AFTER RECORDING RETURN TO:

Wells Fargo Bank, N.A.
461 "J" Street
- Los: Banos, CA 93635
Attn: D. K. Livingston

MORTGAGE AND SECURITY AGREEMENT

A

DATED: January 4, #19823% %
FROM: BITTERBRUSH LAND & CATTLE COMPANY,
a California general partnership

Mortgagor
TO: ‘WELLS FARGO BANK, N.A., a
national banking association
461 "J" Street
Los Banos, California 93635 Mortgagee

Mortgagor is the owner of the real property
described on attached Exhibit A (the "Real Property").

Mortgagee has agreed to lend funds to Mortgagor.
Mortgagor's indebtedness will be evidenced by a promissory
note or.notes which with any notes given in renewal of or
substitution for the notes originally issued are called "the
Notes." 'The Notes will mature not later than October 31,
1981.

To secure payment by Mortgagor of the indebtedness
to be evidenced by the Notes with interest thereon in strict
accordance with the terms of the Notes and performance by
Mortgagor of the covenants contained in this Mortgage and
Security Agreement (the "Mortgage") and a separate security
agreement (the "Security Agreement") between Mortgagee and
Mortgagor dated January 4, 1982 : Mortgagor mort-
gages, conveys and grants a security interest to Mortgagee in
the Real Property with all appurtenances, all crops, including
hay now or hereafter grown on the Real Property, all existing
or future improvements, and all equipment, furnishings and
fixtures owned by Mortgagor now or hereafter located on or
used in connection with the Real Property, all of which is
called the "Mortgaged Property," and presently assigns to
Mortgagee all rents, revenues, income, issues and profits
from the Mortgaged Property, whether now or hereafter due,
on the following terms and conditions:

1. Payment and Performance.

‘Mortgagor will pPay to Mortgagee promptly when due
all amounts payment of which is secured by this Mortgage and
will strictly perform all obligations imposed upon Mortgagor
by this Mortgage and the Security Agreement.

2, Possession.

‘ Until 'in default, Mortgagor may remain in posses-
sion and control of and operate and manage the Mortgaged
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lien of this Mortgage to be imposed upon the Mortgaged
Property.

5.3 Mortgagor's Right to Contest. Mortgagor may
withhold payment of any taxes, assessments, claims or demands
or may elect to contest any lien if Mortgagor is in good
faith conducting appropriate proceedings to contest the
obligation to pay and so long as Mortgagee's interest in the
Mortgaged Property is not jeopardized. If the Mortgaged
Property is subjected to a lien which is not discharged
within 15 days, Mortgagor shall deposit with Mortgagee cash,
a sufficient corporate surety bond or other security satisfac—
tory to Mortgagee in an amount adequate to provide for the
discharge of the lien Plus any interest, costs, attorneys'
fees or other charges that could accrue as a result of
foreclosure or sale. 1In any contest Mortgagor shall defend
itself and Mortgagee and shall satisfy any final adverse
judgment before enforcement against the Mortgaged Property.
Mortgagor shall name Mortgagee as an additional obligee under
any surety bond furnished in the contest pProceedings.

5.4 Evidence of Payment of Taxes or Assessments.
Mortgagor shall upon demand furnish to Mortgagee evidence of
payment of the taxes or assessments and shall authorize the
appropriate county official to deliver to Mortgagee at any
time a written statement of the taxes and assessments against
the Mortgaged Property.

5.5 Reserves. Mortgagee may require Mortgagor to
maintain with- Mortgagee reserves for payment of taxes and
assessments, which reserves shall be created by monthly
payments of a sum estimated by Mortgagee to be sufficient to
produce, at least 15 days before due, amounts at least equal
to the taxes and assessments to be paid. 1If 15 days before
payment is due the reserve funds are insufficient, Mortgagor
shall upon demand pay any deficiency to Mortgagee. The
reserve funds shall be held by Mortgagee as a general deposit
from Mortgagor and shall constitute a noninterest bearing
debt from Mortgagee to Mortgagor which Mortgagee may satisfy
by payment ‘of the taxes and assessments required to be paid
by Mortgagor: as they become due. Mortgagee does not hold the
reserve funds in trust for Mortgagor, and Mortgagee is not
the agent of Mortgagor for payment of the taxes and assess-—
ments required to be paid by Mortgagor.

5.6 Notice to Mortgagee. Mortgagor shall notify
Mortgagee at ‘least 15 days before the commencement of any
work, the furnishing of any services or the supplying of any
materials to the Mortgaged Property the cost of which is
to exceed $25,000 and the nature of which is such that a
construction lien might be asserted on account of the work,
services or materials. Mortgagor will on request furnish to
‘Mortgagee advance assurances satisfactory to Mortgagee that
it can and will pay the cost of such improvements.

6. Casualty Insurance.

6.1 Maintenance of Casualty Insurance. Mortgagor
shall procure and maintain policies of fire insurance with
standard extended coverage endorsements on an actual cash
value basis covering all improvements on the Mortgaged




Property in an amount sufficient to avoid application of any
coinsurance clause and with loss payable to Mortgagee.
Policies shall be written by insurance companies reasonably
acceptable to Mortgagee. Mortgagor shall deliver to Mortgagee
certificates of coverage from each insurer containing a
stipulation that coverage will not be cancelled or diminished
without a minimum of 10 days' written notice to Mortgagee.

6.2 Mortgagor's Report on Insurance. Within 60
days after the close of its fiscal year, Mortgagor shall
furnish to Mortgagee a report on each existing policy of
insurance showing: i

- (a) the name of the insurer;
(b) the risks insured;
~{(c) the amount of the policy;

(d) the property insured, the then
current cash value of the property, and the manner
of determining that value; and

(e) +the expiration date of the policy.
Mortgagor shall upon request have an independent appraiser
satisfactory to Mortgagee determine the cash value of the
Mortgaged Property.

6.3 Application of Proceeds. Mortgagor shall
promptly notify Mortgagee of any loss or damage to the
Mortgaged Property. Mortgagee may make proof of loss if
Mortgagor fails to do so within 15 days of the casualty.
All proceeds of any insurance on the Mortgaged Property
shall be held by Mortgagee as part of the Mortgaged Prop-
erty. If Mortgagor elects to repair or replace the damaged
or destroyed improvements in a manner satisfactory to Mort-
gagee, Mortgagee shall, upon satisfactory proof of expendi-
ture, pay or reimburse Mortgagor from the proceeds for the
reasonable cost of repair or restoration. If Mortgagor
elects not to restore the Mortgaged Property, Mortgagee
shall retain a sufficient amount of the proceeds to pay all
amounts -due under this Mortgage, and shall pay the balance
to Mortgagor. Any proceeds which have not been paid out
within 180 days after their receipt and which Mortgagor has
not committed to the repair or restoration of the Mortgaged
Property shall be used to prepay first accrued interest and
then principal of Mortgagor's indebtedness.

6.4 Reserves. Mortgagee may require Mortgagor to
maintain with Mortgagee reserves for payment of insurance
premiums. The reserves shall be created and held in the same
manner as provided in Section 5.5 above for reserves for
payment of taxes and assessments.

6.5 Compliance with Prior Indebtedness. During
the period in which any prior mortgage or trust deed described
in Section 2.1 is in effect, compliance with the insurance
provisions contained in said mortgage or trust deed shall
constitute compliance with the insurance provisions under
this Mortgage. If any proceeds from the insurance become
payable on loss, the provisions in this Mortgage for division
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y to that portion of the proceeds

of proceeds shall apply onl
trustee or beneficiary.

not payable to said mortgagee,

7. Imposition of Tax by State.

7.1 State Taxes covered. This section shall apply
to the following state taxes:

(a) A specific tax on mortgages Or any
part of the secured indebtedness.

(p) A specific tax on the owner of mort-
gaged property which the taxpayer is authorized or
required to deduct from payments on the mortgage.

{(c) A tax on mortgaged property charge-
able against the mortgagee OT holder of the note
secured.

(a) A specific tax on all or any portion
of the indebtedness oOXr on payments of principal and
interest made by mortgagors.

7.2 Effect of Taxes. 1f any state tax to which
this section applies Is enacted after the date of this
Mortgage, this shall constitute an event of default unless
the following conditions are met:

7 (a) Mortgagor may lawfully pay the tax
or charge imposed by the state tax, and

(p) Mortgagor pays Or offers to pay the
tax or charge within 30 days after notice from
Mortgagee that the tax law has been enacted.

8. Transfer.

Mortgagor shall not transfer or agree to transfer

the Mortgaged Property without the prior written consent of
1y withheld.

Mortgagee, which consent shall not be unreasonab
consent by Mortgagee to one transfer shall not constitute
consent to other transfers or .a waiver of this section.
Mortgagee may, as a condition to consenting to any transfer,
impose an assumption fee of 1 percent of the outstanding
indebtedness and increase the interest rate on the indebted-
ness by an amount not to exceed 2 percent per annum.

9. Prior Indebtedness.

9.1 Prior Lien. The 1ien securing the Indebtedness

Frior =S
secured by this Mortgage is and remains secondary and inferior

to the liens of the following mortgages OT trust deeds

securing payment of prior notes as follows:
1. Mortgage to the Federal Land Bank of Spokane, a corporation
in Spokane, Washington dated February 20, 1981 to secure payment
of $350,000,00.
2. Mortgage to the Federal Land Bauk of Spokang. 3 garpoxation
in Spokane, Washington dated July 24, 1981 to secure payment of
$495,000,00,
3, Mortgage to Hubert Brums and Merle S. Brums dated July 31,

1981 to secure payment of $250,000.00.
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Mortgagor expressly covenants and agrees to pay or see to the
payment of the indebtedness secured by such prior mortgages
or trust deeds and to prevent any jefaults thereunder.

9.2 Default. If the payment of any installment
of principal or any interest on the prior indebtedness is not
made within the time required by the note evidencing such
indebtedness, ©Or should an event of default occur under such
mortgages OTr trust deeds securing such indebtedness and not
be cured during any applicable grace period therein, then the
Indebtedness secured by this Mortgage shall, at the option of

the Mortgagee, become immediately due and payable.

i0. Events of Default.

The following shall constitute events of default:

{a) Failure of Mortgagor to make any
payment required under this Mortgage when due.

(p) Failure of Mortgagor to perform any
other obligation contained in this Mortgage OY
the Security Agreement, within 30 days after notice
from Mortgagee specifying the nature of the default
or, if the default cannot be cured within 30 days.
failure within such time to commence and pursue
with reasonable diligence curative action. No
notice of default and no opportunity to cure shall
be required if during the same calendar year
Mortgagee has already sent a notice to Mortgagor
concerning default in performance of the same
obligation.

(c) Failure of Mortgagor to pay any
installment of principal or interest on the prior
notes and mortgages OT trust deeds, as it shall
become due, OY commencement. of any suit or other
action to foreclose said prior mortgages or trust
deeds.

(d) Dissolution, insolvency, business
failure or discontinuance of Mortgagor as 2 going
pusiness (except for 1abor disputes); appointment
of a receiver of any of the property of, assignment
for the benefit of creditors by a commencement of
.any proceedings under any bankruptcy or insolvency -
laws by Mortgagor; failure of Mortgagor to obtain
dismissal or deny the contents of any petition filed
against it under any bankruptcy Or insolvency laws
within the time required to answer.

1l. Mortgagee's Rights upon Default.

11.1 -Remedies. On default Mortgagee may exercise
any one or more of the following rights and remedies in
addition to any other remedy which may be available at law,

in equity or octherwise:

. {a) Mortgagee may declare the entire
amount owed by Mortgagor., including . any prepayment




penalty which Mortgagor would be required to pay:
immediately,due and payable.

(b) Mortgagee may have a receiver
appointed as a matter of right or may exercise all
rights of a2 receiver as 2 mortgagee—in—possession.

(c) Mortgagee may., either through a
receiver or as @ mortgagee—in—possession, take
possession of all or any part of the Mortgaged
Property. which shall be peaceably surrendered by
Mortgagor - . .

(a) Mortgagee may revoke Mortgagor's
right tO collect the rents and revenues from the
Mortgaged Property: and may:« either itself or
through a receiver:, collect the same. To facili-
tate collection, Mortgagee may notify Mortgagor's
tenants. toO pay rents directly to it. Mortgagee
shall not be deemed a mortgagee—in—possession
solely by reason of exercise of the rights con-
tained in this subparagraph-.

(e) Mortgagee may obtain a decree fore-
closing Mortgagor's interest in all or any part of
the Mortgaged pProperty-

(£) 1f permitted by applicable law,
Mortgagee may foreclose Mortgagor's interest in
all or any part of the Mortgaged Property by non-
judicial sale.

(g) 1f permitted by applicable law,
Mortgagee may obtain a judgment for any deficiency
remaining in the indebtedness gue to Mortgagee
after application of all amounts received from the
exercise of the rights provided in this section.

With respect to any part of the
Mortgaged P is nal property.
Mortgagee ma i and remedies of
a secured party un i commercial Code
of the state in which located.

11.2 Receiver. Mortgagee shall be entitlied to the
appointment of a receiver as a matter of right whether or not
the apparent value of the Mortgaged Property exceeds the
amount of the secured indebtedness: and any receiver appointed
may serve without bond- Employment by Mortgagee shall not
disqualify 2 person from serving as receiver.

11.3 Rights of Receiver OT Mortgagee—in—?ossession.
Upon taking possession of all or any part of the Mortgaged

property the receiver OF Mortgagee may:

(a) Use, operate. manage: control and
conduct pusiness on the Mortgaged Property and
make expenditures for all maintenance and improve-
ments as in-its judgment are properi




(p) collect all rents, revenues:
income, 1 i £rom the Mortgaged
property and apP enses of
use, operation and manal

(c) At Mortgagee's option, complete any
construction in progress on the Mortgaged Property:
apnd in that connection p2 i porrow funds:
enployY contractors and make any changes in plans
or specifications as Mortgagee€ deems appropriate.

1f the revenues produced py the Mortgaged property are
insufficient to pay expenses. the receiver may borrovw. from
Mortgagee or otherwise: or Mortgagee may porrow Or advance
such sums as it deems necessary for the purposes stated in
this paragraph, and repayment of such sums shall be secured
by this Mortgage- The amounts advanced shall
bear interest at the highest T charged on any
of the Notes from the date of expenditure until repaid and
shall be payable by Mortgagor to Mortgagee on demand.

11.4 Manner of Nonjudicial sale. In exercising
the remedies provided in paragraphs T1.1(£) and (h). Mort-
gagee may sell all or any part of the Mortgaged property as a
wnole or in parcels. Mortgagee maY pid at any public sale
on all or any portion of the Mortgaged Property: Mortgagee
shall give Moritgagor able notice of the tim

of any.public sale or of the time after i

sale or other disposition the Mortgaged property

made, and notice given at ays prior to the time of
the sale or other gispositio clusively presumed

to be reasonable. A public sal ucted in the following
fashion shall be conclusively P e reasonable:

(a) Notice is given at jeast 10 days
prior to the date of sale by publi i once in a
newspaper of general circulation P i

county in which the sale is toO pe h

(p) The sale is held in a county in
which the Mortgaged property O any part is located
or in a county in which Mortgagor has a place of
businessi?

(c) payment is required to be in cash
or by'certified check jmmediately following the
close of the sale; except that if Mortgagee pbids
it need not actually make payments:

(a) The sale is by auction, but it need
not be by @ professional auctioneelr;

{e) The Mortgaged property is sold as is
and without any preparation for sale bY Mortgagee-

Election of Remedies. Election bY Mortgagee
to pursue one remedy shall not exclude resort to any other
remedy . and all remedies of Mortgagee under this Mortgage
are cumula i not exclusive. an election to make
expenditures or:t ction to perform an obligation

under paragraph 12.7 shall'neither»prejudice Mortgagee's




right to declare a default nor constitute a waiver of the
breached term or of any of the remedies provided in this
section.

11.6 Application of Proceeds from Mortgaged
Property.. All proceeds realized from the exercise of Mort-
gagee's rights and remedies shall be applied as follows:

(a) To pay the costs of exercising such
rights and remedies, including the costs of any
sale, the costs and expenses of any receiver or
mortgagee-in-possession, and the costs and ex-
penses provided for in paragraph 12.3;

(p) To pay all amounts owed by Mortgagor
payment of which is secured by this Mortgage;

(¢) The overplus, if any, shall be paid
to the clerk of the court in the case of a fore-
closure by a judicial proceeding, otherwise to the
person or persons legally entitled thereto.

12. Miscellaneous.

12.1 Notices. Any notice under this Mortgage
shall be in writing. Any notice to be given or document to
be delivered under this Mortgage shall be effective when
either delivered in person or deposited as registered or
certified mail, postage prepaid, addressed to the party at
the address specified in this Mortgage. Either party may by
notice to the other designate a different address.

12.2 Annual Reports. Within 60 days following
the close of each fiscal year of Mortgagor, Mortgagor shall
furnish to Mortgagee a statement of net operating income
received from the Mortgaged Property during Mortgagor's
previous fiscal year in such detail as Mortgagee shall
require. - “Net operating income" shall mean all cash receipts
from the Mortgaged Property less all cash expenditures made
in connection with the operation of the Mortgaged Property.

12.3  Expenses. In the event that Mortgagee shall
take any action, judicial or otherwise, to enforce the Notes
or any provision of this Mortgage, or the Security Agreement
or if Mortgagee shall be required to appear in any proceeding
to protect and maintain the priority of this Mortgage,
Mortgagee shall be entitled to recover from Mortgagor all
expenses which it may reasonably incur in taking such action,
including but not limited to costs incurred in searching
records, the cost of title reports and surveyors' reports, and
attorneys' fees, whether incurred in a suit or action or
appeal from a judgment or decree therein or in connection
with nonjudicial action. Mortgagor shall reimburse Mortgagee
for expenses s0 incurred on demand with interest thereon at
the highest rate then being paid on any of the Notes from the
date of expenditure until repaid.

12.4 - Waiver. A waiver by Mortgagee of a breach
of any provision of this Mortgage shall not constitute a
waiver of that provision or of any succeeding breach of or




prejudice Mortgagee's right otherwise to demand strict
compliance with the same or any other provision.

12.5 Mortgage Binding upon Successors and Assigns.
Subject to Section 8, this Mortgage shall be binding on and
inure to the benefit of the successors and assigns of both
Mortgagor and Mortgagee. 1f ownership of the Mortgaged
Property becomes vested in a person other than Mortgagor:
Mortgagee, without notice to Mortgagor, may deal with
Mortgagor's successor with reference to this Mortgage and
the Notes by way of forebearance oI extension without
releasing Mortgagor from the obligations of this Mortgage or
liability under the Notes. T

12.6 Time of Essence. Time is of the essence of
this Mortgage. -

12.7 Mortgagee's Right to Perform Obligations of
Mortgagor. If Mortgagor fails to per form any obligation
required of it under this Mortgage, Mortgagee without notice
may take any steps necessary to remedy such failure. Mortgagor
shall reimburse Mortgagee for all amounts expended in soO
doing on demand with interest at the highest rate then being
paid on any of the Notes from the date of expenditure until
repaid. Such action by Mortgagee shall not constitute a
waiver of the default or any other right or remedy which
Mortgagee may have on account of Mortgagor's default.

12.8 Security Agreement; Financing Statements.
This instrument shall constitute a security agreement under

the Uniform Commercial Code with respect to any personal
property included in the Mortgaged Property and the rents,
revenues, income, issues and profits therefrom (the Collat-
eral). Mortgagor shall promptly execute the necessary
financing statements in the form required by the Uniform
Commercial Code in effect in the state in which the Collat-
eral is located and shall file the statements at Mortgagor's
expense in all public offices where filing is required to
perfect the security interest of Mortgagee in the Collat-
eral. Mortgagee may, at any time and at its option without
further authorization from Mortgagor, file copies of this
instrument as financing statements. Upon default Mortgagor
shall, within three days after receipt of written demand
from Mortgagee, assemble the Collateral and make it available
to Mortgagee at a place designated by Mortgagee.

12.9 Release on Full Performance. If Mortgagor
pays the full indebtedness when due and performs all obliga-
tions under this Mortgage, Mortgagee shall, if requested,
execute and deliver to Mortgagor a suitable satisfaction
of this Mortgage-

12.10 Applicable Law. This Mortgage has been
executed and delivered to Mortgagee in the State of California
and all payments are to be made to Mortgagee in the State of
California.  The law of the State of California shall
be applicable for the purpose of construing and determining
the validity of this Mortgage and, to the fullest extent
permitted by the law of any state in which any of the
Mortgaged ‘Property is located, determining the rights and
remedies of Mortgagee on default. The law of the state







EXHIBIT A

o —

' LEGAL DESCRIPTIONS

7 Cc's Ranch

PARCEL 1 e

That -portion of Lot 1 of Section 7, Township 47 South, Ranac 19
gast ;of the Wiplamette Meridian, in the County of Klamath, State
of Oregon; MOIE particularly described as follows:

cak

Beginﬂing at aypoint on the section line 150 fect, mOrc or less.
west of the Nertheast corner of said lot i thence East alona the
gection line &,distante of 150 feet, more or 1CSS. to the said
vNOrtheast‘corner; thence South a aistance of 60 feet, more or jess,
+o a point on the East line of said Lot 1; thence in a northwesterlv

direciion to the point of beginnind.

ALSO a 'strip of 1and 100 feet in width in the Northeast guartcr of
the Northwest guarter‘(NEk of Nwk), Northwest cuarter of the North-
(hwk of NE¥) and south half of the Northeast quartex

) of Section 7, Township 37 South, Randc 15 East of the
willamette Meridian, as described in that deed from Blv Locuing
company to Wweyerhaeuser Timber Companv, dated Tulv 10, 1950 arnd

recorded chember 22, 1950 in Book 243 at paac 444, beced Pocorcés.

PARCEL 2

= The Sx:.swkNEk»and SWLNWX% of Sectionm36, pownshio 16 South, Ranae
.14 East of the willamctte Meridian, in the Countv .of Klamath, State
of Oregon.
S !
PARCEL 3 i
mhe SkSk Section 31, Township 36 south, Randce 15 EBast of the
villamette Meridian, in the County of Klamath, State of Oregon.

PARCEL 4

. N )

Government Lot 1; those vortions of Governmcnt Lots 2 and 3 lving
Northeasterly of HeycrhacuserkTimbcr‘County woad; tho gLNEL: the
SkNkNE%; the SE% lying Northcasterly of tho rlamath valls-lakevioew
Righwayi and the SKNELSHY lying Northeasterly of the Klamath Yalls-
Lakeviewrﬂighway,’BXCEPTING THEREFROM the S%NERSEN; all of Section

}, Township 37 south, Range 14 East of the willamette Meridian,
in the County of Xlamath, state of Qredon-

" 2NRCEL 5

. w&sw%;aSB&SW%;~SBNE%SN¥;3nd{the WSk gection 9, Townchip

Range 15 East*0f~thcuwillamettc Meridian, in the county
state of Oredon. '

'Ailrof section G,,Townshig‘37 south, Ranae 15 Fast of the Willametie
S Met}éian,ginathGJCounty of Klamath, gtate of Oreaot 1ving HNorth-=
- -onst Of U.S. ‘Highway 366.




PARCEL 7

The NEY% and EXNWk of Section 7, Township 37 South, ‘Range 15

East of the Willamette Meridian, in the County of Klamath,
state of Oregon, lying Northeasterly of U.S. lighway #06.

PARCEL 8
The NiMk; SkNE%; and the  SWLNWk, EXCEPI' the South 330 fecet,, 2ll

Vinf§e¢tion;8; Township 37 ‘South, Range 15 EBast of the Willamette
Meridian, in the County of Klamath, State of Orcuon.

PARCEL 9

The Ny of Lot 1 lying North of U.S. Highway No. 66, also known as Highway
No. 140, in Section 7. Township 37 south, Range 15 East of the Willamette
Meridian, in the County of Klamath, State of Oregon, EXCEPT the following

_described tract: v
‘Beginnihg at a point on the North Section line 150 feet West of the

Northeast COrner of Lot 1l; thence East 150 feet to the said North-
east corner; thence South 60 fecl: thence Northwesterly to the point

of beginning.

North Fork Ranch

The following -described real property situate in Klamath County, Oregon:

Township_ 35 South ,.'_Raes.é_-.li._ﬁ_i-)i-_ :
: section 32: W},»HQEQ— N

Township 36 South, Range 14, E.W.M.
Gection 5: All: :
Sec tion 8:  All

STAT F OREGON, COUNTY OF KLAMATH; ss.

atted for record atsupnstod -
s 20 day of Jgﬂgﬁgy vA.D{l9§2 at_330%'clock B M- and

~duly cocerded n Vol _M 82 of _Mtge onra c 842 .
LT - o EVZEYN Bigf, County ot
Fee‘$§2.00 e B( /%LJ?’ .

72.L




