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LINE OF CREDIT INSTRUMENT

LINE OF CREDIT DEED OF TRUST. (a) This Deed of Trust Is a LINE OF CREDIT INSTRUMENT. () The maxmum principai amount to be
advanced pursuant to the Note is $180,000.00. (¢! The ferm of the Note commences on the date of this Deed of Trust anc ands cn October 1 1999
(d) The maximum principal amount to be advanced pursuant to the Note may be exceeded by advances necessary t¢ comgiste construct-n of
previously agreed upon improvemnents on the Re:J Property.

THIS DEED OF TRUST IS DATED MARCH 30, 1995, among James V. Palazzolo and Debbie Palazrzolo. husband
and wife, tenants by the entirety, whose address is 1672 Dove Lr., Medford, OR 87501 (referred to below as
“Grantor"}; People’s Bank of Commerce, whose address ls 750 Biddie Rd., Medford, OR 97594 (referred to
below sometimeas as “Lender® and sometimes as "Beneficlary"); and AmeriTitle, whose address is P.O Rox
5317, Klamath Falls, Oregon §7601 (referred io below as "Trustee").

CONVEYANCE AND GRANT. For valuabis consideration, Grantor conveys to Trusiee for the benefit of Lender as Beneficiary ab of Grantcr <
right. title, and inierest in and to the following deacribed real property together with ali existing or subsequently erected of affixed busomgs,
improvements and {ixtures; alt easements, rights of way, and appurtenances: all water, water rights and ditch nights (including stock in utiiies with drch
or irrigation rigits); and all other rights, royalities. and pxofits relating 1o the real property. including without fimitation all minerals. ol gas geotharmal
and similar matters, located in Klamath Coungy, State of Oregon (the “Rea! Propsriy"):

Lot 385 - Running ¥ Resori Phase §, according to the official plat thereof on file in the office of the
County Clerk of Kilamath County, Oregon.

The Real Property or #is address is commenly known as 4665 Marsh Hawk Dr., Klamath Falls. OR 97601, The
Reat Property tax igentification number is 3808-01588-00900.

Grantor cresently assigns to Lender (also known as Bensficiary in ttus Deed of Trust) al of Grantor's fight, title, and interest n and 1o all present and
future leases of the Property and all Rents from tne Property. In addition, Grantor grants Lender a Uniform Commerciai Cede sscurtty interes! in the
Rents and the Personal Progerty definsed balow.

DEFINITIONS. The following words shafl have the following meanings when used in this Deed of Trust. Terms not stherwise defined m this Dead of
Trust shail have the meanings attributed 10 such tams in the Uniform Commercid Code, All references to doller amounts shall mean amounts in lawiul
monsy of the United States of America.

Buneflclary. The word *Benaficiary” means Peopie’s Bank of Commerce, its Successors and assigns. People's Bank of Cummerce aiso is
referred 1o as “Lender” in this Deed of Trust,

Deed of Trust. The words "Daed of Trust" mean this Line of Credit instrument among Grantor, Lender, and Trustes and includes without
limitation alt assignment and security interast provisions relating to the Personai Property and Rents.

Grantor. The word “Grantor® means any and all persons and sniities executing this Desd of Trust, inciuding witnout limitauon James vV Falazzoic
and Debbie Palazzolc.

Guarantor. The word “Guarantor® means and includes without lirniation any and al! guarantors, sureties, and accommcdabon paries n
cennection with the Indebtedness.

Improvements. The word “improvemants® means and includas without limitation al! existing and fulure improvements, buildings, structures,
maobiie homes affixad on the Real Property, facilities, adddions, replacements and other construction on the Real Property.

indebiadness. The word "lndebtedness” means ail principal and interest payabie under the Note and any amounts expsided or advarcec bv
Lender to dischargs obligations of Grantor or expenses incurred by Trustes or Lender to enforcs obhgations of Grantor wwer this Deed of Trust
togetner with interest on such amounts as provided in this Desd of Trust,

Lender. The word "Lender” means Psople’s Bank of Commerce, its successors and assigns.

Note. The ward "Note” means the Note dated March 30, 1988, In the principal amount of $180,000.00 from Granior to Lander
‘ogether with ail renewals, extensions, modifications, refingncings and substitutions for the Note  Thae maturnty date of the Note s October 1 1903
The rate of interest on the Note is stbiect o indexing, sdiusanant, renswal, or renegohation.

Personal Property. The words “Personal Praperty® mean all equiprery, fidures, and other articles of perseonal property now or hereafter owne 1

by Granlor, and now or hereafter attached or affixad 1o the Real Propanty. logamer with all accessions, parts, and additions to, all replacements ¢

and all substitutions for, any of such property” and togsther with ali proceeds (including without fimitation all insurance proceeds and refurus o

premiums) from any sal.. or other disposition of the Property.

Property. The word "Property” means collectively the Fiesl Property and ths Perscnal Property

Real Property. The words "Real Properly” rnean the property, interests and rights described above in the "Conveyance and Grant® section

Reiated Documenis. The words *Releted Dosuments” mean and include without hmitation all promissory rotes. cregit agreements. Qai:

agresments, environmantal agreements, guoranties, security agresments, mortgages. deads ¢f trust, and all other nstruments, agreemerts ar

documents, «whsther now or hereatter existing, executed in connection with the Indebtedness.

Renis. The word "Rents” means all present and future rents. revenuss, income, issuss, royalties, profits. and other bDenefits derived from .o

Property.

Trustee. The word "Trustee® means AmeriTitle and any substitule or successor trustess
THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS ARD PERSOMNAL
PROPERTY, IS GIVEN TO SECURE (1) PAYMENT OF THE iNDEDTEDNESS AND (2) PERFORMANCE OF ANY AND ALL OBUGATIONS OF
GHANTOR UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS DEED OF TRUST, INCLUDING THE
ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND PERSO®AL PROPERTY, IS ALSO GIVEN Tﬁ? SECURE ANY AND

ALL OBLIGATIONS OF GRANTOR UNDER THAT CERTAIN CONSTRUCTION LOAN AGREEMENT BETWEEN GRANT OR AND LEMDER OF EVEN
DATE HEREWITH. ANY EVENT OF DEFAULT UNDER THE CONSTRUCT 0¥ LOAN AGREEMENT, OR ANY OF THE RELATED DOCUBENTS
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Ré@éaaéﬁ-m:mmm, HALL ALSO BE r¢ EVENT OF DEFAULT NDER TEIS DEED'OF TRUST. THE OTE AND THIS DEED OF TRUST
ARE G¥VEM AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMERT AND PERFORMANCE. Except as otherelse provided in \pis Deed of Trusl, Grantor shall pay © Londer af amAIss securad by this Desd O
Trust as. they beccme due, and shall strictly and in 8 sty mannset partomn all of Grantor's obligations ungel e Note, Tis Doodt o Trust, ang 18
Related Documets.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Granter agrees that Grantor's possassion ang use of e Pperty sheil be governed Oy 12
toliowing provisions:

Possession ang Usge. Untit the ceourrence of an Event of Detauit, Grantor may (a) remain in POSHESSION and contioi of the Fropety, (B) US€
aperate Of manago the Property. and Property. 17@ foliowing provisions rolate to the use i the Property of 1C other
lipnitations on the Proparty. ™IS INSTRUME! o) THE PROPERTY DESCRIBED W THIS INSTRUMENT N VICLATION
OF APPLICABLE LAND USE LAWS AND X OR ACCEPTING THIS INST THe PERSON ACQUIRING
FEE TITLE TO THE PROPERTY SHOULD CHECK W OPRIATE CITY oF COUNTY PLANNING DEPARTMENT TO VERIFY
APPROVED USES AND TO DETERMINE ANY LBITS ON LAWSUITS AGAINST FARMING OR FOREST PRACTICES AS DEFWNED IN ORS

Cuty 10 waintain. Granior shall mantain the Property engnabie egrdition &nd prompRy pestonm & IS TEOIBOSTES are TETETEICE
necassary 1o pressnve its valus.

Hazardous Substances. The torms “hazardous waste," hazardous substance.” “disposal,” srelease.” and “yyeatened release.” 83 gsed 0 WS
Deed of Trust, chall have tne same meanings as sel forth in N@ Comprenensive Environmenta Response. Comper.salion, and Liability ACt of
1680, as amanded, 42 1.58.C. Section ag01, et sed. (“CERCLA‘), the Superfund ts end Reautirorizatiot Act of 1986, Pub. L. No. 99-438
(*SARA". the Hazardous Matarials Trans;;onaﬁcn Act, 48 1.8.C Section 1801, 8 » ! & Consernvaton and Recovery At 42USC
Section 6901, et s€G. or other applicable stat® or v , C et uant to eny of e foregoing. g (enns
“nazardous waste’ and “hazardous substance” shall also include, jon, um by-progucts o any jraction thereof
and asbestos. Grantor represents and warrants 19 Lender that. (a) During the period of Graptors ownership St the Property, there has beer. 0T
use, generation, manufacture, storage. treatmeant. disposal, release or threstened release of any hazardous waste of substance Dy any person on
under, about of trom the Property, i) Grantor has no knowledge of, of reason to beleve that there has peen, except as previo sty discloseC ©
and acknowledged by Lender in writing, (iy any use, generation, manutacture, stcrags. weatment, disposal. releass. of threatened reiease of any
nazardous waste of substancs o, undles, about OF from the Property by any prior Jwners ar occupants of the Properny OF (i) any actua of
treatened litgation of claims of 8ny wind by any person relating o guch maiters, and {C) Except as previously disclosed 19 and acknowledger vy
Lander in wrling, (i) nedher Grantor not any tenant, CONaCIor, agent o othes autherized uset ot the Property shall use, generate, manulaciure.
store, ‘reat, dispose of. of release any hazardous waste OF substance o, o froem the Property and (1) any such actnity shai e
conducted i compliance with all applicable tedaral, state. gnd loval laws. ™ ¥ ances, ncuding without himitatiot those a~s.
reguiations, ard ordinances described above. Grantor authorizes Lender and #3 agenis © wpon he propetty 10 make such inspections and
tests, at Grantor's expenss, as Lencer may deem apprepriate 10 CetEeTTee coTRRaEnCe sperty with this sechon of the Deed of Trust Ay
nspections of tosts made by Lender shall be icr Lender's purpeses oy A wed to create any responsoiity o labiuty on he
part of Lender 13 Grantor or 10 a0y other parsod. The representations and waranues ontained herein are based o Grantor's due dihgence
investigaung the property for hazardous waste and hazardous substances. Grantor rerety (&) ; aleases and sarves any fure slaims aganst
Lerdey for indemnity ©f contripution in the event Granto? becomes fiable for cleanup 97 other COsts under any such jaws, and (O agiees
indemnify and hold harmiess Lender against any and all claims. \gsses, labifities, damages, penalties. and expenses which Lender may dwe By Of
ndirecy sustain of sufter rasuiting from & breach of tus section of the Deed of Trust or as & conseguence of any use. geneiation manutacture
storage, dsposal, release oF threatened (& L i 2 partigs. The provisiors of this section of the Cesd
of Trust, including the obligation o indommnity, st payment of the indebtedness ard the satistaction and reconveyance of the ven of
this Deed of Trust and shall not b2 affectsd by Lender's acquisition of any interest in the Property, whether by forecicsure or otherwise

Nulsance, Waste. Granior shali not cause, conduct of permit any nuisance nor commit, pormit, of sutfer any Stnppv’a of or waste on o 10 Te
Property or any portion of he property. Without lirmiting the generality of the foregoing. Grantor will not remove. or grant o any ather perty 1e
right to 1emove, any tmber, minsrals (inchuding oil &nd gas), soil, gravel of rock products without the prior written consent of Lendst

Removal of lm;srovemems. Grantor shall not demolish Of remove any improverments from the Real Property without the oot written consent of
Lender. As 8 condition to the removal of any Improvemants, 1 gnder may require Grantor 10 make arrangements satistactory 10 Lenaer 1o replace
such lrr\prcvements with 1mprovemsms of at least oqual value.

Lender's Right Enter. Lende? and its agems and representatives may enter Upoh the Reel Property at ali reasonable times to attend 10

Lendsr's interests and to inspect the property for purposes of Grantor's complience with the terms and conditions of this Deed of Trust

Compliance with Governmental Reguirements. Grantor shall promptly comply with aft laws, Ordingnces, and reguiations. NOW or hereaiter
aftect, of all govammenta\ authorities applicabte 0 the use of occupancy of the Property. Grantor may contast in 000 fgn ary Sooh law,
ordinance, oF reguiation and withnotd cornpliance during any proceeding, including appropriate appeals, SO jong as Grantor has notifiad Lende’
writing prior to doing $0 angd so tong &5, in Lender's soi® opinion, Lender's interests in the Property are rot ';eopardlzed Lender ma, reaue
Grantor 1o post adequate security or & surety bond. reasonably satistactory 10 Lendar, to protect Lender's interest.

Duty to protect. Grantof agrees neither {0 abandon nof leave unattended the Property. Granor shall do ail ofher acts m agamon 0 110se Aty
set forth above in this section, which from the character and use of the Proparty are reascnably necassary to protect and preserve the Pyspeny

DUE ON SALE - CONSENT BY LENDER. lLender may, al its option, declare immediately due and paysbie al sums secured by TS Deed of Trus!
upon the sale or transter, without the Lendet's priof written consent, of ali or any pant of the Rea! Property, Of any ntarest i he Real Propery A "oale
or transier’ means the conveyance of Real Property O any right, wde o7 interest therein. whether legal, penaticial Of equitable whether volurtany &
iavotuntary; whether py outright sale, deed, instaliment sale contract, land contract, contract for deed, leasehoid interest with a tenm grcater than Mvee

(3) years, |pase-cptior: contract, of by sale, assignment, OF wanster of any baneficia! intersst i or o any iand trust hoiding litle to e Real Property. 9F

by any other method of conveyance O interest. I any Grantor is 8 corporation. parmershxp or limited hiability comy ,

inciudes any change in ownership of more th e percent (25%) of the voting stock, partnership interests of limited hability company

as the case may De. of Grantor. However, this option shalt not be oxarcised by 1 ende: if such oxeICISe 1S prohibited by tederal law OF gy Oregon ia

TAXES AND LIENS. The following provisions relating 1o the BX8S and lisns on the Properly aré 8 part of this Deed of Trust

payment. Gral pay when due (and in all gvents prior 10 detinquency) all Bxes, specizl 1axes. assessmants, charges (incluaig water and
sower), fines and i i iad agamnst or on account of the property, and shalt pay when du® al ciaims for work done on 0f 107 Services
rendered of material tumished to ne Propefty. Grantor shali o Property free of all iens having priority over of equal 10 the interest Of
Lander under this Deed of Trust, gxcept for the lien of taxes and assessmants not due and except as otherwise provided 0 this Deed of Trust

Right To Contest. Gra itnnold payment of any ax. assessirent, of claun N connectior: wih 8 good fath dispute over the obhgation ¢

pay. so long as Lender's | i rty is not )eopardized. It a lien arises of ig fleg as 2 result vl nonpayment. Grantor shai within tifteen
{15) days after the lien anss: in fitteen (15) Grantor has notice of the filing, secure the discharge ot the hien, Of &
requested by Lender, deposit with Lender cas! ficient corporate suraty bord of othar securty satisfactory 10 Lender in an amount sutficient

1o diccharge the lien plus any costs and attorneys’ lees of other charges shat could accrue &8s aresuitof @ forestosure Of sale under the fien. 0
any contest, Grantor shad datend itsalf and Lendar and shali satisty any adverse judgment pefore entorcement against the property. Grantof shall
agme Lender as & additional cbligee under any surety pond furnished in the contest proceedings

Evidence of paymatt Grantor shalt u gemand fumish to Lendar satsfactory gvidence of payment of the taxes of assessmants ang shalt
authorize We appropriate gevemmenml official o detiver 1o Lender at any time a written satament of the 1axes and assessmants against e
Propery.

Nolize of Construction. Grantor shall notify Lender at |sast fitteen (15) days potore any work i3 commencad, any 50 vices are turmished. of any
matorials a8 supplied t0 the Property, it any mechanic’s ften, materialmen’s lien, of other tien could be asserted on scuount of 12 ~OTK 56IVICES,
o materials end the cost sxcesds 51 0006.00. Grantor will upon request of Lender turmish 1o Lender advancs assurances satstastory 10 Lendst
that Grantor can and will pay the cost of such improvements.

PROPERTY DAMACGE INSURANCE. The foliowing provisions ralating to insuring the Property are 8 part of s Deed o Trust

Maintenance o insurance. Granto! shail procure and maintain poticies of fwe insurance Wwith stardard extended coverage sngorsements on 2
:aptacement pasis for aple vaile coverng all improvements on the Real Properly n an amount sufficierit 10 avoid application of any
coinsurance clause, i and rigagee ciause in favor of tender. together with such other razard and hability insurance as Lender
may roasonably requite. poiicies snali po wiitien in form, amounts, coverages and basis rea ;& Lendsr and wwsued by @
comparty of companies reas optable 10 Lender. Grantof, upan request of Lencer, will detver to Lender T 5 tima he policies of

certificates of nsurance in form ry 10 4 uding stiputations that coverages wil not be canct yad of diminished. without at least ten
(19) days’ prior wrijten_ngtics to Lender. h } also shall include an sndorsement providing #"at coverage in $avor of Lends? wi

not be impa"frgﬂ e} wny sy by any act, omission cantor ov any ofher person. Should the Real Property 8t any time DM iocaied

v

W 8n area dasignated by the Direstor of the Federal EmMergency Management Agency es a special fiood nazard area, Grantor agress © CDBH arsd
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naintain Federal Flood Insurance for the full unpaid principal balance of the joan, up 1o the masimum policy limits set under the National Flood
Insurance Program, or as othenvise required by Lender, and 0 maintain such insuranca for ths term of the kaan.

Spphication of Proceeds. Grarfdr shall promptly notify Lender of any loss or damage i the Prperdy & $he esurmeiss cost of repair of
replacement excesds $1,000.00. Lenderinay make proof of loss if Grantar falls 1© do so within fifleer (15} deys of T caswaly  Whather or not
Lender's security is impaired, Lender may, at fis election, reselve and retaln the procseds of any inswrance and apply the proceeds 0 the
reduction of the indebtedness, payment of any lisn affecting the Property, or ihe restoration and repair of the Property. if Lender elecss o apply
the pracseds o restoration and repair, Grantor shall repair or replacs the damaged or destroyad Improvements in a manner satistactorny o Lender
Lender shall, upon satisfactery proot of such expenditurs, pay or reimburse Grantor from the proceeds for the reasonable cost of repar or
restoration it Grantor is not In cefauit undar this Teed of Trust. Any proceeds which nave not been disbursed within 180 days after their receipt
and which Lender has not committed to the repalr or resioration of the Properly shall be used first to pay any amount owing to Lender under this
Deed of Trust, then w pay accrued interest, and the remainder, if any, shall be applied to the princioal balance of the Indebiacness  Hf Lendsr
holds any proceads after payment in full of the Indebtedness, such procesds shall be padd to Geantor as Grantor's mnterests may appsar

Unexpiregd insurancea at Sale.  Any unexpired insurance shall inure o the benefit of, and pass to the purchaser ¢! 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 foreclos.re sale of such Proparty

EXPENDITURES BY LENDER. If Grantor jails to comply with any provision of this Deed of Trust, or if anv action or proceeding 18 commenced that
would materially affsct Lender's interests in the Property, Lender on Grantor's behalf may, but shall rot be requred to, take any action tha! Lender
deems appmpriate. Any amount that Lender expends in so doing will bear interast 2t tha rete providsd or @ the Nole from the date incurred or paxd
by Lender to e date of repayment by Grantor. All such expenses, at Lerxisr's opiion, wi® (a) be paysbie on demand, {b) ba added o the baianze of
the Notwe anc bDe apportioned among and be payable with any instalimant payments to decoms due dunng either (1) the term of any appicabre
msurance polcy or (i) the remaining term of the Note, or (c) be treaterd as a balicon payment which: will be oue and payable at the Note's ma uriy
This Dead of Trust also will secure payment of these amounts. The nghts provaded for in this paragraph shall be i addition to any wther nights or any
rernedies to which Lender may be entiied on account of the defaull. Any such action by Lender shall not be construed as curing the defautt s as 10
bar Lender from any remedy that it otherwise would have had.

WARRANTY, DUEFENSE QF TITLE. The fcllowing provisions relating to ownership ¢f the Pronerty are a parnt of ths Dead ¢f Trust

Titie. Grantor warrants that: {a) Grantor holds good and marketable title of resord to the Property i fee simple. free ard clear of ali hes anc
encumbrances other than thosa set forth in the Real Property description or in any tiie insuranca oolicy, title report, or hna! titte opinion iIssued
tavor of, and accepied by, Lender in connection with this Deed of Trust, and (b Gramor has the fuli nght power. and authority o execute and
deliver this Daed of Trust to Lender.

Defanse of Titie. Subject 10 the axception in the paragraph above, Granior warrants and will forever defend the titis 1o the Property agains: the
lawtul claims of afl persons. iIn the evant any action o proceeding is commencad that questions Granior's tile or e interest of Trusiee or Lende
under this Deed of Trust, Grantor shall defsid the action at Grantor's expense. Granior may be the nominal party in such proceeding. but wender
shait be entitied o participate in the proceechng and to be reprasented in the proceeding by counsel of Lender's own choice. and Gran wit
deliver, or cause to be delivered, to Lendar such instrurnents as L.encar may request from time to time to permut such participation

Compllance With Laws. Crantor warrants that the Property and Grantor's use of the Property complies with 2 exstng anplcabit i2ws
ordinances, and regulaticns of governmental authorities.

CONDEMNATION. The loliowing provisions relating to condernnation proceedings are a part of this Deed of Trust.

Application of Net Proceeds. i all or any part of the Property is condamned by erinert domain proceedings or by any proceeding o purchase
in lisu of condemnation, Lender may at its election require that all or any portion of the net proceeds of the award be sppied to tie Indebteaness
or the rapas of resturation of the Propsrty. The net procseds of the award shall mean the award afler payment »f ail reasonable sosts expenses
and attomeys’ fees incurred by Trustes or Lender in connection with the condamnation.

Proceedings. M any proceeding in condemnation is filed, Grantor shall promptly notify Lender in writing, and Grantor shall prompty lake such
steps as may be necessary to defond the action and obtain the award. Grantor may be the nominal partv in such proceeding, but Lender shall be
antitlsd to participate in the procesding and 1o ba represented in the proceeding by counse! of its own choice, and Granior will deirver or cause 1o
oe deiversd to Lender such instruments as may be requasted by it from time to time to permit such participation

IMPOSITION OF TAXES, FEES AND CHARGES 8Y GOVERNMENTAL AUTHORITIES. The following provisions ralating to governmental taxas fees
and charges are a part of this Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shaii execute such documents in additicn 10 this Deed of Trust and taxe
whatever other action is requested by Lender to pertsct and continue Lender's lian on the Real Property. Grantor shali remburse Lender tor alt
taxes, as described below, together with af! expenses incurred in recording, perfecting or continuing this Deed of Trust inciuding without mitation
all taxes, fees, documentary stamps, and other charges for recording or registering this Deed of Trust.

Taxes. The foliowing shali constitute taxes to which this section applies: (a) a specific tax upon thus type of Dead of Trust or upon ali o ary pan
of the indebtedness sscured by this Deed of Trust; (b) a specific tax on Grantor which Granior is authorized or required to deduct from payinen's
on the indebtadness secured by this typs of Deed of Trust; (c) a tax on this type of Deed of Trust chargeable against the Lander or the hotder of
the Note; and (d) a spscific tax on alt or any portion of the Indebtsdnass or on payments of principal and interest made by Grantor

Subsequent Taxes, [f any tax to which this section applies is enacted subssquent to the date of this Deed of Trust, this event shali have the same
sifect as an Event of Default (as defined below), and Lender may exercise any or all of its available remedies for an Event of Defautt as provided
below unless Grantor either (2) pays the tax before it bacomes delinguent, or (b} contests the tax as provided above in the Taxes and Liens
section and deposits with Lender cash or a sufficient corporate surety bond or other security satisfactory o Lender

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions reiating to this Deed of Trust as a security agreement are a oan =
this Deed of Trust.

Security Agrsement. This instrument shall constitute a security agreement to the extent any of the Property constitutes fixtures or other persona;
propsrty, and Lender shall have ali of the rights of a secured party under the Uniftorm Commerciai Code as amengded from time 10 tme.

Security Interest. Upon request by Lendsr, Grantor shail exectie financing statsments and take whatever other action is requested by Lender
periact and continus ender's security interest in the Rents and Personal Properly. in addition to recording this Deed of Trust in the real prooerty
records, Lender may, at any time and without further authorizativn from Grantor, iile axecuted counterperts, copis or reproductions of tus Deec
of Trust as a financing statemsnt. Grantor shall reimburse Lender for all expanses incuired in perfecting or continuing this security interest. Upon
detauit, Grantor shail assemble the Personal Property in & inanner and at & place reasonably convenient to Grantos and Larder and make i
available to Lender within Lirse (3) days after recalpt of written demand from Lender.

Addresses. The mailing addresses of Grantor {dabior) and Lendsr (securad party), from which information concemung the security mnterest
granted by this Dasd of Trust may be obtained (each ss required by the Uniform Commercial Code). are as stated on the first page of this Deed of
Trust.

FURTHER ASSURANCES; ATTORNEY-N-FACT. The following provisions relating to further assurances and attomey-in-fact are a part of this Deed
of Trust,

Further Assurances. At any tims, and from tims to time, upon request of Lendsr, Granior will make, execuis and Gafiver. of wil ceuse 0 be
made, executed or defivered, o Lender or to Londer's dusignee, and when requesied by Lender, cause to be filed, recorded, refisa, or

rergcorded. as the case may bs, at such times and in such offices and places as Lender may deem appropriate, any and all such mortgages

deeds of trust, security decis, security agreements, financing statements, continuation siateimants  nstruments of further assurance, certficates
and othsr cocuments ag may, in the solg opinion of Lender, be necessary ur desirabie in order o effectuate. compiete, perfect. continue. or

praserve (&) the obligations of Grantor undar the Note. this Desd of Trust, and the Relatsd Documents. ang (b} the liens and security mnterasts
created by this Desd of Trust as first and prior liens on the Property, whether now owned or hereafter acquired by Grantor  Uniess protuderd [y
law ¢r agreed lo the contrary by Lender in writing, Grantor shall reimburse Lender for all costs and expenses ncuitad i oomechon witi e
matiere referred 1o in this paragraph.

Attorney-in-Fact, if Grantor faiis to do any of the things referred to i the preceding paragreph. Lender may do s¢ tor and i the name ¥
Grantor and at Grantor's expense. For such purposes, Grantor haraby irrevocsbly appoints Lender as Grantor's attorney-in-fact for tre purnass
of making, axesuling, asfivering, filing, recording, and doing ali other things as rray be necessary or desirable, in Lender's sole opnie™
arcompiish the malters referred (o in the preceding paragraph.
FULL PERFORMANCE. if Grantor pays aii the indshbledness wihen dus, terminates the line of credi. and othenwise perforts all the oohgations
imposed upon Grantor under this Deed of Trust, Lender shail execute and daliver to Trustea a request for Rull reconveyarce znd shal exscuts arc
deliver to Grantor suitable statements of termination of any financing statement on fiie evidencing Lender's sscurity migres: in the Res arc me
Parsonal Property. Any reconveyance fee requlred by law shall be paid by Grantor, if permitted by applicable law.

DEFAULT. Each of the tollowing. at the option of Lender, shall constitute an avent of default ("Event of Defauit”) under this Lieed of Trust
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Defadilt on Indebtedneas. Fallure of Gréntor to maka any payment whan due on the Indetredness

Default on Other Payments. Fafie.cf G?antof within tha tims required by this Deed of Trust to make any payment for taxas or insurance, o any
other payrment necessary 1o prevent fling.of or w sffect discharge of any iien.

Tiefault In Faver of Third Partles. Should Borrower or any Grantor default under any loan, extencion of credk, secuity agreement, purchase of
sales agreemett, or any other agreament, in favor of any other creditor or person that may matenally affect ary of Borrower's property o
Borrewer's or any Grantor's ability to repay the Loans or perform their respective obdigations under this Deed of Trust or any of the Related
Documents.

Compllance Dofault. Failure of Grantor to comply with any other term, obligation, covenant or condition cortained in this Dead of Trust, the Note
of in any of the Related Documents.

Faise Statements. Any warranty, reprosentation of staterment made or tumisied . Lender by of un behal! of Grantor under this Deed ot Trust,
the Note or the Reiated Documents is Sise or misleading in any material respsct, either now or at ihe time made or furishsd

Dstective Collateralization. This Deed of Trust or any of the Related Documents ceases to be m full force and effect (inciugng faiture of any
coltateral decumenis to create 2 valid and pertected security interest or lien) at any time ana for any reason

Death or Insolvency. The death of Grantor, the nsoivency of Grantr, the appoiniment of a receiver tor eny part of Grantor's propemy, any
assignment for the benefit of creditors, any typs of creditor workout, of the commencement of any procesdng under any bankruptey of nsolvency
laws by or against Grantor,

Foreclosure, Forfelture, ete. Commancemant of foreclesure or forfeiture proceedings, whether by judicial pracseding, setf-help repossession of
any ofher mathod, by any cradiior of Grantor or by any govammental agency against any of the Property  However, this subsection shall no: appiy
in the event of a good faith dispute by Granior as to the validity or reasonableness of the claim which 1s the basis of the foreciosure of ‘Orefetre
preceeding, provided that Grantor gives Lender written natics of such claim and fumishes resaerves or a surety bond for ths clawm sassfaciory ©
Lender.

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreement between Grantor and Lender that s not remedied
within any grace period provided thersin, inchuding without limitation any agreement conceming ary indebtedness or other obiigation of Gramor 1
Lender, whether exssting now or later.

Evenis Affecting Guarantor. Any of the preceding events ocours with respect to any Guarantor of any of the Indebledness or any Guaranor dies
or becomes incompatent, or revokes or disputss the validity of, or liability undar, any Guaranty of the indebtedriess. Lender. at its ophion, may but
shafi not b required to, permiit the Guarantor's estate to assume unconditionally the obligations arising undear the guararty 1 @ manner satistaciory
to Lender, and, in doing so, cure the Event of Default.

Adverss Change. A material arverse change occurs in Granior's financial condition. or Lender believes the prospect of payment or paronmance
of the Indsbtednass is impaired.

insecurkly. Lendsr in good faith deams itself insecure.

Fiight to Cure. If sucii a failure is curable and If Grantor has not been given a notice of a breach of the same provision o this Deed of Trust w thin
the preceding welve (12) months, it may be cured (and no Event of Default will have occurred) i Grantor, after Lender sends written notice
demanding cure of such faiture: (&) cures the fallure within fifieen {15) days; or (b) if the curs requires more than fiftean (15) days. wmmediately
inftistes steps sufficient to cure the failure and thersafter continues and compistes ali reasonadle and necessary steps sufficient to prexiuce
compliance as soon as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. Upon the oceurrence of any Event of Defauit and &' any time thereafter, Trustee or Lender at s opticn ma,
exercise any one or more of the following rights and remedies. in addition to any other rights or remedies providedt by law

Accelerate indebtedness. Lendar shall have the right at its option without notice to Grantor to daclare the entire indebtedness immadiaten
and payable, including any prapayment penaity which Grantor would be required to pay.

Foreclosure. With respect ic all or any part of thg Real Property, the Trustee shall have the right to foreciose by mnce and sae and Lender shal
have the right to foreclose by judicial forecicsure, in aither case in accordance with and to the full extent provided by applicahie iaw ! tus Deae
of Trust is foreclossd by judicial foreclosure, Lendsr will be aititied to a judgment which will provide that it ihe foreciosure saie proceeds are
nsufficient to satisfy ths judgment, execution gy issue for the amount of the unpaid batance of the judgment

UCCT Remedies. With respect to all or any nait of the Persoras Fioperty, Lender shall have all the nghts and remecies of a secured pam & ae
the Uniform Commercial Code.

Coliest Rents. Lender shail have the fight, without notice tc Grantor, to take possession of and manage the Propery and collect the Rents
inciuding amounts past due ang unpzid, and apply the net proceeds, over and above Landor's costs, against the indebtedness. in turtherancs ¢
this right, Lender may requirs any tenant or other user of the Proparty to make payments of rert or use fees cirectly to Lender It the Rents are
coilected by Lendsr, than Grantor irrevocably designatss Lender as Grantor's atiorney-in-fact tc endorse instruments recenved n payment thee o
in the name ¢! Grantor and to negetiate the same and collec: the procesds. Payments by tanants or other users to Lenger n rESPONSE 10 Lanvier <
cemand shall satisfy tha obligations for which the payments are made, whether of not any proper grounds for the demrand axsted. Lencer T.a,
exercise its rights under this subparagraph sither in person, by agent. or through a recewver

Appoint Recelver. Lendsr shall have the right to have a receiver appointed o take possession of ait or any part of the Preperty, with the power ic.
protect and preserve the Property, to cperate the Property preceding foreclusurs or sale, and o colleci the Renis from the Property and apply ‘he
proceeds, over and atove the cost of the receivership, against the Indabitedness. The receiver may serve without bond if psrmitted by law
Lender's right to the appointment of a receiver shall exist whathet or not tha apparent value of the Property exceeds the Indebtedress by 2
substantial amount  Employmant by tender shali not disqualify a person from serving as a receiver

Tenancy at Sutlerance. 1f Grantor remains in possession of the Property after the Proparty is sold as provided above or Lender otherw se
becomeas entitled to possession of the Proparty upon default of Grantor, Grantor shail bscoms a tenant at sufierance of Lender or the purchaser of
t1e Progerty and shall, at Lender's option, either {a) pay a reasonable rertal for the use of the Property, or (b} vacate the Property immediatery
upon the demand of Lender.

Dther Remedies. Trustee or Lender shatl have any other right or remedy provided in this Deed of T:ust or the Note or by iaw

Notlee of Sale. Lander shall give Grantor reasoriable notice of the time and place of any public sale ¢f the Parsonal Progerty or of the time ate:
which any private sale or other intended disposition of the Petsonal Property is to be made. Reasonable notice shall rnean notice given &' ieast
ten {10} days before the time of the sale of dispesition.  Any saie of Parsonal Property may be made in conjuncaon with any sale of the Real
Praperty.

Sale of the Property. To the extent psrmitted by applicable law, Grantor hersby waives any and all rights 1o have the Property marshailed I,
axarcising its rights and remedies, the Trustes or Lender shall bs free to seil all or any part of the Property together or separately. n onz sale or by
separate sales. Lender shall be sntitled to bid at a 'y public sale on ali or any portion of the Property

Walver; Election of Remedies. A waiver by any party of a breach of a provision of this Deed of Trust shali not constitute 3 waiver of o prejuci e
the party's 1gnis otherwise to demand strict compliance with that provision or any other drovision. Elsction by Lender 1o pursug any remecy
provided in this Deed of Trust, the Note, in any Related Document. or provided by faw shall not excude pursuit of ary other remecy. ana an
slection to make szpenditu-es of to taks action o periorm an a38gaion of Grantoy undex this Deea of Trust after laduie of Crantor o pertorm shalt
not affect Lendar's ngnt to declars a default and 1o exercise any of &S remedies.

Attorneys’ Fees; Expenses. i Lender institutes any suit or action to enforce any of the tarms of this Deed of Trust, Lender shaii be entitea to
recover such sum as the court may adiudge reasonable as attornays’ fees at inal andg on any appeal Whaiher or not any court action s involved
alt reascnable expenses incurred by Lender which in Lendsr's opinion are necessary d4f any bme for the protection of ns miterest or the
enforcement of its rights shall beceme a part of the Indebtednnss payable on demand and shall bear merest & the Note rate fom the date of
axpenditure until ropaid.  Expsnses covered by this paregraph include, without limitation, nowever SLeCt O any TS uncer apphicable taw
Lender's atiomays' fses whether or not there is & fawsuit, inciiding attomeys’ fees for barkruptcy proceedings {(including etforts to mogify or
vacate any automatic stay or ijunction), appeals and any anticipated post-judgment coliection services, the cost of searching records obtaining
tile reports {inciuding foreclosure rgpents), surveyors' feports, eppraisal fees itie nsurance, and fess for the Trustee 10 the extent permitted vy
applicable law. Grantor also will pay any court costs, in addition to ail other sums provided by law

Rights of Trustes. Trustee shail have all of the rights and duties of Lerder as se! forth in this section.
POWERS AND OBLIGATIONS OF TRUSTEE. The faltowing provisions relating to the powers and obligations of Trustes are part of fius Deac of Trust

Powers of Trustee. In addition to all powers of Trustee arising as a matter of law, Trustes shall have Mo power to take the icliceng actions wit
_r@pef_:t t the Properly upon the written request of Lender and Grantor: (a) joln in preparing and fiing a map or glat of the Real Property
insiuding the dedication ot straets or ather rights to the public; (b} join in granting any easement or creating any restniction or the Real Properny
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and (¢) join in any subordination or other agreement atfecting this Deed of Trust or e intersst of Lender undsr this Deed of Trust.

Ohligations !0 Notily, Trustse shall rot oe ooligated 10 notity any other party of & pending sele under any cther trust deed or lien, or of any actiuh
or proceeding n which Grantor, Lender, or Trustes shall bo & party, unless he action of proceeding is brought by Trustee.

Trustes. Trasiee shall mest all quaiifications raquired for Trustee under applicable law. In addition to the rights and remedies sel fortr. above
with respect to ali or any part of the Propetty. the Trustee shall have te right to foreclose by notice and saie, anu Lender chall have the right 1C
soreciose by judicial foreclosure, in eftrier case in accordance with ard to the ful extent provided by applicable law

Successor Trustes. Lender, at Lenders option, may from wme to time appoint 2 successor Trustes o any Trustee appointed hereundar Ty 27
nstrument exacuted and acknowledged by } ender and recorded in the office of the recorder of Kiamath County, Cregon. The instrument shak
contain, M addition 10 all other mat'ers required by state law, the names of the original Lencer, Trustee and Grantor, the book and page where
this Deed of Trust is racordsd, and the name and address of the successor {rustee. and the instrurnent shall be executed and acknowieaged D~
Lencier of itS SUCCASSOTS 0} interest. The Successor trustee, without conveyance of the Property, shall succeed to all the titie, power. and autes
conterred upon the Trustes in this Deed of Trust and by applicable iaw. This procedure for substitution of tusiee shall govern to the exclusicn ¢f
ail other provisions for substitution.

NOTICES TO GRANTOR AND OTHER PARTIES, Any notice under this Desd of Trust shail be in wibing. My pe sent by telefaccimie (UNKSS
otherwise required by jaw), anc shall ba eftective when actually delivored, or when deposited with & nationally recognized overnight counst, of 4
maied, shall be dJeemed effective when deposited in the United States mail first class, certified or registered mail postage prepaid. directed 0 ™2
addresses shown near the beginning of this Doed of Trust. Any party may change its addiess for notices under tis Deea of Trust by gving tormai
writters notics to 3 cther parties, specifying that the purpose of the notice is to change the party’s address All copies of notices of toreclosure trom
the helder of any lien which has priority over this Deed of Trust shall be sent to Lenders address, as shown near the beginfing of this Deed of Trust
For notice purposes. Grantor agrees to keep Lendsr and Trustee informed at all times of Grantor ¢ currant address

MISCELLANEOUS PROVISIONS. The sollowing riscellansous provisions are 8 pant of this Doed of Trust

Amendments. Ths Deed of Trust, together with any Related Documents, CoNSUUtes the sntire understandng and agreement of he partias as 1o
the matters setiorth in thic Deed of Trust. No aheration of of amendment to this Deed of Trust shall b gitective UNIBSS Qver N writng and signea
by the party Of partios sought o be charged oF pound by the altaration of amencmeart

Arbitration. Lender and Grantor agree that all disputes, claims and controversies befween them, whether individual, joint, or class 10
natuce, arising from this Deed of Trust of otherwise, including without limitation contract and tort disputes, shalt b arbitratea pursuant to
the Rules of the American Arbitration Aagoclation, Upon reguest of either party. NG act 1o take of dispose of any Property shali consttite &
waver of this arbitration agreement or be prehibited by this arbitration agresment This includes, without {imitation, obtaining Inju Ve rened
tginparary restraining crder. foreclosing by notice and sale under any desd of trust or morigage, obtamning a writ of attachment o1 IMPOSINIOT €
recewer, or 8xercising any rghts relating to personal property, inciuding taking Of disposing of such property with of without sudicial Drdd-s
pursuant 1o Arucle 9 of the Uniform Commercal Code. Any disputss, claims, of Controversies concerning the lawluiness or reasonabieness

act, or exarcisa of any nght. concoming any Property. ~cluding any claim to rascind. reform, of otherwise modify any agreement reiatn
Property, shalt aiso be arbitrated, provided however that no arbitrator sha!t have the right ur the power o eryoin or restrain any act of ans
Judgment upon any award rendereg by any arbirator may be antered in any cour having unsdiction Nothing in this Deec of Trust shall prec

any party from seeking eguiabie raliet from a court of competent jurisdiction. The statute of imrahons. esioppal, viaver. laches ang srona’
doctrines which would otnerwise he applicable in an action brought by a8 party shall be applicable 0 any arbitration proceeding. ant e
cormmancement of an arbitration proceeding shal! be deemed N8 commencemerit of an action for ese purpeses The Feoera ADArahcn A
shait apply to the construciion, interpretation, and erforcement of this arbitration provision

Applicable Law. This Desd of Trust has boen delivered to Lende” and accepted by Lender in the State of Oregon. Subject 0 the
provisions on arbitration, this Deed of Trust shall be governed by and construed In accordance with the iaws of the State of Cregon

Caption Headings. Capticn headings in this Desd of Trust are for convenience purposes only and are not to be used to interpret o gehre the
provisions of this Deed of Trust.

therger. There shali be no merger of the interest or estate created by tnis Deed of Trust with any other interest o estate i®
iims hetd by or for the benalit of Lender n ainy capacity, without the written consent of Lender

Multiple Parties. Al obligations of Grantor under this Deec of Trust shat be joint and several, and alt reterences to Grantor snatl mear each 2nC
every Grantor This means that sach of the persons signing below is responsible for alt obligations n this Deedt of Trust

Severability. it a court of competent jurigdiction fings any provision of this Deect of Trust 10 be nvahd oF unentorceatte as w an DOreIN O
crreumstance, such finding shall not render that provision invalid or unenforceable as to any cthet persons of srcurnstances 1 feasie 874 vy
offending provision shall be deemed to b modified to be within the fimits of enforceability of validity, however, if the offending provisan 7ann T be
so modified, it shait be sticken and all other provisions of this Deed of Trust in ali other respects shall remain vahd ang entorceabia

sSuccessors and Assigns. Subject i the kmitations stated m this Deed of Trust oo wansfer of Grantor's nterest tus Deed T3t shai be
pirding upon and inure 10 the benetit of the parties, theif SuCCwssors and assigns. it gwnership of he Property Decomes vested v a persor othet
than Grantor, Lender, without notice to Grarntor, may aeal with Grantor's Successors ~ith reference 1o this Deed of Trust and the ingedtedness 0
way of furoearance of extension withou! isleasing Grantor from the obligations of this Deed of Trust of ligbity unde the Indeblednass

Time is of the Essence. Time is of the essence i the performance of this Deed of Trust

-yaivers and Consents. Lender shall not be deemed o have waived any rights under this Deed ot Trust (or under the Retateg Doc ments
uriess such waiver is in writing and signed by Lender. No delay or nmission of the part of Lender in axercising any nght snall cperate as o walve
of such nght or any other right. A waiver by any party of a provision of this Deed of Trust chall not sonsttute & waiver of or prejudice i L™
right otherwise to demand stnct comphiance with that provision or any other provision. No prior wawve! by Lender, nor any cowrse of Geaing
wetween Lender and Grantor, shali constitute 8 waiver of any of Lenders nghts or any of Grantor's obligations as 10 any fgwre iransactuns
Whenever consent by Lender 1S required in this Deed of Trust, the granting of duch consent by Let der In any instance shall nol constitute
continuing congent 10 subsequent instancss where such consent is required :

EACH GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH GRANTOR AGREES TO iTS
TERMS. .

GRANTOR:

James V. Palazzeld azzolc

LENDER:
Paople’s Bank of Commetee

e e e T

Y e
Authorized Qificer
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NDIVIDUAL ACKNOWLEDGMENT

VR
STATE OF\_/ \L{ RN AN ' GENMA B
) ; ENA WHIPPLE
< R \ g HOTARY PUBLIC-OREGON
COUNTY OF "~ C)“:k &Jlgfnﬁ\x (35t COMMISSION RO, SQB{EGEBB
WY COMMISSION £ .PIRES OFCT. 22, 2001

On this day bafors me, the undersigned Notasy Pubiic, perscnally appeared James V. Palazzolo, 1C Me Knowi {0 be the indidual descrnbed i anl
who executed the Deed of Trust, and acknowiedged that he or she signed the Desd of Trust as his o her free and voluntary act and deed. for the uses
and pufposa; therein mantionsd. ‘

_/b O

iy hand and officlal seal tids el oo

Given ypde ayet DY NONe
A Y \ C 74
oy o S Ao L Y o) :Ss(’ 0 Residing et
W

Motary Pubtic in and for the Stateof _____ . My comunission explias

INDIVIDUAL ACKNOWLEDGMENT

. . R
STATE OF oo Lt Ml N ) oAU GEAL

Moy 158 £ GENA waggttéem
DR AN I AV ! . 5TARY PUBLIC-ORE
COUNTY OF = V\\A"V\Q/Y\ ) SOMMISION N, 305085
T COMMISSION £ “PIRES OCT 22,2001

On this day befora me, the undersigned Notary Public, persorally appsa:ed Bebble Palazzolo. 10 me known 1o be the incividual gescribed in anc wno
exoculed he Daed of Trust, and acknowledgsd that ha or she signad the Deed of Trust as his or her free and voluntary act and gaed. for the uses and
purposes therein inentioned. 7 ~. A e

- - day of R . .
By [ AV . A P\/‘\/’E—/{S—B’\ A___Residingat __

Motary Public In and for the State of . __ Mycommissionexplres _ ..

Given uﬁdi,\ hand and official seai this

LENDER ACKNGWLEDGMENT

STATEGF _

COUNTY OF

On this _______ day of 19 betore me, the undersigned Notary Public, personally appezred

- and known © me 1o be ths - , authorized agent for the Lende’
that executad the within and foregoing nstrument and acknowiedged said instrument to ho e free ard voluntary act and deea of the said Lerder

duly authorized by the Lender *hrough ks board of direciors or otherwise, tor the uses ard purposes therein mentioned. and on oath stated that re or
she is authorized to execute this said instrument and thet the seal affixed is the comporate seai of said Lender

BY - e Resdinget _ . .

Notary bublic In and for the State of _ - My commicsion axpires  __

REQUEST FOR FULL RECONVEYANCE

(To be used only when cbligations have been paid in ful)
To: . Trusiee

The undersigned is the legal owner and holdsr of all Indeblednass secured by this Deed of Trust All surns secured by this Deed of Trust have besn
fully paid and satisfied. You are hereby directed, upon paymert to vou of any sums owing to you under te terrns of this Deed ¢f Trust or pursuant 1o

any applicable statute, to cancel the Note secured by this Deed of Trust {which is delivered o you together with this Deed of Trust;. and 10 reccnvey

without waranty, to the parties designated by the terms of this Dsed of Trust, the estate now heid by you under this Deed of Trust. Plesse mail the
reconveyance and Rslated Documenis !

Date: . Beneficlary:
By.

ASER PRO. Reg. U S. Pat. & 1.4 Off., Ver. 3.26a (¢} 1899 CFI ProServices. inc. Al dghis “ssatved. (OR-GOT FI.26 PALLAZOLAN R2 OVL

STATE OF ORBGON : COUNTY OF KLAMATH: s35.

Filed for record at reguest of Amerititle e the . &th ___ _ am
of April __AD._1999 a 11:25 o clock
of Mortgages onPage 1 2323

l-ind:g Smith, County Clerk
Y £ /
$35.00 vy Sl Keaw!




