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CONSTRUCTION DEED OF TRUST
LINE OF CREDIT DEED OF TRUST

LINE OF CREDIT INSTRUMENT. (a) This Deed of Trust is a LINE OF CREDIT INSTRUMENT. (b) The maximum principal amount to be acvanced
pursuant to the Note is $2,000,001.00. (c) The term of the Ncte commences on the date of this Deed of Trust and ends on November 30, 1999. (d)
The maximum principal amount to be advanced pursuant to the Note may be exceeded by advances necessary to comptlete construction ot previousiy
agreed upon improvements on the Real Property.

THIS DEED OF TRUST IS DATED AUGUST 16, 1999, among The Pennbrook Company, an Oregon Corporation,
whose address is 869 NW Wall St., Suite 204, Bend, OR 97701 (referred to below as "Grantor"); South Valley
Bank & Trust, whose address is P O Box 5210, Klamath Falls, OR 97601 (referred to below sometimes as
»Lender” and somelimes as "Beneficiary"); and William P. Brandsness, whose address is 411 Pine Street,
Klamath Falis, OR 97601 (referred to below as "Trustee”).

CONVEYANCE AND GRANT. For valuable consideration, Grantor conveys to Trustee for the benefit of Lender as Beneficiary all of Granlor's
right, lille, and interest in and lo the following dascribed real properly, together with all exising of subsequently erected or affixed buddings,
improvements and fixtures; all easements, righls of way, and appurienances; all water, waler nghts and ditch nights (including stock 1n utilities with ditch
or irrigation rights); and all other rights, royallies, and profils relating o the reai property, including without ymitation all minerals, oil, gas, geothesmal
and similar matters, focated in I*glamaXh County, State of Oregon (the "Real Property”):

PARCEL 1: Lots 316 & 317 of the RUNNING Y RESORT, PHASE 4, 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 348. 349, 350 of the RUNNING Y RESORT, PHASE 4, 2nd ADDITION, according to the
official plat thereof on file in the office of the County Clerk of Klamath County, Oregon.

The Real Property or its address is commonly known as RUNNING Y RESORT, Klamath Falls, OR 97601.

Grantor presently assigns to Lender (also known as Beneficiary in thus Deed of Trust) all of Grantor's right, litle, and interest in and to all present and
future leases of the Properly and all Rents from the Property. In addition, Granlor granits Lender a Uniform Commercial Code secunty interest in the
Rents and the Parsonal Property defined below.

DEFINITIONS. The following words shall have the following meanings when used in this Deed of Trust. Terms not otherwise definegd in this Deed of
Trust shall have the meanings atiributed o such terms in the Uniform Commerciat Code. All references to doliar amaunts shall mean amounts in lawful
money of the United Siales of America.

Beneficlary. The word "Beneficiary” means South Valley Bank & Trust, s successors and assigns. South Valley Bank & Trust also s referred 1o
as "Lender" in this Deed of Trust.

Dead of Trust. The words "Deed of Trust” mean this Deed of Trust among Grantor, Lender, and Trustee, and includes without hmitadon ad
assignment and security interest provisions relating to the Personal Property and Rents.

Grantor. The word "Grantor” means any and al persons and entities executing this Deed of Trust, including without timitation The Pennbrook
Company.

Guarantor. The word "Guarantor” means and includes without limitatton any and ait guarantors, sureties, and accommodation parties in
conneclion with the Indebtedness.

improvements. The word "Improvements” means and includes without imitahon all existing and tuture improvements, buildings. structures,
mobile homes affixed on the Real Property, facilities, additions, reptacements and other construction or- the Real Property.

Indebtedness. The word “Indebtedness” means alt principai and Interest payable under the Note a-:d any amounts expended or advanced by
Lender to discharge obligations of Grantor or expenses incurred ty Trustee or Lender o enforce obt-ations of Grantor undes thus Deed of Trust,
together with interest on such amounts as provided in this Deed of Trusl. in addition to the Nole, the . ord “Indebtedness” includes alt bligations.
debls and habilities, plus interest theraon, of Grantor to Lender, or any one or more of them, as welt as il claims by Lender against Grantor, or any
ana or more of them, whether now existing or hereall.” anaing. whether relaled or unrelal»d to the purpose of the Nole, whather veluntary of
otherwise, whether due or nol due, absolute Jr contingent, liquiditted or unliquidated aro whether Gr:intor may be iiable individually or jontly witn
others, whether obligated as guarantor or otiverwise, and whether recovery upon such indebteaness may be or hereafter may become barred by
any statute of limitations, and whethar such indebtedness may be or hereafter may become otherwise unentorceable. This Deed of Trust secures,
in addition to the amounts specified in the Note, fulure advances in an unlimited amount, together with all interest thereon. which future advances
Lender is obligated to make so iong as Grantor compites with all the terms and conditions of the Note or other loan agreement.

Lender. The word "Lender" means South Valley Bank & Trusl, its successars and assigns.

Note. The word "Note" means the change In terms agreement dated Augus! 18, 1999, in the principal amount of $2,000,000.00
from Grantor to Lender, together with ali renewals, extensions, moditzations, refinancings, and substitutions for the change :n terms agreement.
The malurity date of the Note is November 30, 1999. The rate of interest on the Nole 1s subject to indexing, adjustment, renewal, or renegohation.
Personal Properly. The words “Personal Property” mean all equipment, fixtures, and other arlicles ot personal property now or hereafier owned
by Grantor, and now or hereatler altached or alffixed to the Real Property; together with all accesstons, parts, and additions to, all replacements of,
and all substititions for, any of such property; and together with all proceeds (including without fimitation all insurance proceeds and refunds of
premiums) from any sale or other disposition of the Praperty.

Property. The word "Properly" means collectively the Real Properly and the Personal! Property.
Real Property. The words "Real Property” mean the property, inferests and rights described above i the "Conveyance and Grant™ section.

Related Documents. The words "Related Documents” mean and include without #mitation all promussory nolss, credit agreements, foan
agresments, environmental agreements, guaranties, secunty agreements, mortgages, deeds of trust, and all other instruments, agreements and
dncuments, whether now or hereafter existing, executed In connection wilh the Indebtedness.

Rents. The word "Rents” means alt present and future renls, revenues, income. issues, royalties, piotils, and-other benefits derived from the
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Property.
Trustee. The word "Trusiee” means William P. Brandsness and anv substitute or successor trustees.

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND PERSONAL
PROPERTY, IS GIVEN TO SECURE (1) PAYMENT OF THE INDEBTEDNESS AND (2) PERFORMANCE OF ANY AND ALL OBLIGATIONS OF
GRANTOR UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS DEED OF TRUST iS GIVEN AND ACCEPTED
ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Exceptas otherwise provided in this Deed of Trust, Grantor shall pay to Lender all amounts secured by this Deed of
Trust as they become dus, and shall strictly and in a timely manner perform al! of Grantor's obligaiions under the Note, this Deed of Trust, ang the
Related Documents.

POSSESSION AND MAINTENANCE OF THE PRGPERTY. Grantor agreas thal Granior’s possession and use of the Property shatl be governed by the

following provisions:
Possession and Use. Until the occurrence of an Event of Defaull, Grantor miay (a) remain in possession and control of the Property, (b) use,
operale or manage the Proparty, and (c) collect any Rents from the Property. The following provisions relate to the use of the Property or to other
timitations on the Property. 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
FEE TITLE TO THE PROPERTY SHOULD CHECK WITH THE APPROPRIATE CITY OR COUNTY PLANNING DEPARTMENT TO VERIFY
APPROVED USES AND TO DETERMINE ANY LIMITS ON LAWSUITS AGAINST FARMING OR FOREST PRACTICES AS DEFINED IN ORS
20.930.

Duty to Maintain. Grantor shall maintain the Property in lenantable condition and promptly perform all repairs, replacaments, and maintenance
necassary to preserve its value.

Hazardous Substances. The lerms "hazardous waste," "hazardous substance,” “disposal,” "release,” and “hreatened release,” as used in this
Deed of Trust, shall have the same meanings as set forth In the Comprehensive Environmental Response, Compensation, and Liability Act of
1980, as amended, 42 U.S.C. Saction §601, e seq. ("CERCLA"), the Superfund Amendmaents and Reauthonization Act of 1986, Pub. L. No. 99-498
("SARA™), the Hazardous Materials Transporiation Act, 49 U.S.C. Section 1801, et seq., the Resource Conservation and Recovery Act, 42 U.S.C.
Section 6901, el seq., or other applicable state or Federal laws, rules, or regulations adopled pursuant to any of the foregoing. The lerms
"hazardous waste” and "hazardous substance” shall also include, withoul limitation, patroleum and pelroleum by-products or any fraction thereof
and asbestos. Grantor represents and warrants to Lender that: (a) During the period of Grantor's owrership of the Property, there has been no
use, generation, manufaclure, storage, treatment, disposal, release or threatened release of any hazardous waste or substance by any person on,
under, about or from the Property; (b) Grantor has no knowledge of, or reason lo believe thal there has been, except as previously disclosed 1o
and acknowledged by Lender in wriling, (i) any use, generation, manutacture, storage, treatment, disposal, release, or threatened release of any
hazardous waste or substance on, under, about or from the Property by any prior owners of occupants of the Properly or (¥) any actual or
threatened litigation or claims of any kind by any person relating to such matters; and (c) Except as praviously disclosed to and acknowledged by
Lender in wriling, (i) neither Grantor nor any tenant, contractor, agent or other authorized user of the Property shall use, generale, manufacture,
store, treat, dispose of, or release any hazardous waste or substance on, under, about or from the Property and (i} any such activity shall be
conducted in compliance with all applicable federal, state, and local laws, regulations and ordinances, including without limitation those laws,
regutalions, and ordinances descriped above. Grantor authorizes Lender and its agents to enter upon the Property to make such inspections and
tasts, at Grantor's expense, as Lender may deem appropriate ta determing compliance of the Property with this section of the Deed of Trust. Any
inspaclions 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 Lender to Grantor or to any other person. The representations and warranties contained herein are based on Grantor's due diligence in
invastigating the Property for hazardous waste and hazardous substances. Grantor hereby (a) releases and waives any future claims against
Lender for indemnity or contribution in the event Grantor becomes liable for cleanup or other cosls under any such laws, and (b) agrees 1o
indemnify and hold harmless Lender against any and all claims, losses, liabilities, damages, penalties, and expenses which Lender may directly or
indirectly sustain or suffer resuiting from a breach of this section of the Deed of Trust or as a consequence of any use, generation, manufacture,
storage, disposal, release or threalened release of a hazardous waste or substance on the properties. The provisions of this section of the Deed
of Trust, including tha cbligation to indemnify, shall survive the payment of the Indebtedness and the satisfaction and reconveyance of the lien of
lhis Deed of Trust and shall not be affected by Lender's acquisition of any interest in the Propety, whether by foreciosure or otherwise.

Nuisance, Waste. Grantor shall not cause, conduc! or permit any nuisance nor commit, permit, or suffer any stnpping of or waste on or 1o the
Property or any portion of the Property. Without limiting the generality of the foregoing, Grantor will not remove, or grant to any other party lhe
right to remove, any timber, minerals (including cil and gas), soil, gravel or rock products without the prior written consent of Lender.

Removal of improvements. Grantor shall not demolish or remove any improvements from the Real Property withoul the prior written consent of
Lender. As a condition to the removal of any Improvements, Lender may require Granlor o make arrangements salisfaclory to Lender to replace
such Improvements with improvements cf at least equal vaiue.

Lender’s Right to Enter. Lender and its agenis and reoresentatives may enter upon the Real Property at all reasonatle times to atiend to
Lender's interests and to inspect the Property for purposes of Grantor's compliance with the lerms and condiions of this Deed of Trusl.

Compliance with Governmental Requirements. Granlor shall promptly comply with all laws, ordinances, and regulations, now or hereafter in
effect, of ail governmental authorities applicable to the use or occupancy of the Property, including without limitation, the Americans With
Disabilities Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold compiiance during any proceeding,
including appropriate appeals, so long as Grantor has notified Lender in wriling prior to doing so and so long as, in Lender's sole opinion,
Lender's interests in the Property are not jeopardized. tender may require Grantor to post adequale securily or a surety bond, reasonably

satisfactory to Lender, to protect Lender's interast.

Duty to Protect. Grantor agrees neither to abandon nor leave unattended the Properly. Grantor shall do all other acts, in addition to those acls
set forih above in this section, which from the character and use of the Properly are reasonably necessary to protect and preserve the Property.

CONSTRUCTION LOAN. If some or afl of the proceeds of the loan crealing the Indebtedness are to be used to construct or complete construction of
any Improvements on the Properly, the improvements shall be compleled no later than the matunty date of the Note (or such earher date as Lender
may reasonably establish} and Grantor shall pay in full aii costs and expenses in connection with the work. Lender disburse loan proceeds under such
terms and conditions as Lender may deem necessary 10 insure that the interest created by this Deed of Trust shall have prionty over all possibie kens.
including those of material suppliers and workmen. Lender may require, among other things, that disbursement requests be supporied by receptad
pills, expense affidavits, waivers of liens, construction progress reports, and such other documentation as Lender may reasonably request.

DUE ON SALE - CONSENT BY LENDER. Lender may, at its oplion, declare immediately due and payable all sums secured by this Deed of Trust
upon the sale or transfer, without the Lender’s prior written consent, of all or any part of the Real Property, o any nterest 1n the Real Property. A “sale
or transfer” means the conveyance of Real Property or any right, title or interest therein; whether legal, beneficial or equitable; whether voluntary of
involuntary; whether by ouiright sale, dead, instaliment sale contract, land contract, contrac! for deed, leasehold interest with a term greater than three
(3) years, lease-option conlract, or by sale, assignment, or transter of any beneficial interest in or to any land trust holding title to the Real Property, of
by any other method ot conveyance of Real Property interes!. It any Grantor ts a corporation, partnership of Iimited liability company, transter aiso
includes any change in ownership of more than twenty-five percent (25%) of the voling stock, partnership interests or imited hability company interests,
as the case may bs, of Grantor. However, this option shall not be exercised by Lender it such exercise IS prohbited by federal law or by QOregon law.

TAXES AND LIENS. The following provisions relating to the taxes and hiens on the Property are a part ot this Deed of Trust.
Payment. Grantor shall pay when due (and In all events pror to delinquency) all taxes, special taxes, assessments, charges (including water and
sewer), fings and imposilions levied against or on account of the Property, and shall pay when due alt clarms for work gone on Or fof serwces

rendered or material furnished to the Property. Grantor shall maintan the Property free of all hens hawving prionty over or equal 1o the interest ot
Lender under this Deed of Trust, excep! for the lien of laxes and assessments not due and excep! as otherwisg provided in this Deed of Trust

Right To Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good taith dispule over the obhgation 1o
pay, so fong as Lender's interest in the Property 1s not jeopardized. It a hen arises or 1S filed as a result of nonpayment, Grantor shall within fifteen
{15) days after the lien arises or, it a lien is filed, within fifteen (15) days afler Grantor has notice of the filing, secure the discharge of the lien, or f
requested by Lender, deposit with Lender cash or a sufficient corporate surety bond or other security salistactory o Lender in an amount sufficient
to discharge the lien plus any costs and allorneys’ tees or other charges that could accrue as & result of a foreclosure or sale under the lien. In
any contest, Grantor shall defend itself and Lender and shall satisty any adverse Judgment before enforcement against the Property. Grantor shai
name Lender as an additional obligee under any surety bond furnished in the contes procesdings.

Evidence of Payment. Grantor shall upon demand furnish lo Lender satisfactory evidence of payment of the taxgs of assessments angd shall
authorize the appropriate governmental official to deliver to Lender al any lime a wrilten statement of the laxes and assessmenis against the
Property.

Notice of Construction. Grantor shali notity Lender at least fifleen (15) days before any work is commenced, any services are furnished, or any
materials are supplied lo the Property, it any mechanic’s hen, malenalmen’s hen, or other lien could be asserted on account of the work, services.
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or materials and the cost exceeds $1,000.00. Grantor will upon request of Lender furnish to Lender advance assurances satisfactory to Lender
\ha! Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relating 1o Insuring \he Property are a part of this Deed of Trust.

Maintenance of Insurance. Grantor shall procure and maintain palicies of fire insurance with standard extended coverage endorsements on a
replacement basis for the full insurable value covering all improvemenis on the Real Properly in an amount sutficient to avoid apphcation of any
coinsurance clause, and with a standard mortgagee clause n favor of Lender. Grantor shali aiso procure and maintain comprehensive general
liabilty insurance in such coverage amounts as Lender may request with trusiee and Lender being named as additional insureds in such liability
insurance policies. Additionally, Grantor shall maintain such other insurance, including but not imitec to hazard, business intarruption, and boiler
insurance, as Lender may reasonably require. Policies shall be written in form, amounts, coverages and basis reasonably acceptable to Lender
and issued by a company of companies reasonably acceplable to Lender. Grantor, upon reques! of Lender. will deliver tc Lender from time lo
time the policies or certificates of insurance in form salistactory 10 Lender, including sliputations thal coverages will not be cancelled or diminished
without at least ten (10) days’ prior written notice to Lender. Each insurance policy also shall include an endorsement providing that coverage in
favor of Lander wiil not be impaired in any way by any acl, omission or defaull of Grantor or any other person. Should the Real Property al any
time become located in an area designated by the Director ot the Federal Emergency Management Agency as a special tiood hazard area, Granlor
agreas to obtain and maintain Federa! Flood Insurance for the full unpaid principal balance of the toan, up to the maximum policy fimits sel under
the National Flood Insurance Program, or as otherwise required by Lender, and lo maintain such insurance for the term of the loan.

Application of Proceeds. Grantor shali promplly notify Lender of any loss or damage to the Property it the estimated cost ot repair of
replacament exceeds $500.00. Lender may make proot of loss it Grantor fails to do so within fifteen (15) days of lhe casually. Whether or not
Lender's security is impaired, Lender may, at its election, receive and retain lhe proceeds of any insurance and apply the proceeds 10 the
reduciion of the indebtedness, payment of any lien affecting the Property, or the resloralion and repair of the Property. it Lender elects to apply
the proceeds 1o restoration and repair, Grantor shail repair or replace the damaged or destroyed Improvements in a manner satisfactory to Lender.
Lender shafi, upon satisfactory proof of such expenditure, pay cr reimburse Granlor from the proceeds for the reasonable cost of repair of
restoration it Grantor is not in detault under this Deed of Trust. Any proceeds which have not been disbursed within 180 days after their receipt
and which Lender has not committed to the repair or restoration of the Property shatl be used first to pay any amount owing 10 Lender under this
Deed of Trust, then lo pay accrued interest, and the remainder, it any, shalt be applied to the pnncipal palance of the Indebtedness. It Lender
holds any proceeds after payment in full of the Indebtedness, such proceeds shail be paid to Grantor as Grantor's interests may appear.

Unexpired Insurance at Sale. Any unexpired insurance shall inure to the benefit of, and pass to, the purchaser of the Property covered by this
Deed of Trust at any trustee’s sale or other sale held under the provistons of \his Deed of Trusl, or at any foreclosure sale of such Property.

Grantor’s Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall furnish to Lender a reporl on each
existing policy of insurance showing: (a) the name of the insurer; (b) the risks tnsured; (c) the amount of the policy; {(d} the property insured, ihe
then current replacement value of such property, and the manner of determining that value; and (2) Ihe expwration date of the pohcy. Grantor
shall, upon request of Lender, have an independent appraiser satisfaclory to Lender determine \he cash value replacement cost of the Property.

EXPENDITURES BY LENDER. If Grantor fails to comply with any proviston of this Deed of Trust, or if any action or proceeding is commenced that
would materially affect Lender’s intarests in the Property, Lender on Grantor's behalf may, but shall not be required to, take any aclion that Lender
deems appropriate. Any amount that Lender expends in so doing will bear interest al the rate provided for in the Nole from the date incurred or paid
by Lender to the date of repayment by Grantor. All such expenses, at Lender’s option, wil (a) be payable on demand, (b) be added to the balance ot
the Note and be apportioned among and be payable with any installment payments to become due during either (i} the term of any applicable
insurance policy or (i) the remaining term of the Note, or (c) be treated as a balloon payment which will be due and payable at the Note's matunty.
This Deed of Trust also will secure payreent of these amounts. The nghls provided tor in this paragraph shall be in addition to any other rights or any
remedies lo which Lander may be entitled on account of the defaull  Any such action by Lender shall not be construed as cunng the default so as to
bar Lender from any remedy that it otherwise would have had.

WARRANTY; DEFENSE OF TITLE. The following provisions relaling to ownership of the Property are 8 part of this Deed of Trust.

Title. Grantor warrants that: (a) Grantor helds good and marketable litle of record to the Property in fee simple, free and clear of all hens and
encumbrances other than those set forth in the Real Property description or in any litle insurance policy, titie report, of final title opinton issued in
tavor of, and accepled by, Lender in connection with this Deed of Trust, and (b) Grantor has the full right, power, and authorily to execute and
deliver this Deed of Trust o Lender.

Detense of Titte. Subject to the exception in the paragraph above, Grantor warrants and will forever detend the title to the Property agains! the
lawfu claims of all persons. (n the event any aclion or proceeding is commenced that questions Granior’s litle or the interest of Trustee of Lender
under this Dead of Trust, Grantor shall defend the action at Grantor’s expense. Grantor may be the nominal party in such proceeding, but Lender
shall be entilled to participate in the proceeding and to be rgpresented n the proceeding by counsel of Lender's own choice, and Grantor will
deliver, or cause to be delivered, to Lender such instruments as Lender may reques! from time to time 1o permit such parlicipation.

Compliance With Laws. Grantor warrants that the Property and Grantor's use of the Property compiies with all existing applicable laws,
ordinances, and regulations of governmental authorities.

CONDEMNATION. The foiowing provisions relating to condemnalion proceedings are & parl of this Deed ot Trust
Appiication of Net Proceeds. If all or any part of the Property 1s condemned by eminent domain proceedings of by any proceeding of purchase
in lieu of condemnation, Lender may at its election require that alt or any portion of the net proceeds of the award be apphed lo the indebtedness
or the repairs or restoration of the Property. The net proceeds of the award shall mean the award after payment ot all reasonable costs. expenses,
and attarneys' fees incurred by Trustee or Lender in connection with the condemnation.
Proceedings. If any proceeding in condsmnation is filed, Grantor shafi promptly notify Lender in wrting, and Grantor shall prompliy take such
steps as may be necessary lo defend the action and obtain the award. Grantor may be the nominal party In such proceeding, bul Lender shall be
entitied to participate in the proceeding and to be represented in the proceeding by counsel of its own choice, and Grantor wili dehver or cause {0
be delivered to Lender such instruments as may be requested by it from lime to time to permit such participation.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provistons relating lo governmental taxes, tees
and charges are a part of this Deed of Trust:
Current Taxes, Fees and Charges. Upon request by Lender. Grantor shall execute such documents 1n addition to this Deed of Trust and take
whatever other action is requested by Lender to perfect and continue Lender's tien on the Real Property. Grantor shall reimburse Lender for alt
taxes, as described below, together with alt expenses incurred i recording. perfecting or continuing this Deed of Trust, including without lrrutation
all taxes, fees, documentary stamps, and other charges for recording of regisienng this Deed of Trust.
Yaxes. The lollowing shall constitute taxes to which this saction applies: (a)a specific tax upon this type of Deed of Trust or upon all or any part
of the Indebtedness securad by this Deed of Trust; {b) a specific lax on Grantor which Grantor i1s authorized or required to deduct trom payments
on the Indebledness secured by this iype of Deed of Trust; (c)a lax on this type of Deed of Trust chargeable against the Lenger or the holder of
the Note; and {d) a specific tax on all or any portion of the Indebiedness or on payments of principal and inlerest made by Grantor.

Subsequeat Taxes. It any tax to which this seclion applies is enacted subsequent to the date of this Deed of Trust, this event shail have the same
effect as an Event of Default (as defined below), and Lender may exercise any of all of its available remedies for an Event of Default as provided
below unless Grantor either (a) pays the fax before it becomes delinquent, or {b) contests the tax as provided above in the Taxes and Liens
seclion and depaosits with Lender cash or a sufficient corporate surety bond or other security satistactory to Lender.
SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a securty agreement are a part of
this Deed of Trust.
Securify Agreement. This instrument shali constitute a secunly agreement to the extent any ot the Property constitutes fixtures of other persona!
properly, and Lender shall have all of the righis of a secured party under the Unttorm Commarcat Code as amenaec from time to tme.
Security Interest. Upon reques! by Lender, Grantor shall execule financing statements ana take whalever other achon is requested by Lender {0
perfect and continue Lender's securily interest in the Rents and Personal Property. in addition to recording this Deed of Trust in the real property
racards, Lender may, at any tirne and without further authorization trom Grantor, file executed counterparts, copies of reproductions of this Deed
of Trust as 8 financing statement. Granior shall reimburse Lender for all expenses incurred 1n pertecting or continuing this secunty mterest. Upon
dafault, Grantor shall assemble the Personal Property in a manner and at a place reasonably convernent to Grantor and Lender and make 1
avallable to Lender within three (3) days after receipt of wrilten demand from Lender.
Addresses. The malling addresses of Granlor {ceblor) and Lender {secured party), from which information concerning the security interest
granted by this Deed of Trust may be obtained (each as required by the Uniform Commercial Cods), are as stated on the first page of this Deed of

Trust.
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FURTHER ASSURANCES; ATTORNEY~IN-FACT. The foliowing provisions relating to furiher assurances and attorney-in-fact are a part of this Deed

of Trust.
Further Assurances. At any lime, and from time to time, upon request of Lender, Granlor will make, execute and deliver, or will cause to be
made, executsd or delivered, lo Lender or to Lender's designee, and when requested by Lender, cause lo be filed, recorded, refiled, or
rerecorded, as the case may be, at such times and in such offices and places as Lender may deem appropriate, any and all such morigages,
deeds of trusl, security deeds, security agreements, financing statements, continuation statements, instruments of further assurance, cerificates,
and ~ther documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect, continue, or
preserve (a) the obligations of Grantor under the Note, this Dez2d of Trust, and the Relaled Documents, and (b) the liens and security interests
creatad by this Deed of Trust as first and prior lisns on the Property, whether now owned or hereafter acquired by Grantor. Unless prohibited by
law or agreed o the contrary by Lender in wriling, Grantor shall reimburse Lender for all casls and expenses incurred in connection with the
matlers raferred to in this paragraph.
Attorney-in-Fact. If Grantor fails to do any of the things relerred to in the preceding paragraph, Lender may do so fo’ and in the name of
Grantor and at Grantor's expense. For such purposes, Grantor hereby irrevocably appoints Lender as Grantor's attorney—in—fact for the purpose
of making, executing, delivering, filing, recording, and doing ali other things as may be necessary or desirable, in Lender’s sola opinion, to
accomplish the matters referred 1o in the preceding paragraph.

PARTIAL RELEASES. Lendsr shall execuls partial releases of the lien of this DecJ of Trust upon the following conditions: Upon the sale of each

townhouse, Borrower agrees to pay o South Valley Bank & Trust a principal reduction equal lo all direct and indirect construction costs advanced on

the Promissory Note for said townhouses.

FULL PERFORMANCE. If Grantor pays all the Indebtedness, including withou! limitation all future advances, when due, terminates the line of credit,

and otherwise performs ail the obligations imposed upon Grantor under this Deed of Trust, Lender shall execute and deliver fo Trustee a request for fult

reconveyance and shall execute and deliver to Grantor suitable statements of termination of any financing statement on fila avidencing Lenger’s security

interest in the Rents and the Personal Property. Any reconveyance fee required by law shall be paid by Grantor, if permitted by applicable law.

DEFAULT. Each of the following, at the option of Lender, shail constitute an event of default ("Event of Defauit™) under this Deed of Trust:
Default on indebtedness. Failure of Grantor 1o make any payment when due on the Indebledness.

Defauli on Othe Payments. Failure ot Granlor within the lime required by this Deed of Trust lo make any payment for taxes or insurance, or any
other payment r essary to prevent filing of or to effect discharge of any lien.

Default in Favor of Third Parties. Should Borrower or any Grantor default under any ioan, extension of credit, securily agreement, purchase of
sales agreement, or any other agreement, in favor of any other creditor or person that may materially aftect any of Barrower's property of
Borrower's or any Grantor's ability to repay the Loans or perform therr respective obiigations under this Dead of Trust or ny of the Related
Documents.

Compliance Default. Failure of Grantor to comply with any other term, obligation, covenant or condition conlained in this D if Trust, the Note
or in any of the Related Documents.

False Statements. Any warrnty, rapresentation or stalement made or furnished to Lender by or on behalf of Grantor under trus Deed of Trust,
the Note or the Related Documents is false or misleading in any material respect, either now or at the time made or furnished

Defective Collateratization. This Deec of Trust or any of the Related Documents ceases 1o be in tull torce and effect (including tanure of any
coltateral documents to create a valid and peifected secunly interest or hen) at any ime and for any reason.

insolvency. The dissolution or termination of Grantor's existence as a going business, the insolvency of Grantor, the appotntment of a recewer tor
any part of Grantor's property, any assignment for the benelit of creditois, any type of creditor workout, or the commencement of any proceeding
under any bankrupicy or insolvency laws by or against Granlor.

Foreclosure, Fortelture, elc. Commencement of foreciosure or forfeiture proceedings, whether by judicial proceeding, self-help, repossession of
any other method, by any creditor of Grantor or by any governmental agency against any of the Property. However, lhis subsection shall not apply
in the event of a good faith dispute by Grantor as to the validity or reasonableness of the claim which is the basis of the fareclosure or forefeiture
procesding, provided that Grantor gives Lender wrilten notice of such claim and furnishes reserves or a surely bond fer the claim salisfactory io
Lender.

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreament between Grantor and Lender that is nol remedied
within any grace period provided therein, including without limitation any agreement concerning any indebtedness or other obligation of Grantor to
Lender, whether existing now cr later.

Evenis Affecling Guarantar. Any of the preceding events ocsurs with respect to any Guarantor of any of the Indebtedness or any Guarantor dies
or becomes incompetent, or revokes or disputes the validily of, or liability under, any Guaranty of the Indebledness. Lender, at its option, may, but
shall not be required to, permit the Guarantor's estate to assume unconditionaily the obligations arising under the guaranty in a manner safisfactory
to Lender, and, in doing so, cure the Event of Default.

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender believes the prospect of payment or performarce
of the Indebtedness is impaired.

insecurity. Lender in good faith deems itself insecure.

Right to Cure. |t such a failure i= curable and if Grantor has no! been given a notice of a breach of the same provision of this Deed of Trust within
the preceding tweive (12) months, it may be cured (and no Evenl of Detault will have occurred) if Grantor, after Lender sends wniten notice
demanding cure of such failure: (a) cures the failure within fifteen (15) days; ar (b) if the cuie requires more than fifteen (15) days, immediately
initiates steps sufficient to cure the failure and thereafler conlinues and completes all reasonable and necessary steps sufficient o proguce
compliance as soon as reasonably practical.

RIGHTS AND PEMEDIES ON DEFAULT. Upon the occurrence of any Event of Defaull and at any time thereafter, Trustee or Lender, a!l its option, may
exercise any ona or more of the following rights and remedigs, in addition to any other rights or remedies provided by law:

Accelerate indebtedness. Lender shall have the right al s option without notice lo Granlor to declare the entire Indebtedness immediately dug
and payable, including any prepayment penalty which Grantor would be required to pay.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to foreclose by notice and sale, and Lender shall
have the right fo foreclose by judicial torectosure, in either case In accordance with and to the full extent provided by applicable law. I this Deed
of Trust is foreclosed by judicial foreclosure, Lender will be entified to a judgment which will provide that if the foreciosure sale proceads are
insufficient to satisty the judgment, execution may issue for the amount of the unpaid balance of the judgment.

UCC Remedies. With respect to all or any parl of the Personal Property, Lender shall have all the rights and remedies of a secured party uraer
the Uniform Commercial Code.

Collect Rents. Lender shalt have the right, withou! notice to Grantor, lo lake possession of and manage the Property and collect the Rents,
including amounts past due and unpaid, and apply the net proceeds, over and above Lender's costs, aganst the Indebledness. In furtherance of
this right, Lender may require any tenant or other user of the Properly 1o make payments of rent or use fees directy to Lender. it ihe Rents are
collected by Lender, then Grantor irrevocably designates Lender as Grantor's atiorney-in—fact to endorse instruments received in payment thereof
in the name of Grantor and to negotiate the same and collect the proceeds. Payments by tenants or other users to Lender in response to Lender's
demand shall satisty the obligations for which the payments are made, whether or not any proper grounds tor the demand existed. Lender may
exercise its rights under this subparagraph either in person, by agenl, or through a receiver.

Appolint Recelver. Lender shall have the right to have a recewver appointed to lake possession of all or any part of the Property, with: the power to
prolect and preserve the: Property, to operale the Property preceding foreclosure or sale, and to collect the Rents from the Property and apply the
proceads, over and above the cost of the receivership, against the indebtedness. The receiver may serve without bond it permitted by law.
Lender's fight to the appointment of a receiver shall exist whether or not the apparent vatue of the Properly exceeds the Indebledness by a
substantial amount. Employment by Lender shall not disqualify a person from serving as a recever.

Tenancy at Sufferance. If Grantor remains in pessession of the Property after the Property 15 sold as prowxded above of Lender oineswtse
becomes entitled 1o possession of the Property upon default of Grantor, Grantor shall become a tenant at sufferance of Lender or the purchaser of
the Property and shall, at Lender's option, either (a) pay a reasonable rental for the use of the Property, or {b) vacate the Properly immediately
upon the demand of Lender.

Other Remedies. Trustee or Lender shall have any other right or remedy provided in this Deed of Trust or the Note or by law.

Notice of Sale. Lendar shall give Grantor reasonable notice of the ime and place of any public sale of the Personal Property or of the ime after

which any privale sale or other intended disposition of the Personal Property is to be made. Reasonabie notice shall rean notice gven at teast
ten (10) days betore the time of the sale or disposition. Any saie of Personal Property may be made in conjunclion with any sale of the Real
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Property.

Sale of the Property. To the extent permitied by applicable law, Grantor hereby waives any and afl nghts to have the Property marshalled. !0
exercising its rights and remadias, the Trustee or Lendsr shall be free to sell all or any part of the Property together or separately. 1n one sale or by
separate sales. Lander shall be entitled 1o bid at any public sale on all or 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 shall not constitute a waver of of prajudice
the party’s rights otherwise to demand strict compliance with ihat provision or any other provision. Election by Lender to pursue any remedy
provided in this Deed of Trust, the Note, in any Related Document, of provided by law shall not exclude pursuit of any other remedy, and an
election to make expendituras or to take aciion to perform an obligation of Grantor under this Deed of Trus. after taiture of Grantor to perform shail
not affect Lender's right to declare & defaull and to exercise any of its remedies.

Altorneys’ Fees; Expenses. i Lender institutes any suil or aclion to enforce any of the lerms of this Deed of Trust, Lender shalt be entitled to
recover such sum as tha court may adjudge reasonable as attorneys’ tees at trial and on any appeal. Whaether or not any court action is involved,
all reasonable expenses incurred by Lender which in Lender's opinion areé necessary at any time for the protection of its interest or the
enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear interest at the Note rate from the date of
expenditure until repaid. Expenses covered by this paragraph include, without limitation, howaver subject to any limils under applicable law,
Lender's altorneys’ fees whether or not there is a lawsuit, including altcrneys’ tees for bankruptcy proceedings (inciuding efforts to modily or
vacale any automalic stay of injunction), appeals and any anticipated posi-judgment collection services, the cost of searching records, oblaining
itle reports {including foreclosure reports), surveyors’ reports, appraisal fees, fitle insurance, and lees for the Truslee, 1o the extent permitted by
applicable law. Grantor also will pay any court costs, in addition 1o all other sums provided by law.

Rights of Trustee. Trustee shall have all of the rights and dulies of Lender as set forth in this section.
POWERS AND OBL!GATIONS OF TRUSTEE. The following provisions relating 1o the powers and obiigations of Trustee are parl ot this Deed ot Trust

powers of Trustee. In addition to all powers of Trustee arising as a matter of law, Truslee shall have the power 1o take the fcilowing achons with
respect to the Property upon the written request of Lender and Grantor: (a) join in preparing and fiing & map or plat of the Real Propefty.
including the dedication of sireets or other rights to the public; {b) join in granting any easement or creating any restricion on the Real Property.
and (c) join in any subordination or other agreement affecting \his Deed of Trust or the interest ot Lender under this Deed of Trust.

Obligations to Notify. Trustee shali not be obligated to notify any other parly of a pending sale under any other trust deed or lien, or of any action
or proceading in which Grantor, Lender, or Trustee shalt be a party, untess the action or proceeding 1s brought by Trustee.

Trustee. Trustee shall meet all qualifications required for Trustee under applicable law. In addition 1o the nghts and remedies set forth above.
with respect 1o all or any part of the Property, the Trusiee shall have the right to foreclose by notice and sale, and Lender shall have the nght to
foreclose by judicial foreclosure, in sither case in accordance with and to the full extent provided by apphcable law.

sSuccessor Trustee. Lender, al Lender's option, may frem ume 10 ttme appoint 8 successor Trustee lo any Trustee appointed hereunder by an
instrument executed and acknowledged by Lender and recarded in the office of the recorder of Kiamath County, Oiegon. The nstrument shall
contain, in addition to all other malters required by state law, \he names of the original Lender, Trustee, and Grantor, the book and page where
this Deed of Trust is recorded, and the name and address of the successor trustee, and lhe instrument shall be executed and acknowledged by
Lender of its successors in interest. The successor trusiee, without conveyance of the Property, shall succeed to all the titie, 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
all other provisions for substitution.

NOTICES TO GRANTOR AND OTHER PARTIES. Any notice under this Desd of Trust shall be in wnling, may be sent by lelefacsimile (uniess
otherwise required by law), and shall be affective when actually delivered, or when deposited with a nationally recognized overnight cousier, of, if
mailed, shall be deemed aftactive when deposited in the United States mai first class, cerlified or registered mail, postage prepaid, directed to the
addresses shown near the beginning of this Deed of Trust. Any party may change ils address for notices under this Deed of Trust by giving formal
written notice to the other parties, specifying that the purpose of the nouce is 1o change the parly's address. All copies of notices of foreciosure from
the holder of any lien which has priority over this Deed of Trus! shall be sent 10 Lender's address, as shown near ihe beginning of this Deed of Trust.
For notice purposes, Grantor agrees to keep Lender and Trustee informed at alt imes of Grantor’s current address.

ADDITIONAL FUNDING FOR FORWARD MOMENTUM. Future construction loan advances beyond the nhiat budgeted construction phase of
$1,283,297.22 will be secured by the real property subject to conslruction, up 10 and not exceeding the foan commitment of $2,000.000.00

The construction beyond the iniial budget construction project of $1,283,297.22 will be supported by signed earnest money agreaments on the
proposed construction and construction budgets subject to South Valley Bank and Trus! approval.
The real property subject to construction will be secured bya Fust Deed of Trust and an Assignment of Rents. The first Deed of Trust will be perfecled
with an ALTA Tille Insurance policy. The Running Y Resort, inc. wil subordinate their interest in the subject real property 10 South Valley Bank and
Trust.
MISCELLANEQUS PROVISIONS. The foliowing miscellaneous provisions are a part of this Deed of Trust:
Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire understanding and agreement of the partes as to
the matters set forth in this Deed of Trust. No alteration of or amendment 1o this Deed of Trust shall be effective unless given in wnting anc sgned
by the party or parties sought to pe charged or bound by the alteration or amendment.
Annual Reports. If the Property is used for purposes other than Grantor's residence, Grantor shall furnish to Lender, upon request, a certfied
statement of net operaling income received from the Property dunng Granior's previous fiscal year in such form ang detail as Lender shall require
“Net operating income” shall mean all cash receipts from the Property less ail cash expendilures made in connection with the operation of the
Property.
Applicable Law. This Deed ot Trust has been delivered to Lender and accepted by Lender in the State of Oregon. This Deed of Trust
shall be governed by and construed in accordance with the laws of the State of Oregon.

Caption Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not to be used lo interpret or define the
provisions of this Deed of Trust.

Merger. There shall be no merger of the interest or estate crealed by this Deed of Trust with any cther interest or estate 1n the Property at any
lime held by or for the benefit of Lender in any capacity, without the written consent of Lender.

Multiple Partles; Corporate Authority. Ali obligations of Grantor under this Deed of Trust shall be joint and several, and all references 1o Grantor
shall mean each and every Grantor. This means that each of the persons signtng below 1s responsible for all obhgations in this Deed of Trust.

Severabifity. if a court of competen! junsdiction finds any prowision of this Deed of Trust to be nvald or unenforceable as to any person o
circumslance, such finding shall nol render that provision \nvald or unenforceablc as 0 any other persons of cwcumstances. It feasible. any such
offending provision shall be deemed lo be modified o be w*n he hmits of entorceabtlily or vahdily; however, it the offending provisicn cannat be
so modified, il shail be stricken and all other provisions of this Deed of Trustin all other respects shalt remain valid and enforceable

Successors and Assigns. Subject to the imitations stated n thus Deed of Trust on transter of Grantor's interest, s Deed of Trust shall be
binding upon and inure 10 the benefil of the parties. their successors and assigrs. It ownership of the ProDarty DBCOMES vested 1n a person other
\han Grantor, Lender, wilhout notice to Grantor, may deal with Grantos's SUCCesSors with reference o trus Desa Trust and the indebtedness by
way of torbearance of extension without releasing Grantor from the obhigations of this Deed of Trust or habity unaer the Indebtedness.

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

Walvers and Consents. Lender shall nol be deemed 1o have waived any nghts under this Deed of Trust {or under the Relaled Documents)
uniess such waiver is in writing and signed by Lender. No delay or omussion on the part of Lender in exercising any nght shall operate as a waver
of such right or any other right. A waiver by any party of a provision of this Deed of Trust shall not constitute a waiver of or prejudice the party's
right otherwise 1o demand strict compliance wilh thal provision or any other prowision. No pnor waiver by Lender, nor any course of dealing
pelween Lendsr and Grantor, shall constitute a waiver of any of Lendar's rights or any 0! Grantor's obligations as to any future transactions.
Whanaver consent by Lender is required in this Deed of Trust, the granting of such consent by Lender in any instance shall not constitute
continuing consent to subsequent instances where such consent s required.

COMMERCIAL DEED OF TRUST. Grantor agrees wilh Lender that this Deed of Trust is a commercia! deed of trust and tnat Grantor will not change
the use of the Property without Lender's prior written consent.
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EACH GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH GRANTOR AGREES TO ITS
TERMS.

GRANTOR:

~Prdsident

CORPORATE ACKNOWLEDGMENT
(7 e S e e e e e T )

: OFFICIAL SEAL
state ofF __ D(Fhord 759 STEPHANIE M HICKMAN

NOTARY PUBLIC-OREGON
county oF___ DESUWTES

COMMISSION NO.318564

On this Val iy day of il yusST . 19_99 . vefore me, the undersigned Notary Public, personally appesared Donald N
Bauhofer, President ot The Pennbrook Company, and known to me lo be an authorized agent of the corporation that executed the Deed of Trust
and acknowledged the Deed of Trust to be the free and voluntary acl and deed of the corporation, by authority of its Bylaws ar by resolution ot its
board of directors, for the uses and purposes therein mentioned, and on oath staled that he or she is authorized to execute this Deed of Trust and in
fact executed the Deed of Trust on behalf of the corporation.

ay__b&gfjaw ?‘1. Ll L Residingat ___ BiyD

Notary Public in and for the State of {mﬂx\)ﬂ My commisslon expires I’Z -2-02

REQUEST FOR FULL RECONVEYANCE

(To be used only when obligations have been paid in full)
To: , Trustee

The undersignad is the legal owner and hotder of all indebltedness secured by this Deed of Trust. All sums secured by this Deed of Trust have been
fully paid and satisfied. You are hereby directed, upon payment fo you of any sums owing to you under the terms of this Deed of Trust or pursuant to
any applicable statute, to cancel the Note secured by this Deed of Trust (which is delivered to you logether with this Deed of Trusl), and lo reconvey,
without warranty, 1o the parties designated by the terms of this Deed of Trust, the astate now held by you under this Deed of Trust. Please mail the
reconveyance and Related Documents to:

Date: Beneticiary:
By:
Its:
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State of Oregon, County of Klamath
Recorded 8/30/22, at YZa.m.
in Vol. M99 Page_34 %57
Linda Smith,

County Clerk ~ Fee$_3S%°




