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DEED OF TRUST

AND ABSIGNMENT OF RENTS

THIS DEED OF TRUST, made this —39th  dayof August, 1987 ___ between

@ . . P f i o
sScott L. Runels, also known as _and who acquirved title as Scott Lee Runels, and
— Maregie B. Rumels, husband and wife

a5 Association, R
-Cast Fe = AARbociation, ¥ e

= ——— as Trustee and Bencficiary, a corporation, existing and operating under
the Farm Credit Sct of 1971, as amended, having its principal place of business in Lrrove Grande, Califor

WITNESSETH: That Trustor IRREVOCABLY GRANTS, CONVEYS AND ASSIGNS unto said Trustee, in trus,

with power of sale together with right of catry and possession the following deseribed real property situated in the County of
) oY

Klamath »Baicof | Ore :

tescription of real pfopertf . Bee Exhibit rpv, hereto and made a part hereof.

TOGETHER WITH: all buildings, structures, equipment, fixteres (tocluding, but not limited to, trees, vines and shrobs) and
improveraents of every kind and description now or hereafter constructed or plased thereon; alf standing timber and timber 1o
be cut located thercon; all pumping plants, clectrical generators, wind machines, and fencing and storage tanks, now or
horeafter used in conncetion with the propesty, ail of which are hersby declared to bs fixtures; all grazing rights, leases, permits
and Heenses; ali oif, gas, and mineral leases, permits and rights used with the property; and all tenements, hereditaments,
easements, rights-of-way and appurtenances to {he property (collectively the "Property”).
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Water Assets: The Property shall also include all right title, and interest at any time of Truster (or any of itz bailees, agents, or
instrumentalitics), whethier now existing or berealter asising or acquircd, whether direct or indirect, whether owned legally, of
record, equitably or beaeficially, whether constituiing real or personal property (or subject to any other characterizations),
whether created or authorized under existing or future laws or regulations, aad however arising in, including without limitation,
the following, which shall collectively be called "Water Assets™ ’ ‘

1. All water (including any water inventory in storage), water rights and eniitlements, other rights to water and other rights
to receive water or water rights of every kingd or nature whatsoever including (i) the groundwater on, under, pumped from or
otherwise available to the Property, whether as the result of groundwater rights, contractual rights or otherwise, (i) Trustor’s
right to remove and exiract any such groundwater including any permits, rights or Licenses granted by any governmental
authority or agency or any rights granted or created by any usc, casement, covenant, agreement, or contract with any person or
entity, (i1} any rights to which the Property is entitled with respect to surface water, wheiher such right is appropriative, riparian,
prescriptive, decreed or otherwise and whether or not pursuant to permit o7 other governmental authorization, or the right to
store asy such water, (iv) any water, water right, water aliocation, distribution right, delivery right, water storage right, or other
water-related eniitlement appurtenant or otherwise applicable to the Property by virtue of the Property being situated within the
boundaries of any district, agency, or other governmental cntity or within the boundarics of any private water company, mutual
water company, or other nor-governmental entity;

2. Al stock, interest or rights (including any water allocations, voting or decision rights} in any entity, together with any and
all rights from any entity or other person to acguire, receive, sxchange, sebt, lease, or otherwise transfer any Water Assets, Lo
store, deposit or othervise create water credits in a water bank or similar or other arrangement for alloeating waler, to transpori
or deliver water, or otherwise to deal with any Water Asset;

3. All licenses, permits, approvals, contracts, decrees, rights and interests to acquire or appropriate any Water Assets, water
bank or other credits evidencing any right to Water Assets, to siore, carry, transport or deliver Water Assets, to sell, lease,
exchange, or otherwise transfer any Water Asset, or to change the poiat for diversion of water, the location of any Water Asset,
the place of usc of any Water Asset, or the purpose of the use of any Water Assel;

4, All rights, claims, causes of action, judgments, awards, and other judicial, arbiter or administrative refief in any way
relating to any Water Asset;

5, All storage and treatment rights for auy Water Asset, whether on or off the Property or other property of Trustor,
together with ali storage tanks, and other equipment used or ussble in connection with such storage and any water bank deposit
cradits, deposit aceounts or other rights arising on account of the storage or nonuse of any Water Asset;

6. All rights to sransport, carry, allorate or otherwise deliver Water Assets by any meaas wherever located;

7. Al irrigation and watering equipment and all systems, ditches, laterals, conduits, and rights-of-way used to convey such
watcr or to drain the Property;

8. All guarantics, warranties, marketing, management or service contracts, indemnily agreements, and water right
agreements, other water related contracts and water realiocation righis, all insurance policies regarding or rolating to any Water

9. All rents, issues, profits, proceeds and other accousts, instrumcents, chattel paper, contract rights, general intangibles,
deposit accounts, and other rights to payment arising from or on account of any use, nonuse, sale, lease, transfer or other
disposition of any Water Assct.

References 1o "wates” and "water rights” are used herein in the broadest and most comprebensive sense of the term(s). The term
“water” includes water rights and rights to water or whatever rights to moaey, proceeds, property or other benefits are exchanged
or reccived for or on account of any Waler Assels or any conservation or other nosuse of water, including whatever rights are
achicved by depositing one’s shars of any Water Assets in any water bank or with any water authority, or any other water
realiocation rights.

Ta the extent that any of the Froperty, including without limitation any Water Assct, constitutes personal property, this Deed of
Yrust shall also be decined 0 be 4 sceurity agreement and Trustor does hereby create and grani to Beneficiary a security interest
in all such personal property described herein and further grants to Beneficiary all of the rights and remedics of a secured party
under the Uniforma Commercial Code and other applicable state Jaw, which rights are cumulative,

R s
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TRUSTOR ABSOLUTELY AND UNCONDITIONALLY ASSIGNS, transfers, conveys and sets over io Beneficiary all the
reats, royalties, issues, profits, revenue, income and other benefits of the Property arisiag from the use or epjoyment of 2if or any
portion thereof, including those set forth in Paragraph 9 above, or from say lease, wincral lease, or agreement pertaining (o the
Property {collectively the "Rents”); SUBJECT, HOWEVER, o the right, power and authority given to and conferred upon
Trustor by Paragraph B.3 hereof. This assignment shall be perfected antomatically without appointment of a receiver or
Beneficiary becoming a mortgagee in possession,

FOR THE PURPGSE OF SECURING: {1) payment of the indebtedness or obligations svidenced by guarantees or by the
following promissory note{s) payable by Trustor and/or others to the Beneficiary at the times, in the manner and with interest as
therein sot forth (metes may contain variable or adjustable intercst rate pravisions):

Face Amount Dated Face Amount Dated Face Amount Dated
£918,053.060 08/19,/97

{2) the payment of such additional loans or advances, inciuding advances under a revolving line of credit, with interect therson,
as hereafter may be made to Trustor, or Trustor's siccessors or assigss, cvidenced by a promissory note, guaranty or otherwiss;
PROVIDED HOWEVER, THAT, such additional lcans or advances shall be secured by this Deed of Trust oplv i the
promissory notc, guaranty, or other decument evidencing such loans or advances shall recite that it is to ke secured by this Deed
of Trust; (3) the payment of any substitue notes, renewals, reamortizations, coaversion agreemenis and exiensions of all
indebtedness secured by this Deed of Trust; (4) the performance of every oblization and agreement of Trusior whethe
contained or incorporated by reference in this Deed of Trust, or contained in any loan document or guaranty executed by Trusto
i favor of Bencficlary, with respect to any loan or advasce secured by this Deed of Trust; and (5} the pavmesnt of all sum
expended or advanced by Beneficlary under or pursuant to the terms of this Deed of Trust. together with interest thercon a
herein provided. The foregoing shall hereinafter be referred to as the “Indebtedsess”. The continuing validity and priority of this
Deed of Trust as security for future loans or advaaces shall not be impaired by the fact that at certain times hereafter there may
exist no ouistanding indebtedness from Trustor to Beneficiary or no commitment to make loans or advances,

A. TO PROTECT THE SECURITY OF THIS DEED OF TRUST, TRUSTOR AGREES:
1. To usc loan procceds solely for the purposes set forth in the loan application(s).

2. To keep the Property in good corndition, working order and repair; care for the Property in accordance with standards of
goed husbandry and to keep all trees, vines and crops on said land properly cultivated, irrigated, fertilized, sprayed, and
fumigated; not to sell, transfer, assige, encumber or convey any water or water right from the Froperty, or to enter inio an
agreement for the nonuse of water, without the pricr written consent of Beneficiary, not to remove, destroy or suffer the removal
or destruction of any building, fence, canal, well or other improvements or fixtures thereon; not to remove, replace or alter any
hosticultural or viticultural tree, vine or shrub planted thereon without the pricr written consent of Beneficiary, except in the
ordinary course of business; to complete or restore promptly and in good and workmanlike manner any building which may be
constructed, damaged or destroyed thereon; to comply with all laws, covenants and restrictions affecting the Property; not to
commit or perait waste thereof; not to commit, suffer or permit any act upon the Property in violation of law; to do all other aus
which from the character or use of the Property may be reasonably nocessary, the specific enumerations hercin not excluding the
general; to observe and perform all obligations of Trustor under any lease of the Property.

3. To provide, maintain and deliver to Beneficiary, fire and extended coverage, flood and ail other types of insurance in
terms and amounts as may be required by law or Beneficiary, with loss pavable endorsements solely in favor of Benefictary, In
the event of loss, the insurance proceeds, or any part thereof, may be applied by Beneficiary, at its option, to reduce the
indebtedness or restore or repair the property damaged. Failure to obtain, maintain or deliver to Benefidiary the insurance
required shall constitute an event of default under this Deed of Trust.

At least thisty (30) days prior to the expiration of any such policy of insurazce, Trustor will deliver a policy renewing or
extending such expiring insurance and written evidence demonstrating paymest of the premiura for such insurance. If any such
policy and evidence of payment {or copies of same, if originals cannot be delivered to Beneficiary) are aot so delivered to
Beneficiary, without notice to or demand upon Trustor and without releasing Trustor from any obligation under this Deed of
Trust, Beneficiary may (but is not obligated ta), at Trustor’s expeanse, obtain insurance in such types, on such terms and in such
amounts as Beaeficiary in its sole discretion shall decide, through or from any insurance agency or company accepiable to it
Any insurance obtained by Beneficiary shall be for its sole benefit and te protect the security of this Deed of Trust. The expense
and cost of such insurance shall, at Beneficiary’s sole option, be payable on demand or added to the indebtedness 2¢ provids
herein. Nelther Trustee nor Beacfidary shall be chargeable with or responsible for the procurement or mainienance of any s
insurance, the collection of 2ay proceeds from sech insurance, or the insolvency of any insurance company or underariter.
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4. Te appear in and ltigate any action or proceeding purporting to affect the security hereof, the title to the Property, or the
rights or powers of Beneficiary or Trustee. Bencfictary or Trustee may appear in and litigate any such action or procecdings,
inchuding any bankruptcy, pariition or condemnation proceeding, affecting the Property, or Beneficiary’s intercst therein, in
which event Trustor agrees to pay all costs and expenses thereof, including attérmney’s fecs and costs of securing evidence of title.

5. To pay on or before the due date all taxes and assessmonts affecting the Property, includisg all assessments upon water
company stock and all rents, assessments and charges for water, appurtenant to or used in connection with the Properly; to pay,
when due, all encumbrances, charges, and lens, on the Properiy or any part thereof, which a¢ any time appear to be prior or
superior hereto.

6. In the event that Beneficiary utilizes the services of aitorneys, accountants, appraisers, consultants, or other professional or
outside assistance, including the services of in-house counsel or any other attorney or professi(ms’ who is a direct "maim"’c of
Beneficiary, the reasonable amount of cxpenses incurred by Beneficiary o utilize such persons in connection with the following
shall be payable on demand and Beneficiary may, at its option, add the amount of such expenses to any portion of the
Indebtedness, and charge interest on such amount af the isterest rate applcabie 1o such portion of the Indebtedaess:

(2) The preparation or modification of this Decd of Trust, or any other agreement or decument incident to the
Indsbiedness;

(b) Advising Beneficiary concerning its legal rights and obligations with regard o the ioof Trust, the nd::,
agrecments incident to the Indebtedness, or the Properiy, including adws:rg Beneficery with re ‘a
rights, if any, under the provisions of the Farm Credit Act, any policy or program of Beneficiary. or an

() Any ltigation, dispute, proceeding, or action, whether instituted by Benefictary, Trustor or any other per
1o the Indebtedness, the Froperty or Trustor’s affairs;

{(d) The furtherance of Beneficlary's interest in amy bankrupicy, insolvency, or reorganization case or proceeding
instituted by or against Trustor, including any steps to {i) modify or terminate the automatic stay, (i} probibit or condition
Trustor’s use of cash collateral, (iif) object to any disclosure statement or plan, (iv) propose or confirm a plan, and (v} presccufa
or defend adversary pfncwdmm, or contested matters, and take or defend cxaminations or discovery, whether or not refated to
any adversary procecding or contested matier;

(s) The inspection, verification, protection, coliection, processing, sale, liguidation, or disposition of the Property, and

(D) Any of the type of expenses referred to in {a) through () above incurred by Beneficiary in connection with any
guaraniy of the Indebtedness.
The fees and costs described herein and clsewhere in this Deed of Trust shall be in addition to those set forth in the loan
agreement or any other written agreement between Trustor and Beneficiary.

7. Should Trustor fail to make any payment or to do any act as herein provided, then Beneficiary or Trustee, but without
obligation to do so and without motice to or demand upon Trustor and without releasing Trustor from any obligation hereol,
may: make or do the same in such manner and to such extent as cither may deem necessary to protect the Property, Beneficlary
or Trustee being authorized to enter upon the Property for such purposes; commence, appear in and litigate any action or
proceeding purporfing to affect the Property or the rights or powers of Beneficiary or Trustee, including any bankrupicy
proceeding affecting the Propyrty, pay, pur chase, contest, o compromise any encumbrance, charge or lien which in the judgment
of cither appears to be prior or superior hereto; pay such fees, charges, rents or other payments accruing under the grazing
permits described in Paragraph 10 below; and in exercising any such powers, incur any liability, expend whatever amounts in its
absoluie discretion it may deem necessary therefore, including attorney’s, accountant’s, and aporaiaal fees, environmental fees
and costs of seeuring evidence of title, and ail amsousts so i‘\*‘undcd shall be obligations of Trustor secured by this Deed of Trust.
Nothing contained hercin shall prohibit Bescficiary from entering the Preperty, at a reasonable time and upon reasenable notice
to Trusior, without incurring or assuming any obligations or Habilities whatsoever, for the sole purpose of inspecting the
Property.

8. To pay immediately and without demand all sums expended by Bencficlary or Trustee pursuant to the provisions hereof,
with interest from date of expenditure at the same rate as is provided for in the note or notes secured by this Deed of Trust. In
the event that such sums are not immediately paid, they shall be added, along with the appropriate amount of capital stock or
participation certificates, t¢ the principal balance of the Indebtedness and shall accrue interest as therein set forth. All such
sums shall be secured hereby.
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4. Epvironmental Laws and Hazardous Substances.

S0

(a) As used in this Paragraph %

(1) "Environmental Laws” shall mean all federal, staie and Yocal faws, ordinances, rules and regulations gow of hereafter
in force, as amended from time 10 time, in any way relating to or regulating human health or safety, industrial hygieae or
protection of the environment. :

{ii) "Hazardous Substances” shall mean any substance of material that is described, designated or regulated as a toxic 0f
hazardous substance, waste or material of 2 poilutant or contaminant, 07 words of similar impert, in aay of the Environmental
Laws. '

{ii}) "Release” shall macan any spiiling, leaking, pumping, pouring, emitting, emptying, discharging, injecting, escaping,
leaching, dumping of disposing into the environment, including continuing migration, of Hazardous Substances into, onio or
through the soil, surface water or groundwater of the Proparty, whether or not caused by, contributed to, permitted by,
acquiesced to or known to Trustor.

(i) "User” means any person other than Trustor who cceupies, uses or eomes onto or has occagied, used or come 0nto
the Property or any part thereof and any agent or contractor of such a person.

(b} Trustor represents and warrants to Beneficiary that as of the date of this Deed of Trust and to the best of Trustor's
knowledge, based on dug inquiry and investigation:

(i) except as previously disclosed in writing by Trustor to Beneficiary (A) no Hazardous Substances in excsss of
permitted levels or yeporiable quantities under applicable Eoviconmental Laws are present in, on of urder the Property or any
nearby real property which could migrate to the Property, (B) no Release or threatened Release exists or has occurred, {C)
neither Trustor nor any User has ever used the Property or any part thereof for the productiop, manufacture, generation,
treatment, handling, storags, transportation or disposal of Hazardous Substances, (D) no underground, surface or clevated
storage tanks of any kind, wells (except domestic water wells), septic tanks, pits, pouds or other impoundments ("Tanks") are of
ever have been located in or on the Property, and {E) no investigation, claim, demand, action or proceeding of any kind relating
to any Release ot threatened Release or any past or present violation of any Environmental Laws relating to the Property hus
been made or commenced, or is pending, or is being threatened by any govermmental authority or other persou;

(i) all operations and activities at, ond the use and cccupascy of, the Property comply with ail applicable
Environmenial Laws;

(i) Trustor and every User has, and is in strict compliance with, every permit, license and approval required by ail
apolicable Environmental Laws for all activities and operations at, sad the use and cccupancy of, the Property;
P r : . ) 3

(iv) neither the Properly, nor any portion thereof, nor any adjacent property or portion thereof, has been or is proposed
to be listed under the Comprebensive Environmentai Response, Compensation and Liability Act (42 US.C. Section 9631, et
seq.), or any analogous statc iaw; and ’

(¥) any writtes disclosure subitted by or on behalf of Trustor to Beneficiary at Beneficiary’s request conceraing any
Release or threatened Release, past or present compliance by Trustor, User or any other person of any Environmental Laws
applicable to the Property, the past and present use snd pecupancy of the Properdy, any environmental concerns relating to the
Property and the like was true and complete when submitted.

{c} Trusior agrees thai
(i) Except in the ordinary course of business, in 3 good and husbandlike manner and in strict compliance with ail
applicable Environmental Laws, Trustor promises that neither Trustor nor asy User shalt use, produce, manufacture, generate,
treat, kandle, store, transport, OF dispose of any Hazardous Qubstances in, on or under the Property, or use the Property for any

such purposes;

(i) Trustor shall net cause, coniribute to, permit of acquiesce to any Release or threatened Release;
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(3ii) Trustor shall comply fully, and shall cause every User to comply fully, with all Environmental Laws apphcabi€ to the
Property, and 2!l other laws, ordinances and regulations applicable to the use or occupancy thereof, or any operations or
activities therein or thereon;

{iv) With respect to any Tanks disclosed in writing to Beneficiary, Trustor shal! comply with all Esvironmental Laws and
any reguirements of city or county fire departments, applicable to the maimtenznce and use of such Tanks, including, without
limitation, Title 40 of the Cade of Federal Regulations part 11Z;

(v} To facilitate performance of Trustor’s obligations under Pasagraph )iy, (i), (31i) and (v} of this Deed of Trust,
Trustor shali regularly inspect the Property, monitor the activities and operations of every User and confirm that every User has
obtained and fully complies with all permits, licenses and approvals requirsd by all applicable Environmental Laws;

(i) Immediately after Trustor obtains any information indicaiing any Release or threatened Release, or that
Hazardous Substances i, on or under any nearby property could migrate to the Propsrty or a violation of any Eavironmental
Laws may have occurred or could occur regarding the Property, Trustor shall give notice thereof to Beneficiary with a reasoaably
detailed description of the event, occurrence or condition in question;

(vii) If Beneficiary obtains any information that Beneficiary belicves in good faith indicates a reasonable possibility of a
Release or threatened Release, or that Hazardous Substances in, on or usnder any nearby real propesty could migrate to the
Property or any violation of any Environmental Laws may have occurred or could occur regarding the Property, then Trustor
shall, at the expense of Trustor, promply after a request by Beneficiary, or Beneficiary may at Trustor’s expense any time prior
to completion of a judicial or nonjudicial foreclosure, engage a qualificd environmental engineer to conduct a comprehensive
environmental assessment of the Property and prepare and submitl to Beacficiary a written report contatning the findings and
conclusions resulting from such investigation. Trustor shall, on demand, pay to Bencficiary all sums cxpended by Beneficiary in
conmection with any sach comprehensive environmental assessment, together with interest thereon after such demand at the
interest rate as set forth in the applicable promissory note(s) evidencing the Indebtedness;

{viii) Truster shall permit, or cause any User to permit, Beneficiary or its agents or independent contraciors (o enter
and inspect the Property (including the taking of buiiding materials, soil and groundwater samples) at any reasonable time and
after reasonable notice, except in an emergency, whether or not a default has occurred under this Deed of Trust, and inciuding
after the commencement of judicial or nonjudiciai foreclosure proceedings, for purposes of determining, as Beaneficiary deems
necessary or desirable: the existence, location or nature of any Hazardous Substances into, onto, or spread beneath or from the
Property, that is located or has been spilled, disposed of, discharged or released or, under or aboui the Property. Trustor
acknowledges that all inspections and reviews undertaken by Beneficiary are sclely for the benefit and protection of Beneficiary
and ugrees that Beneficiary shall have no duty to Trustor with respect to Hazardous Substances o Environmental Laws as a
result of any such inspections, and such inspections shall not result in a waiver of any defauit by Trastor. If Trustor or any User
fails to comply fully with the terms of this section, Bencficiary may obtain affirmative injunctive relief to compel such
compliance; and

(i) If any Release or threatened Release exisis or accurs before this Deed of Trust is reconveyed or foreclosed upon,
or if Trustor is in breach of any of its representations, warranties or covenants as set forth in this Section 9, Trustor shall
immediately give notice of the contition 1o Beneficiary, and Trustor shall at its own expense cause all Hazardous Substances 10
be cleaned up and removed from the Property, and the Propesty shall be resiored, in compliance with all applicable
Euvironmental Laws and other laws, ordinances, rules and regulations (the "Remediation Work"). I requested by Beneficiary,
Trustor shall submit to Beneficiary, for Beneficiary’s prior approval, complete plans and specitications for ail Remediation Work
to be done before any Remediation Work is performed, except in an emergeacy. Alfernatively, Beneficiary may cause such
Remediation Work to be completed at Trustor’s experse.

(d) Beneficiary shall have the right, but not the obligation, to advise appropriaie governmental suthoritics of any
snvircamental condition on or affecting the Property that constitutes or may constituie a breach of Trustor's obligations
hercunder.

{¢) Trustor and is successors and assigns shall indemnify, defend, protect, and hold harmiess Bescft
Teustes, its divectors, officers, employees, agents, shareholders, successors and assigas aod their officers, employees or agents,
from and against any and all claims, suits, damages, foresecable and unforesceable conmsequential damages, leus, Josses,
liabilities, interest, judgments, cleanup costs, demands, actions, causes of action, iujuries, administrative proceedings ard orders,
consent agreements and erders, penaliies, costs and expenses ({including any fees and expemses incurred in eaforcing this
indemnity, any ont-of-pocket litigation costs, sums paid in settlement of clajins, and ali consultant, expert and the reascnable fees

y, ai
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and expenses of connsel, including in-house legal services) of any kind whatsoever ("Claims"} paid, inourzed o suffered by, or
asserted against Bensficiary and/or Trustee, including but not fimited to Claims arising out of loss of lfe, injury to persoms,
trespass or damage o or contamination of property or natural resources, or injury to business, in connecrion with or arising out
of the activities of Trustor on the Property, Trustor's predecessors In interest, third parties who have been invited, permitted of
trespassed on the Property, of parties in'a contractual relationship with Trustor, or any of them, or which directly or indirectly
arise out of or result from or in any way connected with the Froperty, whethor ot not caused by Trustor or within the control of
Trustor, including without limitation: (i} the presence, use, generation, treatment, storage, disposal, Release, threatened Release,
or discharge of any Hazardous Material or Contaminant at or from said Property and/or the cleanup of Hazardous Materials or
Contaminants within, on or under said Property; () Trustor’s breach of ary of the representations, warranties and covenanis
contained herein; and (iH) Trustor’s violation or alleged violation of any applicable Eavironmental Law, reguiation or ordinance.

{) Trustor's representations, warrantics, covenants and indemnities contained herein shall survive the cccurrence of any
event whatsoever, including without fimitation the payoff of the promissory note secured hereby, the recomveyance oOf
foreclosure of this Daed of Trust, the acceptance by Trustee of a deed in tien of foreclosure, or any transfer or abandonment of
the Property.

10. Grazing Rights. If any portion of the Property described in this Treed of Trust is nsed by Trustor as the basis for
obtaining grazing permits or other grazing rights issued by any governmental agency, including without limitation the Forest
Service, U.S. Department of Agricultare or the Bureau of Land Manageument, U.S. Department of Interior, Trustor covenants

and agrees as follows:

(a) Said graziag permits or other rights are in good standing and have noi been modified, reduced or limited in any other
respect, except as fully disclosed in writing to Bencficiary;

(by Trustor will perform all obligations imposed as a requicement of exercise of said grazing permits or other rights and
will comply with all laws, ritles and regulations applicable thercto;

(€) Trustor will take such timely action as may be required to cause the renewal or reissuance of said grazing permits or
other tights from time to time 2s they expire during the lerm shereof. Trustor agrees and acknowledges that the failure to
renew or cause the reissuance of any said permits for any reason, whether the result of an act or omission of Trustor or for

sasons beyond Trustor's control, is an event of default hereunder and Bensficiary shall have the right to exercise the rights set
forth in this Deed of Trust; and

& Trustor agrees to pay all fees, charges, rents of other paymeats accruing under said permits or any rencwals thereof
. a gr pay all i pay 2z D 3 -
prior to delinquency. In the event Trustor fails to pay any such paymeat, the amount unpaid chall become a part of the
indebtedness and shall be immediately due and payable.

11. Water Rights. All water used on, or water rights arising from or related to the Property is deemed fo be rcal propesty
and is not personal property. Trustor represents that Trastor is not in the business of transferring water and, therefore, any sale
or transfer of any watex or water rights is not a transfer of goods in the ordinary course of business. Trustor further agrees that
in ro event will any water or water sights be goeds identified to a contract. Trustor hereby acknowledges that any severance of
water or water rights from the Property wonld materially harm the Property.

12. Trustor shall furnish Beneficiary as soon as possible, but in no event iater than 120 days afier each fiscal year end,
financial reports for each of the undersigned, including a balance sheet and a profit and loss statement.

B, ITIS MUTUALLY AGREED T HAT:

1. Any award of damages in connection with any taking or condemnation or injury fo the Property by reasen of public use, or
for damages resulting from private trespass of injury to the Property, is asbsolutely and unconditionally assigned and sball be paid
to Beneficiary, under the terms and conditions of this Deed of Trust pertaicing to Rents. Upon receipt of such moncy
Rencficiary may apply the same on the Indebtedness. Trustor agrees to execute such further documents as may be required to
effect the assignments herein made as Beneficiary or Trustes may reguire.

2. At any time, without affecting the liability of any person for the payment of the Indebtedness, and withont otherwise
affecting the seourity hereod, Trustee may {a) consent {o or join i the mzking of any map or piat of the Property; (b) grant any
ecasement or create any restriction thereof; (¢) subordinate this Trzed of Trust; {d) extend or modify the term of the loan or loaas
secured hereby; and (€) reconvey without warranty, all or auy past of the Property. Trustor agrees to pay reasonable Trustee’s
fees for any of the foregoing SErViCes.
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3. Prior 1o any default by Trustor in the payment, observance, performance and discharge of any condition, obligation,
covenant, or agreement of Trustor contained herein, Trustor may, as the agent and fduciary represeniative of Reneficiary for
collection and distribution purposes oaly, tollect and receive the Renis as they conie due and payable; the Rents arc to be
applicd by Trustor to the paymest of the principal and interest and all other sums due or payzble on any promissory aote of
guaranty secured by this Deed of Trust and to the payment of all other sumis payabie under this Deed of Trust and, thereafter, so
long as aforesaid has occurred, the balance shall be distributed 1o the account of Trustor. Howover, Beneficiary shall have the
right before or after the occurrence of any default to uotify any account debtor to pay all amounts owing with respect to Rents
direcily to Beneficiary. Upon amy such defauit, Bencficiary may at any time without notice, either in person, by agent, or by a
recsiver to be appointed by a court, and without regard to the adequacy of any security for the Indebtedness, enter upon and
take possession of the Property or any part thereof, in his own name, sue for or ctherwise cotlect such Rents, including those
past duc and unpaid, and apply the same, less costs and expenses of operatien and colicction, including reasonable attorney’s
fees, upon any Indebtedness, and in such order as Beneficiary may determine; also perform such acts of repair, cultivation,
irrigation or protection, as may be necessary or Proper {0 conserve the value of (he Property; also lease the same or any part
thereaf for such rental, term, and upon such conditions as its judgment may dictate; also prepaie for harvest, remove, and sell
any crops that may be growing upon the Property, and apply the proceeds thercof upon the Indebtedaess.

4. The entering upor and taking possession of the Property, the collection of such Rents, or the proceeds of fire and other
insurance policies, or compensation or awards for any taking of or darage to the Property, and the application or releasc thereof
as aforesaid, shall not cure or waive any default or notice of default hereunder or invalidate any act done pursuant to such notice.

5. Upon default by Trustor in payment of all or a portion of the Indebtedness or in performance of any a
hereunder, all sums secured hereby shall immediately become due and paysble at the option of the Bencliciary
accordance with applicable state law. In the event of default, Beneficiasy may employ counscl to coforce payment o
Indchtedness, raay cause the Trustee to sell the Property in accordance with the power of sale granted herein and the applicable
state law, and may exercise such other rights and remedies granted under this Deed of Trust or by law and equity, including, but
not limited to, California Code of Civil Procedure Sections 726.5 and 736, or similar state iaw, which rights and remedies shall be
cumulative and not exclusive. Trustee may sell the Property either as a whole or in scparate parcels, and in such order as it may
determine. The purchase price shall be payable in lawful money of the United Stawes at the time of the sale. In exercising the
power of sale contained hercin, Trustee may hold one or more sales of all or any portion of the Property by public
announcement at the time and place of sale sct forth in the notice thercof, and from time to time thereafter may postpone such
calc or sales of ali or any portion of the Property to the same or separate days by public anncuncement at such time fixed by the
preceding postponement. Any person, including Trustee or Beneficiary, may purchase at such sale. Beneficiary may credit bid at
any such sale, and if Beneficiary is the successful purchascr, it may apply any of the outstanding Indebtedness in settlement of the
purchase price. Beneficiary may resort to and realize upon the security hereunder and any other real or perscnal property
security now or hereafter held by Beneficiary for the obligations secured hereby in such order and manner as Beneficiary may, in
its solc discretion, determine; or may resort io any or all such security may be taken concurrently or successively and in one ot
several comsolidated or independent judicial actions or lawful nopjudiciai proceedings, or both. If the Indebtedaess is also
secured by personal property, fiztures or crops, Beneficiary may enforce its scourity interest in the personal property, fixtures and
crops and its fien under this Deed of Trust in any manner and in any order or sequence permitted by applicable law. All
remedics arc cumitlative and none are exchusive; no election by Beneficiary to pursuc one remedy or item of collateral shall be
deemed to be a release or waiver of any other item of collateral or & release or modification of the liability of Trustor or any
guarantor to pay all Indebtedness or perform in full all obligations to Beneficiary. The procedures governing the enforcement by
Beneficiary of its foreclosure and provisional romedics against Trustor shall be governed by the laws of the state in which the
Property is located. Nothing contained herein shali be construed to provide that the substantive law of the state in which the
Property is focated shall apply to the Beneficiary's rights and the Trustor’s obligations ferzunder o under the promissory
note(s), which arc and shail continue fo be governed by the substantive law of the siate in which the promissory note was
cxecuted.

§. The failure on the part of the Beneficiary to promptly enfores aay right hercunder shall ot operate as a waiver of such
vight and the waiver by Beneficiary of any defiaul shall not constitute a waiver of any other or subsequoent defaults. Subsequen
acceptance of any paymeni by the holder hereof shali not be decmed a waiver of any default by Trustor, or of Bereficiary's right
hereunder as the result of any sale, apreement to sell, conveyance, o alicnation, regardiess of holder’s knowledge of such defavls,
sale, agreement to sell, conveyance, or alienation at the time of acceptance of such payment.

7. This Deed of Trust applics to, inuses to the benefit of, and binds all parties hereto, their heirs, legatees, devisees,
administrators, executors, successors and assigns. The term Beneficiary shall mean the bolder and cwaer of any note secured
hereby; or, if the note has been pledged, the picdgee thereof. ‘In this Deed of Trust, wheaever the context so raguires, the
masculine gender includes the feminine and/or neuter, and the singular sumber includes the plural. All obligations of Trustor
hereuunder are joint and several.

ASN 1353 (10-96) Decd of Trust and Assignment of Reals - Water Rights (Page 8 of 9}




8. Trustee is not obligated to notify any party hercto of peading sale under any other Deed of Trust or of any action or
proceeding in which Trustor, Beaeficiary or Trustee shall be a party enless brought by Trustec.

9, Beneficiary may, from time o time or al any time, substitute a Trustoe or Trustees {0 execute the trust hereby created,
and when any such substitution has been filed for record in the office of the Recorder of the county in which the Property hercin
described s situated, it shall be conclusive evidence of the appointment of such Trustee or Trustees, and such new Trustee or
Trustees shall succeed to all of the powers and duties of the Trustee or Trustees named herein,

10. (a) In the event the herein-described Property, or any part thereof, or any interest therein, is sold, agreed to be sold,
conveyed, alicnated or further encumbered or transferred, including any water transfer as defined in subsection (b} below, by
Trustor, or by operation of faw or ctherwise, without Beneficlary's prior written consent, all Indebtedness, irrespective of the
maturity dates, at the option of the holder hereof, and withoui demand or notice, shall immediately become due and payable.
Failure 1o exercise such option shall not comstitute a waiver of the right to excreise this option in the event of subsequent sale.
agrecment to sell, conveyance or alienation.

(b} A water transfer is any transfer, assignment, safe, agreement to sell, conveyanee, exchange, gift, encumbrance,
pledge, hypothecation, alienation, grant of option to purchase, or other disposition of, directly, indirectly or in trust, voluntarily or
inveluntarily, by operation of law or otherwise, or the entry into a binding agreement to do any of the foregoing with respect 1o
ali or any pari of any existing or hereafter created or acquired Water Assols,

11, If Trustor is an entity other than a natural person (such as a corporation or other organization), thes all Indebtedness,
irrespective of the maturity date, at the option of Beneficiary, and without demand or notice, shall become immediately due and
payable if: (a) a beneficial iaterest in Trustor is sold or transferred; (b) there is a change in cither the identity or number of the
managing members or managers of Trustor if Trustor is a partacrship or similar entity; or (¢} there is a change in awnership of
more than 25% of the voting stock of Trustor if Trustor is a corporation or similar eatity.

12. In the event any one or more of the provisions contained is this Deed of Trust or iu any proicissory note or guaranty
heveby securcd shall for any reason be beld to be invaiid, iHlegal or unenforceable in any respect, such invalidity, iliegality or
unenforceability shall not affect any other provision of this Deed of Trust or said promissory noi¢ or guaranty, but this Deed of
Trust and said promissory notes or guarantics shall be constraed as if such invalid, illegal or unceforceable provision had nover

3

been contained herein or therein,
13. The undersizned Trustor agrees that he/she is eatitled only to those notices required by applicable law and requests that

a capy of any netice of default and of any notice of sale hercunder be mailed to Trustor at the address sei forth below.
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Lean Designation: { Klamath County, Cregon
Loan Number: 05005 Page 1 of 2

Deed of Tr August 19, 1997

Exhibit "A"
Exhibir A"

PARCEL 1:

Government Lots 1, 6, 7 and 8 of Section 32, Township 30 South, Range & East of the

Willamette Meridian, Klamath County, Oregon, and the NE1/4 of Section 5, and the N1/2 of

%S;:uon 6, Township 31 South, Range 8 Fast of the Willametie Meridian, Klamath County,
egon.

PARCEL 2:

The SEi/4 and the E1/2 SW1/4, and Government Lots 3 and 4, in Section 7, Township 31 South,
Range 8 East of the Willamette Meridian, EXCEPT that part lying in the Railroad right of
way, it Klamath County, Cregon.

PARCEL 3:
The W1/2 of the NE1/4 of Section 9, Township 31 South, Range 8 East of the Willamette
Meridian, Klamath County, Oregon. ,

The E1/2 of the NE1/4 of Section 9, Township 31 Sonth, Range 8 East of the Wiliamete
Meridiar, Xlamath County, Oregon.

Ihe SE1/4 of Section 9; and the SW1/4 of Section 10, all in Township 31 South, Range §
East of the_ Willamette Meridian, Klamath County, Oregon.

FARCEL 4:

Township 31 South, Range 7 East of the Willamette Meridian, Xlamath County, Oregon.
Section 13: N1/2 SE1/4

Tewééhip 31 South, Range 8 Fast of the Willamette Meridian, Xiamath County, Oregon.

Section 6: 3172

Section §: All

Section 9; W1/2

Section 10: SE1/4

Section 13: Ni/2 . ) . .

Section 16: All, EXCEPT that portion of the §1/2 SE1/4 of Section 16, lying Scutherly of
the Silver Lake Road

Section 17: SE1/4

Section 18: Al ) )

Section 19: All, EXCEPT that porton of the $1/2 of Section 19 lying Southezly of the
Silver Lake Road

Section 21: N1/2 N1/2, EXCEPT that portion lying Southerly of the Silver Lake Road

SAVING AND EXCEPTING from the zbove described parcels any portion thereof lying within the
right of way of the Southern Pacific Company Railroad,

ALS( EXCEPTING that portion conveyed to Klamath County by Deed recorded June 19, 1887 in
Volume M87, page 10661, Microfilm Fecords of Klamath Ceunfy, Oregon.




Loan Designation:  Scott L. Runels Klzmath Cour
Loan Number: 0500550700 Page 2 of 2
Deed of Trust and Assignments of Rents August 19, 1997
{with Water Rights)

Exkibit “A”

An easement for vehicular and foot traffic as recorded in Agreement recorded July 2, 1985 in Volume M3 33, page
10178; recorded July 2, 1985 in Volume M35, page 10181 and recorded July 18, 1985 in Volume M85, nage

11381, Microfilm Records of Klamath Coun‘y, Oregon. An easement for road as recorded July 2, 1983 in
Volume M85, page 10184, Microfilm Records of Klamath County.

STATE OF OREGON: COUNTY OF KLAMATH :

Filed for record at request of the 17th day
of Sept. AD, 19587 oclock __ P, M., and duly recorded in Vol. M7 ,
of Movrtgages on Page 30504

Be'nezhaG Legsch, County Clerk
FEE  $60.00 B, f?" it K iras.?




