF GRANTOR'S OBLIGATIONS UNDER THAT
CERTAIN CONSTRUCTION LOAN AGREEMENT BETWEEN GRANTOR AND LENDER OF EVEN DATE HEREWITH. ANY
EVENT OF DEFAULT UNDER THE CONSTRUCTION LOAN AGREEMENT, OR ANY OF THE RELATED DOCUMENTS
REFERRED TO THEREIN, SHALL ALSO BE AN EVENT OF DEFAULT UNDER THIS DEED OF TRUST. THIS DEED OF
TRUST IS GIWEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as otherwise provided in this Deed of Trust, Grantor shall pay to Lender all
amounts secured by this Deed of Trust as they become due, and shall strictly and in a timely manner perform all of
Grantor's obligations under the Note, this Deed of Trust, and the Related Documents.

CONSTRULTION MORTGAGE. This Desd of Trust is a "construction mortgage" for the purposes of Sections 9-334
and 24-309 of the Uniform Commercial Code, as those sections have been adopted by the State of Washingion.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantor's possession and use of the
Property shall bs govemed by the following provisions:

Possesslon and Use. Until the occurrence of an Event of Default, Grantor may {1} remain in possession and
control of the Property; {2) use, aperate or manage the Property; and (3) collect the Rents from the Property
{this privilege is a license from Lender to Grantor automatically revoked upon default). The following provisions
relate to the use of the Property or to other limitations on the Property. The Real Properly is not used principally
for agricultural purposes.

Duty to Maintain. Grantor shall maintain the Propetty in tenantable condition and promptly perform all repairs,
replacements, and maintenance necessary to preserve its value.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance ner commit, pemmit, or suffer any
stripping of or waste on or to the Property or any portlon of the Proparty. Without limiting the generality of the
foragoing, Grantor will nat remove, or grant to any other party the right to remove, any timber, minerals (including
oil and gas), coal, clay, scoria, soll, gravel or rock products without Lender's prior written cotisent.

R I of Impr ts. Grantor shall not demolish or remove any Improvements from the Real Property
without Lender's prior written consent.  As a condition to the removal of any Improvements, Lender may require
Grantor to make arangements satisfactory to Lander to replace such Improvements with Improvements of at least
aqual value.

Lender's Right to Enter, lender and Lender's agents and representatives may enter upon the Real Property at all
reasonable times to attend to Lender's interests and to inspect the Real Property for purposes of Grantor's
compliance with the terms and conditions of this Deed of Trust.

Compllance with Governmental Reguirements. Grantor shall promptly comply, and shall promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatsoever who rent, lesse or
otherwise use or occupy the Property in any manner, with all laws, ordinances, and regulations, now or hereafter
in effect, of all governmental authorities applicable to the use or occupancy of the Property, including without
limltation, the Americans With Disabllities Act. Grantor may contest in good faith any such law, ordinance, or
regulation and withhold compliance during any proceeding, including apptapriate appeals, so long as Grantor has
netified Lender in writing prior to doing so and so long as, in Lender's scle opinion, Lendet's interests in the
Property are not jecpardized. Lender may require Grantor to post adequate security or a surefy bond, reasonably
satisfactory to Lender, to protect Lender's interest.

Duty to Protect. Grantor agraes naither to abandon or leave unattended the Property. Grantor shall do all other
acts, in addition to those acts set forth above in this section, which from the character and use of the Propetty are
reasonably necessary to protect and preserve the Property.

Construction Loan. If some or all of the proceeds of the loan creating the Indebtedness are to be used to construct
or complate construction of any Improvemants on the Praperty, the Improvements shall be completed na later than
the maturity date of the Mote (or such earier date as Lender may reascnably establish) and Grantor shall pay in full
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all costs and expenses in connection with the work. Lender will disburse loan proceeds under such terms and
conditions as Lender may desm reasonably necessary to insure that the Interest created by this Deed of Trust shall
have priority over all possible llens, including those of materlal suppliers and workmen. Lendar may requite, among
other things, that disbursement requests be supported by receipted bills, expense affidavits, waivers of liens,
construction progress reports, and stich other documentation as Lender may reasonably request.

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, {(A) declare immediately due and payabls all
sums securad by this Deed of Trust or (B) increase the interest rate provided far in the Note o other document
evidencing the Indebtedness and Impose such other canditions as Lender deems appropriate, upoh the sale or transfer,
without Lender's prior written congent, of all or any part of the Real Property, of ahy interest in the Real Property. A
"sale or transfer” means the conveyance of Real Property or any right, title or interest in the Real Property; whether
legal, beneficial or equitable; whether voluntary or inveluntary; whether by outright sale, deed, installment sale contract,
land contract, contract for deed, leasehold interast with a term greater than three {3} vears, lease-option contract, or by
sale, assignment, or transfer of any beneficlal Interest in or to any land trust holding title to the Real Froperty, or by any
ather methed of cotwveyance of an interest in the Real Property. If any Grantor is 2 corporation, partnership or limlted
liability company, transfer also Includes any restructuring of the legal entity {whather by merger, division or otherwise)
or any change in ownership of more than twenty-five percent (25%) of the voting stock, partnership interests o limited
lisbility company interests, as the case may be, of such Grantor. However, this aption shall not be exercised by Lender
if such exercise is prohibited by federal law or by Washington law.

TAXES AND LIENS. The following provisions relating to the taxes and Hans on the Property are pat of this Deed of
Trust:

Payment. Grantor shall pay when dua (and in all events prior to delinguency} all taxes, special taxes, assessments,
charges (including water and sewer), fines and impositions levied against or on account of the Property, and shall
pay wheh due all claims for work done on or for services rendered or material furnished to the Property. Grantor
shall maintain the Property free of alt Kens having priority over or aqual o the interest of Landar under this Deed of
Trust, except for the llen of taxes and assessments not dua and except as otherwise provided in this Deed of
Trust.

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connectlon with & good faith
dispute over the obligation to pay, so long as Lender's interest in the Property is not [eopardized. If a lien arises or
is filed as a result of nonpayment, Grantor shall within fifteen (15) days after the lien arises or, if a lien Is filed,
within fiftean (15) days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surely bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any costs and attorneys” fees, or other charges that could accrue as a
resuft of a foreclosure or sale under the lien. In any contest, Grantor shall defand Itself and Lender and shall
satisfy any adverse judgment before enforcement against the Property. Grantor shall name Lendsr as an additional
obligee under any surety bond furnished In the contest proceedings.

Evidence of Payment. Grantor shall upon demand fumish to Lander satisfactory evidence of payment of the taxes
or assessments and shall authorlze the appropriate gevernmental official to deliver to Lander at any time a written
statement of the taxes and assessments against the Property.

Notice of Construction. Grantor shall notlfy Lander at least fifteen (15) days before any work is gommenced, any
services are furnished, or any materials are supplied to the Property, if any mechanlc’s lien, materiaimen's lien, or
other lien could be asserted on account of the work, services, or materizls. Grantor will upan request of Lender
furnizh to Lender advance assurances satisfactory to Lender that Grantor can and will pay the cost of such
improvements,

FROPERTY DAMAGE {NSURANCE. The following provisions relating to insuring the Propesty are a part of this Deed of
Trust.

Maintenance of Insurance. Granfor shall procure and maintain policies af fire insurance with standard extendad
coverage endorsements on a replacement basis for the full Insurable value covering all kmprovements on the Real
Froperty In an amount sufficient to avoid application of any ceinsurance clause, and with a standard mortgagee
clause In favor of Lender. Grantor shall alsu procure and maintain comprehensive general llability insurance in such
coverage amounis as Lender may request with Trustee and Lender being named as additional insureds in such
liabifity insurance pelicies. Additienally, Grantor shall meintain such other insuranca, including but not limitad te
hazard, business interruption, and boiler insurance, as Lender may raasanably require. Policies shall be written in
form, amounts, coverages and basis reasnnably acceptable to Lender and issued by & company or companies
reasonably acteptable to Lender. Grantor, upon request of Lender, will deliver to Lender from time to time the
policies or certificates of insurance in form satisfactory to Lender, including stipulations that coverages will not be
cancelled or diminished without at least thirty (30} days prior written notice to Lepder, Each insurance policy also
shall include an endorsemant providing that coverage In favor of Lender will not be impaired in any way by any act,
omission or default of Grantor or any other person. Should the Real Property ba located In an area designated by
the Administrator of the Federal Emergency Management Agency as a speclal flood hazard area, Grantor agrees to
obtain and maintain fleod Insurance, if avallable, within 45 days after notice is given by Lender that the Property is
located In a special flood hazard area, for the full unpaid principal balance of the loan and any prior liens on the
property securing the loan, up to the maximurm policy limits set under the National Flood Insurance Pragram, or as
otherwise raguirad by Landar, and to maintain such insurance for the term of the loan. Flood insurance may be
purchased under the: National Flood Insurance Program, from private insurers providing "private flood insurance” as
defined by applicable federal flood Insurance statutes and regulations, or from another flood Insurance provider that
is both acceptable to Lender in its sole discretion and permitted by applicable federal flood insurance statutes and
regulations.

Application of Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Property. Lender may
make proof of loss If Grantor fails to do so within fifteen (16} days of the casualty. Whether or not Lender's
security is impaired, Lender may, at Lender's election, receive and retain the proceeds of any Insurance and apply
the proceeds to the reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration
and repair of the Property. If Lender elects to apply the proceeds to restoration and repair, Grantor shall repair or
replace the damaged or dastroyed Improvements in a manner satisfactory to Lender. Lendar shall, upon
satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the reasonable cost of
repair or restoration if Grantor is not in default under this Deed of Trust. Any proceeds which have not been
dishursed within 180 days after their receipt and which Lender has not committed to the repair or restoration of
the Praperty shall be used first to pay any amount owitig to Lender under this Deed of Trust, then to pay accrued
interest, and the remainder, if any, shall be applled to the princlpal balance of the Indebtedness. If Lender holds
any proceeds after payment in full of the Indebtedness, such proceeds shall be paid without interest to Grantor as
Grantor's interests may appear.

Grantor's Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall furnish
to Lender a report on each existing policy of insurance showing: (1) the name of the insurer; (2) the risks
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insured: (3} the amount of the policy; (4} the praperty insured, the then current replacement value of such
property, and the manner of determining that value; and (5) the expiration date of the policy. Grantor shall, upon
request of Lender, have an independent appralser satisfactory to Lender determine the cash value replacement cost
of the Property.

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's ir?teres! in
the Property or If Grantor fails to comply with any provision of this Deead of Trust or any Related Documents, including
but not limited to Grantor's failure to discharge or pay when due any amounts Grantor ls required to discharge or pay
under this Deed of Trust 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, Iiens,lsecqmy
interests, encumbrances and other claims, at any time levied or placed oh the Proparty 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 intarest at the rate charged under the Note from the date incusred or paid by Lender to the date of repayment by
Grantor. All such expenses will become a part of the Indebtadness and, at Lender's option, will {A) be payable on
demand; (B} be added to the balance of the Note and be apportioned ameng and be payabie with any installment
payments to become dus during aither (1) the term of any applicable insurance palicy; or (2) the remaining term of
the Note; or (C) be treated as a ballosn payment which will be due and payable at the Note's maturity. The Deed of
Trust also will secure payment of these amounts. Such right shall be in addltion to all ather rights and remedies to
which Lender may be entitled upon the occurrence of any Event of Default.

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Proparty are a part of this Deed
of Trust:

Title. Grantor warrants that: {g) Grantor holds good and marketable title of record to the Property in fee simpls,
free and clear of all liens and encumbrances other than those set forth in the Reat Property description or in ahy
titte insurance policy, title repert, or final title opinion issued In favor of, and accepted by, Lender in connection
with this Deed of Trust, and (b) Grantor has the full right, power, and authority to execute and deliver this Deed of
Trust to Lender.

Defense ©f Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the
title to the Property against the lawful clalme of all persons. in the event any action or proceeding is commentad
that questions Grantor's title or the interest of Trustee or Lender under this Deed of Trust, Grantor shall defend the
actioh at Grantor's expense. Grantor may be the nominal party in such proceeding, but Lander shall be entitled to
participate in the proceeding and to be represented in the procesding by counsel of Lender's own choice, and
Grantor will deliver, or cause to be delivered, to Lander auch instruments as Lendar may request from time ta time
to permit such participation.

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

Survival of Representations and Warranties. All reprasentations, warranties, and agreements made by Grantor in
this Deed of Trust shall survive the execution and dellvery of this Deed of Trust, shall be continuing in nature, and
shall remain in full force and effect unlil such time as Grantor's Indebtedness shall be paid in full.

CONDEMNATION. The following provisions relating to condemnation proceedings are a part of this Deed of Trust:

Proceedings. If any proceeding in condemnatiah i flled, Grantor shall promptly notify Lender in writing, and
Grantor shall promptly take such steps as may be necessary to defend the actlon and obtain the award. Grantor
may be the nominal party in such proceeding, but Lender shall be entitled to participate In the procesding and to be
represented in the proceeding by counsel of its own choice all at Grantor's expense, and Grantor will deliver or
cause to be delivered to Lender such instruments and documentation as may be requested by Lender from time to
time to permit such participation.

Application of Net Proceeds. If all or any part of the Progetty is condemned by eminent damain proceedings or by
any proceeding or purchase in lieu of condemnation, Lender may at its election require that all or any portion of the
net procesds of the award be applied to the Indebiedness or the repair or resteration of the Property. The net
proceeds of the award shall mean the award after payment of all reasonable costs, expenses, and aftorneys” fees
Ingurred by Trustee or Lander In connaction with the condemnation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating
to governmental taxes, fees and charges are & part of this Deed of Trust:

Current Taxaes, Feas and Charges. Upon request by Lender, Grantor shall executs such documents in addition to
this Dead of Trust and take whatever other action is requested by Lender to perfect and condinue Lender's lien on
the Real Property. Grantor shell reimburse Lender for afl taxes, as described below, tagether with all expenses
incurred in recording, perfecting or continuing this Deed of Trust, including without limitation all taxes, fees,
documentary stamps, and other charges for recording or registering this Deed of Trust.

Taxes. The following shall constitute taxes to which this section applies: (1) a specific tax upon this type of
Deed af Trust or upon ali ar any part of the Indsbtedness secured by this Deed of Trust; (2} a specific tax on
Grantor which Grantor is authorized or required to deduct from payments on the Indebtedness secured by this type
of Deed of Trust; (3) a tax on this type of Deed of Trust chargeable against the Lender or the halder of the Note!
and (4) a specific tax on all or any portion of the Indebtedness or on payments of principal and interest made by
Grantor.

Subsequent Taxes. If any tax to which this section applies |s enacted subsequent to the dats of this Deed of
Trust, this event shall have the same effect as an Event of Default, and Lender may exercise any or all of its
avallable remedies for an Event of Default as provided below unless Grantor either {1} pays the tax before it
becomes delinguent, or (2} contests the tax as provided above In the Taxes and Liens section and deposits with
Lander cash or a sufficient conporate surety bond or other security satisfactory to Lender.

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

Secur_ity Agreameant. This instrument shall constliiute a Security Agreement to the sxtent any of the Property
constitutes fixtures, and Lender shall have all of the rights of a secured party under the Uniform Commercial Code
as amended from time to titne.

Security Interest. Upon request by Lender, Grantor shall take whatever action is reguested by Lender to perfect
and continue Lender's sacurity interest in the Rents and Personal Property. In additlon to recording this Deed of
Trust in the real property records, Lender may, at any time and without further authorization from Grantor, file
executed counterparts, coples or repreductions of thls Deed of Trust as a financing statement. Grantor shall
reimburse Lender for all expenses incurred in perfacting or continuing this security interest. Upon default, Grantor
shall net remeve, sever or detach the Personal Property from the Property. Upon default, Grantor shall assemble
any Personai Property not affixed to the Property in a manner and at a place reasonably convenient to Grantor and
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Lender and make It available to Lender within three (3) days after receipt of written demand from Lender to the
extent permitted by appllcabla law.

Addresses. The maillng addresses of Grantor {debior) and Lender (secured party) from which information
concerhing the security interest granted by this Deed of Trust may be obtalned (sach as required by the Uniform
Commercial Code) are as stated on the first page of this Deed of Trust.

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to further assurances and
attorney-in-fact are a part of this Deed of Trust:

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or wilt cause to be made, execUted or delivered, to Lender ar to Lender's designee, and when requested by
Lender, cause to be filed, racorded, refiled, or rerecorded, as the case may be, at such times and in such offices
and places as Lender may deetn appropriate. any and all such mortgages, deeds of trust, security deeds, securty
agresments, financing statements, continuation staternents, instruments of further assurance, certificates, and
cother documents as may. in the sole opinion of Lender, be necessary or desirable in arder to effectuats, complete,
perfect, continue, or preserve {1) Grantor's obligations under the Note, this Deed of Trust, and the Related
Documents, and (2) the liens and security Interests created by this Desd of Trust as first and prior liens on the
Property, whether now owned or hereafter acquired by Grantor. Uniess prohibited by law or Lender agrees ta the
contrary in writing, Grantor shall reimburse Lender for all costs and expenses incurred in connection with the
matters refemred to in this paragraph.

Attorney-in-Fact. If Grantor fails o do any of the things referred 16 in the preceding paragraph, Lender may do so
for and in the name of Grantor and at Grantor's expense. For such purposes, Grantor hereby irevocably appaints
Lender as Grantor's attomey-in-fact for the purpese of making, executing, delivering, fillng, recording, and deing all
ather things @5 may be necessary of desirable, in Lender's sole opinion, to accomplish the matiers referrad to in
the preceding paragraph.

FULL PERFORMANCE. If Grantor pays ail the Indebtedness when due, and otherwise performs all the obligations
impesed upon Grantor under this Deed of Trust, Lender shall execute and deliver to Trustee a request for full
regonveyance and shall execute and deliver to Grantor suitable statements of termination of any financing statement on
file evidencing Lender's security intersst in the Rents and the Persohal Property. Any reconveyance fee shall be paid by
Grantor, if permitted by applicable law. The grantee in any reconveyance may be described as the "person or persons
legally entitled thereta”, and tha recltals in the reconveyance of any matters or facts shall be conclugive proof of the
truthfulness of any such matters or facts.

EVENTS OF DEFAULT. Each of the following, at Lenders aption, shall constitute an Event of Default under this Deed
of Trust:

Pzyment 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, covenant or condition
contained In this Deed of Trust or in any of the Ralated Docyments or to comply with or to perform any term,
obligation, covenant or condltipn contained in any other agreement between Lender and Grantor.

Compllance Default. Failure to comply with any other term, abligalion, covenant or conditien cantained in this
Daead of Trust, the Note or in any of the Related Documents.

Default on Other Payments, Failure of Grantor within the time required by this Deed of Trust to make any payment
for taxes or insurance, or any cther payment necessaty to prevent filing of or to effect discharge of any lien.

False Statements. Any warranty, rapresantation or statement made or furnished to Lender by Grantor or on
Grantor's behalf under this Deed of Trust or the Related Documents is false or misleading In any material respect,
either now or at the time made or furnished ar becomes false or misleading at any time thereafter,

Defective Collateralizatlon. This Deed of Trust or any of the Related Documents ¢eases to be in full force and
affect {Including fallure of any collaterat document to create a valid and perfected security interest or lisn) at any
time and for any reason.

Death or Insclvency. The dissolution of Grantor's {regardless of whether election to continue is made), any
member withdraws from the limited liability company, or any other termination of Grantors existence as a going
business or the death of any member, the insolvency of Granter, the appoiniment of a recsiver for any part of
Grantor's property, any assignment for the benefit of creditors, any type of creditor werkout, or the
commencament of any proceeding under any bankruptcy or insolvency laws by or against Grantor.

Creditor or Forfeiture Preceedings. Commencement of foreclosure or forfelture proceedings, whether by judicial
preceeding, self-help, repossession or any other methad, by any creditor of Grantor or by any governmental agency
against 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
digpute by Grantor as to the validity or reasonableness of the claim which Is the basis of the creditor or forfeiture
proceeding and if Grantor pives Lender written notice of the creditor or forfeiture proceeding and deposits with
Lender monies or a surety bond for the crediter or forfalture proceeding, in an amount determined by Lender, in its
sole discration, as belng an adequate reserve or bond for the dispute.

Breach of Other Agreemant. Any breach by Grantor under the terms of any other agreement between Grantor and
Lender that is not remedled within any grace period provided therein, including without limitation any agreement
concerning any indebtednass or other obligation of Grantor to Lender, whether existing now or later.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of the
Indebtedness or any Guarantor dles or becomes incompetent, or revokes or disputes the validity of, or liabllity
under, any Guaranty of the Indebtedness.

Adverse Change. A materlal adverse change occurs in Grantor's financial condltion, or Lender belisves the
praspect of payment or perfarmance of the indebtedness is impaired.

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. 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 Deed of Trust within the preceding twelve (12) months, it may bs cured if
Grantor, after Lendet sends written notice to Grantor demanding cure of such default: {1) cures the default within
fifteen (15) days; or (2} if the cure requires more than fifteen (15) days, immediately initiates steps which Lender
deems in Lender's sole discretion to be sufficient to cure the default and thereafter continues and completes all
reasonable and necessary steps sufficient to preduce compliance as soon as reasonably practical,

RIGHTE AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Deed of Trust, at any time thereafter,
Trustee or Lender may exercise any one or more of the following rights and remedies:
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Election of Remedles. Election by Lender to pursug any remedy shall not exclude pursult of any other remedy, and
an election to make expenditures or to take action to perform an obligation of Grantor undgr khls Deed of Trust,
after Grantor's failure to perform, shall not affect Lender's right to declare a default and exercise its remedies.

Accalerate Indebtedness. Lsnder shall have the right at its option to declare the entire Indebtedness immediately
due and payable, including any prepayment penalty which Grantor would be required to pay.

Foreclosure. With respect 1o all or any part of the Real Property, the Trustee shall have the right to exercise its
power of sale and to foreclose by notice and sale, and Lender shall have the right to foreclese by judicial
foreclosure, in either case in accordance with and to the full extent provided by appllsable [aw.

UCC Remedies. With respact to all or any patt of the Personal Property, Lender shall have all the rights. and
remadies of a secured party under the Uniform Commercial Cods.

Collect Rents. Lsnder shall have the right, without notice to Grantor to take possession of and manage the
Property and collect the Rents, including amounts past dus and unpaid, and apply the net proceeds, over and
above Lender's costs, ageinst the Indebtedness. In furtherance of this right. Lender may require any tenant or
other user of the Property to make payments of rent or use fees directly to Lender. If the Rents are collected by
Lender, then Grantor [rrevocably designates Lender as Grantar's attorney-in-fact ta 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 Lsers to Lender in response to Lender's demand shall satisfy the obligations for which the payments are
made, whather of not any proper grounds for the demand existed. Lender may exercise its rights under this
subparagraph eithet In person, by agent, or through & recelvar.

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 Pruperty praceding or pending
foreclosure or sale, and to uollect the Rents from the Property and apply the proceeds, over ahd above the cost of
tha receivership, against the Indebtedness. The receiver may serve without bend if parmitted by law. Lendet's
right to the appointment of a receiver shall exist whether or not the apparent value of the Property exceeds the
Indebtedniess by a substantial amount. Employment by Lender shall not disqualify & person from serving as a
receiver.

Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is sold as provided
above or Lander othenwise becomes enlitied to possession of the Property upon defsult of Grantor, Grantor shall
becoma a tenant at sufferance of Lender or the purchaser of the Property and shall, at Lender's option, either (1)
pay a reasonable rental for the use of the Property, or (2) vacate the Property immediately upon the demand of
Lender.

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Note
or available at law or in equity.

Notice of Sale. Lender shall give Grantor reasonable nofice of tite time and place of any public sale of the Personal
Property or of the time after which any private sale ar other Intended disposition of the Personal Property is to he
made. Reasenable notice shall mean notice given at least ten (10) days before the time of the sale or disposition.
Any sale of the Personal Property may be made in conjunction with any sale of the Real Property.

Sale of the Froperty. To the extent permitted by applicable law, Grantor hereby waives any and all rights to have
the Property marshalled, In exercising its rights and remedies, the Trustee or Lender shall be free to sell all or any
part of the Property together ar separately, in ona sale or by separate sales. Lender shall be entitled to bid at any
public sale on all or any porticn of the Property.

Atorneys' Fees; Expenses. |f Lender institutes any suit or action to enforce any of the terms of this Deed of
Trust, Lender shall be entitied to recover such sum as the court may adjudge reasonabls as attorneys’ fees at trial
and upon any appeal. Whether or not any court action ls Involved, and to the extent not prohibited by law, all
reasonable expenses Lender incurs that in Lender's opinion are necessary at any time for the protection of its
interest or the enforcement of its rights shall become a part of the Indebtedness payable on demand and shalt bear
interast at the Mote rate fram the date of the expenditure until repaid. Expenses covered hy 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 bankruptey proceedings
{including efforts to modify or vacate any automatic stay ar injunstian}, appeals, and any anticipated post-judgment
collection services, the cost of searching records, obtaining title reports (including foreclosure reports), surveyors’
reparts, and appraisai fees, title insurance, and fees for the Trusteg, to the extent permitted by applicable faw.
Grantor also will pay any court costs, in addition to all other sums provided by law.

Rights of Trustee. Trustse shall have all of the rights and dutles of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to the powers and obligations of Trustes
(pursuant to Lender's instructions) are part of this Deed of Trust:

Powers of Trustee. In addition to all pawers of Trustee arising as a matter of law, Trustee shall have the power to
take the following actions with respect to the Property upon the written request of Lender and Grantor: {a) join in
preparing and filing a map or plat of the Real Property, including the dedication of streets or other rights to the
public; (b) join in granting any easement or creating any restriction on the Real Property; and (c) join in any
subordination or other agreemerit affecting this Deed of Trust or the interest of L.ender under this Deed of Trust.

Obllgations to Notify, Trustee shall not be obligated to notlfy any other party of a pending sale under any other
trust deed or lien, or of any actlon or proceeding in which Grantor, Lender, or Trustee shall be a party, unless
required by applicable law, or unless the action or proceeding is brought by Trustee.

Trustee. Trustee shall meet all qualifications required for Trustee undar applicable law. In addition to the rights
and remedies set forth above, with respect to all or any part of the Property, the Trustee shall have the right to
foreciose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosure, in either case in
accordance with and to the full extent provided hy applicable law.

Successor Trustee. Lender, at Lender's option, may fram time to time appoint a successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument executed and acknowledged by Lender and recorded in the
office of the recorder of SKAGIT County, State of Washington. The instrument shalt contain, in addition to all
other matters required by state law, the names of the original Lender, Trustee, and Grantor, the book and page or
the Auditor's File Number where this Deed of Trust is recorded, and the name and address of the successor
trustee, and the instrument shall be executed and acknowledged by Lender or its successors in interest. The
successor trustee, without conveyance of the Property, shall succeed to all the title, power, and duties conferred
upon the Trustee in this Deed of Trust and by applicable law. This procedure for substitution of Trustee shall
govern to the exclusion of all other provisions for substitution.

NCTICES. Subject to applicable law, and except for notice required or allowed by law o be given in another manner,
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any notice required to be given under this Deed of Trust, including without limitation any notice of default and any
notice of sale shall be glven in writing, and shall be effective when actually defivered, when actually received by
telefacsimile {unless otherwise raquired by law), when deposited with & nationally recognized avernight courier, or, if
mailed, when deposited in the United States mail, as first class, cerfified or registered mail postage prepaid, directed to
the addresses shown near the beginning of this Deed of Trust. All copies of notices of foreclosure from the holder of
any lien which has priority over this Deed of Trust shall be sent to Lender's addrass, as shown near the beginning of
this Deed of Trust. Any party may change its address for notices under this Desd of Trust 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 to keep Lender informedt gt all times of Grantar's current address. Sublect to applicable taw,
and except for notice required or allowed by faw to be given In another manner, if there is mora than one Grantor, any
notice given by Lender to any Grantor is deemed to be notlce glven to all Grantors.

JURY WAIVER. All parties to this loan hereby walve the right to any jury trial in any actlon, proceeding, or counterclalm
brought by any party against any other party.

CONSTRUCTION LOAN PROVISION. NOTWITHSTANDING THE STATEMENT HEREIN THAT THIS DEED OF TRUST
SECURES ANY OF THE RELATED DOCUMENTS REFERRED TO IN THE CONSTRUCTION LOAN AGREEMENT, OR ANY
OTHER PROVISION HEREIN, THIS DEED OF TRUST DOES NOT SECURE THE HAZARDOUS SUBSTANGCES
CERTIFICATE AND! INDEMNITY EXECUTED BY GRANTOR.

NOTICE TO GRANTOR. THE NOTE WILL CONTAIN A YARIABLE INTEREST RATE AT THE TIME OF CONVERSION TO
PERMANENT FINANCING.

MISCELLANECUS PROVISIONS. The following miscellaneous provisions are a part of thls Deed of Trust:

Amendments. This Deed of Trust, together with any Related Documents, constitutes the sntire understanding and
agreement of the parties as to the matters set forth In this Dead of Trust. No alteration of or amendment to this
Deed of Trust shall be effective unless given in writing and signed by the party or parties sought to be charged or
beound by the alteration er smendment.

Annual Reports. If the Property is used for purposes other than Grantor's resldence, Grantor shall furnish to
Lender, upon request, a certified statement of net operating income received fram the Property during Grantor's
previous fiscal year in such form and detail as Lender shall require. "Net operating income” shall mean all cash
receipts from the Property less all cash expenditures made in connection with the oparation of the Property.

Caption Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not to be
used to interpret or deflne the provisions of this Deed of Trust.

Merger. There shall be no merger of the interest or estate created by this Deed of Trust 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.

Governing Law. This Deed of Trust will be governed by federal law applicable to Lender and, te the extent not
preempted by federal law, the laws of the State of Washington without regard to Hs conflicts of law provisions.
This Deed of Trust has been accepted by Lender in the State of Washington.

Choice of Venue. If there is a lawsuit, Granior agrees upon Lender's request to submit to the jurisdiction of the
colrts of SKAGIT County, State of \Washington.

No Waiver by Lender. Lander shall not be deemed to have waived any rights under this Deed of Trust unless such
waiver is giver In wrlting and signed by Lender. No delay or omission on the part of Lender in exsrcising any right
shall oparate as a waiver of such right or any other right. A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver of Lender's right otherwise to demand strict compliance with that
provision or any cther provision of this Deed of Trust. No priar walver by Lender, nor any ceurse 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 Deed of Trust, 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 alf cases such consent may be granted or withheld In the sole discretion of Lender.

Severability. If a court of competent jurisdiction finds any provision of this Deed of Trust to be illagal, invalid, or
unenforceable as to any circumstance, that finding shall not make the offending provision illegal, invalid, or
unenforceable as to any other circumstance. If feasible, the offending provision shall be considered modified so
that it becomes lsgal, valid and enforceable. If the offending provision cannot be so madified, it shall be
considered deleted from this Deed of Trust. Unless otherwise required by law, the illegality, invalldity, or
unenforcaabliity of any provision of this Deed of Trust shall not affect the legality, validity or enforceability of any
other provision of this Dieed of Trust.

Successors and Asslgns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest,
thiz Deed of Trust shall ba binding upon and inure to the benefit of the parties, their successors and assigns. [f
ownership of the Property bacomes vested in a parson other than Grantor, Lender, without notlce to Grantor, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extension without releasing Grantor frem the ebligations of this Deed of Trust or liability under the Indebtedness.

Time is of the Essence. Time is of the essence in the performance of this Deed of 'Ijrustt

Waiver of Homestead Exemption. Grantor hereby relesses and waives ail rjg‘h'té -‘.éndabe.' fits of the homastsad

exemption laws of the State of Washington as to all Indebtadness secured tgy‘lgié,De_QQ of Trust. ™.
DEFINITIONS. The following capitallzed words and terms shall have the following feaniigs when used In this Deed of
Trust. Unless specifically stated to the contrary, all references to dollar amoGnts ghdlf mean amounts in lawful money
of the United States of America. Words and terms used in the singular shall inckide the pleral, and the plural shall
include the singular, as the context may reguire. Words and terms not othérwise deﬁﬂ’gd Jn this Deed.of Trust shall
have the meanings attributed to such terme in the Uniform Commercial Code: © ' e

Beneficiary, The word "Beneficiary" means PEOPLES BANK, and its succe‘s;gors ‘an_"d.aangns:»

Borrower. The word "Bortawer™ means L-1 HOLDINGS L.L.C. and includeé'er}-épﬁig.ng(m a‘bi_i to-makers signing
the Note and all their successors and assigns. e Dot

Deed of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and
includes without limitation all assignment and security interest provisions raelating to the Personal Property and
Rents.

Event of Default. The words "Event of Defauit™ mean any of the events of dafault set forth in this Deed of Trust in
the events of default sectlon of this Deed of Trust.

Grantor. The word "Grantor” means L-1 HOLDINGS L.L.C..
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Guatanter. The word “Guarantor’ means any guarantor, surely, or accommodation party of any or all of the
Indebtedness.

Guaranty. The word "Guaranty” means the guaranty from Guarantor to Lander. including without limitation a
guaranty of all or part of the Note,

Improvements. The word “Improvements" means all existing and future improvements, buildings. structures,
mobile homes affixed an the Real Property, facilities. additions. replacements and other construction on the Real
Property.

Indebtedness. The word ‘Indebtedness™ means all principal, interest. and other amounts, costs and expansas
payable under the Note or Relatsd Documents, together with all renewals of, extansions of, modifications of,
consolidations of and substitutions for the Note or Related Documents and any amounts expended or advanced by
Lender to discharge Grantors obligations or experses incurred by Trustee or Lender to enforce Grantor's
obligations under this Deed of Trust, logether with interest on such amounts as provided in this Deed of Trust,

Lender, The word "Lender” means PEOPLES BAMK. its successors and assigns.

Note. The word "Note" means the promissory note dated June 2, 2023, in the original principal amount
of $1,480,000.00 from Grantor to Lender, together with all renewals of, extensions of, madifications of.
refinancings of, consolidations of, and substitutions for the promissory note or agreement.

Personal Property. The words "Personal Properly" mean all equipment, fixtures, and other articlas of persenal
property now or hereafter owned by Grantor, and now or hereafter attached or affixed to the Real Property;
together with all accessions, paris, and additions to, all replacements of, and all substitutions for, any of such
proparty; and togathar with all issues and profits thereon and proceads (including withou! (imitation all insurance
proceeds and refunds of premiums) from any sale or other disposition of the Property.

Proparty. The word “Property" means coliectively the Real Property and the Personal Property.

Real Property. The words "Real Property” mean the real property, interests and rights, as further described in this
Deed of Trust.

Related Documents. The words “Related Documents” mean all promissory notes, credit agreements, loan
agresments, securlty agreements, morigages, deeds of trust, security deeds. collateral mortgages. and all other
Instruments, agreements and documents, whether now or hereattsr existing, executed in connection with the
Indebtedness; provided, that guaranties and environmental indemnity agreaments are not "Related Decuments” and
are not secured by this Deed of Trust,

Rents. The word "Rents" means all present and future rents, revenues, income, issues, royalties, profits, and
other benefits derived from the Property.

Trustee. The word "Trustee" means LAND TITLE AND ESCROW COMPANY, whose mailing address is 111 E
GEORGE HOPPER RD, BURLINGTON, WA 98233 and any substitute or successor trustees.

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR
AGREES TO ITS TERMS.

GRANTOR:

L4 HOLDINGS L.L.C.

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

sateor A nSlhpoyey )
188
COUNTY OF 3*@ ee' T . )

This record was acknowledged before me on %SLKYLG 47‘5_& .20 aa by JEROD C.
BARTH, Mamber of L-1 HOLDINGS L.L.C.. S
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REQUEST FOR FULL RECONVEYANCE

To: , Trustee

The undersigned is the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby
requested, upon payment of all sums owling to you, to reconvey without warranty, to the persons entitled thereto, the
right, title and interest now held by you under the Deed of Trust.

Date: Beneficiary:
By:
Its:
LaserPro, Ver. 22.4.0.056 <Copr. Flnastra USA Corporation 1997, 2023. All Rights Reserved. - WA

CICFILPL\GO1.FC TR-45887 PR-4
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EXHIBIT A

The West 297 feet of the Southwest 1/4 of the Southwest 1/4 of the Northwest 1/4 of Section 3, Township 34 North,
Range 2 East, W.M., lying South of South March's Point Road AND EXCEPT that portion conveved ta the State of
‘Washingion for Primary State Highway No. | by deed recorded January 12, 1961, under Auditor's File No. 603031,
AND ALSO EXCEFT the following described Parcels 1 and 2;

Parcel L:

That portion of the South 1/2 of the Seuthwest 1/4 of the Northwest 1/4 of Section 3, Township 34 North, Range 2
East, W.M.,, described as follows:

Beginning at a point on the North line of said South 1/2 of the Southwest 1/4 of the Northwest 1/4 286,27 feet Enst of
the West line thereof, said point being the Northwest corner of a tract of land conveyed to Havriet M. Deaney by
deed recorded September 15, 1911, under Auditor's File No. 6555, in Yolume 1 of Tax Deeds, page 392, records of
Skagit County, Washington;

thence South along said Denney tract, 208.73 feet to the Southwest corner of said Denney tract;

thenee East along the South line of said Denney tract, 10.73 feet to the West line of a dract of land conveyed to Carl
Johnson et ux, by deed recorded April 13, 1943, under Auditor's File No. 361349, records of Skagit County,
Washington;

thence South along sald Johnson tract to a point that is East of a paint that is 300 feet South of the Old State
Highway 1A, as conveyed to the State of Washington by deed recorded September 6, 1938, in Volume 175 of Deeils,
page 302, (formerly conveyed to Skagit County by deed recorded May 8, 1911, in Volume 85 of Deeds, page 323),
{mow known as the South March's Point Road) as measured by a line drawn South from said highway that is parallel
to and 286.27 feet East of the West line of the Southwest 1/4 of the Northwest 1/4 of said Section 3;

thence West 70,73 feet;

thence North to the North line of said South 1/2 of the Southwest 1/4 of the Northwest 1/4;

thenee East nlong snid Line 60 fect, more or less, to the puint of beginning, EXCEPT therefrom that portion thereof
lying Northerly of the Southerly line of the Old Anacortes Siate Highway 1-A (South March’s Point Road).

Parcel 2:

That partion of the South 1/2 of the Seuthwest 1/4 of the Northwest 1/4 of Section 3, Township 34 North, Range 2
East, W.M., described as follows:

Beginning at the Southeast corner of that certain tract of land conveyed to Thomas G. Mitchell et ux, by deed
recorded under Auditor's File No. 8109090074, records of Skagit County, Washington, said point being on the West
line of Tract "C* of Skagit County Short Plat No. 58-77, approved December 13, 1977 and recorded December 13,
1977, under Auditor's File No. 870298, in Volume 2 of Short Plats, page 164, records of Skagit County, Washington;
thenee South along the West line of said ‘Tract "C" to the North line of the Primary State Highway No. 1, as
condemned by decree entered May 22, 1961, in Skagit County Superior Court Cause No, 26054;

thence Westerly along the North line of said highway to a point that is duc South of the West line of the Thowmas G.
Mitchell tract produced South;

thence North along the produced Iine of the Thomas G. Mitchell tract to the Southwest corner of said tract;
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Parcel 2: (continued)

thence East along the South line of the said Mitchell tract, a distance of 70.73 feet, more or less, to the point of
beginning,

Situate in the County of Skagit, State of Washington.

END OF EXHIBIT A



