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ASSIGNMENT OF RENTS

THIS ASSIGNIAENT OF RENTS IS DATED NOVEMBER 30, 1998, between The Pennbrock Company, an Oregon
Corporation, whose address is 869 NW Wall St., Suite 204, Bend, OR 97701 (referred to below as "Grantor”);
and South Valley Bank & Trust, whose address is P O Box 5218, Kiamath Falls, OR 97601 (referred fo bejow as
"Lender”).

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

PARCEL 1: Lois 312, 313, 314, and 315 of the RUNNING Y RESORT, PHASE 4, 1st ADDITION, according
to the official piat thereof on file in the oftice of the County Cierk of Klamath County, Oregon.

PARCEL 2: Lols 342, 343, 344, 345, 346 and 347 of RUNNING Y RESORT PHASE 4, 2nd ADDITION,
acccording to the official plal thereof on file in the office of the County Clerk of Klamath County, Oregon.

The Real Property or its address is commonly known as Falcon Drive, RUNNING Y RESORT, Klamath Falis, OR
87601,

DEFINITIONS. Tha foliowing words shail have the following mearings when used in this Assignment. Terms not otherwise defined in this Assignment
shall hava the maanings atiribuled o such terms in the Uniform Commercial Code. Al references to dollar amounts sha! mean amounts in lawful
meney of the Unitad States of America.

Asglgnment. Tre word “Assignment” means this Assignment of Renls between Granfor and Lender, and includes without limitation ali
agsignmants and sacurity interest provisions relating 1o the Rents.

Event of Defaufl. The words "Event of Detauli® mean and include without imitation any of the Evenls of Defaull set forth below in the section titled
"Events of Defauit.”

Grantor. Tha word "Grantor* means The Pennbrook Company.

indebladness. The word Tindeblednass™ means all principal and interes! payable under the Note and any amounts expended or advanced by
Lendaer to discharge obtigaticns of Grantor or expensss incurred by Lender tc enforce obligations of Grantor under this Assignment, together with
interest oa such amounts as provided in this Assignment. In addition to the Note, the word "Indebledness” includes all obiigations, debls and
Uabistigs, plus interest therecn, of Grantor to Lender, or any one or more of them, as well as all claims by Lender against Grantor, or any one or
more of them, whather now existing or hereafler arising, whether related or unrelated o the purpose of the Note, whether voluntary or otherwise,
whather due or not due, absclule or contingent, liquidated or unliquidated and whether Grantor may be liable individually or joinily with others,
whether cbiligated as guarantor or ctherwise, and whether recovery upon such Indebtedness may be or hereafter may become barred by any
statute of imitations, and whether such Indeblsdness may be or hereafter may become otherwise unenforceable.

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

Note. The word "Note™ means the promissory note or credit agreement datad November 30, 1998, in the eriginal principal amount of
$2,000,000.00 irom Grantor to Lender, togather with &ll renewals of, extensions of, modifications of, refinancings of, consolidations of, and
substitulicns for the promissory note or agresmaent.

Property. The werd "Property” means the real properly, and all improvements thereon, described above in the "Assignment” section.

feat Property. The words "Fleal Propeity” mean the property, interests and rights described above in the "Property Definition” section.

Reiated ODocuments. The words Related Documents” mean and includa without fimitation all promissory notes, credit agreements, loan
agreements, environmental agreements, guaranties, security agreemenis, morigages, deeds of rust, and all other instruments, agreements and
documsants, whether now or hereafler existing, execuied in connection with the Indebtedness.

Renls. The word "Renis® means all rents, revenues, income, issues, profils and proceeds from the Property, whether due niow or later, including
without fimttation all Rents from &li leases desceribad on any aexhibil altachad io this Assignment.
THIS ASSIGNMENT IS GIVEN TO SECURE (1} PAYMENT OF THE INDEBTEDNESS AND (2) PERFORMANCE OF ANY AND ALL OBLIGATIONS
OF GRANTOR UNDER THE NOTE, THIS ASSIGNMENT, AND THE RELATED DOCUMENTS. THIS ASSIGNMENT IS GIVER AND ACCEPTED ON
THE FOLLOWING TERMS:
PAYMENT AND PERFORMANCE. Excep! as ctherwise provided in this Assignmant or any Related Document, Grantor shall pay to Lender all amcunts
sacured by this Assignment as they becoine dus, and shall strictly perform all of Grantor’s obligations under this Assignment. Unless and until Lender
axarcises its right 1o codact the Renls as provided beiow and so long as there is nc default under this Assignment, Grantor may remain in possession
and control of and cperale and manage the Property and collsct the Rents, provided that the granting of the right to collect the Rents shall not
constitute Lender's censent to the use of cash coliateral in a bankruplcy proceeding.

GRANTOR'S REPRESENTATIONS AND WARRANTIES WITH RESPECT TO THE RENTS. With respect to the Rents, Grantor represents and
warranis to Lender that:

Ownership. Grantor is entitied 1o receive tha Renis free and clear of al righls, loans, liens, encumbrances. and claims except as disclesed to and
acceplad by Lender in wrling.

Right to Assign. Grantor has the tut right, power, and authorily to enter into this Assignment 2nd to assign and convey the Rents to Lender.
No Prior Assignment. Grantor has not praviously assigned or conveyed the Rents 1o any olher person by any instrument now in force.

No Further Transter. Grantor will not sel;, assign, encumber, or otherwise dispose of any of Grantor's rights in the Rents except as provided in
this Agreemeni.

LENDER'S RIGHT TO COLLECT RENTS. Lender shall have the right al any time, and even though no default shall-haveaccumed undar  this
Assignment, to coilect and receive ths Rents. For this purpose, Lender is hereby given and granted the following rights, powers and authority:
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Nclkt to ?MM Lendgr may send nolices 1o any an@d”ai! tenants of iha‘Pmﬁaﬂy‘advésing them of this Assign>men! and direcﬁng all Rents lo bs
paid diraclly 1o Lander or Lender's agent. : ’ ’ o : B

Enter tha Property. Lender may entar updri and take possession of the Properly; demiand, collsct and receive from the fenants éor from any other
parsons hable thersfor, ail of the Rents; institute and carry on &lf legal proceedings necassary for the protection of the Properly, inciuding such
proceedings as vay be necessary o recover passession of the Property; colisct the Rents and remave any tenant or tenants or other persons
from the Property,

alaickain the Property. Landsr may anier upon the Proparty 1o maintain the Property and kaep the same in repair; to pay the costs theraof and of
all services of afl employeas, indlucing their equipment, and of ali confinuing costs and expenses of maintaining the Property in proper 1epair and
condition, and a'so o pay afl taxas, assessments and water ulifities, and the premiums on fire and other insurance effected by Lender on the
Propertty. - .
Compliance with Laws. Lender may do any and all things o exacule and comply with the laws of the Slate of Oregon and also all other laws,
ndes, orders, ordinances and requirements of all ather governmental agencies affecting the Property.

Leass the Properly. Lender may rent or isase the whole or any part of the Property for such lerm or terms and on such conditions as Lender
may deem appropriate.

Employ Agenls. Lender may engage such agent or agents &s Lander may deem appropriate, either in Lender's name or in Grantor's nams, to
rant and manage the Properly, inciuding the collaction and application of Rentls.

Other Acis. Lender may do all such other things and acls with respect to the Property as Lender may deem appropriate and may sct exclusively
and solely in the 2laca and stead of Grantor and o have all of the powers of Grantor for tha purposes stated above.

Ho Requirement to Act. Lender shall not be required 1o do any of the foregoing acts or things, and the fact that Lender shall have performed one
or mare of the foregoing acts or things shail not require Lender 1o do any other specific act or thing.

APPLICATIOR OF RENTS. All costs ard expenses incusred by Lender in connaction wiin the Properiy shall be for Grantor's account and Lender may
pay such costs end axpenses from the Rents. Lender, in ifs sole discrelion, shali determine the application of any and afl Rents received by it;
howaver, any such Rents received by Lender which are not applied {6 such costs and expenses shall be applied to the Indebledness. All expenditures
made by Lander under this Assignment &nd not reimbursed from the Rants shall become a part of the Indebltedness secured by this Assignment, and
shal! be payabia on demand, with inlerast at the Nole rate from date of expendilure until paid. :

FULL. PERFORMANCE, if Granior pays all ¢f the Indeblednass when due and otherwiss performs all the obligations imposed upon Granter under this
Assignment, the Nols, and ihs Related Documents, Lender shall exacute and deliver 10 Grantor a suifable satisfaction of ihis Assignment and suitable
stalements of tarmination of any financing statement on file evidencing Lender’s security interest in the Rents and the Property. Any termination fee
required by law shafl te paid by Granlor, if permitiad by zpplicable law.

EXPENCITURES BY LENDER. if Grantor fafis 1o comply with any provision of this Assignment, or if any action or proceeding is commenced thal would
matacially affect Langer's interests in ihe Froperty, Lender on Granior's behalf may, but shall not be required to, take any action that Lender deems
appropriale. Any amount that Lender expends in so doing will bear interest at tha rate provided for in the Note from the date incurred or paid by
Lender to the dase of repayment by Granlor. Al such expanses, at Lender's option, will (e} be payable on demand, {b) be added to the balance of the
Naots and be apportioned among and ba payable with any inslaliment payments to become due during either (i) the term of any applicable insurance
policy or (i) the ramiining term of the Note, or {c) be treated as a balloon paymant which willt be due and payable at the Note’s maturity. This
Assignmaent aiso will socwe paymant of these amounts. The righls provided for in this paragraph shall be in addition to any other rights or any
remedies to which Lerder may be entitisd on account of the default. Any such action by Lender shall not be construed as curing the default so as to
bar Lender from any remedy that it stherwise would have had.

DEFALRT. Each of tha foliowing, at the oplion of Lendar, shall constitute an evert of default ("Everit of Default”) undar this Assignment:
Defauli on tndebledness. Failure of Grantor to make any payment when due on the indebtedness.

-~

Defutstt. Fallure of Grantor to comply with any othar term, obligation, covenani or condition contained in this Assignment, the Note'or
i any of the Reda’ed Documents.

Detauit in Favor of Thind Parties, Snhould Borrowar or any Grantor defauit under any loan, extension of credit, security agreement, purchase or
sales agreemant, or any other agreement, in faver of any other creditor or person that may malerially affect any of Borrower’s property or
Borrower’s or any Grantor's ability to repay the Loans or perform their raspective obligations under this Assignment or any of the Related
Decuments. :

Faise Statements. Any warranty, representation or statement made or furnished to Lender by or on behalf of Grantor under this Assignment, the
Note or the Related Documents is false or mislsading in any material respect, either now or at the time made or furnished.

Defective Collateralization. This Assignment or any of the Related Documents ceases to be in full force and effect (including failure of any
collateral documans to create a vaid and parfected security interest or fien) al any time and for any reasen.

Other Detaults. Failure of Grantor to cemply with any term, obfigation, covenant, or condition contained in any other agreament between Grantor
and Lender.

inscivency. The dissolution or tarmination of Grantor's existence as a going business, the insolvency of Granlor, the appointmant of a receiver for
any part of Grantor's property, any assignmert for the benefit of creditors, any type of credilcr workout, or the commeancement of any proceeding
under any bankruaicy of insolvency laws by or against Granior:

Foreciosure, Forfelture, ete. Commancement of foreciosura or forfeiture proceedings, whether by judicial proceeding, self-help, repossession or
any other methed, by any credilor of Grantor or by any governmental agency against any of the Property. However, this subsection shall not apply
in the event cf a good faith dispute by Grantor as to the validity or reasonableness of the claim which is the basis of the foreclosure or forefsiture
proceeding, provided that Grantor gives Lencer written notice of such claim and furnishes reserves or a surely bond for the claim satisfactory to
L.ander,

Events AMecling Guarantor, Any of the preceding evenis occurs with respect to any Guaranior of any of ihe Indebledness or any Guarantor dies
or becomas incompetent, or revekes or disputes the validity of, or liability under, any Guaranty of the indebtedness. Lender, at its option, may, but
shall not ba required to, permit the Guaranior's estate 1o assume unconditionally the obligations arising under the guaranty in a manner salisfactory
o Lender, and, in doing so, cure the Event of Default, - e

Adverse Change. A inatedal adverss change occurs in Granto?’s financia! condition'.' or 'Lender believes the prospect of paymeat or. performance
of the Indebledness is impaied. .

insecurily. Lender in good failh deams itself insectire.

Right ic Cure. Iif such a fadure is curable and it Grantor has not been given a notice of a breach of the same provision of this Assignment within
the preceding twelve (12) months, it may be cured (and no Event of Default will have occurred) if Granior, afler Lender sends writien notice
cemanding cure cf such failire: {a) cures the failure within fifteen (15) days; or (b) if the cure requires more than fifteen (i5) days, immediately
inifiales steps sufficient to cure the fallure and thereafter continues and completes all reasonable and necessary steps sufficlent to produce
COMpHEANCD as socn as reasonably practical.

RIGHTS AND REMEDIES OH DEFAULT. Upon the occurrence of any Event of Detaull and at any lime thersafier, Lender may exercise any ona or
more of the folfowing rights and remedies. in addition to any other rights or remedies provided by law:

Accelerste Indebied Lencer shall have the nighi at ils option without notice to Grantor to declare the entire Indebtedness immediately dus
and payable, including any prepaymant penalty which Grantor would be required to pay.

Cotlect Rents. Lender shail have the right, without notice to Grantor, o take passession of the Property and collect tha Rents, inciuding amounts
past due and unpaid, and apply the ret proceeds, over and above Lender's costs, against the Indebtedness. In furtherance of this right, Lender
shall have all the rights provided for in the Lender’s Right to Collact Section, above. if the Rents are coliected by Lender, then Grantor imevocably
dasignates Lander ss Grantor's allorney-in—fact 1o endorse instruments recsived in payment therect in the name of Grantor and to negotiate the
sams and coliect the procseds. Paymants by !enants or other usess to Lender in response to Lender's demand shall satisty the obligations for
which the payments are made, whether or not any proper grounds for the demand existed. Lender may exercise its rights under this
subparagraph eithar in person, by agent, ¢r through a receiver.

Appoint Receiver. Lender shall hava the right to have a receiver appointed to fzke possession of all or any part of the Properly, with the power lo
protect and presarse the Propesty, to operale the Properly preceding foreclosure or sale, and to collect the Renis from the Property and apply the

" proceeds, over and above the cost of the receivership, agains! the Indebledness. The receiver may serve without bond if permitted by law.
Lender's nght to ha appoiniment of a receiver shall exist whather or notf the apparent value of the Properly exceeds the Indebtedness by a
substantial amgunl. Employment by Lender shall not disqualify 8 person from serving as & receiver. :

Other Remadies. {Lsncer shall have all other nights and remedies provided in this Assignment or the Note or by law.
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Walver; Election of Ramadies. A waiver by any parly of a breach of a provision of this Acsignment shal! not constitule a walver of or prejudice
tha party’s rights otherwise to cemand stricl compliance with that provision or any other provision. Eiection by Lender 1o pursus any remedy shall
rot exclude pursat of any olher ramedy, and an election o make expenditures or fake action lo perform an obligation of Grantor under this
Assignmant after failure of Granlor 13 periorm shalt not affsct Lender’s right to daclare a default and exercise ifs remedies under this Assignment.

Altormneys’ Fees, Expenses. If Lender institutas any suil or action 10 enforca any of the lerms of this Assignment, Lender shal! be entitled to
racover such sum as the c~url may acjudga reascnabie as atiorneys’ fees at irial and on any appeal. Whather or not any court action is involved,
aft reasonabla expensas incurred by Lender that in Lender’s opinion are necessary at any time for the protection of its interest or the enforcement
of its rights shail become a part of ihe indehledness payable on demand and shall bear interest from the date of expenditure unil repaid at the
rala proviged for n the Nole. Expenses covered by this paragraph include, without limitation, howaver subject to any limils under applicabls law,
Landar's aitormays’ fees and Lender's legal expenses whether or not there is a lawsuit, including attorneys' fees for bankrupicy proceedings
(including eftorts o modify or vacala any automalic stay or injunction), appsais and any anticipaled post-judgment collection services, the cost of
searching records, oblaining tte reports (including foreclosure reporis), surveyors' reporls, and appraisal fees, and iitie insurance, o the extent
permitied by 2ppicable law. Grantor also will pay any court costs, in addition to alf other sums provided by law.

MISCELLANEOUS PROVISIONS. The fufiowing misceilanaous provisions are a part of this Assignment:

Amendments. This Assignment, togsther with any Related Documents, constitutes the entire understanding and agreement of the parlies as to
tha matters saf forth in this Assignmaenl. No eiteration of or amendment to this Assignment shall be effective unless given in writing and signed by
the parly or parties sought o be charged or bound by the alieration or amendment.

Applicabie Law. This Assignmen! has been delivered to Lender and accepled by Lender in ihé State of Oregon. This Assignment shall
be governed by and construed In accordance with the laws of the State of Oregon.

Muitiple Parties; Corporate Authcrity. All obligations of Grantor under this Assignment shall be joint and several, and all references to Grantor
shall mean aach end avery Grantor. This means that each of the persons signing below is responsible for ali obligations in this Assignment.

No Modification. Grantor shall not enter into any agreement wilh the holder of any mortgage, deed of trust, or other securily agreement which
nas pricrily over lhis Assignment by which thal agreement is modified, amended, extended, or renewed without the prior wrilten consent of
Lender. Granter shall neither requast nor accept any future advances under any such security agreemant without the prior wriiten consent of
Lander.

Severability, 1 a courl of compelent juriscliction finds any provision of this Assignment to be invalid or unenforceable as 1o any person or
cirrumstance, such finding shall nol rendar that provision invalid or unenforceable as to any other persons or circumstances. !f faasible, any such
oftending provision shall be deemed to be modified to be within the limits of enforcaability or vaiidity; however, if the offending provision cannot be
so madifiad, it shell be stricken and all other provisions of this Assignment in ali other respects shall remain valid and enforceable.

Successors and Assigns. Subiject to the limitations stated in this Assignment on transter of Grantor's interest, this Assignment shali be binding
upon and inwre io the benefit of the parties, their successors and assigns. if ownership of the Property becomes vested in a person other than
Grantor, Lender, without notice to Grantor, may deal with Grantor’s successors with reference 1o this Assignmant and the Indebledness by way of
forbearance or exensien without refsasing Grantor from the obligations of this Assignment or liability under the Indabledness.

Time Is of the Essence. Time is of the essence in the performance of this Assignmeni.

Waiver of Homestead Exemplion. Grantor hereby releases and waives all righis and benefits of the homestead exemption laws of the State of
Oregon as lo gl iIndebledness secured by this Assignment.

Weivers and Consents. Lender shall nct ba deemed lc have waived any rights under this Assignment (or undar the Related Documents) 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 sther nght. A waiver by any party of a provision of this Assignment shall not constitule a waiver of or prejudice the party’s right
ctharwise to demand strict compliance with that provision or any other provision. No prior waiver by Lendar, nor any course of deating betwesn
Lender and Granior, shall constlitute a waiver of any of Lender’s rights or any of Grantor's obligations as o any future transactions. Whenever
consant by Lendar is required in ihis Assignmmni, the granting of such consent by Lender in any instance shall not constitute continuing consent to
subsaquent instar.ces whare such consen! is required.

GHANTOR ACKROWLEDGES HAVING READ ALL THE PROVISIONS OF THIS ASSIGNMENT OF RENTS, AND GRANTCR AGREES 7O iTS
TERMS.

GRANTOR:

The Pennbrook Company

STATE OF OAeatn

COUNTY OF D oo bl #5 COMMISSION NO. 080048
MY COMMISSION EXPIRES DEC, 21, 2000

On this 8 Jay of ‘AL A 19 Qé , before me, the undersigned Notary Public, personally appeared Donald N.
Bauholes, President of The Pennbrook Company, and known fo me ‘o be an authorized agent of the corporation that executed the Assignment of
Rents and acknowledgad ihe Assignment to ba the free and voluntary act and deed of the corporation, by authority of its Bylaws or by resolution of its
board of ors, for the uses and purposes therein mentionsd, and on oath stated that he or she is authorized to executs this Assignment and in fact

oration.
A {7 é ?4,5 - Residing at

£ ins and for the State of OWW My commission expires /%}/]/}m

s
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STATE OF OREGON: COUNTY OF KLAMATH :  ss.

Filed for record at request of Ameritirle the 17th day

of Necoemher . AD. 1968 at __11:01 o'clock A, M. and duly recorded in Vol. __M98 .
of Mortgages onFage 46196

) ./ Bernetha G, Letsch, County Clerk
FEE  $20.00 By‘ﬁﬁé//ﬂ \eaa/




