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ASSIGNMENT OF RENTS

THIS ASSIGNMENT OF RENTS IS DATED OCTOBER 17, 1997, between The Pennbrook Company, an Oregon
Corporation, whose address is 869 NW Wall St., Suite 204, Bend, OR 37701 (referred to below as "Gramior");
and South Vailey Bank & Trust, whose address is P O Box 5210, Klamath Falls, GR 97601 (referred to bzlow as
"Lender”).

ASSIGNMENT. For valuable consideration, Grantor assigns. granis a continuing security interest in, and
conveys to Lender all of Grantor's right, title, and interest in and to the Rents from the following described
Property iocated in Kiamath County, State of Oregon:

Lois 289 through 308, RUNNING ¥ RESORT, PHASE 4, in Tract No. 1328, in the Southeast 1/4 of Section
9, Township 38 South, Range 8 Easl, Wiilamelte Merldian, Klamath County, Oregon; according to the
official plat thereof on file in the office of the County Clerk of Klamath County, Oregon.

The Real Property cr its address Is commonly known as Falcoln Drive and Cormorant Court, RUNNING Y
RESORT, Klamath Fails, OR $7601. The Peal Property lax idenlification number is 3808-00300-00100.
DEFINITIONS. The following words shall have the tollowing meanings when used n Ihis Assignment. Terms not otherwise defined in this Assignment
shall have the meanings atiributed lo such ierms in the uniforrn Commercial Code. Al references lo collar amounis shall mean amounts in lwful
money of the Uniled States of America.
Assigniment. The word "Assignment® maans this Assignment of Rents between Grantor and Lender, and includes without limitation all
assignments and security inferes! provisions relating to the Rents.

Event of Detaull, The words "Event of Defaull” mean and include withou! limilation any of the Evenls of Defauli set forth below in the seclion titled
‘Events of Detaull.”

Grantor. The word "Grantor” means Tha Pannbrook Comgany.

Indebledness. The word "indebtedness” means all principal and interest payable under the Nole and any amounis expended of advanced by
tendar {o discharge obligations of Granlor or expansas incurred by Lender to enforce obligations of Grantor under this Assignmenl, togather with
intares! on such amounis as provided In this Assignment,

Lender. The word "Lender” means South Valley Bank & Trust, its successors and assigns.

Note. The word "Note™ means the promissory nole or credit agreement dated Oclober 17, 1997, ini the origingl principal amount of
$1,850,000.00 frcm Grantor 1o Lender, together with all renewals of. extensicns of. modificalions of, refinancings of. consolidations of, and
substitutions for the promissary nofe or agreement.

Property. The word "Property” means the real property, and all improvements thereon, described above in the "Assignmenrt” section.

Real Property. The words "Real Preperty” mean the proparty, interests and righls described above in the "Properly Delinition™ section.

Related Documents. The words "Related Documents” mean ang include without limitation all promissory notes, credit agreements, loan
agrecments, environmental agreements, guaranties, security agreemenis, morigages, deeds of trusl, and ali other instruments, agreements and
documeants, whether now or hereafier exisling, 8xecuted in connection with the Indebledness.

Rents. Tha word “Renls" means all rents, ravenues, income, issues, profits and proceeds from the Properly, whether due now or later, including
withgut limitation alt Rents from all leases described on any exhibit allached 1o this Assignment.

THIS ASSIGNMENT IS GIVEN TO SECURE (1) PAYMENT OF THE INDEBTEDHESS AND {2) PERFORMANCE OF ANY AND ALL OBLIGATIONS
OF GRANTOR UNDER THE NOTE, THIS ASSIGNMENT, AND THE RELATED DOCUMENTS. THIS ASSIGNMENT IS GIVEN AND ACCEFTED CK
THE FOLLOWING TERMS:

PAYRENT AND PERFORMANCE. Except as otherwisg provided in this Assignment or any Retaled Documenl, Grantor shall pay to Lerdss al amounts
secured by this Assignment as they become due, and shall strictly perform all of Grantor's obligations under this Assignmanl. Uniess and unil Lender
axercisss its right to collec! the Sants as provided below and so long as Ihere is no default under this Assignment, Grantor may remain in passessicn
and control of and operale and manage 'he Properly and coilect the Rents, provided that the granting of the right to collect the Renls shall not
constilisie Lender’s consent to the use of cash collaleral in a bankruplcy proceeding.

GRANTOR'S REPRESENTATIGNS AND WARRANTIES W!TH RESPECT TO YHE RENTS. with respect to the Renis. Grantor represents and
warrenis lo Lender thal:

anershlp Grantor is entitle d to receive the Rents free and clear of il tgh(s. loang, liens, encumbrances, and ctaims except as disclosed 1o and
acceptad by Lender in wriling.
Right to Assign. Grantor has the full righ!, power, and authority o enter into this Assignment and 1o assign and convey the Rents to ender.
No Priot Assignment. Grantor has not previcusly assigned o conveyad the Renls to anv olher persen by any instrument now in force.
No Furthes Transfer. Grantor will not sefl, assign, encumber, or olherwise dispose of any of Grantor's rights in the Renis excepi as provided in
this Agreament,
LEMDER’S RIGHT TO COLLECT RENTS. Lender shall have the fghl at any time, and even inough no default shall have occurred under this
Assigament, lo collect and receiva the Rants. For this purpose, Lender ts heredy wiven and granted the iollowing rights, powers and authorily:
dotice to Tenants. Lender may send notices to any znd all lanants of the Property adwvising them of this Assignment and directing ait Rents ¢ be
paid directly to Lender or Lender's agent.
Enter the Property. Lendar may anler upon and lake possession of tha Property; demand, collect and receva from the tenants or from any other
parsons liable tharafor, el of the Renis; instituie and carry on all legal proceedings necessary tor the protection of the Froperiy, including such

orocesdings as may be nacessary 10 recover possession ol the Propedy; coliog) the Renls ang remove any lennnl or tenants o other parsons
tfrom the Property. RUETERY
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Maintain the Property. Lender may anler upen the Properly to manlain the Property and keeg the same in repair; 10 pay the costs thereof and of
ali services of all employses, includling thelr squipmaent, and of alt continuing cests and expenses of maintaining the Property in proper repair and
condgition, and afso lo pay all iaxes, assessmants and wales ulitities, and the premiums on lire and other insurance eHected by Lender on the
Propesly. _ . )

Compilanca with Laws. Lendsr may do any and all things to execule and comply with the laws of the Slate of Oregon and also alf other laws,
rules, orders, ordinances anc requirements of all other governmental agencies affecting the Property.

Lease the Propesty. Lender may rent or lsase the whole or any par of the Property for such term or terms and on such condilions as Lender
tnay deem apprepriate.

Employ Agents. Lender may angags such agent or agents as Lendsr may deern appropriate, either in Lerder’s nams or in Grantor's name, to
rant and manage the Prepesrty, including the coltection and application of Rents.

Other Acts. Lander may do all such othsr things and acts with respect to the Property as Lender may deem appropriate and may acl exclusively
and solsaly in the place and stead of Grantor and (o have all of the powers of Grantor for the purpases stated acove.

Mo Requirement to Act. Lender shaBl nol be required to do any of the foregoing acls or things, and the fact that Lender shall have performed one
or mors of the fcregeing acts or things shall nol requirg Lander to do any other specific act or thing.

APPLICATION OF RENTS. All costs and expenses incurrad by Lender in connection wilh the Properly shatl bie tor Grantos's account and Lender may
pay such cosis and expensas from the Renls. Lender, in its sole ciscretion, shall delermine the application of any anc ail Renls received by il;
howavar, any such Rents received by Lender which are nol applied to such cosis and expenses shall be applied to the indebledness. All expendiures
made by Lendsr under this Assignment and not reimbursed from the Renls shall become & part of the Indebledness secured by this Assignment, and
shall ba payable on demand, with interas! at the Note rate from dale of expenditure unlil paid.

FULL PERFORMANCE. if Grantor pays all of the Indabledness wher dus and otherwise performs alf the obligations imposed upon Granfor under this
Assignment, tha Note, and the Related Documents, Landsr shall exacute and deliver o Grantor a suitable satisfaction of this Assignment and suilable
staiaments cf termination of anv financing statemant on fila evidencing Lender’s securily interest in tha Rents and the Properly. Any ‘ermination fee
required by law shall be paid by Granlor, it permitiec by applicable law.

EXPENDITURES BY LENDER. If Granior fails to comply wilh any provision of this Assignment, or it any action or proceeding is commenced that would
materially atest Lender's interesls in the Froperty, Lender cn Granior's behalf may, but shali not be required to, take any action tha! Lender deems
appropnate:  Any amount that Lendar expends in so doing will bear inlerest at the rate provided for in the Note trom the date incurred or paid by
Lender o the date of repaymand by Grantor. Al such expensas, al Lender’s cplion, will (a) be payable on demand, (b) be adced to the balance of the
Nolg and be apportioned among and ba payable with any inslaliment payments to become due during either (i) the term of any appticable insurance
policy or (ii) the remaining term of the Nole, or (c) be zealed as a ballocn payment which will be due and payable al the Note's malurily. This
Assignment also witt sacure paymant of these amounis. Tha nghls providad for in this paragraph shall be in addition 1o any other rights or any
remeadias io which Lender may be enlillad en account of the dafaull. Any such aclion by Lender shall not be consirued ac curing the delaull so as to
bar Londer from any remedy that it otharwise would have had.

DEFAULT. Each of the tollowing, 8t the option of Lander, shall consiitute an gvent of default ("Ever: f Dafaull”) under this Assignmaent:
Defauil! on Indabtedness. Failurg of Grantor 19 make any payment whan dus on the Indebtednass.

Compliance Dsfaull. Failure of Granlor to comply with any otier term, cbligalion, covenant or condition contained in this Assignment, the Note or
in any of the Ralated Documents.

Detault in Favor of Third Partles. Should Borrower cor any Grantos default under any loan, exiension of credil, security agreemenl, purchase or
sales agreement, or any other agreement, in favor of any other creditor or person that may materially affect any of Borrcwer's property or
Borrower's or any Granlor's ability to repay the Loans or perform iheir respective obligations under this Assignment or any of the Related
Socuments.

False Statemants. Any warranty, reprasentation or statement made or furnished to Lender by or on behalf of Grantor under this Assignment, the
Note or the Relaled Documants is falsa or misleading in any malterial respect, either now or at the time made or furnished.

Defeclive Collateralization. This Assignment or any of the Relaled Documents ceases 1o be in full force and effect (including failure of any
coilateral documents fo creafs a valid and perfected securily inferest or lien) at any lime and for any reason.

Other Defauils. Failure of Giantor 1o cornply with any lerm, obligation, covenant, or condition contained in any ofher agreement between Granior
and Lender.

insolvency. The dissolution or termination of Granlor's existence as a going business, the insolvency of Grantor, the appointmant of a receiver for
any part of Grantor’s property, any assignment for the benefit of creditors, any type of creditor workoul, or the commencement of any proceeding
under any benkeuplicy or insolvericy iaws by or against Grantor.

Foreclosure, Forfeiture, efc. Commencement of foreclosura or forfeifure proceadings, whelher by judicial proceeding, self-help, rapossession or
uny other method, by any crediior of Grantor or by any governmental agancy against any of the Property. However, this subsection shal nol apply
in the event ¢f a good faith dispute by Grantor as fo the validily or reasonablenass of the clairm which is the basis of the foreclosure or forefeiture
procaading, provided that Granlor gives Lender writlen notice of such claim and furnishes reserves or a surely bond for the claim satistactory to
Lender.

Events Attecting Guarantor. Any of \he preceding evenls occurs with respect to any Guarantor of any of the Indebledness or any Guarantor dies
or becemes incompetent, or revokes or dispultes the validity of, or tiability under, any Guaranty of the Indebledness. Lender, al its oplion, may, but
shall not be roquirad to, permit ths Guarantor's eslals to assume uncondticnally the obligations aiising under the guaranty in a manner satistaclory
1o Lender, and, in doing so, cure the Event of Defauft.,

Adverse Change. A maleriat adverse changs occurs in Granlor's ﬁnanci‘a:‘condi}ion, or Lender beligves the prospec! of paymen! or performance
of tha Indebledness is Impaired. o :

Insecurity. Lender in'gocd faith Geems itself insecure.

Right to Cure. If such a failure is curabla a3 it Grantor has not been given a netice of a breach of the same provision of this Assignmeant within
tha precading twelve (12) months, it may be cured {and o Event of Default will have occurred) it Granto:, afler Lender sends wrilten nolice
demancdiing cure of such failure: (a) cures the fallure within fifteen (15} days; or (b) if the cure requires more than fifleen (15) days, immediately
initiales steps sufficient 1o cure the failure and thereatier continuas and compieles all reasonable and necessary steps sufficiant 1o produce
compliance as soon 4s reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. Upon the occurrence of any Event of Default and at any lime thereafter, Lender may exercise any ons of
mare of the fotiowing righls and remadias, in addition to any olher nghls or remackes provided by law.

Accelerate indebledness. Lander shall hava the right at ils cphon without netice to Granltor to declare the enlire Indebledness immadiately due
and payable, including any prepayment penalty which Grantor would be required 1c pay.

Coltect Rents. Lender shail have the right, without notice to Grantor, 1o lake possession of the Property and collec! the Rents, inciuding amounls
pas! due and unpaid, and apply the net proceeds. ovsr and above Lender’s costs, agains! the indebledness. In furtherance of this nighl, Lender
shall have all the rights provided for in the Landar’s Righl to Coliact Section, above. if the Renls are coliected by Lender, then Granlor irrevocably
designalas Lender as Granlor's altorney-in-facl to endorsa instrumanis received in payment therao! in the name of Grantor and to negotiate the
same and collec! the proceeds. Peymants by tenants or other users to Lendsi in vesponse to Lender’s demand shall salisty the obligations for
which the payments are made. whether or not any proper grounds for lhe demand existed. Lender may exercise its rights under this
subparagraph aither in person, by agent, or through s receiver.

Appo!nt Recelver. Lendsr shail hava the right lo have a receiver appointed 1o take possession of all or any part of the Property, with the power 1o
prolact and preserve ihe Properly, lo operale the Pruperly preceding toreciosure or sale, and to coiles! the Rents rom the Prepsdty and apply the
procueds, over and above tha cost of the receivership, against the Indebtedness. The receiver may serve without bond if permitled by law.
Lender's tight 1o the appointment of a receiver shall exist whether or no! ihe apparent value ! \he Frouperty exceeds the Indebledness by a
substantial amount. Employment by Lender shall not disqualify a person from serving as a receiver.

Other Remedies. Lender shall have all other nghls and remedies provided in this Assignment or the Nole or by faw.

Waiver; Election of Remedies. A walver by any party of a breach of a provision of this Assignment shall not constilule a waiver ol o: prejudice
the parly's fights otherwise to demand sirict compliance with that provision or any other provision. Election by Lender to pursue any remedy shall
no! exciude, pursuit of any other remedy, and an election to maka expendilures or take action ¢ perform an cbligation of Grantor under this
Assignment afer failure of Grantar lo perform shall not affect Lender’s rght to declare a defautt and exercise its remedies under this Assignment.

" Atlorneys' Fegﬁ,"«{-:ipériéa%. If Lender instilutes any suit or aclicn to enforce any of the terms of this Assignment, Lendet shall be entitied to
recover such sum as the court may adiudge reasonable as altorneys’ fees al trial and on any appeal. Whether or not any court acton s invelved,
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all regsonable expenses incurred by Lender that in Lender's opinion are necessary ai any time for the prolection of its inlerest or the enforcement
of it3 ¢ights shall becomae a part of the Indebledness payable on demand and shall baar interest from the date of expenditure unlit repsid al the
rale provided for in the Nole. Expensas covered by this paragraph include, without limitation, however subjsct lo any limits under applicabie law,
Lender's altornays’ teas and Lender's legn! expensses whetnar or not thore is a lawsult, including allorneys' feas for bankruptcy proceadings
{including etforts 1o modifv or vacals any automalic slay or iniunclion), appeals and any anticipated posi-judgment colleclion services, the cas! of
searching records, obtaining titte reports (Including foreciosure reporls), survayars’ reporls, and appraisal fees, and tille insurance, to the extent
pormiltad by applicable law. Granlor also will pay any court cosls, in addition 1o all ollier sums provided by law.

MISCELLANEOUS PROVISIONS. The tollowing miscellaneous provisions are a part of this Assignment:

A-nendments. This Assignment, together with any Relaled Documents, constitutes tha entire understanding and agreement of the partes as to
the matters set forth in this Assignmeni. No alteration of or amendment to this Assignmen! shail be effeclive unless given in writing and signed by
the party or parties sought {9 be charged or bound by the alteration cr amendment.

Applicable Law. This Assignment has been delivered to Lender and accepled by Lender in the State of Cregon. This Assignment shall
be governad by and construed in accordance with the faws of the Stale of Oregon.

Mulliple Partias; Corporate Authority. Ali obtigations of Grantor under this Assignment shall be joint and several, and all references to Granter
shall mean each and every Grantor. This meanc that each of the persons signing below is responsible for all obligations in this Assignment.

No Modification. Grantor shall not enter inlo any agreement with the holder of any morigage, deed of trus!, or other security agreement which
has priority over this Assignment by which {hat agreement is modified. amended, extended. or renewed without the prior written consent of
Lender. Grantor shall neither request nor accept any tulure advances under any such securily agreemen! wilhout the prior written consent of
Lander.

Severability. It a court of compelsnt jurisdiclion finds any provision of this Assignment 1o be invalid or unenforceable as lo any person or
circumstance, such finding shall not render that provision invalid or unenferceable as te any olher persons or circumsiances. it feasitle, any such
offending provision shall be deemed to be modilied to ba within the nmits of eniorceability or validity; however, if the offending provision cannot be
30 modified, it shall ba stricken and all othar provisions of this Assignment in ah other respects shall rernain valid and enlorceable.

Succassors and Assigns. Subject fo the limitations stated in this Assignment on transter of Grantor’s interest, this Assignment shall be binding
upon gnd inurg to the benefit of the partias, their successors and assigns. it ownership cf the Properly becomes vesied in a person other than
Grantor, Lender, without natice 1o Grantor, may deal with Grantor's successors wilh raference to this Assignment and the Indebledness by way of
forbearance or extension without releasing Grantor from the obligations of this Assignmant or liability under the indebledness.

Time s of ihe Essence. Time is of the essence in the performance of this Assignment.

Waiver of Homestead Exemptlon. Grantor hereby releases and 'vaives all rights and benefits of the homestead exemplion laws of the Stals of
Oiegon as 1o all lndebledness secured by this Assignment.

Walvers and Consenis. Lerder shall nol be deemed 1o have waived any righils under this Assignmenl (or under the Relaled Documente) unless
such waiver is in writing and signed by Lender. No delay or omissicn on the part of Lender in exercising any right shall operate as a waiver of
such right or any olher right. 2 waiver by any party of a provision cf this Assignment shall not conslitute a waiver ot or prejudice the party's righl
o:herwisa o demand sirict complianca with that provision or any othsr provision. No prior waiver by Lender, nor any course of dealing between
Lander and Grantor, shall constilute a waiver of any of Lender’s rights or any of Grantor's obligations as 1o any future transactions. Whenever
consent by Lender is requirad in this Assignmeni, the granting of such consent by Lender in sny instance shall not constituta continuing consent to
subseguent instances where such vensant {s required.

GRANTOR ACKNGWLEDGES HAVING READ ALL THE PROVISIONS OF THIS ASSIGNMENT OF RENTS, AND GRANTOR AGREES TO ITS
TERMS.

GRANTOR:

The Pennbiogck Compan

By: N\
Donald N. Bauhofer, Presldent

CORPORATE ACKNOWLEDGMENT

STATE OF Q \_Qt?)&-’\.\_

COUNTY OF h rac v fes 2/ COMMISSION NO. 305225
2001

)

: N 8 A .
On this 22°¢ day ol .cicker , 19_“77, betore me, the uncersigned Nolary Publc, personally appsared Donald N.
Bauhoter, President of The Penntrook Company, and known to me 10 be an authorizad agent of the corporation that execuled the Assignmeni of
Rents and acknowledged he Assignmant to be 1he free and volunlary act and daed of the corporation, by authonly of ils Bylaws or by resolution of its
boarc of direclors, for the uses and purposas tharain mentionad, ard on cath stated that he or she is guihorized lo execute this Assignment and in fact
sxaculad tha Assignmant on hehalt of iha corporation.

By, Crmx,up & 14 CEipmman Residing al Pend, D uc} o,
Notary%ubuc in and for the State of G L 0\\ D\ My commission expires SJ *‘Jf - 28, Z2eD)
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STATE OF QREGON: COUNTY OF KLAMATH :  ss.

Filed for record at request of : Awerititle the 27th
of October AD., 1997 at__11:19  oclock A. M., and duly recorded in Vol. ___M97
of Mortgages on Page ___335249 X

Bernetha G. Letsch, County Clerk
FEE  $20.00 By Katdium & taa)




