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CONSTRUCTION DEED OF TRUST
LINE OF CREDIT DEED OF TRUST

LINE OF CREDIT INSTRUMENT. (a} This Dead of Trust is a LINE OF CREDIT INSTRUMENT. (b) The maximum principa! amount to Le advanced
pursuant to the Nole is $2,000,000.00. (c) The term of the Nole commances on the date of this Deed of Trust and ends on November 30, 1999, (d)
Tha maximum principal amoeunt 10 be advanced pursuant to the Nole may be exceeded by advances necessary to complete construction of previously
agreed upon improvements on the Real Property.

THIS DEED OF TRUST IS DATED NOVEMBER 30, 1998, among The Pennbrook Company, an Oregon
Corporation, whose address is 869 NW Wall St., Suite 204, Bend, OR 97701 (referred to beiow as "Grantor”);
South Valley Bank & Trust, whose address is P O Box 5210, Klamath Falls, OR 97601 (referred to below
somelimes as "Lender” and sometimes as "Beneficlary"); and William P. Brandsness, whose address is 411
Pine Street, Klamath Fails, CR 97601 (referred to below as "Trustee”).

CONVEYANCE AND GRANT. For valuabie consideration, Grantor conveys to Trustee for the benefit of Lender as Beneficlary all of Granior's
ngit, tite, and interest in and to the following described real property, logether with all existing or subsequentiy erected or affixed buildings,
smpravements snd fxtures; all easements, rights of way, and appurienances; all waler, water rights and ditch rights (including stock in utilities with ditch

or inigation righls); and all other n~hts royalties, and profits relating o the real erty including without limitation all minerals, oil, gas, geothermal
and similar matters, located in Rlamath County, State of Oregon (the "Real Property"):

PARCEL 1: Lots 312, 313, 214, and 315 of the RUNNING Y RESORT, PHASE 4, 1st ADDITION, according

to the official plat thereof on file in the office of the County Clerk of Klamath County, Oregon.

PARCEL 2: Lots 342, 343, 344, 345, 345 and 347 of RUNNING Y RESORT PHASE 4, 2nd ADDITION,
according to the official plat thereof on fiie in the office of the County Clerk of Klamath County, Oregon.

The Beal Property or its address is commonly known as Falcon Drive, RUNNING Y RESORT, Kiamath Falis, OR
27601,

Grantor prasently assigns lo Lender (also known as Beneficiary in this Daed of Trust) all of Granter's right, litle, and inlerest in and 1o all present and
future leases of the Property and afl Rents from the Propedy. In addition, Grantor grants Lender a Uniform Commercial Code securily interest in the
Rents and the Persanal Property defined beiow.

DEFINITIONS. The foaow'ng werds shall have tha kﬂlowmg meeanings when used in this Deed of Trust Terms not otherwise defined in this Deed of
Teust shall have ths meanings atiributed to such terms in the Uniform Commercial Code. Alt references lo dollar amounts shall mean amounts in lawiul
money ¢f the United Stales of America.

Beneficiary. The werd "Beneficiary” means South Valiey Bank & Trust, its successors and assigns. South Valiey Bank & Trust aiso is referred to
as "Lender” in {4is Deed of Trust.

Deed of Trusl. The words “Dead of Truslt” mean ithis Deed of Trust among Granlor, Lender, and Trustee, and includes without limitation alt
assignmen’ and sacurily interest provisions relaling o the Personal Property and Renis.

Granlor, Tha word "Granior” maans any ang all persans and antities executing this Deed. of Trust, including wilhout iimilalion The Pennbrock
Company.

Guarentor. The word "Guaranior™ means and includes without limitation any and all guarantors, sureties, and accommodation parties in
connection with: the Indebtedness.

improvements. The word “improvemnents” means and inciudes without limitation all existing and future improvements, buidings, structres,
mobie homas affixed on the Real Property, tacilities, additions, replacements and other construction on the Real Property.

Indebiedness. The word “indebledness™ means ali principal and interest payabie under the Note and any amounis expended or advanced by
Lender o discharge obligations of Grantor or expenses incurred by Trustee or Lender o enforce obligations of Grantor under this Deed of Trust,
tegether with interest on such amounts as provided in this Deed of Trust. In addition to the Note, the word "Indebtedness” includes all obligations,
debts and fiabitlies, plus interest theraon, of Granlor to Lender, or any one or more of them, as well as all claims by Lender against Grantor, or any
ona or mors oF tham, whether now existing o hereafter arising, whether related or unrelated to the purpose of the Note, whether voluntary or
otherwise, whether due or not dus, absolute or contingent, liquidated or unliquidated ang whether Grantor may be liable individually or jointly with
others, whather obligated as guarantor or otherwise, and whether recovery upon such indebtedness may be or hereafier may become barred by
any statute of limilations, and whether such Indabledness may be cr heraafler may become otherwise unenforceable.

Lender. The word "Lender” means Scuth Valley Bank & Trust, ils successors and assigns.

Mote. The word "Nole” means the Noie dated November 30, 1988, in the principal amount of $2,000,000.00 from Grantor to
Lander, togather with alit renawals, extensions, modifications, refinancings, and substitutions for the Note. The maturily date of the Note is
Novamber 30, 1999. Tha rata of interest cn tha Note 1s subject to indexing, adjusimen?, renewal, or renegotiation.

Personal Preperty. The words “Perscnal Praperty” mean ali equipment, fixtures, and other articies of personal properly now or hereafter owned
by Grantor, anc now or hereafter attached or affixed to the Real Preperty; together with af accessions, parts, and addifions to, all replacements of,
and all substitutions for, any of such property; and logether with all proceeds (including without kmilativon all insurance proceeds and refunds of
pramiums) from any saie or olher dispostlion of the Property.

FProperty. Tha word "Property” maans coileclively the Real Property and the Persenat Froperty.
Real Progerty, The words “Rea! Proper‘y" mean the property, interasts and righis described above in the "Conveyance and Grant” section.

Related Dotuments. The words "Ralaled Documents” mean and include without limitation all promissory notes, credit agreements, loan
agreemants, environmental agreements, guaranties, sacurily agreemenls, morigages, deeds of trusl, and all other instruments, agreements and
documents, whather now or hereafter existing, execuled in connection with the indebledness.

- Rents. The word "Rents” means all present and future rents, revenues, income, issues, royalties, profils, and cther beneﬁls gerived from the

Property.
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Trusies. The word "Trustee™ means Wilam P; Brandsness anc any substitute of successor irustess.

THIS DEED OF TRUSY, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND PERSONAL
PROPERTY, IS GIVEN TO SECURE {1) PAYIMRENT OF THE INDEBTEDNESS AND {2) PERFORMANCE OF AHY AND ALL OBLIGATIONS OF
GRANTOR UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS DEED OF TRUST, INCLUDING THE
ASSIGNMENT OF KENTS 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 AGREEMENT BETWEEN GRANTOR AND LENDER OF EVER
DATE HEREWITH. ANY EVENT OF DEFAULY UNDER THE CONSTRUCTION LOAN AGREEMENT, OR ANY OF THE RELATED DOCUMENTS
REFERRED 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 ON THE FOLLOWING TERMS:

PAYMENT AND PERFOMRMANCE. Excepl as otherwisa provided in this Deed of Trust, Granior shall pay to Lender all amounis secured by this Deed of
Trust as they become duse, and shalt strictly and in a timely manner perform alt of Grantor's obiigations under the Note, this Desd of Trust, and the
Relatad Documents.

POSSESSION AND MAINTENANCE OF TRE PROPERTY. Grantor agrees that Crantor’s possession and use of the Property shall be governed by the
following provisicns:

Possession end Use. Until the occurrencs of an Event of Default, or until Lender exercises s right lo collect Rents as provided for in the
Assignmant of Rents form executed by Grantor in connection with the Properly, Granlor may (a) remain in possession and conirol ¢f the Property,
{b) use, operate or manage the Property, and (c) collect any Rents from the Property. The following provisions relate to the use of the Property or
i other imiations on tha Properly. THIS INSTRUMENT WILL NOT ALLOW USE OF THE PROPERTY DESCRIBED IN THIS INSTRUMENT IN
VIOLATION OF APPLICABLE LAND USE LAWS AND REGULATIONS. BEFORE SIGNING OR ACCEPTING THIS INSTRUMENT, THE PERSON
ACQUIRING FEZ TITLE TO THE PROPERTY SHOULD CHECK WITH THE APPROPRIATE CITY OR COUNTY PLANNING DEPARTMENT TO
VE%!FY APPROVED USES AND TO DETERMINE ANY LIMITS ON LAWSUITS AGAINST FARMING OR FOREST PRACTICES AS DEFINED IN
ORS 30.930,

Outy lo Maintals. Grantor shall maintain tha Property in tenantable condition and prompily perform alf repairs, replacements, and maintenance

necessary lo presarve its valua.

Hazardous Substances. The tarms “hazardous waste,” "hazardous substance,” “disposal,” "releass,” and “threa‘enad release,” as used in this

Deed of Trust, shall have the same meanings as set forth in the Comprehansive Environmenta! Response, Compensation, and Liability Act of
1380, as amended, 42 U.S.C. Sect:on 9601, at seq. ("CERCLA™), the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No. 98459
("SARA"), the Hezardous Matsrials Transportation Act, 49 U.S.C. Saction 1801, ef seq., the Resource Conservation and Recovary Act, 42 U.S.C.

Section £301, el seq., or othar applicable state or Federal taws, rules, or regulations adopled pursuant to any of the foregoing. The lerms

"hazardous wasla” and "hazardous substance” shall also include, without limitation, petroleum and petroleum by-products or any fraction thereof

and asbestes. Crantor represeats and warrants to Lender that: (a) Dunng tha period of Granlo’s ownership of the Properly, there has been no

use, generation, manufacture, slorege, treatment, disposal, releass or threstened reigase of any hazardous waste or substance by any person on,

under, about or from the Property; (b) Graator has no knowledge of, or reascr to believe that there has been, except as previously disclosed 1o

and acknowledgad by Lender in writing, (i) any use, generation, manufacture. storage, treatment, disposal, release, or threatened release of any
hazardous waste or substance on, under, about or from tha Property by any prior owners or occupants of the Properly or (i) any actual or

threataned liigation or claims of any kind by any person reiating to such matiers; and (c) Except as previously disclosed to and acknowledged by

Lender in wriling, (i) neither Granior nor any tenant, contracter, agent or other authorized user of the Property shall use, generate, manufacture,

store, Ireal, gispose of, or release any hazardous waste or substance on, under, about or from the Property and (i) any such activity shall be
conducted in comnpliance with all applicabie federal, stale, and locai laws, regulations and ordinances, including without limitation those laws,

regulations, and ordinances described above. Grantor authorizes Lender and ils agents o enter upon the Property io make such inspections and
tests, al Granter's expense, as Lender may dasm appropriate lo determine compliance of the Properly with this section of the Deed of Trust. Any
inspections or tesis made by Lender shall be for Lender's purposes only and shall not be construed to create any responsibility or liability on the
part of Lendar i0 Granior or 1o any other person. The represantations and warranties contained herein are based on Granlar's due diligence in
investigaling the Property for hazardous waste and hazardous substances. Grantor hereby (a) releases and waives any fulure ciaims against
Lender for indemnity or contribufion in the event Granlor becomes fiable for cleanup or other cosls urder any such laws, and {b) agrees to
indemni‘y and hold harmiess Lender ageinst any and all claims, losses, labilities, damages, penalties, and expenses which Lender may directly or
indirecily sustain or suffer resulting from a braach of this section of the Deed of Trust o as a consequence of any use, generation, manufacture,
stcrags, dispesal, relsase or thraalened releasa of a hazardous waste or substance on the properties. The provisians of this section of the Deed
ot Trust, including the obligation to indemnify, shall survive the payment of the indebtedness and the satisfaction and reconveyance of ihe lien of
this Dead cf Trus! and shall not be atfected by Lender's acquisition of any interest in the Property, whether by foreclosure or otherwise. :

RKuisance, Waste. Granior shall not cause, conduct or permit any nuisanca nor commit, permit, or suffer any siripping of or waste on or to the
Propesty or &ny portion of the Property. Without liriting the generality of the foregoing, Grantor will not remove, or grant to any other party the
right ta remove, any timber, minerals (including oil and gas), soil, gravel or rock products without the prior written consent of Lendey.

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the Real Property without the prior written consent of
Lender. As a condition io the removal of any Improvemanis, Lender may require Granior to make arrangements satisfactory to Lender fo replace
such Improvemants with improvements of at least equal value.

Lender’s Right to Enter. Lender and its agents and representatives may enter ugon the Real Property at all reasonable times o atlend to
Lender's inlerests and 1o inspact the Property iar purposes of Granlor's compliance with the terms and conditions of this Deed of Trust.

Compilance with Governmental Requirements. Granlor shall promptly comply with all laws, ordinances, and regulations, now or hereater in
effect, of all governmental authorities applicable fo the use or occupancy of the Properly, inciuding without limilation, the Americans With
Disabiliies Act. Grantor may conlest in good faith any such law, ordinance, or regulalion and withhold compliance during any proceeding,
including approprate appeais, so lang as Grantor has notified Lender in writing prior to doing so and so long as, in Lender's sole opinion,
Lender’s interes’s in tha Properly are not jeopardized. Lender may require Grantor lo post adequate security or a surely bond, reasonably
satistactory to Lender, io protect Lender’s inferes!.

Duty to Protect. Granlor agrees neither 1o abandon nor leave unafiended the Property. Grantor shall do all other acls, in addition to those acts
set forth above in this section, which from ths character and use of the Property are reasonably necessary !o protect and preserve the Property.

DUE ON SALE - CONSENT BY LENDER. Lender may, at its oplicn, declare immedialely due and payable all sums secured by this Deed of Trust
upon the sale or transfer, without the Lender's prior writtea consent, of all or any part of the Real Property, or any interast in the Real Property. A "sale
or ransfer” means the cenveyance of Real Property or any right, titte or inlerest therein; whether legal, beneficial or equilable; whather voluntary or
invoiuntary; whether by outright sale, desd, mnstaliment sale contract, land contract, contract for deed, leasehold interest with a term greater than three
(3) years, laase~cption contract, or by sala, assignmant, or ransfer of any beneficial interest in or fo any land lrust holding title to the Real Property, or
by any aother method of conveyance of Real Property interesl. ¥ any Grantor is a corporation, partnership or limited liability company, transfer aiso
includes any change in ownarship of more than twenty-five percent (25%} of the voling stock, partnership interests or limited liability company interests,
as the casa may be, of Grantor. However, this oplicn shal! not be exercised by Lender if such exercise is prohibited by federal faw or by Oregon law.

TAXES AMD LIENS. The foliowing provisions ralating to ths taxes and liens on the Property are a part of this Deed of Trust.

Fayment. Grantor shall pay when due (and in all events prior lo delinquency) all taxas, special taxes, assessments, charges (including walar and
sawwr), fines aad impositions levied agains! or on account of the Properly, and shall pay when due all claims for work done on or for services
rendered or malerlal turnished 1o the Property. Grantor shall maintain the Proparly free of all lians having priority over or equal to the intarest of
Lender undar this Dead of Trust, excep! for the lien of taxes and assessments not dug and excop! as otherwise provided in this Deed of Trust.

Right To Contest. Granlor may withhoig paymant of any lax, assassment, or ¢laim in connection with a good faih dispute over tha shiligation to
pay, 50 long as Lander's interest in the Property is nol jeopartized. If a lien arisas or is filed as a result of nonpayment, Grantor shail within fiflesn
(15) days afier the ien arises or, if a iien is fisc, within fitsen {18) days ater Grantor has notice of the thng, secure the discharge of the dien, or if
requesied by Lendar, deposit with Lender cash or a sufficient corporate surely bend or other securily satisfactory to Lender in an amount sufficient
fo discharge Ihe lisn plus any cosls and attornays’ fees or other charges that could accrue as a result of a foreclosure or sale under the lien. In
any contest, Grantor shalt defend itseif and Lender and shall salisly any adverse judgment before enforcement against the Property. Grantor shall
nama Lender ¢s an additional obligse under any surety bond furrished in the contest proceedings.

Evidence of Paymenl. Grantor shail upen demand furnish 1o Lender satisfactory evidence of payment of the taxes or assessments and shall
authorize the epproprate governmental official to deliver 1o Lendar at any tima a wrilten statement of the taxes and assessments against the
Notice of Construction. Grantor shall notify Lancer at least fiftsan {15) days before any work is commenced, any services ars furnished, or any
matavials are supplied to the Property, if any mechanic's lisn, maleriaimen’s lien, or other lien could be asserted on account of the work, services,
or materials end the cost excesds $1,000.00. Grantor will upon request of Lender furnish lo Lender advance assurances satisfaclory to Lender
that Grari!az,c?q agdgwid pay the cost of such improvemenis.

PRQPERTY DAMAGE INSURANCE. Tha fosowing provisions relating fo insuring the Property are a part of this Deed of Trusl.
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Kaintonatics of tnsurance. Grantor shalf pracurs and mainlain policies of fire’

replacamant basis for the full inswrebls value covering alt improvements on tha

coinsurance. clause, and with a standard ! in f;

dablity insurance in such coverage smounts as Lender may request with trustes and Lender being named as addtional insureds In such fiabiity
insurance policies. Additionally, Grantor shall maintain such olher insurance, including but not fimileg io hazard, business interruption, and boiler
insurance, as Lender may reasonably require. ' Policles shall be written in form, amounts, coverages and basis reasonably acceptable o Lender
and issusd by & company or companigs reasonably acceplable to Lender. Granlor, upen request of Lender, will deliver o Lender from tima to
time the policias or certificates of insurance in form satisfactory lo Lender, inciuding stipuiations that coverages will not be cancelled or diminished
without at least len (10) days' prior writen notice to Lender. Each insurance policy alsc shall include an endorsement providing that coverage in
favor of Lender will not be impaired in any way by any acl, omission or default of Grantor or any other person. Should the Real Property at any
time beceme located in an ares designaled by the Director of the Fedara! Emargency Management Agency as a special flocd hazard area, Grantor
agrees lo cblein and maintain Federal Flood Insurance for the full unpaid principal balance of the loan, up to the maximum policy limits set under
the National Flood insuranca Program, or as otherwise required by Lender, and fo maintain such insurance for the term of the loan.

Application of Proceeds. Grantor shall promptly notity Lender of any loss or damage to the Pro

replacement exceads $500.00. Lender may make proof of loss if Grantor fails ithi

Lendar's secudty is impaired, Lender may, al ils alection, raceive and re y insurance and apply the proceeds to the
reduction of the Indebtedness, payment of any lien affscting the Property, or tha restoration and repair of the Property. 1f Lender elects to apply
the proceeds 1o restoration and repair, Grantor shall repair lamaged or destroyed Improvements in a manner satisfactory to Lender.
Lender shall, upon satisfactory r t onzble cost of repair or
rastoration if Grantor is not in default un A i i 80 days afier their receip!
and which Lender has not committed to the i [ i

Deed of Trust, then to pay acciued inlerest, and the remaindar, if any, Indebtedness. If Lender
holds any procseds afler payment in full of the indebledness, such proceeds shall be paid to Grantor as Grantor's interests may appear.

Unexpired insurance at Sale. Any unexpired insurance shall inure fo the benefit of, and pass to, the purchaser of the Property covered by this
Deed of Trust at any trustes’s sale or other sale held under the provisions of this Deed of Trust, or at any foreclosure sale of such Property.

Grantor's Report on Insurance. Upon request of Lender, nowaver not more than once a year, Grantor shall furnish to Lender a report on each
axisting poiicy of insurance showing: (a) the nama of the insurer; (b) the risks insured; (c) the amount of the policy; (d) the property insured, the
then cumrent reglacemant vaiue of such properly, and the manner of determining that value; and (e) the expiration date of the poalicy. Grantor
shali, upon request of Lander, have an independent appraiser satisfactory to Lender determine the cash value replacement cos! of the Property.

EXPENDITURES BY LENDER. 1t Grantor fails to comply with any provision of this Deed of Trust, or if any action or proceeding is commenced thal
would materially affect Lender's inlerests in the Property, Lender on Grantor's behalf may, but shall not be required to, take any action that Lender
deems appropriate. Any amount that Lender expends in S0 doing wili bear interest at the rate provided for in the Nole from the date incurred or paid
by Lender to the dala of repaymant by Granlor. All such axpenses, al Lendar's option, will (a) be payable on demand, (b) be added to the balance of
the Nots and be apportioned among 1 i i i

insurance policy or {#) the remaining term of tha Nole, )

Tus Deed of Trust aiss will securs payment of these amounts. paragraph shali be in addition to any other rights or any
remadies to which Lander may be entited on account of the defauil. Any such action by Lender shall not be construed as curing the default so as to
bar Lender from any remedy that it otherwise would have had.

WARRANTY; DEFEMSE OF TITLE. The following provisions relating to ownership of the Property are a part of this Dead of Trust.

Title. Granter vearants that: {a) Grantor holds good and marketable titls of record to the Praperty in fee simple, free and clear of all liens and
&ncumbrances cother than thoss set forth in the Real Property description or in any file insurance policy, title report, or finai title opinion issued in
tavor of, and acceplad by, Lender in conneclion with this Dead of Trust, and (b} Granlor has the full right, power, and authority to execute and
deliver this Deed of Trust to Lender.

Defense of Tie. Subject io the axceplion in the paragraph above, Granlor warrants and will ferever defend the title to the Property against the

iawful claims of a# persons. in the svent any action or procesding is commenced that questions Grantor's fitle or the interest of Trustee or Lender

undex this Cesd of Trust, Granter shall defend the action at Grantor's expense.. Grantor may be the nominal parly in such proceeding, but Lender

shait ba enliled to participate in the proceeding and to be represented in the proceading by counsel of Lender's own choice, and Grantor will
or causs 1o be dalfivered, to Lender such instruments as Lender may request from fime to time o permit such participation.

Compiiance With Laws. Giznicr wamanis that the Properly and Granlor's use of the Property complies with all existing applicable laws,
ordinances, gnd regulations of govarnmental authorities,

CONGEMNATION. The following provisions relating to condemnation proceedings are a parl of this Deed of Trust.

Application of Net Proceeds. !f all or any part of the Property is condemned by eminent domain proceedings or by any proceeding or purchase
in lieu of condemnation, Lendar may at its elachon require that all or any portion of the net proceeds of the award be appliad to the Indebtedness
or the repair or restoration of the Property. The net proceeds of the award shall mean the award after payment of all reasonabls costs, expenses,
ard altorneys’ fees incumed by Trustes or Lender in connection with the condemnation. .

Proceedings. It any proceeding in condemnation is filed, Granior chall promptly notify Lender in writing, and Grantor shall promplly {ake such
sleps as may be nacessary to defend the action and oblain the award. Grantor may be the nominal party in such proceeding, but Lender shall be
enlitled to participate in the proceeding and 1a be represented in the proceeding by counsel of its own choice, and Grantor will deliver or cause to
ba dedivered o Lender such insiruments as may be requestad by it from time to fime to permit such participation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating to governmental taxes, fees
and charges are 8 part of this Deed ¢f Trust:

Cuirent Taxes, Fees and Charges. Upon request by Lender, Grantor shall execute such documents in addition to this Deed of Trust and take
whatever other zction is requested by Lender to perfect and continue Lender's lien on the Real Property. Grantor shall reimburse Lender for all
laxes, as descrided below, together with all expenses incurred in recording, perfecting or centinuing this Deed of Trust, including without limitation
ail taxes, fees, documeantary stamps. and other charges for recording or registering this Deed of Trust.

Taxes. The following shall constitule taxes ic which this section apples: (a) a specific tax upcn this type of Deed of Trust or upon all or any part
of tha indebledness secured by this Deed of Trust; (b)a specific ax or: Granlor which Grantor is authorized cr required to deduct from payments
an the indebiadness secured by this type of Deed of Trust; (c) a tax on this type of Deed of Trust chargeable against the Lender or the holder of
tha Note; and {d) a specific tax on el or any portion of the Indabtadness or on payments of principal and interest made by Grantor.,

Subsequent Taxes. if any tax to which this saction applies is enacted subsequant to the date of this Deed of Trust, this event shall have the same
eifect as an Evant of Default (as defined belowj, and Lender may exercisa any or all of its available remedies for an Event of Default as provided
below tirdess Grantor either {2) pays the tax befors it becomes delinguent, or (b) contests the lax as provided above in the Taxes and Liens
section and daposits with Lender cash or a sufficient corporale surety bond or other sscurity satistactory to Lender.

SECURITY AGREEMENT: FINANCING STATEMENTS. The following provisions relating 1o this Deed of Trust as a security agreement are a part of
this De=d of Trust. .

Security Agreement. This instrumant shall constituls a security agreament to the extent any af the Property conslitutes fixtures or other personal
propesty, and Landler shatt havs zll of the rights of & secured perty under the Uniform Commercial Code as amended from time to time,

Security !nteresl. Upon request by Lender, Grantor shall exacute hnancing statements and lake whatever other action is requasted by Lendsr to
pertget and continue Lendar's socurily interast in the Renls and Personal Property. in addilion o reco: ding this Daad of Trust in the real property
records, Landar may, at any bme and without further avthonzation from Grantor, file execuled ceunterperts, copias or reproductions of this Deed
of Trust as a Kngncing statement. Grasitor shal reimburse Lender for all expenses incurred in perdecting or continuing this security interest. Upon
default, Grantor shall assemble the Personat Property in & manner and at a place reasonably convenient to Grantor and Lender and make it
avatlable to Londer within three {3} days after raceipt of written demand from i_ender. :

Addresses. The mailing addresses of Granlor (Gebtor) and Lender (secured party), from which information cuncerning the security interest
grantad by this Qaed of Trust may be obtained (each as required by the Uniform Commercial Code), are as stated on the first page of this Deed of
Trust,

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relaling 1o further assurances and attorney~in-fact ase a par of this Deed
of Trust,

Further Assurances. A! any fima, and from tima ‘o time, upon request of Lender, Grantor will make, execute and deiiver, or wil! cause o be
made, executed o delivered, 1o Lender or t> Lender's dasignee, and when recuesied by Lender, cause 1o be fied, recorded, refied, or
rerecordad, as tha case may be, at such times and in such oMices and places as Lender may deem appropriale, any and all such morigages,
deads of trust, securly deeds, sacunty agreements, financing stataments, continustion slatemeants, insirumenis of furthér assirande, cerlificates,




and other documents as may, in the sule opinion of Lender, ba necessary or desirable in order to effecluate, complete, perfect, continue, or
preserva: {a) the obligations of Granlor. unter the Nole, this Daed of Trusl, and. the Relatad Documents, and (b) the liens-and securily interests
creatad by this Dead of Trust as first and prior iens on the Property, whethaer now owned or hereatter acquired by Grantor. Unless prohibited by
law or agreed lo the conlrary by Lender in writing, Grantor shall reimburse Lender for all cosls and expenses incurred in conneclion with the
me.iters referrad o in this paragraph. ) : - - E . ’
Attorney-in-Fact. !f Crantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for and in the name of
Grantor and at Grantor's axpense. For such pumoses, Granior hereby irrevocably appoints Lender as Grantor's attorney~in-fac! for the purpose
of making, axecufing, defivering, Hing, recerding, and doing afl other things as may be necessary or desirabie, in Lender's sole opinion, to
accomplish the matters referrad o in the preceding paragraph.

PARTIAL RELEASES. Lander shall exscute partial relsases of the lien of this Deed of Trust upan the following conditions: Upon the sale of each
townhouss, Borrower agrees 1o pay to South Vallsy Bank & Trust a principal reduction equal to all direct and indirect construction costs advanced on
the Promissory Nota for said townhouss. plus $3,000.00.

FULL PERFORMANCE. If Grantor pays all the Indebtedness when due, terminates the ine of credit, and otherwise performs all the obligations
imposed upon Granicr under this Deed of Trust, Lender shali exacule and deliver to Trustes a request for full reconveyance and shall execute and
deliver to Grantor suitable statements of termination of any financing statement on fils evidencing Lender's security interest in the Rents and the
Personal Properly. Any reconveyancs fee requined by law shall be paid by Grantor, if permitted by applicable law.

DEFAULT. Each of tha foliewing, at the cotion of Lender, shall constitute an event of default ("Event of Default”) under this Deed of Trust:
Default on Indebtedness. railure of Granter o make any payment when due on the Indebledness.

Defeuit on Other Fayments. Failure of Grantor within the ime required by this Deed of Trust to make any payment for taxes or insurance, or any
other paymeni necessary to prevent filing of or lo effect discharge of any lien,

Detaull in Favor of Third Parties. Should Borrower or any Granlor default under any loan, extension of credit, security agreement, purchase or
seles agreement, or any other agreement, in favor of any other creditor or person thal may materially affect any of Borrower's property.or
Bomower's o any Grantor's abiity to repay the Loans or perform their respactive obligations under this Deed of Trust or any of the Related
Documaenls.

Compilance Default. Failure ¢f Grantor to comply with any other term, obligation, covenant or condition contained in this Deed of Trust, the Nole
or in any of tha Ralated Documents.

False Siatements. Any warranty, representation or stalement made or furnished to Lender by or on behalf of Grantor under this Deed of Trust,
the Note or the Ralated Documents is false or misieading in any malerial respect, either now or at the time made or furnished.

Deteclive Collatsrallzation. This Dead of Trust or any of the Relaled Documents ceases fo be in full force and effect (inciuding failure of any
cotateral documents to creals a valid and perfected security inierast or lien) at any time and for any reason.

insolvency. The dissolution or termination of Grantor’s exislence as a going business, the insolvency of Grantor, the appointment of a receiver for
any part of Grantor's property, any assignmaent for the benefit of creditors, any type of creditor workout, or the commencemeni of any proceeding
under any bankripley or insolvency faws by or against Granlor.

Foreclosure, Forfelture, etc. Caommencement of foreciosure or forfeiture proceedings, whether by judicial proceeding, self~heip, repossession or
any other method, by any cregitor of Grantor or by any governmental agency against any of the Property. However, this subsection shall not apply
in the event of a Jood faith disgute by Grantor as to the validity or reasenablenass of tse claim which is the basis of the foreclosure or forefeiture
proceeding, arovided that Grantor givas Laender written nolice ot such claim and furnishes reserves or a surely bond for the claim satistfactory to
Lender.

Breach of Giher Agreement. Any breach by Grantor under the terms of any other agreement between Granior and Lender that is not remedied
within any grace period provided thereln, including without imitation any agreament conceming any indebtedness or other obligation of Grantor lo
Lander, whethar axisting now or later.

Events Atfacting Guarantor. Any of tha preceding evenlts accurs with respect to any Guarantor of any of the Indebledness or any Guarantor dies

or becomaes incompaiant, of revokes or dispuies the validity of, or liability under, any Guaranty of the Indebtedness. Lender, at ifs option, may, but
shalt not be required 1o, permii the Guarantor's astaie o assuma unconditionally the obligations arising under the guaranty in a manner satisfactory
o ksnder, and, in doing so, cure the Event of Defaull.

Advarse Change. A malerial adverse changs occurs in Grantor's financial condition, or Lender believes the prospect of payment or performance
of tha Indabladness i5 impaired.

Insecurity. Lendar in good faith deems ifsalf insacure.

Right to Cure. If such a failure is curabdle and if Grantor has not been given a notice of a breach of the same provision of this Deed of Trus! within
the preceding twalve (12) mconihs, it may be cured (and no Event of Default will have occurred) if Grantor, after Lender sends written notice
demanding cure of such failure: ()} cures the fellure within lifteen (15) days; ¢r (b) if the curs requires more than fifteen (15} days, immediately
iritiatas sieps suificient to cure the faillure and thereafler centinues and completes all reasonable and necessary steps sufficient to produce
compliance &s soon as reasonably practical.

RIGHTS AND REMEDIES ON DEFALR.T. Upon the ocuurrence of any Event of Default and at any time thereafter, Trustee or Lender, at its option, may
axercisa any one or more of the following rights and remedies, in addition te any other rights or remedies provided by law:

Accelerate Indeblednass. Lendar shall have the right at its option without notice to Grantor to declare the entire indebtedness immadiately due
and payable, inciuding any prepayment panally which Grantor would be required to pay.

Forsctosure. ‘Wilh respect to all or any part of the Real Property, the Trustse shall have the right to foreclose by notice and sale, and Lender shall
have the aght to toreciose by judicial foreclosure, in either case in accordance with and to the full extent provided by applicable faw. If this Deed
of Trust is foracicsed by judicial fereciosure, Lender will be entitied o a judgment which wiil provide that if the foreclosure sale proceeds are
insutficient to satisly the juagment, execution may issue for the amount of the unpaid balance of the judgraent.

UCC Remedies. With -espect 1o all or any par of the Personal Property, Lender shall have all the righls and remedies of a secured party under
the Uniform Cammercial Code.

Collect Renis. Lender shall have the right, without riotice 1o Grantor, fo take possession of and manage the Property and collect the Rents,
including amounts past due and unpaig, and apply the net proceads, over and above Lender's costs, against the Indebledness. In furiherance of
this right, Lender may require any lenant or other user of the Propery to make payments of rent or use fees direclly to Lender. 1f the Renis are
coflected by Lendar, then Granlor irevocably designates Lencer as Grantor’s attorney-in-fac! to endorse insiruments recsived in paymant thereof
i the name of Grantcr and o negotiate the same and collect the proceeds. Paymenis by tenants or other users to Lender in response lo Lender’s
demand shall satsfy the obligations for which the payments are made, whether or not any proper grounds for the demand existed. Lender may
erercise ils rights under this subparagraph either in person; by agend, or through a receiver.

Appoint Receiver. Londsr shafl have tha right {o have a receiver appointed o take possession of all or any part of the Properly, with the power to
pratect and praserve the Property, to operate the Property preceding foreclosurs or sale, and to collect the Rents from the Property and apply the
proceeds, over and above the cost of ihe receivership, against the Indebledness. The receiver may sarve without bond if permitied by law.,
Lender’s right to the appointmant of a recaiver shall exist whather or not the apparent valua of the Propartyy excoeds the indebtedness by a
substantial amourt. Empioyment by Lendar snall not disqualify 3 paescon from sesving as & necsiver.

Tenancy al Sufferance. If Granlor remsins in possession of the Property atter the Property is sold as providad above or Lendsr otheraise
becomes antitiad (o possession of the Property upon default of Grantor, Grantor shall become a tenant at sutferance of Lender or the purchaser of
{ha Property and shall, at Lender’s option, either (a) pay a reasonable rental for the use of the Property, or (b) vacate the Property immediztely
upon the demand of Lender. :
Other Remedies. Trustes or Lender shall have any other right or remedy proviced in this Deed of Trust or the Note or by law.

Notice of Sale. Lander shall give Granlor ressonable nolice of the time and place of any public sale of the Persenal Properiy or of the time affer
which any private sale or other intended disposilion of the Personal Property is io be made. Reasonable notice shall msan notica given al least
tan (10} days bafure the tma of the sale or disposilion. Any sale of Personal Properly may be made in conjunction with any sale of the Real
Property.

Sple of the Property. To the axten! permilted by applicable law, Grantor hereby waives any and all rights to have the Properly marshalled. In
exercising its righls and remedias, the Trusise or Lender shall be free to sell all or any part of the Properly together or separately, in one sale or by
separale sales. Lender shall be entitied to bid at any public sale on all ar any portion of the Property.

Waiver; Election of Remedies. A waiver by any party of a breach of a provision of this Deed of Trust shali not constitde a weiver of or prejudice
tha party’s rights othacwise tc demand sirict compliance with thal provision or any other provision. Election by Lender to pursue any remedy
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providad In this Deed of Trust, tha Nole, in any Related Documaent, or provided by faw shall not exciude pursuit of any other remedy, and an
alsction to make cxpanditures o 1o take action to perform an obligation of Grarior under this Deed of Trust after failure of Granlor 3o perform shall
not alfect Lender’s right fo deciare a default and to exercise any of its remadies,

Aflorneys’ Fees; Expenses. If Lender inslilules any <uit or action to enforce any of the lerms of this Deed of Trust, Lender shall be entitied o
recover such sum as the court may adjudge reasonabls as atlorneys’ fees at triat and on any appeal. Whether or not any court action is involved,
all reasonable axpenses incurrad by Lender which in Lendar's opinion are necessary at any lims for the protection of its interest or the
enforcemant of its rights shall bacome a pert of the indebledness payable on demand and shali bear interest at the Note rale from the dais of
expenditure uniil repaid. Expenses covered by this paragraph include, withcut limilation, however subject lo any limits under appficable law,
Lender's attcrneys’ fees whether or not thars s a lawsult, including attorneys’ fees for bankruptcy proceedings (including efforts to modify or
vacale any automalic stay or injunction), appaals and any anticipated post-judgment colisction services, the cost of searching racords, oblaining
titla reports {including foreclozure raporis), surveyors’ reports, appraisal fees, lille insurance, and fees for the Trustee, to the exient permitied by
applicable law. Grantor also wili pay any court costs, in addition to ali other sums provided by law.

Rights of Trusiea. Trustoe shall have all of the rights and duties of Lender as set forth in this section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following provisions relating to 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 matter of law, Truslee shall have the power lo take the following aclions with
espact to the Preperty upon the writlen request of Lender and Grantor: (a) join in preparing and filing a map or piat of the Real Property,
including the dedication of streels or other rights {o the public; (b) join in granting any easement or creating any restriction on the Real Property;
and (¢} join in ary subordination or other agr eament affecting this Deed of Trus! or the interest of Lender under this Deed of Trust.

Obiigations lo Notify. Trustee shail not be cbligated to notify any other party of a pending sale under any other trust deed or lien, or of any actinn
or proceeding in which Grantor, Lender, or Trustee shall be a parly, unless the aclion or proceeding is brought by Trustee.

Trustes. Trusteo shali meet all qualifications required for Truslee under applicable law. In addiiion to the rights and remedies set forth above,
with raspect 1o all or any part o? the Preperty, the Trustee shall have the right io foreclose by notice and sale, and Lender shall have the right to
foreciose by judicial foreclosure, in gither casa in accordance with and o the full extent provided by applicable law.

Successor Trusiee. Lender, al Lander’s option, may from time to time appoint a successor Trustee to any Trustee appointed hereunder by an
nstrumart exscutad and acknowledged by Lender and recorded in the office of the racorder of Klamath County, Oregon. The instrument shafl
contain, in addition to afl other matters requirad by state law, the names of the origina! Lender, Trustee, and Grantor, the book and page where
this Deed of Truet is recorded, and the name and address Jf the successor trustee, and the instrument shall be executed and acknowledged by
Lendar of its successors in interest. Tha successor trustee, without convevarce of the Property, shall succeed to all the fille, power, and duties
conferred upon the Trustee in this Deed of Trust and by applicable law. This procedure for substitution of trustee shall govern to the exclusion of
ail othar provisions for substitutisn.

NOTICES TO GRANTOR AND OTHER PARTIES. Any notice under this Deed of Trust shall be in writing, may be sent by telsfacsimile (unless
otherwise required by law), and shall be effective when aclually delivered, or when deposited with a nationally recognized overnight courier, or, if
mailed, shall be deamaed effective when deposited in the United States mail first class, certified or registered mail, postage prepaid, directed to the
addresses shown neer the beginning of inis Deed of Trust. Any parly mey change its address for notices under this Deed of Trust by giving formal
written notics to the cther parties, speatying that the purpose of the notice is to change the party’s address. All copies of notices of foreclosure from

the
For

holder of any fien which has priority over this Deed of Trust shall be sent to Lender's address, as shown near the beginning of this Deed of Trust.
notice purposes, Grantor agrses to keep Lender and Trustee informed at all times of Grantor's current address.

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

Amendmenis. This Dead of Trus!, logether with any Relatad Documents, constitutes the entire understanding and agreement of the pariies as o
trs matters sel forth in this Deed of Trust. No alteration cf or emendment fo this Dead of Trust shall be effective unless given in writing and signed
5y the parly or parties sought to be charged or bound by the altaration or amendment.

Annual Reports. if the Propery is used for purposes other than Grantor's residence, Grantor shall furnish te Lender, upon request, a certified
statement of net cperating income raceived from the Properly during Grantor's previcus fiscal year in such form and dstail as Lender shall require.
“Net operating incnme” shall mean ali cash raceipts from the Praperty iass all cash expenditures made in connection with the operation of the
Property.

Lai. This Deed of Trust has been deiiverad 1o Lender and sccepted by Lender in the Siate of Oregon. This Deed of Trust
shall ba governed by and consirued in aczordance with the iaws of the State of Oregon.

Caption Headings. Caplion haacings in this Dead of Trust are for convenience purposes only and are not to be used lo inferpret or define the
provisions cf this Deed of Trust.

Merger. Thera shali be no merger of the interast or esta'e created by this Deed of Trust with any other interest or estata in the Properly at any
time hald by or for the benaeft of Lender in any capacity, without the wrilten consent of Lender.

Muitiple Pariles; Corporate Authority, All obligaticns of Grantor under this Deed of Trust shall be joint and several, and all references lo Grantor
shall mean aach and every Grantor. This means that each of the persons signing below is responsitiie for all obligations in this Deed of Trust.

Severability. il a court of competent jurisdiction finds any provision of this Desd of Trust fo be invalid or unenforceable as to any person or
circumstance, such finding shall not render that provision invelid or unenforceable as to any cther persons or circumstances. if teasible, any such
offanding provis:on shail be desmed to bs modified to ba within the limits of enforceability or validity; howaver, if the offending provision cannot be
<0 medified, it shall be siricken and alt other provisions of this Deed of Trust in ali other respects shali remain valid and enforceable.

Successors and Assigns. Subject io the limitations stated in ihis Deed of Trust on fransfer of Grantor's interest, this Deed of Trust shall be
hinding upon and inura {o the benefit of the parties, their successors and assigns. if ownership of the Properly becomes vested in a parson other
than Granter, Lendar, without notice to Grantor, may ceal with Grantor's successors with reference to this Deed of Trust and the indebtedness by
way of forbaarance or axtension without releasing Grantor from the obligations of this Deed of Trust or liability. under the Indebledness.

Time ! of the Essence. Time is of the essence in the performance of this Deed of Trust.

Walvers and Consents. Lender shafl not be deemad fo have waived any righis under ihis Deed of Trust (or under the Related Docurmients)
unless such waiver is in writing and signed by Lender. No delay of cmission on the part of Lender in exercising any right shall operate as a waiver
of such right of any other right. A waiver by aay party of & provision of this Deed of Trust shall not constilute & waiver of or prejudice the party’s
nght otherwisa lo demand sirict comptiance with that provision or any other provision. No prior waiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of any of Lender’s rights or any of Grantor's obligations as to any fulure transactions.
wWhenever consent by Lender is required in this Deed of Trusi, the granting of such consen! by Lender in any instance shail not constitute
continuing consant {0 subsequent instances where such cansent is required. ’

COMMERCIAL DEED OF TRUST. Grantor agrees with Lender that this Deed of Trust is a commercial deed of trust and that Grantor will not change -

tha

use of the Properly without Lender's prior wrillen consent.

EACH GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH GRANTOR AGREES TO ITS
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CORPORATE ACKNOWLEDCGMENT

STATE OF Oregen z OFFICIAL BEAL

NOTARY PUBL|
., | Y PUBLIC-OREGON
rior_._ Deschutes Z COMMISSION NO. 080048

COUNTY OF_._ MY COMMISSION EXPIRES DEC, 21, 2000

On this 8th day of December , 18 98, before me, the undarsignad Netary Public, personally appeared Donaid N.
of The Pennbrook Company, and known 1o me ‘o be an authorized agent of the corporation that executed the Deed of Trust
he Deed of Trust to be the free and voluntary act and deed of the corpodation, by authorily of its Bylaws or by resolution: of its
ors, tor the uses } pLrposes therain manticned, and on oath staled that he or she is authorized to execute this Deed of Trust and in
fact axesylfd the Dead of Trust g4 behalf of | corporation,

By LA, Residing at __Bend

7
Notary Pubé in and for the State of Oregon My commission expires - 12/21/2000

REQUEST FOR FULL RECONVEYANCE
(To be usad only when obligations have been paid in full)

Te: , Trustea

The undersigned is the legal ownier and holder of all Indebtedness secured by this Deed of Trusl. All sums secured by this Deed of Trust have been
fully paid and satisfied. You are hereby direcled, upon payment to you of any sums owing 1o you under the terms of this Dead of Trust or pursuant to
any apphcable stalule, to cancel the Note securad by this Deed of Trust (which is delivered to you fogether with this Deed of Trust), and to reconvey,
without warranty, o the parties dasignalsd by the lerms of this Desd of Trust, the estate now heid by you under this Desd of Trust. Please mail the
reconveyancs and Related Documants i5:

Date: Beneficiary:
By:
its:

LASER PRO, Reg U.S. Pal. & T,00, Gl Vo 2.25 () 1988 CF§ FroServices, inc. Airights reserved, [OR~G01 PENNBRKILN ca.ovey

STATE OF OREGON: COUNTY OF KLAMATH 1SS,

Filed for record at request of Amerititle the 17th day

of . Decemher ___ AD.1298 _a_ 11:01 o'clock A. M., and duly recorded in Vol. __M98 .
of Mortgages onPage __ 46190

. ernetha G, Letsch, County Clerk
FEE $35.00 By _m__&mj




