DEED OF TRUST, ASSIGNMENT OF LEASES AND RENTS,
SECURITY AGREEMENT AND FIXTURE FILING

THIS DEED OF TRUST, dated as of the 6th day of March,
1989, is among KIAMATH DAIRY PRODUCTS, INC., an Oregon corporation
("Grantor") , ‘MOUNTAIN TITLE COMPANY OF KLAMATH COUNTY, ("Trustee"),
and SEATTLE-FIRST NATIONAL BANK, a national banking association
("Beneficiary").

For Value Received, Grantor hereby irrevocably grants,
bargains, sells, conveys and warrants to Trustee in trust, with
power of sale that certain real property located in the County of
Klamath, State of Oregon, and more particularly described in
attached Exhibit "A" (the "Property"),

(The addresses of Beneficiary and Grantor are as set
forth in Paragraph 6.4 hereof and the Tax Account Number
of the Property are 3809 033BB 02100, 04000, and 04200.)

TOGETHER WITH:

(a) All buildings, structures and improvements now or
hereafter located on the Property, all privileges and other rights
now or hereafter made appurtenant thereto, including without
limitation all right, title and interest of Grantor in and to all
streets, roads and public places, opened or proposed and, all
easements and rights of way, public or private, now or hereafter -
used in connection with the Property;

(b) All of Grantor's interest in and to all fixtures
and property now or hereafter attached to or used in the operation
of the Property including, but not 1limited to, heating and
incinerating apparatus and equipment, boilers, engines, motors,
dynamos, generating equipment, computers, computer workstations and
terminals, telephone and other communication systems, piping and
plumbing fixtures, ranges, cooking apparatus and mechanical kitchen
equipment, refrigerators, cooling, ventilating, sprinkling and
vacuum cleaning systems, fire extinguishing apparatus, gas and
electric fixtures, irrigation equipment, carpeting, underpadding,
elevators, escalators, partitions, mantels, built-in nirrors,
window shades, blinds, screens, storm sash, awnings, furnishings
of public spaces, halls and lobbies, and shrubbery and plants, and
all renewals or replacements thereof or articles in substitution
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(c) incomne, contract rights, leases and
profits ( which may hereafter become due under
or by virtue rental agreement, or other contract
("Leases"), n or oral, for the u
the Property, Or any part thereof,

Ssecurity deposit all of which
leases, imi

Indebtedness"),
(or a receiver), at its election,
under this Deed of Trust or

All awards, Compensation ang settlements in lieu
de as a result of the taking by bPower of eminent domain
of the whole or any part of the Property, including without
limitation any awards for damages sustained to the Property, for
a temporary taking, change of grade of streets or taking of access;

(e} A11 insurance policies covering all or any portion
of the Property;

er all pre
specificationg contracts
construction or manage n of any co
i ncludi i tion tenant imp
i and all righ
sent’' and i '
approvals th or fronm any municipal
Corporation, other governmental or quasi-
governmental i relevant to development,
i , divisi i he Property;

(9) A
savings accounts, i Surety bonds,
warranties, management i greements with
any real estate agents or brokers, ang Service contracts with or
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from any entity, which are in any way relevant to the development,*
improvement, leasing, sale or use of all Or any portion of the
Property or any personal Property located thereon;

(h) All the lands, tenements, privileges, reversions,
remainders, irrigation and water rights ana stock, o0il and gas
rights, royalties, minerals and mineral rights, hereditaments ang
appurtenances belonging or in any way pertaining to the Property;
and

(i) All proceeds  of the conversion, voluntary and
involuntary, of any of +the foregoing into cash or liquidated
claims.

Items (a) through (i) are hereby declared to be, for all purposes
of this Deed of Trust, a part of the "Property",

Grantor makes the foregoing grant to Trustee to hold the
Property in trust for the benefit of Beneficiary and for the
burposes and upon the ternms and conditions hereinafter set forth.

THIS DEED OF TRUST IS FOR THE PURPOSE OF SECURING the
bayment of the following promissory notes (the "Notes"):

A Promissory Note dated March 6, 1989 in the amount of
$515,000.00, repayable in periodic installments.

A Promissory Note dated March 6, 1989 in the amount of
$685,000.00, repayable in periodic installments.

A Promissory Note dated March 6, 1989 evidencing a $100,000.00
line of credit. ,

The last periodic installment under the Notes is anticipated to be
December 31, 1996 (the "Maturit the payment of any further
sums advanced or loane i ’

successors or assigns, i

the future advance or loan specifically states that

by this Deed of Trust or (2) the advance,

expenses incurred by Beneficiary, is made purs

Trust or any other documents e

securing, or relating to the Note ,
executed prior to, contemporaneously with, or subsequent to this
Deed of Trust, together with interest thereon at the rate set forth
in the Notes unless otherwise specified in the Loan Documents or
agreed to in writing; the pPerformance of the obligations described
in the Notes, in this Deed of Trust, in the Business Loan Agreement
dated March 6, 1989, and in any other Loan Document; all renewals,
modifications, or extensions thereof. (References to Sections or
Paragraphs, unless otherwise indicated, shall refer to Sections and
Paragraphs in this Deeg of Trust.)

- DEED OF TRUST, ASSIGNMENT OF - LEASES = AND RENTS, SECURITY
AGREEMENT AND FIXTURE FILING )




The partiesg Covenant and agree as follows:

Section 1. Grantor's Covenants and Warrantjesg,

1.2 Propertz.
marketable title +to
€ncumbranceg

writing,

hereunder

(c) the Proceeds ofr

Or Grantor's bPersonal, family, or

for Grantor's business or commercial

Purposes, t the Property shaij be in compliance

with al3 i ordinances and Tegulations of all
government

1.3 Taxes, Assessmentsg and Liens.

1.3.1 Monthi Deposits. Beneficiary, at its option,
may require Grantor to pa TY each month 4 sum equal to
One-twelfth insu
and similar

Beneficiary

waives the
Premiums. or

breach
Beneficiary. Grantor!
assessments on the installment basis allow
for purposes hereof as "payment when due"
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1.6.5 Insurance - Proceeds. =~ All prbceeds from- any
insurance on the Property shall be used in accordance with the
provisions of Paragraph 1.13. :

1.7  Eminent Domain.

1.7.1 Notice of Condemnation. If the Property, or any
part thereof or interest therein, is taken or damaged by reasons
of any public improvement or condemnation proceeding, or if Grantor
receives any notice or other information regarding a condemnation
proceeding or similar type of proceeding, Grantor shall immediately
notify Beneficiary.

1.7.2 Condemnation Proceeds. Beneficiary shall be
entitled to all compensation, awards and other payments or relief
related to condemnation, and shall be entitled at its sole option
to commence, appear in and prosecute in its own name any such
action or proceeding. Beneficiary shall also be entitled to make

i lement in connection with such taking or

All such compensation, awards, damages, rights of action

and proceeds awarded to Grantor ("Condemnation Proceeds") are

hereby assigned to Beneficiary and Grantor agrees to execute such

further assignments of the Condemnation Proceeds as Beneficiary

may require. Beneficiary shall have the option, in its sole and
absolute discretion, either to:

(i) apply such Condemnation Proceeds, after
deducting therefrom all costs and expenses (regardless of the
i reof and whether incurred with or without
including attorney fees incurred by Beneficiary in
connection with such Condemnation Proceeds, upon all or part of
the indebtedness secured by this Deed of Trust in such order as
Beneficiary may determine, without regard to whether or not the
security of Beneficiary is impaired, or

(ii) apply all of such Condemnation Proceeds, after
deducting all of Beneficiary's costs and expenses, +to the
restoration of the Property upon such conditions as Beneficiary
may determine.

. Books and Records. Grantor shall keep adequate books
and records of account .in accordance with generally accepted
accounting principles and shall permit Beneficiary, or its agents,
accountants and attorneys, to examine its books and records of
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such advance or expenditure until paid, and the repayment thereof
shall be secured hereby. Beneficiary, at its option, may (a)
refuse any subsequent payment unless accompanied by repayment of
the sums expended or advanced,; (b) add such sums to the principal
balance of one of the Notes or (c) treat the failure to pay such
sums as demanded as a default hereunder. If such sums are added
to the principal balance of a Note, they shall bear interest at
the Default Rate as defined in the pertinent Note.

1.11 Annual Statements. Within ninety (90) days of the close
of each fiscal year of Grantor, Grantor shall furnish Beneficiary,
at Grantor's expense, with Grantor's audited financial statement
and with annual statements of operations of the Property in a form
satisfactory to Beneficiary and certified by Grantor or a general
partner of Grantor and accompanied by an opinion of an independent
certified public accountant, acceptable to Beneficiary, stating
that such annual statement presents fairly the financial condition
of the Property being reported upon and has been prepared in
accordance with generally accepted accounting principles
consistently applied (except for changes in application in which
such accountant concurs). Each statement shall include an annual
rent schedule, and a schedule of gross receipts of each tenant who
is obligated to pay additional rent based on a percentage of gross
receipts. Beneficiary shall have the right, upon five (5) days
prior written notice, to inspect and make copies of Grantor's
books, records, and income tax returns with respect to the Property
for the purpose of verifying any such statement. Such examination
shall be at Beneficiary's expense unless Grantor's statements are
found to contain significant discrepancies, in which case the cost
of such examination shall be at Grantor's expense.

1.12 Tax Service Contract. Upon Beneficiary's request,
Grantor shall provide, at its expense, a tax service contract Ffor
the term of the Notes issued by a tax reporting agency approved by
Beneficiary. Otherwise, Grantor shall reimburse Beneficiary for
the cost of making annual tax searches throughout the term of the
Notes.

1.13 Casualty Loss/Restoration.

(a) After the happening of any casualty to the Property,
whether required to be insured against under the policies to be
provided by Grantor hereunder, Grantor shall give prompt written
notice thereof to Beneficiary generally describing the nature and
cause of such casualty and the extent of the damage or destruction
to the Property.

(b) Grantor hereby assigns to Beneficiary all insurance
proceeds which Grantor may be entitled to receive. In the event
of any damage to or destruction of the Property, and provided
Grantor is not in default under any of the Loan Documents and
Beneficiary has determined that its security has not been impaired,
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Grantor shall commence and diligently pursue to completion. in
accordance with this Paragraph 1.13 the repair, restoration and
rebuilding of any portion of the Property that has been partially
damaged or destroyed in full compliance with all legal requirements
and to the same condition, character and at least equal value and
general utility as nearly as possible to that existing prior to
such damage or destruction (the "Restoration"). Beneficiary shall
deposit such insurance proceeds other than rent or business
interruption insurance proceeds in an account and shall disburse
such insurance proceeds other than rent or business interruption
insurance proceeds, less the cost, if any, to Beneficiary of
recovering and paying out such proceeds (including without
limitation attorney fees and expenses, adjuster's fees, and fees
incurred in Beneficiary's performance of its obligations hereunder)
(the "Net Insurance Proceeds"), in the manner hereinafter provided,
to the Restoration. In the event +that the Property is
substantially destroyed, or cannot be rebuilt as a similar project
because it was a non-conforming use under applicable governmental
or zoning ordinance, or Beneficiary has reasonably determined that
its security has been impaired, Beneficiary may, at its option,
apply the Net Insurance Proceeds to the reduction of the
Indebtedness in such order -as Beneficiary may determine or to the
cost of Restoration, and, at Beneficiary's option and in its sole
discretion, Beneficiary may declare the Indebtedness immediately
due and payable.

(c) In the event the Net Insurance Proceeds are to be
used for the Restoration, Grantor shall, prior to the commencement
of any work in connection with the Restoration (the "Work"),
deliver or furnish to Beneficiary: (i) complete plans and
specifications for the Work which (A) have been approved by all
governmental authorities whose approval is required, if any, (B)
bear the signed approval of an architect satisfactory to
Beneficiary (the "Architect") and (C) are daccompanied by
Architect's signed estimate of the total estimated cost of the
Restoration [such plans and specifications shall be subject to
Beneficiary's approval (the "Approved Plans and Specifications")]:
(ii) the amount of money (in the form of cash, letter of credit or
other assurance of payment reasonably satisfactory to Beneficiary)
which, as determined by Beneficiary, will be sufficient when added
to the Net Insurance Proceeds, if any, to pay the entire cost of
the Restoration (all money as held by Beneficiary is referred to
herein as the "Restoration Funds"); (iii) copies of all permits and
approvals required by law in connection with the commencement and
conduct of the Restoration; and (iv) a contract for construction
executed by Grantor and a contractor satisfactory to Beneficiary
(the "“Contractor™) in form, scope and substance satisfactory to
Beneficiary (including the customary retention) for performance of
the Work.

(d) Grantor shall not commence any portion of the Work,
other than temporary work to protect the Property or prevent
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interference with business until Grantor shall have complied with
the requirements of this Paragraph 1.13. - After commencing the
Work, Grantor shall perform or cause the Contractor to perform the
Work diligently and in good faith in accordance with the Approved
Plans and Specifications approved by Beneficiary. So long as
Grantor is not in default under any of the ILoan Documents,
Beneficiary shall disburse the Restoration Funds in increments to
Grantor or as Grantor may direct, from time to time as the Work
progresses, to pay (or reimburse Grantor for) the costs of the
Restoration, but subject to the following conditions, any of which
Beneficiary may waive in its sole discretion:

(i) Beneficiary shall make such payments only upon
not less than ten (10) days prior written notice from Grantor to
Beneficiary and Grantor's delivery to Beneficiary of (A) Grantor's
written request for payment (a "Request for Payment") accompanied
by a certificate by Architect in form, scope and substance
satisfactory to Beneficiary which states that all of the Work
ccmpleted to that date has been done in compliance with the
Approved Plans and Specifications and in accordance with all
provisions of law, that the amount requested has been paid or is
then due and payable and is properly a part of the cost of the
Restoration and that when added to all sums, if any, previously
paid out by Beneficiary, the requested amount does not exceed the
value of the Work done to the date of such certificate; (B)
evidence satisfactory to Beneficiary that there are no construction
liens for 1labor, materials supplied or equipment rented in
connection with the Work to date or that any such liens have been
adequately provided for to Beneficiary's satisfaction; and (C)
evidence satisfactory to Beneficiary that the balance of the
Restoration Funds remaining after making the payments shall be
sufficient to pay the balance of the cost of the Restoration not
completed to date (giving in such reasonable detail as Beneficiary
may require an estimate of the cost of such completion). Each
Request for Payment shall be accompanied by waivers of liens
satisfactory to Beneficiary covering that part of the Work
previously paid for, if any, and by a search prepared by a title
company or by other evidence satisfactory to Beneficiary that no
construction liens have been filed against the Property and not
discharged of record and that no encumbrance exists on or affecting
the Property other than encumbrances, if any, which are set forth
in the title policy issued to Beneficiary insuring the lien of this
Deed of Trust or which are permitted by the provisions of this Deed
of Trust;

(ii) Any Request for Payment after the Restoration
has been completed shall be accompanied by a copy of any
certificate or certificates required by law to render occupancy of
the Property legal.

(e) Upon Beneficlary's receipt of the Certificate of
Occupancy for the Property and of evidence acceptable to
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Beneficiary that the Restoration has been completed and the costs
thereof paid in full, and that the time period for filing
construction 1liens has expired and no construction liens in
connection with the Restoration are outstanding against the
Property, and provided that Grantor is not then in default under
any of the Loan Documents, Beneficiary shall pay any remaining
Restoration Funds then held by Beneficiary to Grantor; provided
that nothing contained herein shall prevent Beneficiary from
applying at any time the whole or any part of the Restoration Funds
to the curing of any default under the Loan Documents.

(F) If (i) within sixty (60) days after the occurrence
of any damage or destruction to the Property requiring Restoration,
Grantor fails to submit to Beneficiary and receive Beneficiary's
approval of plans and specifications or fajls to deposit with
Beneficiary the additional amount necessary to accomplish the
Restoration as provided in Paragraph 1.13(c), or (ii) after such
plans and specifications are approved by all such governmental
authorities and Beneficiary, Grantor fails to commence promptly or
diligently continue to completion the Restoration, or (iii) Grantor
pbecomes delinquent in payment of the costs incurred in connection
with the Restoration, then, in addition to all of the rights herein
set forth and after fifteen (15) days written notice of the non-
fulfillment of one or more of the foregoing conditions, if not
cured within such time period, Beneficiary may apply the
Restoration Funds then or thereafter held by Beneficiary to reduce
the unpaid Indebtedness in such oxder as Beneficiary may determine,
and at Beneficiary's option and in its sole discretion, Beneficiary
may declare the Tndebtedness immediately due and payable.

(9) In the event that Beneficiary applies all or any
portion of the Restoration Funds to reduce the unpaid Indebtedness
as provided in this Paragraph 1.13, after payment in full of all
sums secured by the Loan Documents, any remaining Restoration Funds
shall be paid to holders of subordinate security interests or to

Grantor, as their respective interests may appear.

1.14 Definitions, Environmental Covenants, Warranties and
Compliance.

(a) ngpnvironmental Law" means any federal, state or
jocal law, statute, ordinance, or regulation pertaining to health,
industrial hygiene, oxr the environmental conditions on, under or
about the Property, including without limitation the comprehensive
Environmental Response, Compensation, and I.iability Act of 1980
("CERCLA") as amended, 42 U.S.C. Sections 9601 et seg., and the
Resource Conservation and Recovery Act of 1976 ("RCRA"}, 42 U.S.C.
Sections 6901 et sed.

(b) The term "Hazardous Substance" includes without
limitation:
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(1) Those substances included within the
definitions of ‘"hazardous substances," "hazardous materials, ™
"toxic substances," or "solid waste" in CERCLA, RCRA, and the
Hazardous Materials Transportation Act, 49 U.S.C. Sections 1801 et
sedq., and in the regulations promulgated pursuant to said laws;

(ii) Those substances defined as “hazardous wastesg"®
in Section 466.005 of the Oregon Revised Statutes and amendments
thereto, and in the regulations promulgated pursuant to said laws:

(iii) Those substances listed in the United States
Department of Transportation Table (49 CFR 172.101 and amendments
thereto) or by the Environmental Protection Agency (or any
Successor agency) as hazardous substances (40 CFR Part 302 and
amendments thereto) ;

(iv) Such other substances, materials and wastes
which are or become regulated under applicable local, state or
federal 1law, or the ‘United States government, or which are
classified as hazardous or toxic under federal, state, or local
laws or regulations; and

(v) Any material, waste or substance which is (a)
‘asbestos, (B) polychlorinated biphenyls, (C) designated as a
"hazardous substance" pursuant to Section 311 of the Clean Water
Act, 33 U.S.C. Sections 1251 et seq. (See 33 U.S.C. §1321) or
listed pursuant to Section 307 of the Clean Water Act (33 U.s.cC.
§1317):; (D) explosives; or (E) radiocactive materials.

(c) Grantor will not use, generate, manufacture,
produce, store, release, discharge, or dispose of on, under or
about the Property or transport to or from the Property any
Hazardous Substance or allow any other person or entity to do so
except in minor amounts under conditions permitted by applicable
law.

(d) Grantor shall keep and maintain the Property in
compliance with, and shall not cause or permit the Property to be
in violation of, any Environmental Law .

(e) Grantor shall give prompt written notice to
Beneficiary of:

(1) any proceeding or ingquiry by any governmental
authority with respect to the presence of any Hazardous Substance
on the Property or the migration thereof from or to other premises;

(ii) all claims made or threatened by any third
party against Grantor or the Property relating to any loss or
injury resulting from any Hazardous Substance; and
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(iii) Grantor's discovery of any occurrence or
condition on any real property adjoining or in the vicinity of the
Property that could cause the Property or any part thereof to be
subject to any restrictions on the ownership, occupancy,
transferability or use of the Property under any Environmental Law.

(£) Beneficiary shall have the right to Jjoin and
participate in, as a party if it so elects, any legal proceedings
or actions initiated with respect to the Property in connection
with any Environmental Law and have its attorney fees in connection
therewith paid by Grantor.

(g) Grantor shall protect, indemnify and hold harmless
Beneficiary, its directors, officers, employees, agents, successors
and assigns from and against any and all loss, damage, cost,
expense or liability (including attorney fees and ceosts) directly
or indirectly arising out of or attributable to the use,
generation, manufacture, production, storage, release, threatened
release, discharge, disposal, or presence of a Hazardous Substance
on, under or about the Property including without limitation (1)
all foreseeable conseguential damages; and (ii) the costs of any
required or necessary repair, cleanup oY detoxification of the
Property and the preparation and implementation of any closure,
remedial or other required plans. This indemnity shall not survive
the reconveyance of the 1ien of this Deed of Trust, or the
extinguishment of the lien by foreclosure oOr action in 1lieu
thereof, and this covenant shall not survive such reconveyance oI
extinguishment.

(h) In the event that any investigation, site
monitoring, containment, cleanup, removal, restoration or other
remedial work of any kind or nature (the "Remedial Work") is
reasonably necessary or desirable under any applicable local, state
or federal law oOr regulation, any judicial order, oY by any
governmental or nongovernmental entity or person because of, or in
connection with, the current or future presence, suspected
presence, release Or suspected release of a Hazardous Substance in
or into the air, soil, groundwater, surface water or soil vapor at,
on, about, under or within the Property (or any portion thereof),
Grantor shall, within thirty (30) days after written demand for
performance thereof by Beneficiary (or such shorter period of time
as may be required under any applicable law, regulation, order Or
agreement), commence and thereafter diligently prosecute to
completion, all such Remedial Work. All Remedial Work shall be
performed by contractors approved in advance by Beneficiary, and
under the supervision of a consulting engineer approved - by
Beneficiary. All costs and expenses of such Remedial Work shall
be paid by Grantor including, without limitation, Beneficiary's
reasonable attorneys fees and costs incurred in connection with
monitoring or review of such Remedial Work. In the event Grantor
shall fail to timely commence, or cause to be commenced, such
Remedial Work, Beneficiary may, pbut shall not be reguired to, cause
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shall become part orf

(i) Intentionally omitted.

(j) Grantor represents and warrants to Beneficiary that:

(1) Neither the Property nor Grantor is in
violation of or subject to any existing, pending or threatened

investigation by any governmental authority under any Environmental
Law.

Environmental Law to
use any improvements,
Property.

inquiry has
ed above) has been

( Grantor's prior, present and intended use of
i1l not result in the disposal or release of any
tance on or to the Property.

Organization of Grantor; Validity of Ioan Documents;
Litigation. Grantor hereby represents and warrants to

Beneficiary ang Trustee that:

If Grantor is a partnership,
validly existin

e of its or

State of Oregon;
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l1.16.2 Assignment of Rents ang Leases - Grantor'sg Right
to Collect. Grantor hereby absolutely and irrevocably assigns to
Ror o= 2 : .
Beneflclary all Grantor'g interest inp the Rents and Leases, This
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assignment shall be subject to . the terms and conditions of any
separate assignment of leases and/or rents, whenever executed, in
favor of Beneficiary and covering the Property. Unless otherwise
provided in any separate assignment of leases and/or vents, and sO
long as Grantor is not in default under the Loan Documents, Grantor
shall have 2a license to collect the Rents as they pbecome due.
crantor shall use the Rents to pay normal operating expenses for
the Property and sums due and payments required under the Loan
Documents. No Rents shall be collected more than one month in
advance of the due date. Grantor warrants that it has made no
prior assignment of the Rents or Leases and will make no subsequent
assignment without the prioxr written consent of Beneficiary.
crantor's right to collect the Rents shall not constitute
Beneficiary's consent to the use of cash collateral in any
bankruptcy proceedings.

Section 2. rvents of Default
The following shall constitute events of default under
this Deed of Trust and under each of the other Loan Documents:

2.1 Nonpayment. Failure of Grantor beyond any applicable
notice and cure period to make any payment required by the Notes,
this Deed of Trust or any other Loan Document on or before its due
date.

2.2 Breach of other Covenant. Failure of Grantor beyond any
applicable notice and cure period to perform any other obligation
contained in the Notes, in this Deed of Trust or in any other Loan
Document.

2.3 Misinformation. Falsity in any material respect of the
warranties in gections 1.2, 1.14(3), 1.15 or 1.16.2 or of any
representation, warranty or information furnished by ¢rantor or its
agents to Beneficiary in connection with the Loan.

2.4 other Indebtedness, Secondary Financing. Grantor's
default in the performance of any obligation contained in: any
documents evidencing or securing any other indebtedness owed to
Beneficiary or under any document evidencing or securing any

secondary financing transaction which uses the property as

security.
2.5 Due—-on-Sale, Due—on—Encumbrance.

Transfer Restrictions. one of the inducements to
Beneficiary for making the Loan is the identity of Grantor.
Grantor understands and agrees that the existence of any interest
in ‘the Property, other than the interests of Grantor - and
Beneficiary (bY virtue of this Trust Deed and the other Loan
Documents) and the existence of any interests in Grantor other than

those of the present owners thereof would impair the Property and
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the security interest of Beneficiary. The sale, conveyance,
transfer or encumbrance of the Property, or any part thereof, or
any interest therein, or the transfer of full possessory rights
therein, directly or indirectly, either voluntarily, involuntarily,
or by operation of law without Beneficiary's prior written consent,
shall be deemed to be an event of default under this Deed of Trust.
For the purpose of clarification, and without limiting the
generality of the foregoing, the occurrence at any time of any of
the following events shall be deemed to be a transfer or
encumbrance of the Property in violation of this paragraph:

(i) any sale, conveyance, assignment, encumbrance,
or other transfer of, or the grant of a security interest in, all
or any part of the legal and/or equitable title to the Property or
all or substantially all of Grantor's assets;

(ii) any sale, conveyance, assignment, or other
transfer of, or the grant of a security interest in, any share of
stock of Grantor, if Grantor is a corporation;

(iii) any sale, conveyance, assignment, or other
transfer of, or the grant of a security interest in, any general
partnership interest in Grantor, if Grantor is a partnership; or

(iv) any sale, conveyance, assignment or other
transfer of fifty percent (50%) or more of the limited partnership
interests in Grantor, if Grantor is a limited partnership.

The purpose of this Paragraph 2.5 is to protect Beneficiary's
security, keep the Property free from subordinate financing liens,
and/or allow Beneficiary to raise the interest rate and collect
transfer/assumption fees. The provisions of this paragraph shall
apply to each and every sale, transfer, conveyance or encumbrance,
regardless of whether or not Beneficiary has consented or waived
its rights, (whether by action or inaction), in connection with any
previous sale, transfer, conveyance or encumbrance, whether one or
more. Beneficiary may attach such conditions to its consent under
this Paragraph 2.5 as Beneficiary may determine, including without
limitation an increase in the interest rate, payment of transfer
or assumption fees, payment of administrative and legal fees and
costs incurred by Beneficiary, and/or receipt of Grantor's
agreement that immediately upon closing of the subject sale,
transfer, conveyance or encumbrance, Grantor shall provide
Beneficiary with a copy of the deed or other instrument conveying
title to the Property. Notwithstanding the giving of such consent
hereunder, Grantor shall not engage in any "prohibited transaction"
with any "party-in-interest" as such ternms are defined in the
Employee Retirement Income Security Act of 1974, as amended from
time to time.

2.6 Certain Taxes. For the purposes of this subsection,
State Tax shall mean:
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(a) A specific tax on mortgages; trust deeds, secured
indebtedness OT any part of the indebtedness secured by this Deed
of Trust.

(b) A specific tax on the grantor of property subject
to a trust deed which the taxpayer is authorized or required to
deduct from payments on the trust deed.

(c) A taxon property chargeable against the peneficiary
or trustee under a trust deed oOT holder of the note secured
thereby -

(@) A gpecific tax (other than an income tax or a gross
receipts tax) on all or any portion of the indebtedness OF on
payments of principal and interest made by Grantor.

tate Tax is enacted after the date of this Deed of Trust,
enactment of the tax shall constitute an event of default, unless
the following conditions are met:

(1) Grantor may jawfully pay the tax or charge
imposed by the State Tax without causing any resulting economic
disadvantage OT increase of tax to Beneficiary or Trustee, and

(ii) Grantor pays or agrees to pay the tax oY
charge within thirty (30) days after notice from Beneficiary ©OF
Trustee that the tax law has peen enacted.

In the event of a default under this paragraph 2.6, and
notwithstanding any other provision of the Notes or this Deed of
Trust, no prepayment premium shall be payable.

5.7 Bankruptcy. The occurrence of any of the following, with
respect to the Property, Grantor, any general partner of Grantor
or the then owner of the Property: (i) the appointment of a
receiver, liquidator, OF trustee; (ii) the adjudication as a
pankrupt oY insolvent; (iii) the filing of any petition for
Bankruptcy or reorganization under any state or federal pankruptcy.,
reorganization or insolvency law, except an involuntary petition
which is dismissed within ni £ its £iling; (iv) the
jnstitution of any proceeding for i or ligquidation,
except an involuntary proceeding which is dismissed within ninety
(90) days of ijts filing; (V) inability to pay debts when due; (vi)
any general assignment for the benefit of creditors; oOr (vii) the
abandonment of the property.

2.8 Intentionally 1eft blank.
5.9 Notice of Default. any periods of grace OF notice

provided for the penefit of Grantor herein or in the other Loan
Docunments shall run concurrently and not consecutively.
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Section 3. Remedies in Case of Default.

If an event of default shall occur, Beneficiary or Trustee,
as the case may be, may exercise any of the following rights and
remedies, in addition to any other remedies which may be available
at law, in equity, or otherwise:

3.1 Acceleration. Beneficiary may declare all sums secured
by this Deed of Trust, including all interest and prepayment
charges, to be immediately due and payable.

3.2 Books and Records. Beneficiary may examine all books,
records and contracts of Grantor pertaining to the Property and of
any guarantors and make such memoranda thereof as may be desired.

3.3 Receiver. Beneficiary may have a receiver of the
Property appointed. Beneficiary shall be entitled to the
appointment of a receiver as a matter of right whether or not the
apparent value of the Property exceeds the amount of the
indebtedness secured by this Deed of Trust. Employment by Trustee
or Beneficiary shall not disqualify a person from serving as
receiver. Grantor waives all defenses and consents to the
appointment of a receiver at Beneficiary's option.

3.4 Possession. Beneficiary may, either through a receiver
or as a lender-in-possession, take possession of all or any part
of the Property, and Grantor shall peaceably surrender the same.

3.5 Rents and Revenues. Beneficiary may revoke Grantor's
license to collect the rents and revenues from the Property, and
may, either itself or through a receiver, collect the same. To
facilitate collection, Beneficiary may notify Grantor's tenants to
pay rents directly to it. Beneficiary shall not be deemed to be
in possession of the Property solely by reason of exercise of the
rights contained in this Paragraph 3.5. If rents are collected by
Beneficiary under this Paragraph 3.5, Grantor hereby irrevocably
designates Beneficiary as Grantor's attorney-in-fact to endorse
instruments received in payment of rent, in respect of any part of
the Property, in the name of Grantor and to negotiate such
instruments and collect the proceeds thereof; and after payment of
all amounts owed to Beneficiary pursuant to the Loan Documents, any
remaining amounts shall be paid to Grantor and this power shall
terminate.

3.6. Foreclosure. Beneficiary may foreclose this Deed of
Trust like a mortgage and obtain a decree foreclosing Grantor's
interest in all or any part of the Property.

3.7 Fixtureg and Personal Property. With respect to any
fixtures or personal property subject to a security interest in
favor of Beneficiary, Beneficiary may exercise any and all of the
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rights ang remedies of 3 secured pParty under the Oregon Uniform
Commercial coge.

Power of saje. Beneficiary may direct Trustee, anqg

=2Wer of Sale
shall pe empowered, to foreclose the Property by
d exercise of the power of sale under applicable

3.10 Sale of Collateral. In exercisin
remedies, Beneficiary shall be free to sell
collateral together or se
its Collateral i i portions.
Beneficiary shall i of all or
any portion of ‘its

3.11 Cumulative Remedies.
shall not exclude resort to an
context otherwise Yequires, a1]
are cumulative and not

Section 1. Receiver or Trustee—in—Possession.

Upon taking Possession of all or any part
Property, a receiver or Trustee or Beneficiary Or Benefi
representative may:

4.2 Rents ang Revenues. ; income,
S and profits from the Property ang a Y such sums to the
Xpenses of use, Operation, management, maintenance and

4.3 Construction.
in progress
borrow funds,
Specifications

4.4 revenues Produced by
the Proper ici including without
limitation i ciary or Trustee
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pursuant to this Section 4, a receiver may borrow, or Beneficiary
or Trustee may advance, such sums upon such terms as it deenms
necessary for the purposes stated in this section, and repayment
of such sums shall be secured by this Deed of Trust.

Section 5. Application of Proceeds.

All proceeds realized from the exercise of the rights
and remedies under Sections 3 and 4 shall be applied as follows:

5.1 Costs and Expenses. To pay the costs of exercising such
rights and remedies, including the costs of any sale, the costs and

éxpenses of any receiver or lender—in-possession, and the costs and
expenses provided for in Paragraph 6.9.

5.2 Indebtedness. To pay all amounts due and payable under
the Notes or under any other Loan Document or bayment of which is
secured by this Deed of Trust.

5.3 Surplus. The surplus, if any, shall be paid to the clerk
of the court in the case of a foreclosure by judicial proceeding,
otherwise to the person or persons legally entitled thereto.

Section 6. General Provisions.

6.1 Time is of the Essence. Time is of the essence hereof
in connection with all obligations of the Grantor herein, in the
Notes or in any other Loan Document.

6.2 Reconvevyance by Trustee. At any time upon the request
of the Beneficiary, payment of its fees and presentation of this
Deed of Trust and the Notes for endorsement (in case of full
reconveyance for cancellation and retention), without affecting
liability of any person for the payment of the Indebtedness,
Trustee may (a) consent to the making of any map or plot of said
Property, (b) join i i any easement or creating any
restriction thereon, joi in any subordination or other
agreement affecting this Deed of Trust or the lien or charge
thereof, (d4d) reconvey, without warranty, all or any part of the
Property. The Grantee in any reconveyance may be described as the
"merson or i eto," and the recitals

Y
truthfulness thereof.

6.3 No Impairment of Security. Grantor shall not, without
first obtaining Beneficiary's written consent, assign any of the
rents or profits of the Property or collect any rent for more than
one month in advance or change the general nature of the occupancy
or initiate or acquiesce in any zoning reclassification, or do or
suffer any act or thing which would impair the security for. said
debt or Beneficiary's lien upon the Property or the rents thereof.
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follows:

If to Grantor:

Klamath Dairy Products,
b.o. Box 1089
Klamath Falls,

Inc.

OR 97601

If to Beneficiary:

ents given
have been given when

6.6 Substityute Trustee.
resignation of the Trustee,
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advice following a default alleged in good faith under the Notes
or under any other Loan Document; if Beneficiary is the prevailing
party in any litigation instituted in connection with the Notes or
any other ILoan Document; or if Beneficiary or any . other person
initiates any judicial or nonjudicial action, suit or proceeding
in connection with the Notes or any other Loan Document, the
indebtedness evidenced hereby or the security therefor, and an
attorney is employed by Beneficiary to (a) appear in any such
action, suit or proceeding, or (b) reclaim, seek relief from a
judicial or statutory stay, sequester, protect, preserve or enforce
Beneficiary's interest in the Notes, this Deed of Trust, or any
other ILoan Document, or any security for the Notes (including but
not limited to proceedings under federal bankruptcy law, in eminent
domain, under probate proceedings, or in connection with any state
or federal tax 1lien); then in any such event Grantor shall pay
attorney's fees and costs and expenses incurred by Beneficiary
and/or its attorney in connection with the above-mentiocned events
or any appeals related to such events, including but not limited
to costs incurred in searching records, the cost of title reports
and the cost of surveyors' reports. If not paid within ten (10)
days after such fees, costs and expenses become due and written
demand for payment is made upon Grantor, such amount may, at
Beneficiary's option, be added to the principal of one of the Notes
and shall bear interest at the Default Rate.

6.10 Beneficiary's Right to Cure. If Grantor fails to
perform any obligation required of it under this Deed of Trust,

Beneficiary may, without notice, take such action as it deems
appropriate to remedy such failure. Such action by Beneficiary
shall not constitute a waiver of the default or any other right or
remedy which Beneficiary may have on account of Grantor's default.

6.11 Prepayment. The principal balance of the Notes may be
prepaid in full or in part, at any time, without payment of a
prepayment premium.

6.12 Applicable lLaw. The law of the State of Oregon shall
govern the validity, interpretation, construction and performance
of this Deed of Trust.

6.13 Headings. The headings to the sections and paragraphs
of this Deed of Trust are included only for the convenience of the
parties and shall not have the effect of defining, diminishing or
enlarging the rights of the parties or affecting the construction
or interpretation of any portion cf this Deed of Trust.

6.14 Severability. If any provision of this Deed of Trust
shall be held to be invalid, illegal or unenforceable, such
invalidity, illegality or unenforceability shall not affect any
other provisions of this Deed of Trust, but this Deed of Trust
shall be construed as if such invalid, illegal or unenforceable
provision had never been contained herein.
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6.15 Additional Livestock. In the event Grantor acquires
additional livestock in connection
birth or otherwise, Grantor shall
such acquisition, including the type, breed, number, sex,
brands, and marks, and shall, upon Beneficiarys request, execute
such documentation as Beneficiary deems appropriate to grant
Beneficiary a security interest in such livestock.

. Late Charge. The Notes provides that if any payment is
not received by Beneficiary at the place of payment specified in
the Notes on or before ten days after its due date,
Beneficiary, at its option, may assess a late charge equal to five

of each dollar not timely paid, and that such late

able on demand, and Beneficiary, at its

late payment or any subsequent pbayment

late charge, (b) add such late charge

f the pertinent Note or (c¢) treat the

a default under the

If such late charge is added to the principai

balance of such Note, it shall bear interest at the Default Rate
(as defined in such Note).

6.17 Entire Agreement. This Deed of Trust and the Notes
contain the entire agreement of the parties with respect to the
matters covered, and no other Previous agreement, statement or
promise made by any party to this Deed of Trust i
contained in its ternms Or in the terms of the No
binding or valid.

Required by ORS 93.090. THIS INSTRUMENT WILL

THE PROPERTY DESCRIBED IN THIS INSTRUMENT IN
VIOLATION OF APPLICABLE LAND USE LAWS AND REGULATIONS. BEFORE
SIGNING OR ACCEPTING THIS INSTRUMENT, THE PERSON ACQUIRING FEE
TITLE TO THE PROPERTY SHOULD CHECK WITH THE APPROPRIATE CITY OR
COUNTY PLANNING DEPARTMENT TO VERIFY APPROVED USES.

6.19 Adjustable Rate Note. The Notes contains provisions
which allow the interest rate and the monthly payments to change
periodically. The interest rate, payment terms or balance due on
the Loan secured by this Deed of Trust may be indexed, adjusted,
renewed or renegotiated.

. Commitment Survives Closing. To the extent any
provision in the Commitment issuegd by the Beneficiary in connection
with the Loan i i

A
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6.21 Effective Fixt
document is bein i
[ ] five years, [
reconveyed or satis
terminates as to the Property.

6.22 Redemption Proceeds.

6.22.1 Notice of Redem tion. If the Property, or any

part thereof or interest therein, is redemned, or if Grantor

i ¢e or other information regarding a redemption

proceeding or similar type of pProceeding, Grantor shall immediately
notify Beneficiary.

6.22.2 Redemption Proceeds.
entitled to alz compensati
to redemption, and shal
commence, appear in and brosecute in its own
Or proceeding. All such Ccompensation, r Tights of action
and proceeds ("Redemption Proceeds") are hereby assigned to
ici such further assignments
may require. Beneficiary
apply such Redemption
Proceeds, i costs and expenses
(regardless i reof and whether incurred
with or wi i i torney fees incurred by
Beneficiary in con i i

in such
without regard to whether or
mpaired or whether Grantor is
any other Loan Document

(Space left intentionally blank)
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"GRANTOR"

KLAMATH DAIRYkPRODUCTS, INC.
an Oregon Corporation

By. 3596726%: /4740a4¢x{ : By P v
Its_ ¥ Zcs, Lent Its
=

STATE oF )
) ss.
County of )

On this /Q?zzaay of March, 1989, bPersonally appeared “
7£QE2Lgezng ;ir duly sworn,
he is the 4 éof

Inc.,
signed in pe
directors;

4

Public for
My Commission Expires:

(Space left intentionally blank)
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STATE OF

)} SS.
County of

W / , who, being first duly sworn, did say that
hé is the e~ of Klamath Dairy Products,
Inc., an Oregon €éorporation, and that the foregoing instrument was
signed in behalf of said corporation by authority of its board of
directors; and acknowledged said instrument to be its voluntary act
and deed. Before me:

20n tﬁ.s ZG gay of March, 1989, personally appeared

Notary Public for
My Commission Expires:
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EXHIBIT "aA"

Legal Description

Lots 4D and the North 8 1/3 feet of Lot 4C, Tots 3¢, 3D, 2D, 2C,
2B, 2A, 1D and the Westerly 15 feet of Lot 1C,- all in Block 4,
RATLROAD ADDITION TO THE CITY OF KLAMATH FALLS, according to the
supplemental plat thereof on file in the office of the County Clerk
of Klamath County, Oregon.

That portion of the 81/2 SEl/4 of Section 18, Township 40 South,
Range 10 East of the Willamette Meridian, 1lying Southerly and
Westerly of the Southern Pacific Railroad right of way and
Northerly and Easterly of the Klamath Irrigation District No. 5
Drain. :

STATE OF OREGON: COUNTY OF KLAMATH:  ss.

Filed for record at request of —Mauntain Title Co the 16th day
of March A.D., 19 89 at 4:17 o’clock P M., and duly recorded in Vol. _— M89
of Mortgages __ on Page 4489 .

Evelyn Biehn _ County Clerk
FEE $148 .00 By DR ek e WV 1 2 80 e AéMﬂ/




