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CONSTRUCTION DEED OF TRUST
LINE OF CREDIT DEED OF TRUST

LINE OF CREDIT INSTRUMERT. (3) This Deed of Trust is a LINE OF CRED'T INSTRUMENT. {b) The maximum principal amount to be advanced
pursuant to ihe Note is $1,850,000.00. (c) Theterm of the Note commences on the date of this Deed of Trusi and ends on Oclober 16, 1998. (d) The
maximum principal amount to be advancad pursuant to the Noie may be exceeded by acvances necessary {o complete construction of previously
agreed upon improvemants cn the Real Properly.

THIS DEED OF TRUST IS DATED OCTOBER 17, 1997, among The Pennbrock Company, an Oregon Corporation,
whose address is 869 NW Wall St.. Suite 204, Bend, OR 97701 (referred to below as “Grantor"); South Valley
Bank & Trust, whose address is P O Box 5210, Klamaih Falls, OR 97601 (referred to below sometimes as
"l epder” and sometimes as ~Geneficiary™); and William P. grandsness, whose address is 411 Pine Street,
Klamath Falls, OR 97601 (referred to below as "Trustee”).

CONVEYANCE AND GRANT. For valuable consideration, Granlor conveys fo Trustee for she benetit of Lender as Beneficlasy alt of Grantor's
right, iitle, and interest in end to the icliowing describad rea! propedy, together with all existing or subsequently erected or affixed buildings,
imnpravements and fixtures; alt sasements, cighls of way, and sopurienances; all waler, water righis and diich rights {including stozk in ulilities with ditch
or imigatien rights); and &ll other rights, royaities, and profilts relating to the real property, including without limitation all minerals, o, gas, geothermal
and simitar matters, located in i?(ama h County, State of Oregon (tf-ae "Real Property"):

1 ots 289 through 308, RUNNING Y NESORT, PHASE 4, in Tract No. 1328, in the Southeast 1/4 cf Section
5, Township 38 South, Range 8 East, Wiliamette Meridian, Klamath County, Oregon; according o the
official plat thereof on file in the office of the County Clerk of Klamath County, Oregon.

The Real Property or its address is commonly known as Faicoln Drive and Cormorant Court, RUNNING Y
RESORT, Kiamath Falls, OFR 97601. Tne Real Property tax identification Aumbar is 3808-00900-00100.

Grantor presenily assigns to Lendar (also known as Benehciary in this Deed of Trust) at of Grantor's right, ktle. and nlerest in and to ai present ang
tuture leasss af the Properly and all Renls from the Property. In addition, Grantor grants Lender a Unitorm Commarcial Coge secunty tnterest in the
Rants and Ine Personal Propery defined below,

DEFINITIONS. The foliowing words srall have the following meanings when used in this Deed of Trust. Terms no! otherwise defined in 1his Deed of
Trust shall have the meanings gltribuled lo such terms i the Unitorm Commercigt Code. Al references to dollar amounts shalf mean amounts in Rwful
monay of the United States ot America.

Reneticlary. The ward Baneficiary” means Soulh Valiey Bank & Trust, its successors and assigns. South Vailey Barnk & Trust also is tefered o
as "Lender” in ihis Deed of Trust.

Deed ot Trust. The words Deed of Trust” mean this Deed of Trust among Grantor, Lender, end Trustee, ar.d incluces without limilation al
assignment and security interest provisicns reialing !¢ ihe Personal Property and Rents.

Grantur. The word "Gianlor™ means any anc all persons and eniiies axeculing Wtus Deed of Trust, incluging wrihout Emitation The Pgnnbrook
Cumpany.

Guarantor. The werd “Guarantar® means and includes without limitaticn any and ah guarantors, surelies, and accommodation parfies in
connection with the indzbledness.

improvements. The word Timprovemants”™ means and includes withoul fimitation all existing and future improverments, buildings, structures,
mobile homes alfixad cn ihe Real Property, tacilites, additlons, reptacemants and other construction on the Reat Proparty.

indebiedness. The word “Indeblodness” means all principat and interast payable under tne Noie and any amounts expended o agvanced by
Lerder 1o discharge cbligations of Granlor or expanses incurred by Trustes of Larider Yo enforce obligations of Grantor under his Deed of Trust,
togather with interest an such amounts as provided in this Deed of Trust.

Lendes. The word "Lendar™ means South Valiay Bank & Trust, ifs Successors and assigns.

sote. The word "Note" means the Note dated October 17. 1997, in the principal amount of $1,850,000.00 from Grar ' Lendex,
together with all rerewals, extensions, modifications, refinancings, and subslitutions for ihe Note. The malurity date of the Note 5 Doisoz 18,
1998. The rate of interest on the Nole is subject to indexing, adjusiment, renowal, o renegotiation.

Personal Propertly. The words ~Parsonal Properly” mean all equipment, fituzes, and other articles of persenal property now of hereafier owned
py Grantor, and now of heraattor altached or atflxsd o the Real Properly; logethar with all accessions, parts, and additions to. al replacements of,
and alt substitutions for, any of such properly; and tegather with 2Rt proceeds dncluding without hmitatien all insurance proceeds and refunds of
pramiums) trom any sala or oiher disposition of the Property.

property. Tha word "Properly” means collectivaly the Real Praperty and ihe Personal Properly.
Real Property. The words “Real Propenf_man lh_é property, interests and rights described above in the "Conveyance and Grant™ section.

Reiated Documents. The words: "Ratated Docurmanis” mean and include without limitation ail ptomissory noles, credit agreements, oan
agreamants, envirorunantal agreginants, guaranlies, security agreemanlts, morlgages, deeds of lrust, and al other \nstrumants, agreaments and
documents, whether now ¢f hereaflar existing, exaculed in connecton with he Indeblediness.

 Rpents. The word "Renis” means 8 ‘present and tuiure rents. revenues, income, issues, royaltes, profits, and other henefits derived kom (ne
" Property. " o U : R : )

e i

Trustee. The word "Truslee” means Wiiiam P. Brandsness and any substitule or successor trustees.
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THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS ARD THE SECURITY INTEREST IN THE RENTS AND PERSORAL
PROPERTY, IS GIVEN YO SECURE 1) PAYMENT OF THE INDEBTEDNESS AND (2) PERFORMANCE OF ANY AND ALL OBLIGATIONS OF
GRANTOR UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED OF TRUSY. THIS DEED OF TRUST, INCLUDING THE
ASSIGNMENT OF RENYS AND THE SECURITY INTEREST IN THE RENTS AND PERSONAL PROPERTY, IS ALSO GIVEN TO SECURE ANY AND
ALL OBLIGATIONS OF GRANTOR UNDER THAT CERTAIN CONSTRUCTION LOAN AGREEWMENT BETWEEN GRANTOR AND LENDER OF EVEN
DATE HEREWITH. ANY EVENT OF DEFAULT UNDER THE COWSTRUCTION LOAN AGREEMENT, OR ANY OF THE RELATED DOCUMENTS
HEFERRED TO THEREIN, SHALL ALSO BE AN EVENT. OF DEFAULT UNDER THIS DEED OF TRUST. THE NOTE AND THiS DEED OF TRUST
ARE GIVEN AND ACCEPTED O THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Excep! as otherwisa provided in this Deec of Trus!, Grantor shall pay to Lender all amounts secured by this Dead of
Trusi as they besome due, and shall strictly and in a limaly manner pertorm all of Grantor's obligations under the Note, this Deed of Trust, and the
Related Documenis.

POSSESSIOM AKD MAINTENANCE OF THE PROFPERTY. Grantor agrees that Grantor's possession and use of the Property thall be governed by the
following provisions:

Possession and Use. Uniil the occurrence of an Event of Default, or unfif Lender exercises its right to collect Rents as provided for in the

Assignment of Renls form executed by Grantor in connection with tha Property, Grantor may (a) remain in possession and control of the Property,

a or manage tho Property, and (c) coflect any Rents from the Propertv. The following provisions relate to the use of the Property of

" THIS INSTRUMENT WiLL NOT ALLOW 1SE OF THE PROPERTY DESCRIBED !N THIS INSTRUMENT IN

VICLATION SE LAWS AND REGULATIONS. BEFCRE SIGNING OR ACCEPTING THIS INSTRUMENT, THE PERSON

ACQUIRING FEE TITLE HOULD CHECK WITR THE APPROPRIATE CITY OR COUNTY FLANNING DEPARTMENT 7O

VERIFY APPROVED USES AND TO DETERM:NE ANY LIMITS ON LAWSUITS AGAINST FARMING OR FOREST PRACTICES AS DEFINED IN
ORS 30.930.

Duty to Malntain. Grantor shall maintain the Preperty in tenar:table condition and promplly perform all repairs, replacements, and mainlenance
necessary o preserve ils value. '

Hazardous Substances. The lerms “hazardous wasle,” "hazarcous substance,” "disposal,” “release.” and "hreatened retease,” as used in this
Dasd of Trust, shall have the same meanings as set fcrth in the Comprehensive Environmental Response, Compernsation, and Liabiity Act of
1980, as amendea, 42 U.S.C. Section 9€01, ei seq. {"CERCLA"), the Supertund Amendments and Reauthorization Act of 1986, Pub. L. No. 99499
("SARA™), the Hazarcous Malerials Transporietion Act, 49 U.S.C.. Section 1801, et seq., the Resource Conservalion and Recovery Act, 42 US.C.
Seclion 6301, et seq., or other applicable state or Federal laws, rules, or regulations adopled pursuant to any of the foregoing. The terms
“hazardous waste™ and "hazardeus substance” shall alsv include, without hmitation, peiroleum and petroleum py-producis ar any traclion thereof
and asbaestes. Grantor represenis and warrants 1o Lendsr that: (a) During the period of Grantor's ownership: of the Property. there has been o
use, generation, manulactura, storage, treatment, disposal, release or Ihrealened relaase of any hazardous waste of substance by any persor: on,
under, about or from the Pruperty; (b) Grantor has no knowledge of, of reason ‘o believe that there has been, except as previously disclosed 10
and acknowledged by Lender in writing, (i) any use, generation, manufacture, storage, lreatment, disposal, release, or tnreatened reigase ot any
hazardous waste or substance on, under, about or from the Praperly by any prior owners of occupants of the Property ¢ (1 any actual or
{hrealenad litigation o claims of any kind by any person ralating to such mallers; and (¢) Except as previously disclesed 1o and acknowiadged by
Lander in writing, (i) neither Grantor nor any tenant, contractor, agent or other authorized user of tha Property shall use, generate, manufacture,
store, treat, disposa of, or releass any hazardous wasle or subslance on, under, about or from the property and (i} any such achvity shall be
conducled in compliance with afl applicable tederal, state, and local laws, regulations and ordinances, including without timitation those laws,
reguiations, and ordinances described above. Grantor autharizes Lender and ils agents lo enler upon the Property 10 make such inspections and
lasls, at Grantor's expense, as Lender may deem appropriate 10 determine comptiance of the Property with this section of the Desd of Trust. Any
inspections ur tests made by Lender shall be for Lender’'s purposes only and shall not te construed to create any responsibility or liability on the
part of Lender to Grantor or to any other person. The representations and warranties contained herein are based on Granior's due diligence in
investigating the Properly ‘or hazardous waste and hazardous substances. Granlor hereby (a) releases and waives any future claims against
Lender for indemnity of contribution in the event Granlor becomes liable for cleanup ar other costs under any such laws, and (D) agrees o
indemnify and hold harmless Lendsr against any and all claims, losses. liabilities, damages, penalties, and expenses which Lender may directly of
indirectly sustain or suffer resulling from a breach of this section of the Deed of Trust or 55 a consequence of any Use, generation, manufaciure,
storage, disposal, reteass of threalened releasa occurting prior to Granlor's ownership of interest in the Property, whelher or not ihe samse was of
should have been known to Grantor. The provisions of this section of ihe Deed of Trust, including the obtigation to indemnify, shall survive the
payment of the indablednass and the salistaction and reconveyance of the licn of this Deed of Trust and shall not be aftecled by Lendar's
acquisition of any interest in tha Property, whethsr by loretlosuse of otherwise.

Nuisance, ‘Waste. Granicr shall not cause, conduct of permil any Auisance nor comemit, permit, of suffer any stripping of cr waste on of fo the
Progerty or any portion of the Property. Withou! limiting the gensralily of the toregoing, Granlor will nol remove, of grant to any other party the
right to remove, any \imber, minerale (including o1 and gas), o, gravet of rock produrts without the prior wrilten consent ot Lender.

Removal of improvements. Grantor shall not demolish or remove any improvements from the Real Properly without the prior written consent of
Lender. As a condition to the removal of any Improvemanis, Lender may require Graator 1o make arrangements salistactory 1o Lender to replace
such improvemedls wilh improvements of at feast equal value. c

Lender’s Right to Enfer. Londer and ifs agsn‘ls‘ and represenialivas may enter upon the Real Property at all reasonable times to attend to
Londers inierasts and 10 inspec! tha Property {or purposes of Grantor's compiiance with the lerms and conditions of this Deed of Trust.

Comptiance with Governmental Requirements. Grantor shall promptly comply wilh a¥ laws, crdinances, and regulations, now of hareafisr in
efiact, of all governmental authorities applicable to the use of occupancy of the Froporty, including without fimitation, the Americans With
Disabitities Act. Grantor may contest In gcod faith any such taw, ordinance, cr regulation and withhold compliance during any proceeding,
including appropriate appeals, 50 long as Granlor has nolified Lender in writing prior to doing so and SO long as, in Lender's sole opinion,
Lender's interests in ihe Property are nol jeopardized. Lender may require Granlor lo pos! adsquale securily or & surely bond, reasonably
satisfactory to Lender, 1o protect Lender's interest.

Duty o Proiect. Granlor agress neither 1o abandon nor leave unallendad the Properly. Granior shali do all other acts, in adaiicn to those acts
st forih abovs in this section. which from the character and use of the Property are reasonably necsssary 10 prolect and preserve the Pioperty.

DUE OM SALE - CONSENT BY LENDER. Lender may, a! its option, declere immedialely due and payable alt sums secured oy this Deed of Trus!
vpon the sale of transfer, without the Lender's prior written cansent, of all or any part of the Real Property, or any interestin the Real Propeity. A "saie
or transfer” means ths conveyance of Real Property o any right, title or interast therein; whether legal, beneficial of 2quitable; whether voluntary or
involuntary; whether by outright sale, deed, instaliment sale conlract, land contract, contract for dead, leasehold inierest with a term greater than three
(3) ywars, lsasa—option coniract, or by sals, assignment, or transter of nny benaficial intarest in of \o any tand trust halding tile {o the Real Property, of
by any oihar method of cenveyance o Real Property inlerest. If any Grantor is a corperation, parinership or limited liabilily company., transfer also
inclugas any change in ownership ¢f more than twaniy-five percent (25%) ot the voting stock, partnership interasts of timited Wiabdity company interests,
as ihe case may be, of Grantor. However, this option shail not be exercised by Lendar if such exercise is prohibited by tedera! law or by Oregon law.

TAXES AND LIENS. The follewing provisions relating to the faxes and liens on tha Properly are a part of this Deed of Trust.

payment. Grantor shall pay whan dus (and in sll events prior to delinquency) all taxes, special laxes, assessments, charges (including v-aier and
sewer), fines and impesitions levied against or cn account of the Property, and shall pay when due all claims for work done on of for services
rendared or material turnished to the Property. Grantor shall mantain the Propedy trec of all hens having priotity over of equal to ihe interest of
Lendar under this Deed ot Trust, axcept {or the hon of taves snd assassments not due and except as otherwise provided in this Daed of Trust.

Rigit To Contest. Granlor may withhold payment of any iax, assessmant, oF claim in connection with a gocd faith dispute over the othgaton 1o
nay, so long as Lendar’s interest iri the Property is not jaopardized. W a lien anses o is tled as a result ot nonpayment, Grantor shalt within fiflean
(15) days afler the ifan arises or, if a lign is filed, within fiteen (15) days after Grantor has nolice of the filing, secura thy discharge of tha lien, or il
requested by Lender, deposit with Lender cash of a sutticient corporate surety bond or olher security salisiactory to Lender 1n aa amount sufficien!
1o discharge the lien plus any costs and attcrneys’ feas or ather charges that could accrue as a resull of a foreciosure o sale under the ten. In
any contest, Granior shali detend itself and Lender and shall salisly any adverse judgment befote enforcement against the Property. Grantor sha®
narme Lender as an additional obligee under any surety bond furnished in the contesi proceedings.

Evidence of Paymend. Grantor shall upon demand furnish to Lender salistactory avidence cf paymeni of the taxes of assessments and shal
autherize the approprsie governmental official to detiver to Lendat al any time a wrilten statement of the {axes and assessmenis against the
Properly. :

Hotice of Conslrucﬂmi. Grantor shali notify Lende: at leas! fiteen (AFhdays betore any work is commenced, any services are furnished, or any

matarials ara suppiied 1o ine Property, if any T chanic's ken, matenalmen's kien, or ofher lien could be acserted on account of the work, seraces,

ur matenals gnd 3hs,3’c§)exceads $1,000.00. Granior wilt upon request of Lender furnish 1o Lender advance assurancas salidlaclory lo ,Lmdar
f \ i o < :

ihal Granior fanaridyikhey e cost of such improvements. R
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PROPERTY DAMAGE INSURIARZE. The tollawing provistons retaling to insuring \he Progerty are a part of ihis Deed of Trust.

Maintenance of Insuranca, Grantor shall procuie and maintain policies of fira insurance with standard extended coverage endarsemwents on 8
replacement basls for the full insurabls value covering ail Improvements an the Real Properly in an amount sufficien! 1o avoid application of any
coinsuranca clavse, and wilh & standard mortgagea clause in favor of Lender, Grantcr shall also procure and maintain comprehensive general
liabitty instrance in such coverage amounts as Lencder may reguest wiin truslee and Lender being named as additional insureds in such hability
insurance policies. Adcitionafly, Grantor shall raaintain such other insurance, including but nct timited to hazard, business interruption, and boiler
insurance, as Lendsr may reasonabiy require. Policies shall be wallen in form, amounts, coverages and basis reasonably acceplable to Lender
and issuad by a8 company or companies raasonably accegtable to Lender. Grantor, upon request of Lender, will deliver 1o L.ender from time {o
tims |he policies or cerlificates of insuranca in form salistactory fo Lender, including slipulaticns that coverages will not be cancelled or diministied
wittiou! at least ten (10) days' prior written notice fo Lander. Each insurance palicy also shall include an endarsement providing Ihat coverage in
favor of Lander will nct be impaired in any way by any ac!, omission or dafault ot Grantor or any other person. Should the Real Property at any
time become located in an area designatad by the Director of the Federal Emergency Managemant Agancy as a special flood hazard area, Grantor
agrees o oblain and mainlain Federe! Flood Insurance for the full unpaid principal balance of the loan, up lo the maximum poiicy limils set under
the National Flood insurance Program, or as ctherwisa required by Lender, and to maintain such insurance for the term of the loan.

Application of Proceeds. Grantor shall piomplly nolify Lender of any loss or damage to the Property if the esttmaled cost of repair or
repiacetnent exceeds $500.00. Lender may make preof of loss if Grantor fails 1o do so within fiteen (15) days of the casually. Whether cr nol
Lender's securily is impaired, Lander may, at ils efection, receive and relain the proceeds of any insurance and apply the proceeds 1o the
reduction of the Indablednass, paymeni of any fen aifecling the Properly, or the resiorahion and repair of the Property. 1t Lender elecls lo apply
the procsads to restoration and repair, Grantor shall repair or replace the damaged or destroyed improvements in a manner satisfaclory lo Lender.
Lender shall, upon satistactory proot of such expenditure, pay or reimburse Granlor from the procesds for ths reasonable cost of repair of
restoration if Grantor is not in default under this Dead of Trust. Any proceeds which hava nol tbeen disbursed wilhin 180 days after their receipt
and which Lender has not commilled o the repair or restoration of the Property shall be used ficst 1o pay any amount owing to Lender under this
Dsec of Trust, then to pay accrued interest, and the remainder, if any, shall be applied lo the principal balance of the Indebledness. If Lender
holds any proceeds after paymant in full of the Indeblednass, such proceeds shall be paid lo Granior as Granlor's inter 2sis may appear.

Unoxpired Insurance at Saie. Any unaxpired insurance stall inure to the benefil of, and pass to, the purchaser ot the Froperty covered by this
Deed of Trust at any frustee’s salg or olher sale hel¢ under the provisions of this Deed of Trusl, ur al any ferecicsure salz of such Propenty.

Granior’s Report on insurance. Upon request of Lander, however not more than onca a year, Grantor shall furnish to Lender a repori on each
axisling peticy of insurance showing: (a) the name of the insurer; (b) the risks insured; (¢) the amount of the policy: (d) the properly insured, th2
then current replacement value of such preperty, and the manner of Celermining tha! value; and (e) the expiration date of ihe policy. Grantor
shalf, upon request of lender, nave an independent appraiser salisfactory lo Lender determine the cash vaiue replacement cost of the Property.

EXPENDITURES BY LENDER. !f Grantor fails io comply with any provision of this Deed of Trusl, or if any aclion or proceeding is commenced thal
would materially atact Lender's intarests in the Pioperty, Lender on Grantor's behali may, but shall not be required to, lake any aclion that Lendor
deems appropriate. Any amount thal Lender expends in so doing will bear interest i the rale provided for in the Note irom the dale incurred or paid
by Lender to the cale of ropayment by Grantor. All such expansses. at Lender's option, will (a) be payable on demand, {p)be added o the balance of
he Na'z and be apoorionsd among end be payable with any instaliment payments 10 become due during either (i) the term of any appiicable
insurance policy or (i) the remaining term of tha Naote, or (¢) be treated as a baftoon payment which will be due and payabte al the Note's maturity.
This Deed of Trus! also will secure payment of these amounis. Tha rights provided for in this paragraph shall be in addition to any cother rights or any
remadies Ic which Lender may be entitied on account of the defaull. Any such aclion by Lender shall not be construed as curing the defau!t so as lo
tar Lendar from any remedy thal it otherwise would have had.

WARRANMTY; DEFENSE OF TITLE. The following provisions relaling to ownarship of the Properly are a part of this Deed ot Trust.

Tie. Grantor warrants (hat: (m) Granior holds good and marketable \ille of record to the Properly in fee simple, free and clear of alt liens and
ancumbrances othar than thoss sat forth in the Maal Property dascriplicn or in any filla insurance policy, tila report, or fing! litle opinien issued in
tgvor of, and accapled by, Lender in connaction with tnis Daed of Trust, and {b} Grantor has the {ull 7igit, power, and authority to execu'a and
deliver this Deed of Trust lo Lender.

Dafense of Title. Subject to the exception in lhe paragragh above, Grantor warranis and will ferever defend the lille to the Property against the
lawiul ciaims of all persons. In tha ovent any action of proceeding 1s commenced that questions Grarlor's title or the interest of Trustea or Lander
under Inis Deed of Trus!, BGrantor shall defand the aclion at Granlo:'s expense. Grantor may be ihe nomina! parly in such proceeding, bul Lender
shali be antiled to parlicipate in the procaeding and o be represented in the proceeding by counsel of Lender's cwn choice, and Grantor will
daliver, or cause to ba deliverad, 1o Lender such instrumeants as Lender may reques! from time to lime 10 permit such partic:pation.

Compliance With Laws. Granlor warranis thal the Properly and Grantor's use cf the Properly comglies with &il existing apphcable laws,
ordinances, and regulations of governmental authorities.

CONDEMNATION. The foliowing provisions reialing to condemnation proceedings are a part of this Deed of Trus!.

Application of Net Proceeds. It all or any part of the Proparty is condemned by aminent cocmain proceedings or by any proceading ©f purchase
ir liou of condernnation, Lender may a! its eleclion require tnat alt or any portion of the net proceeds of the award be appled lo the {ndebledness
or 1ha repair or restoration of the Properly. The nel proceeds of the award shall mean the award alter payment of ali reasonable costs, expenses,
and allarneys’ feos incurred by Trustee or Lender in connection with the condemnation.

Procesdings. Il any procesding in condemnation is filed, Granlor shali promptly nolity Lender in wring, and Grantor shall prompliy lake such
stops as may be necaseary to defend tha action and obtain ha award. Granicr may be the nominal party in such proceeding, but Lender shail be
enlitiad to participate in the procseding and lo ba representad in the proceading by counsal of its own chgice, and Granlor will deliver or cause o
ba delivared to Lender such instruinents 8s may tie requested by il from time to lime o permit such participation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The foilowing provisions relating to governmental taxes, fees
and charges are a par} of this Deed of Trust:

Current Taxes, Fees and Sharges. Upon request by Lender, Grantor shall execute such documents 1n addition to tis Deed of Trust and take
whalaver other action is raquested by Lender lo perfect and continue Lendar’s lien on the Real Property. Grantor shall reimburse Lender for all
taxes, as desciibad below, together with all expenses incurrad in recording, parfecting or conlinuing this Deed of Trust, including without limitation
all laxes, fees, documentary slamps, and other chargss for racorGing or registering this Daed of Trust.

Taxes. Tha iollowing shall zoastilute taxes lo which this seciion applies: {a) a specific fax upon this type of Deed of Trust or upon alt or any part
of tha Indeblednass securad by this Deed of Trust; (h) a specific tax on Grantsr which Grantor is authorized or raquired to deduct from payments
on the Indabledness secured by this tvpa of Deed of Trusl; (c) a lax on this lype of Deed of Trust chargeable against the Lender cr the hoider of
the Note: and (d) a spacific tax on afi or any portion of the indedtedness or on payments of princical and interest made by Grantor.

Subsequent Taxes. if any hix to which this seciion applies is enacted subseguent to the dale of this Deed of Trust, this event shall have the same
gliect as an Event of Delau!l (as defined below). and Lender may exercise any or all of its available remedies for an Event of Defautt as provided
Setow uniass Grantor eithar (a) pays the lax befora it becomes delinquent, or (b) contesls the tax as provided abova in the Taxes and Ligns
seclion and deposits with Lendier cash or a sulficiant corporate surety bend or other securily salistactory to Lender.

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

Sccurity Agreement. This Instrument shall constitule a security agresment 1o the extent any of the Property conslitutes fixtures or other personal
property, and Lander shall have all of the rghts of a secured party under the Uniform Commercial Code as amended from time to time.

Security Interest. Upon request by Lender, Grantor shall execute finansing slatements and take whatever other aclion ts requested by Lenser to
parfoct and continus Lander’s sesurily interest in the Rents and Parsonai Proparty. [n addition ic recording this Deed of Trust in the real property
records, Lendas may, at any lime and without further authorization om Grantor, Fle executad counterparts, copies or reproductions of this Deed
of Trust as & financing statement. Granior shall reimbursa Lender for gt expanses incurted in parfecting or continieng this security interest. Upon
dafault, Granlor shall assernbie the Personal Properly in a mannar snd al a place reasonably convenient to Granter and Lender and make il
availabla 15 Landar wilhin trrea (3) days aiter receip! of writtan demand from Lender.
Addresseas, The mailing addresses of Granicr (deblor) and Lender (securad parly), from which information concerning the security interest
$ran:ad by inis Deed of Trust may be oblained {sach as rrquired by the Umtorm Commercial Code), are as staled on \he iirst page of this Daed of
rust.
FURTHER ASSURANCES; ATTORNEY-IN-FACT. The lollowing provisions relating to tusther assurancas and atiorney-in-fact are a par. ot this Deed
of Trust.
Furlher Assurances. A! any lime, and from lime 1o lime, ugon requast of Lendar, Granter will make, execute and dehver, or will cause to be
mada. sxecuted or deliverad, 1o Lende: or to Lender's designes, and when requesied by Lender, cause to be flad. recc:ded, refiled, or
reracorded, as the case may be, al such times and in such ofiices and places as Lender may deem sppropriate, any and all such mortgages,
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deads of trust, security deeds, security agreements, financing stataments, continuation statamenis, instruments of further assurance. certiticates,
and other documents as may, in tha solg opinion ¢! Lendsr, be necassary or dusirable in order to effecluale, complets, perfact, continue, or
preserve (a) the obiigations of Grantar under the Nots, ihis Daed of Trust, and the Related Documents, and () the fiens and security interests
Created by this Deed of Trust as first and priors liens on the Property, whether now owned or hereafter acquired by Grantor. Urless prohibited by
law or agreed to the contrary by Lender in writing, Grantor shall reimbursi: Lencer for ail costs and expenses incurred in connection with the
matters refarred to in this paragraph.

Attorney-in-¥ect. If Grantor fails to 6o any of the things referred to in the preceding paragraph, Lender may do sc for and in the name ot
Granter and at Granlor's exoanse. For such purposes, Grantor hereby irravocably appoinis Lender as Granlor's atlorney-in~fact for the purpose
of making, exaculing, deilvaring, fiing, recording, and doing all olher things as may be necessary or desirable, in Lender's sole opinion, to
accomplish iha matlers referrad to in the preceding paragraph.

PANTIAL RELEASES. Lendar shall execule parfial raleases of tha lien of this Deed of Trus! upon the following condilions: Upon the sale of each
townhouse, Borrowar agrees to pay lo South Vallay Bank & Trusl a principai reduction equal lo alt direct and indiract construgtion costs advanced on
tha Fromissory Note for said townhousa, plus $2,500.00.

FULL PERFORMANCE. 1f Grantcr pays all ihe indebledness when dug, lerivinalas the tine of credit, and othanwise pertorms a%t the obligations
imposed upon Grantor undar this Desd of Trusl, Lender shall execule and dsliver lo Trusles a requast for full reconveyance and shall axecule and
dativer 1o Grantar suitable statements of termination of any financing slatement on filg evidencing Landes’s sacurilv interest in tha Renls and the
Porsonal Properly. Any reconvayance fee raquired by law she!l be pald by Granlor, i parmilted by applicable law.

DEFAWR.T. Each of the following, at the oplicn of Lender, shall constituto an avaent of detault {"Event of Delault™) under this Desd of Trust:
Default on Indebledness. Failure of Grantor io make any payment when due on the Indebledness.

Defaull on Cther Payments. Failure of Granter within the time required by this Dzed of Trust to make any payment for taxes or insurance, or any
olher payment necassary to pravent fiing of or lo effact discharge cf any tien.

Default in Favor of Third Parties. Should Borrowsr or any Grantor default under any loan, exiension of credit, security agreement, purchase or
sales ageament, or any other agreement, :n favoi of any other creditor or person that may maleriaily affect any ot Borrower's property or
Borrower's of any Grantor's ability to repay the Loans or perform their raspective obligations under this Deed of Trust or any of the Related
Decuments,

Compliancs Defaull. Failure of Gianlor to comply with any other term. obtligation, covenant or condition ceniained in this Deed of Trust, the Nole
or in any of the Related Documents.

Foise Slatemants. Ary warranty, repraseniation or stalemen! mada o: turnished o Lendar by or on behalf nf Grantor under this Deed of Trust,
ke Note or the Related Documants is false ar misteading in any malterial respect, either now or at the time made o furnished.

Defective Collateralizatien. This Dead of Trust or any of the Reisted Documents ceases to te in full force and effact (including failure of any
coliateral documents to create a valld and pedected securily intarast or lian) at any time and for any reason.

insolvency. The discolution or tarmination of Grantor's axistence as a gning business, tha insoivency of Granlor, the appointment of a receiver for
any part of Grantor’s p:operly, any assignment for the bensiil of creditors, any type of credilor workou!, or the commencement! of any proceeding
under any bankrupley or insolvancy laws by or agains| Grantor.

Foreclosure, Forfeiture, ete. Commencement of foreclosure or ferieiture proceedings, whather by judicial proceeding, self-help, repossession or
any other methed, by any cracilor of Granlor ur by any goveinmental agancy against any of tne Property. However, this subsection shal! not apply
in the evant of a good faith dispule by Grantor as lo the validily or reasonableness of tha claim which is the basis of the fareclosure or forefeiture
oreceading, orovided thal Grantor gives Lender writian nolice of such claim arid furnishes reserves or a surely bond for the claim satisfactory fo
Lander.

Breach of Other Agreement. Any breach by Grantor under tha tsrms of any other agreement between Grantor and L.ender that s not remedisd
within any grace petiod provided therein, including without limitation any agreament concerning any indebledness or cther obligalion of Grantor to
Lender, whether exisling now or laier.

Events Alecting Guarantor. Any of ine piaceding events cccurs with respect to any Guarantor of any of the Indebledness or any Guarantcr dies
ar bacomes incompelant, or ravokes or disputes the validity of, or liability undes, any Guaranty of {he Indebledness. Leader, at its option, may, but
shall noi be required lo, sermit the Guaranlor's estate o assume unconditionally the obfigations arising under the guaranty in a manner satsisclory
to Lencer, and, ir doing sa. cure the Event of Default.

Adverse Change. £ material zdverse change occurs in Grantor’s financial condifion, or Lender belisves the prospect of payment or performance
of the indabladness is impairad.

Insecurity. Lander in gocd faith deams iselt insecure.

Right to Cure. I such a failure is curable and if Grantor has not bsen given a nolice of a breach of the same provision of this Deed of Trust vithin
tha praceding twaive (12) months, it may be cured (and no Event of Defaull will have occurred) i Grantor, afler Lende. sends written nolice
domanding cura of such failure: (a) curas the failure within fifteen (15) days; or (b) It the cure requires mora than fifleen (15) days, immediately
initlates steps suftcient lo cure the tailure and thereatter continues and completas all reascrable and necessary steps sufficient to produce
compliance as scon as reascnably praciical.

RIGHTS AND REMEDIES ON DEFAULT. Upon the occurrance of ary Evanl of Defauit and al any time thereafler, Trusiee or Lender, at its oplicn, may
axecisa any ong or more of tha following rights and remadies, in addition to any other rights or remedies provided by iaw:

Acceleiate Indebtedness. Lender shall have the right at its option without notice to Grantor to declare the entire indebledness immediately due
and payable, including any prepayment penalty which Grantcr would be required 1o pay.

Foraclosure. Wilh respect to afl or any part of the Reat Property, tha Truslee shall have the right {o foreciose by notica and sale, and Lender shall
have ihe rigr! ‘o fereclose by judicial foreciosure, In either case in accordance with and to the full extent provided by applicable law. If this Deed
of Trust s fareclosed by judicial foreclosure, Lender will tie entifled to a judgmaent which wil provide that if the foreclosure sale proceeds are
insuttiziant lo salisfy tha judgment, execution may issue for the amount of the unpard balance of the judgment.

UCC Remadies. With respect to all or any pari cf ths Personal Property, Lender shall have all the rights and remedies of a secured party under
ihe Uniform Commercial Coda.

Collect Rents. Lender shall have the right, withou! notice ‘o Granlor, lo lake possession of and manage the Property and collsct the Sents,
including amonts past due and unpaid, and apply the net proceads, ovar and above Lender’s aos!s, egainst the Indebtedness. in furiherance of
this right, Lencisr may require any tenant cr other user of the Property to make payrents cf rent or use fees directly to Lender. !f the Renls ara
coliscled by Lender, then Grantor imrevocably designates Lender as Grantor's altorney-in-fact fo endorse instrumenis received in payment therecf
in the nams of Granter and lo negotiate the same and collect the proceeds. Payments by tenants or oiher users to Lender in response lo Lender's
camand shall satisty the obligations for which the payments are made, whether or not any proper grounds for the demand existed. Lender may
exercisn its righls under lhis subparagraph either in person, by agenl, or through a receiver.

Appoint Recelver. Lender shall have the right to have a receiver appoinled 1o take possession of all or any part of the Preperty. with: the power to
protect and preserva tne Fropasrty, lo operate the Properly preceding loreciosure or sale, and lo collect tha Rents from the Properly and apply the
proceeds, over and above the cost of the receivership, against Ihe Indebledness. The receiver may serva without bond if permitted by law.
Lender's right lo the appointmant of a receiver shall exist whether or not the apparent value ot the Property exceeds the Indebtedress by 2
substantal amount. Empioyment by Lender shall not disauaitly a person rem sering as a receiver.

Tenoncy al Sufferance, Y Grantor remains in possesston of ine Property afier tha Propasty 1s sold as prowvided above or Lender otherwise
becomaes enliiled o possession of the Froparty upon dofaull of Grantor, Granlor shali bacome a tanant al sutfarance of Lende« or the puichaser of
ihe Property and shall, at Lander’s option, either (a) pay a reasonable rental for the use of the Froparty, or (b) vacate the Property immediately
upon the demand of Lencar.

Other Remedles. Truslea or Lender shall have any other right or remedy provided in ihis Deed of Trust or the Nole cr by law.

Notlice of Sale. Lender shall give Granlor reascnatle notice of the lims and place of any public sa'e of the Personal Propenty or ot the lime after
which any privale sale or cther inlended disposition of thi Parsonal Property is lo be made. Reasonable notice shalt mean notice given a! least
ler (10) days befora the lima cf the sale or disposition. Any saie of Personal Property may ba made in conjunchon with any sale of the Reat
Properiy.

Sale of the Property. To the extent permilled by applicable law, Granlor hereby waives any and all rights {G have Ihe Property marshalied. In
.axercising its rights and remadies, tha Trustee or Lender shall ba free to seli afl or any part of tha Pruperty together ce.saparalely, in one sale or by
separate saies. Lander shall bg entilled to bid at any puliic sale an all or any poitian cf the Froperty. T

Waives; Election of Remedles. A waiver by any party of a breach of a provision of this Deed of Trust shall not constlute a waiver of or prejudice
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tha party’s righits otherwise lo demand strict compilance with that provision or any other provision. Election by Lender to pursue any remedy
previded in this Daed of Trust, the Note, in any Ralated Dncumant, or provided by law shall nol exclude pursuil of any other remady, and an
slection 1o maka axpenditures or lo lake action to perform an obligalion of Grantor under Ihis Deed of Trust atter failure of Granlor to perform shatt
not affect Lender’s right lo deciare a dafault and 10 exercise any of its remedies.

Altorneys’ Faes; Expenses. If Lender institutes any suil or action to entarca any of the tarms of this Deed of Trust, Lendar shalt be entittad fc
rgcover such sum as ihe court may adjucdige reasonable as altorneys’ ises at Inal and on any appeal. Whether or not any court aciion 15 involved,
al reascnable expenses incurred by Lender which in Lander's opinicn are necessary ai any time for the protection of its interest or the
antoscement of its righls shall become a part of the Indebledness payable on demang and shall bear in‘eres! at the Nole rale from the dats of
sxpendilure uniil repaid. Expenses coverad by this paragraph include, without limiation, howaver subject 1o any limits under applicabie law,
Lancer's allorneys' fees whelher or not there is a lawsuil, including attornays' fees for bankruplecy proceedings (including efforts fo modifv or
vacae any aulomatic stay or injunction), appeais and any anticipated post-judgment collection sarvices, the cost of searching records, oblaining
titie reports (including toreclosure reports), surveyors' repors. appraisal fees, e insurance, and fees for the Trustee, fo the extent permilled by
applicable law. Grantor also will pay any cour! costs, in addition o all other sums provided by taw.

Rights of Trustee. T:ustae shall have ai of the rghts and dulies cf Ler.der as sel fortn in this seclion.
PO'WERS AND OBLIGATIONS OF TRUSTEE. The foliowing provisions relating io the powers and obligations of Trustee are part of this Deed of Trust.

Powers of Trustee. In addition to all powers of Trustee arising as a maller of law, Trustes shall have the power o take the tollowing actions with
respsct o the Properly upon thg writlen request of Lender and Grantor: (a) join in nreparning and filing a map or plat of the Raal Property,
including the dedication of streets or other rights 1o the pubiic; (b) join in granting ary easement or creating any restriction on the Real Property;
and (c) join in any subordination or other agreement affecling this Deead of Trusi or the interest of Lender under this Deed of Trust.

Obligations to Nolity. Trustes shall not be obligaled to noiify any other party of a pending sale under any other trust deed or lien, or of any action
or proceading in which Granlar, Lender, or Trustee shali be a party, uniess the action or proceeding is brought by Trustee.

Truslee. Trustes shall mea! all qualifications required for Truslee under applicable law. In addition to the rights and remedies set forth above,
with respect to all or any part of the Property, the Trustee shail have the right to toreciose by notice and sale, and iender shali have the right to
foreclose by judicial foreclosure, in either case in accordance with and te the fuil extent provided by applicable law.

Successor Trustee. Lander, at Lender's oplion, may from time to time appoint a successor Trustee lo any Trustee appointed hereunder by an
instrement executed and acknowledged by Lender and recerded in tne office of tha recorder of Klamath County, Oregon. The instrument shait
comain, in addition to all other matters required by state law, the names of the onginal Lender, Trustee, and Grantor, the hook and page where
this Dead of Trust is recordad, and the name and address of the successor trustea, and the instrument shall be execuled and acknowledged by
Lender cr ils successors in inferest. The sticcessor lrustee, without conveyance of the Preperty, shall suczeed tc all the title, power, and duties
conferred upon tne Trustee in this Decd ot Trust and Ly applicable law. This procedure for subslilution of trustee shal; govern to the exclusion of
all olher provisions for substiivtion.

NOTICES TO GRANTOR AND OTHER PARTIES. Any nolice under this Dead of Trust shali be in writing. may be sen! by le'afacsimile, and shall be
effective when actually delivared, or when deposited with a nationally recognired overnight courier, or, it mailad, shall be deamed efeclive when
daposiled in the Uniled States mail first class, certifiad or registered mayl, Fosiage prepard, directed lo the addresses shown near the teginning of this
Daed of Trusl. Any parly may change ils addrass for notices under this Deed of Trust by giving formal writlen notice 1o the othes parties, specitying that
the purpuse of the notice is to change the parly’s addrass. Al copies of notices of foreclosure from the holder ot any lien which has priority over this
Dead of Trus! shall be sent io Lengar's address, as shown near the beginning of this Deed of Trusl. For notice purposes, Grantor agrees 1o keep
Lundar and Trustee informad at all imes of Grantor's curren! address.

MISCELLANEOUS PROVISIONS. The lollowing miscellaneous provisions are a part ¢f this Ceed of Trust:

Amendments, This Deed ct Trust, logether with any Reluled Documents, constilutes the antire understanding and agreement of the parties as fo
tha matiers set forth in this Deed of Tryst. No alteration of or amendment lo this Deed of Trust shall be effactive unless given in wriling and signed
by the party or parties sought lo be charged or bound by the alteration or amendment.

Annual Reports. if the Properly is used for purpeses olhar than Grantor's residence, Grantor shall furnish to Lender, upon request, a certifiad
stalemmont of net operating income received from the Property during Grantor's previous fiscal year in such form and detati as Lender shall require.
“Nat cperating income” shail mean all cash receipts from the Property less ail cash expenditures made in connection with the operalion of the
Property.

Applicable Law. This Deed of Trust has been delivered 1o Lender and accepled by Lender in the State of Oregon. This Deed of Trust
shail e governed by and construed in accordance with the laws of the State of Cregon.

Caplion Headings. Caplion headings in this Deed of Trust are for convenisnce purposes only and are no! 1o be used 1o interpret or define the
provisions of this Qeed of Truss.

Merger. There shall be no merger of lhe interast or estale created by this Deed of Trust with any olher interest or eslate in the Property &t any
tima held by or for the banefit of Lendsr in any capaciy, without the wilten coneant of Lender.

Multipte Parties; Corporate Authority. ANl obligations of Granior under this Dasd of Trust shall be joini and severai, and all referances to Grarilor
shall mean each and evary Grenior. This means thai each of tha parsons signing below 1s rasponsible for all obligations in this Dead of Trust.

Sevarabliity. If a court of compelant jurisdiction finds any provisior: ¢f this Dead of Trusl lo be invalid or unzanlforceable as 1o any person or
circumsiance, such finding shall not render that provision invalid or unenforceable as o any other persons or circumstances. if feasible, &any such
offanding provision sha! be desmed to be modified to be within the limits of enforceability or validity; however, if the offending provision cannot be
S0 modifiad, ii shal! be stricken and ali other provisions of this Deed cf Trust in all other respects shall remain valid and enforceable.

Successors and Assigns. Subject io the iimitations staled in ihis Deed of Trust on transter of Grantor's interest, this Caed of Trust shall be
binding upon and inure to tke benafit of the parties, their successors and assigns. If ownership of the Property becomes vested in a person olher
than Granlor, Lender, without nofice io Grantor, may deat with Grantor's successors with reference to this Deed of Trust and the Indebledness by
way of forbearanca or extension without releasing Grantor from the obligations of this Deed of Trust or liability under the Indebtedness.

Time Is of the Essence. Tima is of the essenca in the performance of this Deed of Trust.

Walvers and Ccnsents. Lander shall not be deemed to have waived any nghts under this Deed of Trust {or under the Related Documents)

uniass such waivar is in writin No delay o: omission on the part of Lender in exercising any right shail operale as a waiver

of or prejudice the party’s

r any other provision. No prior waiver by Lender, nor any course of dealing

belweea Lender and Grantor, shall constitule a waiver of any of Lender's rights or any of Granlor’s obligations as 4o any fulure trancactions.

Whanever consent by Lender is required in this Deed of Trust, the granting of such consent by Lendsr in any instance shall nol constitule
conlinuing consent lo subsaquant inslances where such consant is requirad.

COMMERCIAL DEED OF TRUST. Grantor agrees with Lender that this Dead of Trusi is a cemmercial dred of trust and that Granior will not changa
the use of the Progerty without Lender's prior written corsent,

EACH GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS OEED OF TRUST, AND EACH GRANTOR AGREES TO ITS
ERMS,
GRANTOR:
The Pennbr:
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CORPORATE ACKNOWLEDGMENT

~
stateor URL fgb’\/\

COUNTY OF Dosf hides

. nd
On this 1—7 Z ~_day of Ql"b\ﬂer .19 q—f . before me, the undersigned Nolary Public, personally appeared Donaid N.
Bauhofer, Fresidant of The Pennidrook Company, and known 1o me 1o be an authorized agent of the corpcration that executed the Deed of Trust
and acknowledged the Decd of Trusl tc be the free and voluntary act and deed of the corporation, by authority of its Bylaws or by resotution of its
beard of directors, tor the uses and purposes tharein mentioned, and on oath siated thal he or she is authorized lc execute this Deed of Trust and in
fact executed the Deed of Trust an behalf of the ccrporation.

. - Apn, ™ :
By Yialia oA it Residingat ___ el | O\Zco)%
Notm} Public in and for the State of __ L) (¢ ﬁ‘\Jov-\ My ission expires %,L-P{ .28, iCcot

REQUEST FOR FULL RECONVEYANCE

{To be usad only when obligations have been paid in full)
To: , Trustee

The undarsignad is the legat owner arnic holder of all Indebledness secured oy this Dead of Trusl. All sums secured by this Oeed of Trust have been
fully paid and satisfied. You are hereby directed, upon payment o you of any sums owing to you under the terms of this Deed of Trust or pursuant lo
any appilicabla statuls, fe cancel the Nola secured by this Deed of Trust (which is geliverad 1o you together with this Deed of Trust), and to reconvey,
without warranty, lo the pariies designaled by tha terms of this Deed of Trus!, the estale now held by you under this Deed of Trusl. Please mail the
reconvayance and Related Cocumenis to:

Date; Bengficiary:
B8y:
fts:
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STATE OF GREGON: COUNTY OF KLAMATH :  ss.

Filed for record at request of Amerjtitle the 27th day
of_____ Qctober AD., 1917 at__11:19  o'clock A< M., and duly recorded in Vol ____M97 ,
of_______ Mortgages onPage 35243 .

, Bemetha G. tschLSpunty Clerk
FEE  $35.00 By _iMc




