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TRUST BEED AND FIXTOR

THIS TRUST DEED AND FIXTURE FELING is dated this __ J4fh gy of
Ordoher > 1998, between THE PENNBROOK COMPANY, an Oregen
corporation, whose address is 859 N-W. Wall Street, Suite 204, Bend, Oregon 97701 ("Granter™)
and RUNNING Y RESORT, INC., an Oregon corporstion, whose address is 5119 Rurning Y
Road, Kiamath Fails, OR 97601 ("Beneficiary”), and AMERITITLE, 222 South Sixth Street,
Klamath Falls, OR 97601 ("Frustee"). o R

Under an Cption Agreement dated June 10, 1997 een Grantor and Beneficiary (the
"Agreentent”), Beneficiary is selling the reaf ' ity, Oregon described on
attached Exhibit A 1o Grantor on credit. Payment for such real property shail be payable
accerding to the terms of a Payment Agreement given to evidence such indebtedness, dated the
same as this trust deed, under which ths final payment will be due no Iater then the fifih
ivers b e my agreement given in renewal,

s referred t0 as the "Payment

The term "Indebtedness” as used in this trust deed shall mean (g) the amount payable
under the Payment Agreement, (b} any future amounts that Beneficiary may in its discretion loan
to Grantor and by the terms of which are to be secured by this trust deed, and {c) any amounts
expended or advanced by Beneficiary to discharge obligations of Grantor or expenses incurred
by Beneficiary or Trustee to enforce obligations of Grantor, as permitted under this trost deed,
with iaterest therecn as provided beiow to the extent Beneficiary specifically elects by written
notice to (3rantor to include such amounts in the Indebtedness. R

FOR VALUE RECEIVED, Granior conveys to Trustes in trust with power of sale the
" real property in Klamath County, Oregon described on the attached Exhibit A, together with gl
existing and subsequently erected or affixed impm'vements and fixtures {the "Property"). -

. This trust deed is given 1 secure payment of the Indebtedness and performance of all
. Gﬁﬁ%@%&fﬁfuﬁ«@dﬁfﬂﬁﬁﬁﬁﬁd&da& e giv ' ' énathefoﬂo"'n'gtérms_gﬁ




S 2 i wgg Un‘si! in éﬁfamt, Gramor ma,/ remmn m possassmn and control of and
’ ,cpers:a ard managethe Ptopeny

2a w&;&g Gfantor shali mamﬂ.am ihe mperfy in ﬁrst c}ass cunéx ion
: _and prompily pafo!m &li tepmrs ami mmmenance necessary w prﬁserve 1ta value

« 2.3 W}g G:antor sha!l not conduat or pemnt 'any nuisance and sha’il not
_c(mmmoa suﬁ‘emnystnporwasteonthe?mpeﬁy '

: v 2.4 m i r‘l g I:'vm‘;ﬁramor shaﬁ not construct, alter,
- demolish or remove any Improvements from the Pmperty without the prior written approval of
v Beneﬁma:y {mp:memenm shali mciuée a!! e)ﬂstmg gnd ﬁ;*ure haa!dzngs, suﬂctures and

3 ficiary's Ri: o Enter. Beneﬁem:'y and 1ts agents aﬁd 'epf&sentatlves may .
enter tzpon the Pmpemr at ali reasomble times to attcnd 0 Beveﬁcnary‘s interest and H mspect

with Reguirements. Grantor shail ‘promptly comply

with all ia ws, ardmzmces &xsd fegulanons of alz govemmeme] authorities. appixcabie to the use or

occupancy of the Property, Grantor may coatest in good faith any such few, ordinance or

regilation and withbold comphm during any procesding, mdudmg app.opnat“ appeais S0
£cztg 85 Bt:neﬁcmry‘s mierest in the ?ropeny is not 3eapﬂrdxzed -




. lien plus any interest, costs, attorneys' fees or d accrue as & result of 3
" foreclosure or sale under the lien. In any contest proceedings, Grantor will defend itself and

Beneficiury and will name Beneficiary 23 an additiona _oblige: under any surety bond, and

Grantor shall satisfy any final adverse judgment before enforcement against the Property.

t. Graptor: shatl pmptsyfumlshev;dence of payment of

demand and shall authorize the appropriste county

4.1  Maintenagce of pee. Grantor shall procure and maintain policies of fire
insurance with standard exterded coverage endorsements on a replacement-cost basis covering
all improvements on the Property, in an amount sufficient to -avoid application of any
coinsurance clause and with loss payable to Beneficiary. Policies shall be written in amounts, in
form, on terms and with companies ressonably acceptable to Beneficiary. Grantor shall deliver to
Beneficiary certificates of coverage from each insurer containing a stipulation that coverage will
not be canceled or diminished without a minimum of 1¢ days' written notice to Beneficiary.

4.1  Applicgtion of Proceeds. Grantor shall promptly notify Beneficiary of any loss
or damage of the Property. Beneficiary may nake preof of loss if Grantor fails to do so within 15
days of the casuaity. Beneficiery may, at its election, agply the proceeds to the reduction of the
Indebtedness or the restoration and repair of the Property. If Beneficiary elects to apply the
proceeds to restoration and repair, Grantor shall repair or replace the damaged or destroyed
improvements in a manner satisfactory to Beneficiary. Upon  satisfactory proof of such
expenditure, Beneficiary shall pay or reimiburse Grantor from the proceeds for the reasonsble
cost of repair or restoration. Any proceeds which have not been vaid out within 180 days after
their receipt and which Beneficiary has not committed to the repair or restoration of the Property

“shall be used to prepay first accraed interest and then principsl of Grantor's Indebtedness, If
‘ ' ient in full of the Indebtedness, such proceeds shall be
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and fling & map or plat of the Property, including the

the interzst of Beneficiary u

er Withont Consent: Grantor shall not sell, agree to sell,

nhypothecate, encumber or otherwise transfer any part or &ll of the
Propeity or any interest in the Property, without the prior. written. consent of Beneficiary except
es provided in Section 9.3. If Grantor or a prospective transferee applies to Beneficiary for
consent 1o & transfer cther than a transfer permitted under Section 9.3, Beneficiary may require
such information as may be reasonsbly necessary for Beneficiary to assess the prospective
trausferee’s prior business experience, reputation and financial sbility to perform Grantor's
obligations under this trust deed. Beneficiary may corsider any requested transfer and evaluate
the general credit standing, management ebility snd ‘other factors deemed material by
Beneficiary and will either approve or decline the reguested transfer, but such approval or

otherwise will be at the rezsorable discretion of Benefiiary. ,
£ ’ Beveficiary to sne trausfer shall not constitute 2
sfer by Grantor shall relieve Grantor

cary may agrs oy
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® {—ﬁ‘am(:r pays al! of the Inée-b’cedness when due and
uapesed wpotE Grantor ander this. tmst deed, Beneﬁclary




nréeche w'l!h.n the ing of tbe federal bankruptcy

oeeedings or distraint upon any of the property of

=‘Grmtorwhxchtsmtdf ; bm:dedmthemamerpamztteﬂbySectmnSZabﬁve of
Grantcr's failure gensrally. ta pa jts debts as such debts become due. The events of default in
‘ this paragraph shall apply and refer to Granmr and to each oi‘ the mdwrduals or entities that are
: mliectwely referred to as ’Gmmar.

(e}  Failure of Granto tc perform any other obligation under this trust deed

within 30 days afier receipt of written notice from Beneficiary specifylig the nature of the

“default or, if the default canmot be cured within 30 days, failure within such time to commence

- and pursus curative sction with ‘reasonable dxhgence No neotice cf.default and no opportugity to
- cure shai} he mauu'ad if f}f ‘ pno:* 12 momhs Beneﬁc‘ »has already sent 8 notzce o

.2‘13; msmmm‘ :oxmzj ‘um*

; the osg.mnce of any‘ ¢ :
wxy may emetexse any ‘one or more "cf the foﬂowmg rights . and, &

- (a) Beneﬁcmry may dedare the cimre indebtedness unmodzately due and
*“yable, including any prepsymen% premmm wln,,h Gmmer wnuid be reqmred to pay :

. (b) ’i‘he Truste sizall h‘we the right to foreciose by notzce ard sale, and
| Beneficiay ;hall have the nght to farer:lose by judxcxa! fczeciosure m exi:her case in acoordauc.e
K thhagpixcable law. r o R

N © Iftlns trust deed is i‘oreclosed by pdma_l p*o«:edure Beneficiary will be
* entitled to a judgment which will provxde that if the foreclosure sale- proceeds are insufficient to
satisfy the judgment, execution may issue for. any amount by which the unpaid balance of the
obligations secured by thig tmst dm exceeds the net ssle proceeés payab g 10 Beueﬁcxar;

(d) Beneﬁcmry shail have the right, without notice to Grantor, to take
possession of the Propenty and collect all rents, reverues, income, issues and profits from the
Pruperty (the "Income"), including amounts past due and unpsid, and epply the net proceeds,
over and above Bamﬁmary‘s costs, sgainst the Indebiedness. In furtherance of this right,
Beneficiary may require any tenant or other user to make payments of rent or use fees directly t6 -
Benefigisry. If the Income is collected by Beneficiery, then Grantor irrevocably designates
Bemﬁcaary a8 Gnnmz‘s,ammy‘ n fact io endcrse mstmmmts received in payment thereof in

the and th aseeds’ Payments by tenants oF
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.:""{) Ee:zeﬁm,_ ; ‘ a receiver af
‘possession of any. or all of the, Property, mth ':he ‘power to protect and preserve t the Eoperty, ,
operate the Property prewdmg ﬁweeiam or sale, to collect the Income from the Property and
apply the pmcae:is, over and shove cost of the receivership, against the Indebtedness. The
raceiver may serve without bond if permitted by law. Beneficiary's right to the appointment of a
receiver shall exist whether or not apparent value of the Property exceeds the Indebtedness by a
_substantial amount. Empbym&t by Bmieﬁmary shall not d:suuahfy a person ﬁ'om servmg asa
receiver.

f - In the event Gmﬁor remams in mssessmn of the Propertv aﬁer the

- Property is told as provided above a;aeﬁmaty othem*xse;becomes entitled to possession of -

o the Pmpwy upon default of Grastor, Grantor shall become a tenant at will of Beneficiary or the -
B8 oi‘the ?mperty a.nd sha!lpagamnabie rental;fcruseofthe Pmperty whﬂem

e o {8y Tmme m:f Bmeﬁcxafy s%zall have any other nght or remeﬁy pmv:ded in
ths trust deed, the Pa:ﬁnwt Ag&mem Or sny other “instrument dehvered by Grantcr in -
: eannecmn t&erewath. er avaﬁabieat law, m equy or uthezwxse. - -

Upon iaicmg pessessxon of ailr

’Use, opam:e, manage, cml and canduct busmess on the Property and g
A8 i its Judgmem are proper, _ -

o ; opuéﬁ, (compiae any canstmctxon in progress on the =
Propetty ard in that emmectmn sy bills, borrow funds, emp!oy ‘contractors and make any:
chang&t in p!ans or Wﬁcatwns asBeneﬁcaary deems appmpnate :

i the revenues produced bv tbr* Propeﬁy are msuﬁ‘u-xem 10 pay expenses, the recexver may
borrow, fram Beneficiary (xf Beneﬁcsary, in its sole d:scretxon, agrees 1o iemi} or otherwise, or
Bensficiary may borrow or advance, such: sums as the receiver. or Beneficiary may deem
niecessary for the purposes stated in f&hxs parugraph. The amounts borrowed or advanced shall
: bwmter@fmmtﬁedﬁea Hon uﬁ‘;repaldatthesmne_xmmmeaspmmde&m
: Seeuan 14.3 bciow S;;ch sums ghal bec@me B pattofthe ‘{ndebtednms‘”mredby ﬂus tmsi dmd
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, ‘and- all remedies of
‘ot exclusive. An election to make
Grantor shall not affect Beneficiary's

penses. In the event of default under this trust deed, Grantor

and expenses which may be incurred by Beneficiary with

ut limisation all costs and expenses of investigating the

surrounding or relating thereto, reasonable fees charged by

and expenses of professional consultants and advisers, including attorneys and accountants, costs
of searching records, obtaining title reports, surveyor's reports, attorney's’ opinions, titie
insurance, trustee's fees, and all other reasonable expenses incurred by Beneficiary that are
necessary at any time in Beneficiary's opinion for the protection of its interest and the
enforcement of its rights, Attomeys' fees shail include costs and expenses of legal advice with

respect to the event of default, rights and remedies, negotiations with the Grantor and any other
parties in interest, such as guarantors, other encumbrancers, receivers, trustees and the like, and
reasonable aitorneys' fees and expenses with respect to eny action which Beneficiary may
commence or in which it might appear, whether for the purpose of ‘protecting or preserving
Beneficiary's rights or to realize upon the lien of any secarity interest upon real or personal
propesty, or both, by foreclosure or otherwise (including, without limitation, bankruptcy-

proceedings for special relief therein), and all attorneys' fees and expenses in

appeal uch action. Al mou 1 become a pari of the

ect 10 the provisions of applicable law with
inding upon and inure to the benefit of the

fails to comply with any provision of
vired action on Grantor's behalf, and any
added to the Ind btedness. Amounts so

Election by Reneficiary * .~



iary) - with evidence of the
: St reement, we may
: protect our interest. This insurance may, -
st nesd - alse our “If the ‘becomes damaged, the
coverage we purchise may not pay any claim you make or any claim made
sgainst you. You ry later cancel this coverage by providing evidence that you-
have obtained property coverage clsewhere. . .- S

You ere responsible for the cost of any insurance purchased by us. The |
 cost of this insurence may be added to your contract or loan balance. If the cost is
added to your coniract or loan balance; the interest rate on the underiying contract
or loan will apply to this added amount. The effect date of coverage may be the
date your prior cavesage lapsed or the date you failed to provide proof of

COVRrage. CELT o T

The coverage we purchase may be considerably more expensive than
insurance you. can obtain on your own and may not satisfy any need for propery
damsge coverage or any mandatory liability insurance requirements impoged by

. 144 - Notices. ‘Any notice under this trust deed shall be in writing and shall be effective
when eicher deffvered in person or, if mailed, shall be deemed effective on the second day ater
- doposited as registered or certified mail, postage prepaid, addressed to the party at the address
stated in this trust deed. Any party may change its address for notices by written notice to the
mm‘ : i . ‘

provisions »cc‘mtained in %;he, '
unenforceable in any respect,
‘the Payment Agreement shali not -

. This trust deed and any of its terms may only bo changed,
an instrument in miﬁng'sign,e;ﬁ»bythé;p;;ty against which

discharge or termination is sought. Any agreement
e ficiary relating 1o Hi od shall sttt
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