[699 SEP 10 T 2 40
RECORDATION REQUESTED BY: Vol_M39 P BQEE;_S 1
South Valley Bank & Trust Vol_M99  Page 34857

P O Box 5210
Klamath Falls, OR 97601

il B A o Rl
ird KLy 2V

WHEN RECORDED MAIL TO:

South Vailey Bank & Trust
P O Box 5210
Klamath Falls, OR 97601

SEND TAX NOTICES TO:

The Pennbrook Company
869 NW Wall St., Suite 204
Bend, OR 97701

m 4 q O I 6 SPACE ABOVE THIS LINE IS FOR RECORDER'S LJSE ONLY

CONSTRUCTION DEED OF TRUST
LINE OF CREDIT DEED OF TRUST

LINE OF CREDIT INSTRUMENT. (a) This Deed of Trustis a LINE OF CREDIT INSTRUMENT ib: The naximum pnncipa amoun: to be advanced
pursuant to the Note is $2,000,001.00. (¢c) The term of the Note commences on the date of this Deed of “rust and enas on Nevember 30, 1999 (d)
The maximum principal amount to be advanced pursuant to the Note may be exceeded by agvances necessary 1o complete construction of previously
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 sometimes as "Beneficiary”); and William P. Brandsness, whose address is 411 Pine Street,
Klamath Falls, 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 Grantor's
right, title, and interest in and to the following described real property. together with all existing or subsequently erected or afhixed builldings.
improvements and fixtures; all easements, rights of way, and appurtenances: all waler, waler nghts and dilch nghts ncluding stock in utities with ditch
or imgatton nights); and all other rights, rofalties, and profits relating to the real property, including withou! nmitaticn ail minerals. o, gas. geothermat
and simiiar matters, located in ’gla County, State of Oregon (the "Real Property”):

I-PLAT & .
PARCEL 1: Lots 316 & 317,0}‘91e RUNNING Y RESORT, PHASE 4] %% 1st ADDITION, according to
ihe oificial plat thereof on file in the office of the County Cierk of Kiamath 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 Beneticiary in tius Deed of Trust) att of Grantor's nght, tile, and interest n and 'o all present ang
future leases of the Property and all Rants from the Properly. In addition, Grantor grants Lender a Uniform Commerciai Code secuttty interes’ in tne
Rents and the Personal Property defined below.

DEFINITIONS. The following words shall have the following meanings when used in this Deed of Trust. Terms not othenwise defin2a in this Deed of
Trust shall have the meanings atributed to such terme n the Uniform Commercial Code. Al references to doilar amounts snall mean amounts mn lawiyl
money of the United States of America.

Beneficlary. The word “Beneficiary” means South Valley Bank & Trust, its successors and assigns. Sculn valley Bank & Trus! aiso 15 referred (o
as "Lender” in this Deed of Trusl.

Deed of Trust. The words "Deed of Trust" mean this Deed of Trust among Grantor, Lender. and Trustee, and includes without mitation alt
assignment and secunty interest provisions relating to the Personal Property and Rents

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

Guarantor. The word "Guarantor” means and includes without himitation any and all guarantors, sureties, and accommodation parties 1n
connection with the Indebtedness.

Improvements. The word "Improvements” means and includes without imdation all exsting and tuture improvements, buiidings, structures.
mobile homes affixed on the Real Property, faciiities, additions, replacements and other construction o« the Real Property

Indebtedness. The word "Indebledness” means all principal and interes! payable under the Note .- 1 any amounis expended or agvanced by
Lender to discharge obligalions of Grantor or expenses incurred by Trustee or Lender to enforce ot! .ations of Granlor under this Deed of Trust,
logether with interest on such amounts as provided in this Dead of Trust In addition to the Note, the . d "Indebledness” includes all obhgations
debis and habiities, plus interest thereon, of Grantor 1o Lender. or an, one of more of them. as weil @ i claims by Lender agamst Grantor. o ans
nna or marg of their, vihather npw existing ar horpath.- CnSinG wnathor selated or unietat s 1o the Lurpose of the Note whather voounta, o
otherwise, whether due cr not due, absolute Jr contingent. iquidiled or uniqurdaled ar.a whether 3 Mor may be habe ndivigual, of Ot wim
others. whether obligated as guarantor or olnerwise, and whether recovery upon such indebledness nay be or hereafter may become parreg o.
any stalute of limitations, and whether such Indebledness may be or herealter may become otherwise unenforceable. This Deed of Trust secures
n addition to the amounts specified in the Note, future advances in an uniimited amount, together witr- all interest thereor, which future agd.ances
Lender is obligated to make so long as Grantor complies with all the terms and condttions of the Note or other loan agreement

Lender. The word "Lender" means South Valley Bank & Trust, s successors and assigns

Note. The word "Note" means lhe change in terms agreement dated August 16. 1999, in the principal amount of $2,000,000.00
‘from Grantor lo Lender, logether with ali renewals, exlensions, modiications, rehnancings anz subs!iutons tor the SHENJE T et ageame
The malurity date of the Nole is November 30, 1339. The rate of interest on the Nete rs su Balieh CEYSEE a Ewpstan
Personal Property. The words "Parsonal Property” mean all equipment, tixtures, and other articles at O SCNd DISO™ " S ~Si2gnta o

by Grantor, and now or hereatfter altached or aftixed to the Real Property; togethes with ali accessions. parts, ang agaitions Ic. alt replacemants _*
and all subslitutions for, any of such property; and together with all proceeds (including without imitation all insurance proceeds and rat.noe o
premiums) from any cale or other disposition of the Property.

Property. The word "Property” means collectively the Real Property and the Personal Property.
Real Property. The words "Real Property” mean the property, interesls and nghts described above in the "Conveyance ard Grart” seclicn

Related Documents. The words "Related Documents® mean and include withoul mitation all promissory noles, credit agreements. loan
agreemants, environmenlal agreements, guaranties, securnly agreements, mortgages, deeds of trust, and all other mstruments. agreements and
documents, whether now or hereafter existing, executed in connection with the Indebledriess

0
oy
55 /i) Renls. The word "Rents” means all present and tuture rents, revenues. ncome. 'ssues. rovaites. . ofits and other benetits gerved fom the
%%

Pl
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Property.
Trustee. The word “Trustee” means William P. Brandsness and any 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 INDEBTEDNESS AND (2) PERFORMANCE OF ANY AND ALL OBLIGATIONS OF
GRANTOR UNDER THE N AND THIS DEED OF TRUST. THIS DEED OF TRUST IS GIVEN AND ACCEPTED
ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Excent as otherwise provided in this Deed of Trust, Grantor shall pay to Lender all amounts secured by this Deed of
Trust as they become due, and shall stnclly and in a timely manner perform ali of Grantor's obligations under the Note. this Deed of Trust, and the
Related Documents.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantor's possession angd use 37 e P gperty shall be governed by the
following provisions:

Possession and Use. Until the occurrence of an Event of Default, Grantor may (a) remain 1n possession and control of the Property. (b use,
operate or manage the Property, and (c) collect any Hents from the Property. The following provisions relate to the use of the Property or to other
limitations on the Propery. THIS INSTRUMENT WILL NOT ALLO

OF APPLICABLE LAND USE LAWS AND REGULATIONS. BE

FEE TITLE TO THE PROPERTY SHOULD CHECK WITH

APPROVED USES AND TO DETERMINE ANY LIMITS ON

30.930.

Duty to Maintain. Grantor shall maintain the Property in tenrantable condition and promplly perform all reparrs, replacements, and maintenance
necessary to preserve ils value.

"hazardous subslance,” “disposal,” "release,” and "threatened release,” as used in this
h in the Comprehensive Environmental Response, Compensation, and Liabiity Act of
9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986 Pub + No 9840¢
("SARA"), the Hazardous Malerials Transportation Act, 49 U.S.C. Section 1801, et seq, the Resource Conservaior ang Rsc A 2Z USC
Section 6901, et seq., or other applicable state or Federal laws, rules, or regulations ¥ the foregoi~g
"hazardous waste” and "hazardous substance” shall also include, without nmitation, petroleum and pe'roleum Dy-products or ary Frastcn therecf
and asbestos. Grantor represents and warrants 1o Lender that: (a) During the penod of Grantor's ow nership of tne Property. there nas peen ng
sJbstance by any person on
- 8xcepl as previously disclosac 1o
and acknowledged by Lender in writing, (i) any use, generation, manufacture, storage, treatment, disposal, reiease. or threatened release of any
hazardous wasle or subslance on, under, about or from the Property by any prnor owners or occupants of the Property or (1) any actua' or
threatened litigation or claims of any kind 0 such mallers; and (c) Excep! as praviously d
Lender in writing, (i) neither Grantor nor
conducted in compliance with all applicable federal, state, and local law
regulations, and ordinances deszribed above. Grantor
tests, at Grantor's expense, as Lender may deem appropriale to determine compiance of the Property with this Any
nspections or tests made by Lender shall be for Lender's purposes only and shall nol be construed lo create any responsibiiity or hability on the
part of Lender to Grantor or lo any other person. The representalions and warranties contained herein are based on Grantor's due diligence in
investigating the Property tor hazardous waste and hazardous substances. Grantor hereby (a) releases and waives any future clair's 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, labiies, damages. penalties. and expenses which Lender may airectly or
indirectly sustain or suffer resulting from a breach of this section of the Deed of Trust or as a consequence of any use, generation, manufaclure,
storage, disposal, release or threatenad release of a hazardous waste or subsiance on the properties. The provisions of this section of the Deed
of Trust, including the obligation to indemnity, shall survive the payment of the Indebledness and the sabisfaction and reconveyance of the ken of
this Deed of Trust and shall not be affecled by Lender’s acquisiion of any interes! in the Property, whether by foreciosure or otherwise.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permut, or suffer any stnpping of or waste on or 1o the
Property or any portion of the Property. Without limiting the generality of the toregoing, Grantor wili not remove, or grant 10 any other party the
right to remove, any limber, minerals (including oif and gas), sou, gravel or rock products without the prior written consent of Lender.

Removal of Improvements. Grantor shall not demoiish or remove any Improvements from the Real Property without the prior written consent of
Lender. As a condition to the removal of any improvements, Lender may require Grantor tc make arrangements salisfaclory lo Lender to replace
such Improvements with Improvements of at ieast equat value.

Lender’s Right to Enter. Lender and s agents and representatives may enter upon the Real Property al all reasonable times to atiend ‘o
Lender’s inlerests and to inspect the Property for purposes of Grantor's compliance with the terms and conditions of this Deed of Trust

Compiiance with Governmental Raquirements. Grantor shall promplly comply with all laws, ordinances, and regutations. now or hereafter n
effect, of ali governmental authonties applicable to the use or occupancy of the Property, including without hmitation, the Amerncans With
Disabilities Act. i

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

CONSTRUCTION LOAN. If some or all of the proceeds of the loan creating the Indebtedness are to be used to construct or complete construction of
any Improvements on the Property, the Improvements shali be completad no later than the matunty date of ine ote 07 suCh earier date as Lender
may reasonably estabiish) and Grantor shail pay in full all costs and expenses in connection with ihe #0rr  _ender Crsburse i0an proceeds under such
terms and conditions as Lender may deem necessary lo insure that the inlerest created by this Deed of Trust shail have prionty aver alt possible hens
including those of matenal suppliers and workmen. Lender may require, among other things. that disbursement requests be supported by receipted
bills, expense affidavits, waivers of liens, construction progress reports, and such otner documentation as Lender may reasonably request

DUE ON SALE - CONSENT BY LENDER. Lender may, at its option, declare immedialely due and payable all sums secured by this Deed of Trust
upon the sale or transfer, without the Lender's prior wntlen consent, of all or any part of the Real Property, or any interest in the Real Property. A "sale
or transfer” means the conveyance of Real Property or any nght, title or interest therein: whether legal, beneficial or equitable; whelher voluntary or
voluntary; whether by oulnght sale, deed, installment sale conlracl, land contract. conlract for deed. leasehold interest with a term greater than three
(3) years, lease-option contract, or by sale, assignment, or transfer ot any beneficial interest in or 1o any land trust holding title 1 the Real Property, or
by any other method of conveyance of Real Properly interest. If any Grantor 1s a corporation, partnership or kmited hability company, transfer also
inciudes any change in ownership of more than twenty-five percent (25%) of the voting stock, parinership interests or imited hability company interests,
as the case may be, of Grantor. However, this oplion shall not be exercised by Lender it such exercise 1s prohibiled by tederal law or by Oregon law

TAXES AND LIENS. The following provisions refating to the taxes and llens on the Property are a part of this Deed of Trust.

Payment. Grantor shall pay when due (and in all events prior to delinquency) all laxes. special laxes. assessments charges
sewer), fines and impositions levied against or on account of the Sroperty arg shal Dz whes 9.2 al s 1y Wi o
rendered or matenal furnished lo the Property Grantor shai mamtgn 'na Procert =22 o ul ks

Lender under this Deed of Trust. excep! for the hen of taxes an

Right To Contest. Grantor may withhold payment of any lax, assessment. or claim in connection with a good faith dispute over the obligation ¢
pay, so long as Lender’s interest 1n the Property 1s not jeopardized. It a hen anses ot 1s filed as a result of nonpayment. Grantor shall within hiteen
(15) days after the lien arises or, if a lien I1s hled, within fiteen (15) days atter Grantor has notice of the fiing, secure the discharge of the lien, or it
requested by Lender, deposit with Lender cash or a sufficient Corporate surety bond or other secunty salistactory to Lender in an amount suticient
to discharge the lien plus any cosls and attorneys' tees or other charges that could accrue as a resuit of a torecicsure or sale under the hen. in
any contest, Grantor shall defend itself and Lender and shall salisfy any adverse judgment befare entorcement against the Property. Grantor shall
name Lender as an additional abligee under any surety bond furnished in the contest proceedings.

Evidence of Payment. Grantor shall upon demand furnish to Lender salistactory evidence of payment of the laxgs or assessments and shail
authorize the appropriate governmental official to deliver to Lender at any ime a wnlfen <tatement of the taxes and assessments against the
Proparty.

Notlce of Construction. Grantor shall notfy Lender at leas! hfteen {15) days betore anv work 1s commenced, any services are turnishgq. or an,
malenals are suppled to the Property, if any mechanic’s hen, maternalmen’s hien or other lien could be asserted 0N account of the work ser.ices
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or materials and the cost exceeds $1,000.00. Grantor will upon request of Lender furnish to Lender advance assurances sabisfactory to Lender
that Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The following provisions relabing 1o insuring the Property are a part of this Deed of Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard extended coverage endorsements on a
replacement basis for the fuil insurable value covenng all Improvements on the Real Property in an amcunt suthcient to avod apphication of any
coinsurance clause, and with a standard mortgagee clause In tavor of Lender Grantor shall also procure ana mantar comprehensive general
liability insurance in such coverage amounts as Lender may reques! with trustee and Lender being named as agamonal insureds in such habihity
nsurance policies. Additionally, Grantor shall maintain such other insurance, including but not kmited 1o nazaid, business interruption. and bouer
insurance, as Lender may reasonably require. Policies shall be wrlten 1n torm, amounts, coverages and basis reasonably acceptable 1o Lenaer
and 1ssued by a company or companies reasonably acceptable 1o Lender  Grantor, upon request ¢t Lender. will delver 1o Lender trom tme 1c
hme the policies or certificates of insurance in form satistactory 1o Lender, including stipulations that co.erages wili not be cancelleg or diminished
withoul at least ten (10) days’ pner written nolice to Lender. Each .nsurance policy also shali include an engorsement providmg that coverage in
tavor of Lender will not be impaired in any way by any act, omission or detault of Grantor o1 any other person  Shouid the Reai Property at any
lime become tocated in an area designated by the Dweclor of the Federal Emergency Management Agency as & spetia ficoa nazard area, Grantor
agrees lo obtain and maintain Federal Flood Insurance for the full unpaid pnncipal balance of the loan, up to the maximum poiicy hmits set under
the National Flood insurance Program, or as otherwise required by Lender, and o matntain such insurance for the term of the loan.

Application ot Proceeds. Grantor shall promptiy notify Lender of any loss or damage to the Property it the estimated cost of repair of
replacement exceeds $500.00. Lender may make proot of loss if Grantor fals 1o do so within hiteen (15) days of the casualty Whether or not
Lender's security is impaired, Lender may, at its election, receive and retain the proceeds of any insurance and apply the proceeds 1o the
reduction of the Indebtedness, payment of any lien affecting the Property, or the restoration and repan of the Property. if Lender elects to apply
the proceeds to restoration and repair, Grantor shall repair or replace the damaged or destroyed improvements in a manner salisfactory to Lender.
Lender shali, upon satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the reasonable cos! of repair o
restoration if Grantor is not in default 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 shall be used first o pay any amount owing to Lender under this
Deed of Trust, then to pay accrued interest, and the remainder, If any, shall be apphea to the principal balance of tne indetledness it Lenaer
hoids any proceeds after payment in tull of the Indebtedness, such proceeds shall be paid to Grantor as Grantor's inlerests may appear.

Unexpired Insurance at Sale. Any unexpired insurance shall inure to the benefil of, and pass to, the puichaser of the Properly covered Dy this
Deed of Trus! at any trustee’s sale or other sale held under the provisions of this Deed of Trust, or at any foreciosure sale of such Property

Grantor’s Reporl on insurance. Upon request of Lender. however not more than once a year, Grantor shall furmish to Lender a report on each
existing policy of insurance showing: (a) the name of the insurer; (b) the nsks insured; (c) the amount ot the policy; (d) the properly insured, the
than current replacement value of such property, and the manner of determining thal value; and {e) the expiration dale of the palcy. Grantor
shall, upon request of Lender, have an independent apprarser satisfactory to Lender delermine the cash value replacement cost of the Property.

EXPENDITURES BY LENDER. It Grantor fails to comply with any prowision of this Deed of Trus!, or it any action or proceeding 1s commenced that
would materially affect Lender's interests in the Property, Lender on Grantcr's behalf may, but shali not be required to, take any action that Lender
deems appropriate. Any amount that Lender expenas in 50 daing will bear interest at the rale provided for in the Note from the date incurred or paid
by Lender to the date of repayment by Grantor. All such expenses, at Lender's option, will (a) be payable on demand. (b)be added to the balance of
the Note and be apportioned among and be payable with any instaiment payments to become due dunng etther (1) the term of any applicable
insurance policy or (i) the remaining term of the Note, or (c) be Ireated as a balioon payment which will be due and payable at the Note's matunty
This Deed of Trust also will secure payment of these amounts. The nghts provided for in thus paragraph shall be in addiion to any other nghis or any
remedies lo which Lender may be entitied on account of the defaull. Any such achion by Lender shall not be construed as cunng the gefault so as to
bar Lander from any remedy that it otherwise would have had.

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Property are a par: of this Deed of Trust

Titte. Grantor warrants thal: (a) Grantor holds good and marketabie title of record to the Property in fee simple. free and clear of ali iens and
encumbrances other than those set forth in the Real Properly description or in any ttle insurance policy, ttle report, of final title opimion 1ssued 10
tavor of, and accepled by, Lender in connection wiih this Deed of Trust, and (b} Grantor has the full ight, power. and autncnty 10 execute anc
deliver this Dead of Trust to Lender.

Defense of Title. Subject to the exception in the paragraph above, Grantor warrants and will forever defend the ttle to the Property against the
jawful claims of all persons. In the event any action or proceeding is commenced that questions Grantor's title or the interest of Trustee or Lender
under this Deed of Trust, Grantor shall defend the action at Grantor's expense. Grantor may be the nominal party in such proceeding, but Lender
shall be entitled to participate in the proceeding and 1o be represented 1n the proceeding by counse! of Lender's own choice, and Grantor will
deliver, or cause to be delivered, to Lender such instruments as Lender may reques! from time 1o time 1o permit such patticipation

Compliance With Laws. Grantor warrants that the Property and Grantor's use of the Property comphes with all exising applcable laws,
ordinances, and regutations of governmentai authonties.

CONDEMMATION. The following provistons relating 1o condemnation proceedings are a part of this Deed o! Trust

Application of Net Proceeds. It all or any part of the Property 1s condemned by eminent domain proceedings Or Dy ar, Procedng of purchase
n lieu of condemnation, Lender may at its election require that all or any portion of the net proceeds of the award pe appied 10 the Indebtedness
or the repair or restorahon of the Property. The net proceeds of the award shall mean the award after payment of all reasonable cosls. expenses
and attorneys’ tees incurred by Trustee or Lender in connection with the condemnation

Proceedings. If any proceeding in condemnation s filed, Grantor shall promptly notify Lender 1 witing, and Grantor shal promplly take such
steps as may be necessary to defend the action and cbtain the award. Grantor rnay be the nominal party in such proceeaing. bul Lender shall be
entitied to participate in the proceeding and to be represented :n the proceeding by counsel of its own choice, and Gran'or wilt dekver or cause 1C
be delivered to Lender such instruments as may be requested by it from time to ime to permt such parhicipaton.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The tollowing piovisions relating 1o goverr manta: laxes tees
and charges are a part of this Deed of Trust:

Current Taxes, Fees and Charges. Upon request by Lender, Grantor shall execule such documents in addition to this Deed of Trust and take
whalever other action is requested by Lender to perfect and continue Lender’s lien on the Real Property  Grantor shall reimburse Lender tor all
taxes, as described below, together with all expenses incurred in recording, perfecting or continuing this Deed of Trust, inctuding without imitation
all taxes, fees, documentary stamps, and other charges for recording of registening this Deed of Trust.

Taxes. The lollowing shall constitute taxes to which this section applies: (a) a specific tax upon this type of Deed of Trust or upon all or any part
of the indebtedness secured by this Deed of Trust; (b)a specific tax on Grantor which Grantor 1s authonzed or required to deduct rom payments
on the Indebtedness secured by this type of Deed of Trust, (c}a lax on this type of Deed ot Trust chargeable against the Lenger or the holder of
the Note; and (d) a specific tax on all or any portion of e indebledness or on payiments of principal and interest made by Grantor

Subsequent Taxes. |f any tax to which thic section applies 1s enacled subsequent 1o tn2 dale of this Deed of Trust, this event shali have the same
effect as an Event of Default {(as defined below), and Lender may exercise any or all of its avatable remedies for an Event of Detault as provided
below uniess Grantor either (a) pays the tax before it becomes delinquent, or (b) contests the tax as provided above i the Taxes and Liens
section and deposits with Lender cash or a sufficient corporate surety bond or other secunty satisfactory to Lender

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a secunty agreement are a part of
tiws Deed of Trust.

Security Agreement. This instrument shall constitute a secunty agreement to the extent any of the P
property. and Lender shall have ali of the nghts of a secured party under the Unitorm Commercia Jo

Security tnterest. Upon reques! by Lender, Grantor shall axecute tNancing Statements 370 14 wmidss 20
pertect and continue Lender’s security interest 1n the Rents and Personal Property  in aaaition 12 &gy ing i A S T
recoids, Lender may, at any Ume and without turlher authornization rom Grantor, hle executed counterpaits. copies of reproguctions of this Oeeg
of Trus! as a financing statement. Granlor shall reimburse Lender for all expenses incurred in perfecting of CONUINUING this secunty interest  Upon
default, Granlor shall assemble the Parsanal Property in a manner and al a place reasonably convement to Grantor ang Lender and make #
available to Lender within three (3) days after receip! of wntlen demand trom Lender.

Addresses. The mailing addresses of Grantor (debtor) and Lender (secured party). from which information concerning the secunty inlerest
granted by this Deed of Trust may be obtained (each as required by the Uniform Commercial Code), are as stated on the first page of this Deed of

Trust.
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FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating 1o further assurances and attorney—in—tact are a pan of this Deeg

of Trust.

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, execute and deliver, or will cause to be
made, executed or delivered, to Lender or to Lender's designee, and when requested by Lender, cause to be filed. recorded, refited, or
rerecorded. as the case may be, at such times and in such offices and places as Lender may deem appropnate, any and afi such mortgages,
deeds of trust, security deeds, security agreements, financing statements, continuat uments of further assurance, certificates.
and other documents as may, i . 1 ffecluate. complete, perfect, contnue. or
preserve (a) the obligations of G der the Note, this Deed of Trust, and the Related Documents, and (b) the liens and secunty interests
created by this Deed of Trust as first and prior liens on the Property, whether now owned or hereafter acquired by Grantor  Unless prohibited by
law or agreed to the conltrary by Lender in writing, Grantor shall reimburse Lender tor all costs and expenses ‘neurred in connection with the
matters referred to in this paragraph.

Attorney-in-Fact. if Grantor fails to do any of the things referred to 1n the preceding paragraph. _anaer Mdy Jo so for and in the name of
Grantor and at Grantor's expense. For such purposes, Grantor hereby irrgvocably appoints Lender as Grantor's attorney—n—tact for the purpose
of making, executing, delivering, filing, recording, and doing all other things as may be necessary or deswable, in Lender's soie opimon. to
accomplish the matters referred 1o in the preceding paragraph.

PARTIAL RELEASES. Lender shall exscute partial releases of the lien of this Deed of Trust upon the following conditions: Upon the sale of each
townhouse, Borrower agrees to pay to South Valley Bank & Trust a principal reduction equal 1o all direct and ndirect construction costs advanced cn
the Promissory Note for said towrhousas.

FULL PERFORMANCE. If Grantor pays al ue. terminates the hine of cred:t,
and otherwise performs all the ob . eliver 1o Trustee a request for tull
i n file evidencing Lender’s secunty

. f permitted by appiicable iaw

DEFAULT. Each of the following, at the option of Lender. shall constitute an event of defauit ("Event of Default"y under this Deeq of Tryust
Default on Indebtedness. Failure of Grantor to make any payment when due on the Indebtedness.

Default on Other Payments. Failure of Grantor within the time required by this Deec ot ™ st to make any payment for taxes or insurance. or any
other payment necessary tc prevent filng of or to effect discharge of any lien.

Default in Favor of Third Parties. Shouid Borrower or any Grantor defaul! under any ioan, extension of credit. securty agreement. purcnase or
sales agreement, or any other agreement, in favor of any other creditor or person that may matenally aftect any of Borrower's property or
Borrower’s or any Grantor's ability to repay the Loans or perform theu respechve obligations under this Deed of Trust or any of the Raigteg
Documents.

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

False Statements. Any warranty, representation or statement made or turnished to Lender by or on behalf of Grantor under this Deed of Trust
the Note or the Related Documents 1s false or misleading in any matenai respect, either now or at the time made or furnisheq

Defective Collateralization. This Deed of Trust or any of the Related Documents ceases to be i full force and etect tincluging faiiuce ¢f any
collateral documents to create a valid and pertected secunty interest or lien) at any ime and tor any reason

Insoivency. The dissolution or termination of Grantor's existence as a going business, the insolvency of Grantor, the appointment of a receiver tor
any part of Grantor's property, any assignment for the benefit of creditors, any type of creditor workout. or the commencement of any proceeding
under any bankruptcy or insolvency laws by or against Grantor.

Foreclosure, Forfeiture, efc. Commencement of foreclosure or forfeiture proceedings, whether by judicial proceeding, self-help. repossession or
any other method, by any creditor of Grantor or by any governmenial agency against any of the Property. However, this subsection shall not apply
in the event of a gond faith dispute by Grantor as to the validity or reasonableness of the claim which 1s the basis of the foreclosure or forefeiture
proceeding, provideu that Grantor gives Lender written notice of such claim and furnishes reserves or a surety bond for the claim salisfactory to
Lender.

Events Affecting Guarantor. Any of the preceding events occurs with respecl to any Guarantor of any of the Indebtedness or any Guarantor dies
or becomes incompetent, or revokes or dispules the validity of, or liabiity under, any Guaranty of the indebledness. Lender, at its option, may, but
shall not be required to, permit the Guarantor's eslate to assume uncondiionally the obligations ansing under the guaranty in a manner salistactory
to Lender, and, in doing so, cure the Event of Default.

Adverse Change. A matenal adverse change occurs in Grantor's tinancial congdtion, or Lender beheves the prospect of payment or performance
of the indebtedness is impaired.

insecurity. Lender in good faith deems itself insecure.

Right to Cure. if such a failure is curable and if Grantor has not been given a nolice of a breach of the same provision of this Deed of Trust within
the preceding twelve (12} months, it may be cured (and no Event of Defaull will have occurred) f Granlor, after Lender sends wrilen notice
demanding cure of such failure: ures the failure within fifteen (15) days: or (b) if the cure requires more than fifteen (15) days, immediately
initiales steps sufficient to cure the failure and thereafler continues and completes all reasonable and necessary steps sutficient to produce
compliance as soon as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. Upen the occurrence of any Event of Default and at any bme thereafter. Trustee or Lender. al its option. may
exercise any one or more of the following rights and remedies, in addition to any other rghls or remedies provided Dy iaa

Accelerate Indebtedness. Lender shall have the nght at its option without notice to Grantor o declare the entire Inaebleaness immeaiatety due
and payable, including any prepayment penally which Grantor would be required 10 pay

Foreclosure. With respect 1o alt or any part of the Real Pro| ght to foreclose by notice and sate. ang Lender shai
have the right to forecl judici X and to the full extent provided by appliicable iaw. If this Deed

i y Judicial foreclosure, Lender will be entitled to a judgment which will provide that if the foreciosure sale pr
insufficient to salisty the judgment, execution may issue for the amount of the unpaid balance of the judgment.

UCC Remedies. With respect to afl or any part of the Personal Property. Lender shali have all the nghts and remedies of a secured par  urger
the Unitorm Commercial Code.

Collect Rents. Lender shail have the right, without notice to Grantor, 10 take possession of ang manage the Property and coliec! the Rents
including amounts past due and unpaid, and apply the net proceeds, over and above Lender’s costs, agains! the Indebledness. In turtherance of
this right, Lender may require any lenant or other u 0 make payments of rent or use fees direclly to Lender. if the Rents are
collected by Lender, nlor's attorney—in-fact to endorse instruments received i payment thereof
n the name of Grantor and to negotiate the same and coilect the proceeds. Payments by tenants or other users to Lender in response to Lender's
demand shall salisty the obhgations for which the payments are made. whethe: or Nt an- proper giounas for the 3emznz SuS2Z _em0e i,
exercise s rights under this subparagraph either in person. o\ 2Q201 D oLt 3 afte e

Appolint Receiver. Lender shall have the nght to have a recer.s appai~teg 1o TEA2 DOSESSSCT Ml D3, pat orome T “TeoAvT e Dowar
protect and preserve the Property, to operate the Property preceding roreciosure or saie 47C v collect the Rents trom the Property ang agph e
proceeds, over and above the cost of the recelvership, against the Indebledness. The receiver may serve without bond + perm:

Lender’s nght to the appointment of a receiver shail exis! whether or not the apparent vaiue of the Propenty excesds ‘ne -~z

substantial amount. Employment by Lender shall not disquality a person from serving as a recenvar

Tenancy at Sufferance. )f Grantor remains in possesston of the Property after the Property 1s soid as provided zoove ar -gnger ctrerwise
becomaes entitled to possession of the Properly upon defauit of Grantor, Grantor shall become a tenant at suffarance of | enger or the purcraser ot
the Property and shall, al Lender's option, either (a) pay a reasonable rental for the use of the Property or b . ne Sropart, immediatety
upon the demand of Lender.

Other Remedies. Trustes or Lender shall have any olher nght or remedy provided in this Deed of Trust or the Note or by iaw

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any publiic sale of the Personal Property or of the ime after
which any private sale or other inlended disposition of the Personal Property is to be made Reasonable nolice shalt mean nolice gnen at ieast
ten {10) days before the time of the sale or disposiion. Any sale of Personal Property may ce made conunchion withy any sale of the Rear
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Property.

Sale of the Property. To the extent permitted by applicabie taw, Grantor hereby waves any and all nghts to have the Property malshalied ir
exercising its rights and remedies, the Trustee or Lender shall be free to sell all or any part of the Property together or separately, in one saie or by
separate sales. Lender shall be entitled to bid at any pubhc 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 waiver ot or prejudice
the party’s rights othenwise to demand strict compliance with that provision or any other provision. Election by Lender to pursue any remedy
provided in this Deed of Trust, the Note, in any Related Document. or provided by law shall not exclude pursutt of any other remedy. and an
election to make expenditures or to take action to perform an obligation ot Grantor under this Deed of Trust after tallure ot Grantor to pertorm shall
not affect Lender’s right to declare a default and to exercise any of its remedies.

Aftorneys’ Fees; Expenses. If Lender institutes any suit or action to enforce any of the terms of thes Deed af Trust. Lenger shail be entitied to
recover such sum as the court may adjudge reasonable as aftorneys’ fees at tnal and on any appeal Whether or not any court achon s involved,
all reasonable expenses incurred by Lender which in Lender's opinion are necessary at any time for the protectcr o ~igrest o e
enforcement of its rights shali become a part of the Indebtedness payable on demand and shall baar :nteres! al tre Nots -3tz ~om tng date of
expenditure untit repaid. Expenses covared by this paragraph include, without hmitation, however subject to any limits under apphcable law,
Lender's atlornays’ fees whether or not there is a lawsuit, including attorneys’ fees for bankruptcy proceedings {including etforls to modity or
vacate any automatic stay or injunclion), appeals and any anticipated post-judgment collection services, the cost of searching records, obtaiming
litte reports (including foreclosure reports), surveyors' reports, appraisal fees, titie insurance, and tees tor the Truslee. 10 the exlent permitted by
applicable law. Grantor also will pay any court costs, in addition to all other sums provided by law

Rights of Trustee. Trustee shall have all of the nghts and duties of Lender as set torth in this section
POWERS AND OBLIGATIONS OF TRUSTEE. The following prowvisions relating 1o the powers and obligations of Trustee are part of this Deed of Trust.

Powers of Trustee. in addition o alt powers of Trustee ansing as a matter of law, Trustee shall have the power 1o take the foliowing actions with
respect to the Properly upon the wrtten request of Lender and Grantor: (a) join 1n prepanng and hing z mar or pia! of the Reai Propert,
including the dedication of streets or other righis to the public; (b) join 1n granting any easement of craa’~g 27, "2 © L7 the Rea Propery
and (c) join in any subordination or other agreement atfecting this Deed of Trust or the interest ¢of Lengar unger tn

Obligations to Notify. Trustee shall not be obligated to nolty any other party of a pending sale under any other trust deed or her. o of any action
or proceeding in which Grantor, Lender, or Trustee shall be a party, unless the action or proceeding 15 brought by Trustee

Trustee. Truslee shall mee!l ail qualifications required for Trustee under apphcable law. In addiion 10 the nghts ana remedies set forth atove,
with respect to all or any part of the Property, the Trustee shall have the nght to foreclose by notice and sale, and Lender shali have the nght 1o
foreclose by judicial foreciosure, in either case 1n accordance with and to the full extent provided by applicable law

Successor Trustee. Lender, at Lender's option, may from time to time appont a successar Trustee to any Trustee appointed hereunder by an
instrument executed and acknowledged by Lender and recorded in the office of the recorder ot Klamath County, Oregon. The nstrument shal
contain, in addition to all other malters required by slate law, the names of the onginal Lender, Trustee, and Grantor, the book and page where
this Deed of Trust is recorded, and the name and address ot the successor trustee, and the instrument shall be executed and acknowledged by
Lender or ils successors in interest. The successor trusiee, without conveyance ot the Property, shall succeed to all the tile, power, and dutes
conferred upon the Trustee in this Deed of Trust and by applicable law. This procedure for substitution of trustee shail govern to the exclusion of
all other provisions for substitution.

NOTICES TO GRANTOR AND OTHER PARTIES. Any notice under this Deed of Trust shall be in wnting, may be sent by telefacsimite {uniess
otherwise required by law), and shall be effective when actually delivered, or when deposited with a nationally recognized overmight courier, or, if
mailed, shall be deemed effective when deposited in the United States mai first class, certified or registered mail, postage prepaid, directed to the
addresses shown near the beginning of this Deed of Trusl. Any party may change is address for nolices under this Deed of Trust by giving formal
written notice to the other parties, specifying that the purpose of the nolice i1s to change the party's address. All coples of notices of foreclosure from
the hoider of any lien which has priority over this Deed of Trust shall be sen! fo Lender's address, as shown near the beginning of this Deed of Trust
For nolice purposes, Grantor agrees to keep Lender and Trustee informed at all tmes ot Grantor's current address

ADDITIONAL FUUNDING FOR FORWARD MOMENTUM. Future construction loan advances beyond the tmitial budgeted constructon phase of
$1,283,297.22 will be secured by the real property subject to construction, up to and not exceeding the loan commitment of $2.000.000.00

The construction beyond the initial budget consiruction projecl of $1.283,297 22 will be supported by signed earnest money agreements on the
proposed construction and construciion budgets subject to South Valley Bank and Trust approvai
The real property subject to construction wili be secured by a Fist Deed of Trust and an Assignment of Rents. The first Deed ot Trust wiil be pertected

with an ALTA Title Insurance policy. The Running Y Resort, inc. will subordinate ther interest in the subject real property 10 South valey Bant ang
Trust.

MISCELLANEOQUS PROVISIONS. The following miscellaneous provisions are a part of this Deed of Trust

Amendments. This Deed of Trusl, together with any Relaled Documents, constitules the entire understanding and agreement of the partes as to
the matters set forth in this Deed of Trust. No alleration of or amendment to this Deed of Trust shall be eftective unless given in wanting and signed
by the parly or parties sought to be charged or bound by the aileration or amendment

Annual Reports. If the Property is used for purposes other than Grantor’s residence, Grantor shall furnish to Lender, upon request, a certihed
statement of net operating income received from the Property duiing Grantor's previous fiscal year in such form and detatt as Lender shall requie
“Net operating income” shall mean all cash receipis from the Property less ail cash expenditures made tn connection with the operation of the
Property.

Applicable Law. This Deed of 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 1o interpret or define tne
provisions of this Deed of Trust.

Merger. There shall be no merger of the interest or estale created by this Deed of Trust with any other inlerest or estate in the Property at any
time held by or for the benefit of Lender in any capacity, without the written consent of Lender.

Multiple Parties; Corporate Authority. All obligations of Grantor under this Deed of Trus! shall be joint and several, and all references to Grantor
shall mean each and every Grantor. This means thal each of the persons signing beiow s responsibie tor all obhigations in thus Deed of Trust.

Severabilily. if a court of competent junsdiction finds any provision of this Deed of Trust 1o be invalid or unentorceable as to any person or
circumstance, such iinding shall nol render that provisioninvahd ot unonforceabic as e any other percons or cucumstances  If feacibla any such
oftending provision shall be deemed to be modified to be within the imits of entorceabilily or validity, however, if the offending provision cannct be
so modified, 1t shall be stricken and all other provisions of this Deed of Trusin ali other respects shall remain vakd and enforceable

Successors and Assigns. Subject to the hmitalions stated in this Deed of Trust on transter of Granlor's interest, s Deed of Trusi shail pe
binding upon and inure to the benefit of the parties, therr successors and assigns. It ownership of the Property becomes vested in a person other
than Grantor, Lender, without notice to Grantor, may deal with Grantor's successors with reference to this Deed of Trust and the Ingebledness oy
way of torbearance or extension without releasing Granlor from the obligations of this Deed of Trust or hability under the Indebtedness

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

Relateg Documents)
t oparate 25 & waiver
L3I0 hE panty's
rse of geakng

Waivers and Consenis. Lender shall not be deemed {0 have waived any nights undger trus Deeg ¢* T us°
untess such waiver s in writing and signed by Lender. No cefay o1 cmission on the part of Langer 0 ex
of such right or any cther righl. A waiver by any party of a provisicr 27 thes Deed of Trust shas ne
nght otherwise o demand strict comphance with that provision or any other provision  No pnce

belween Lender and Grantor, shall constitule a waiver of any ot Lender's nghls or any of Granior's obigabens as to any future transactions.
Whanever consent by Lender is required in this Deed of Trust. the granting of such consent by Lander in any instance shal not constitute
continuing consent to subsequent instances where such consent s required.

COMMERC!AL DEED OF TRUST. Grantor agrees with Lender that this Deed of Trust 1s a commercial deed of trust and that Grantor will not changs
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:
The Peanbrock

: OFFICIAL SEAL |

STATE OF ___D(If howd STEPHANIE M HICKMAN  {;
X t

i

NOTARY PUBLIC-OREGCN
i COMMISSION NO.31856~
COUNTY OF beLwTES OMMISSION EXPIRES DEC. 02, 2002

On this 2‘1 UI day of ‘ﬂ'ULuST R 19_1‘1, betore me, the undersigned Notary Public, personally appeared Donald N
Bauhofer, President of The Pennbrook Company, and known to me to 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 act and deed of the corporation, by authority of its Bylaws or by resolution of its
board of directors, for the uses and purposes therein mentioned, and on oath stated that he or she is authornzed to execute this Deed of Trust and in
fact executed the Deed of Trust on behalt of the corporalion.

BYA&A%@MM—_, Reslding at ,._..EPDQL___ e L

Notary Public in and for the State of _ DL op . My commission expires |1-2-C2

REQUEST FOR FULL RECONVEYANCE

(To be used only when cbligations have been paid in full)

To: . Trustee

The undersigned is the legal owner and holder of all indebtedness secured by this Deed of Trusl. All sums secuted by this Deed of Trust have been
fully paid and salisfied. You are hereby directed, upon payment o you of any sums owing lo you under the terms of this Deed of Trus! or pursuant to
any applicable statute, to cancel the Nole secured by this Deed of Trust (which is delivered to you together with this Deed of Trust). and to reconvey.
without warranty, to tha parties designated by the terms of this Deed of Trust, the estate now held by you under this Deed of Trust Please max the
reconvayance and Related Documents to:

Date: Beneficiary:
By:
Its:

LASER PRO, Reg. U.S. Pat. & T.M. Off., Ver. 3.25 (¢) 1998 CFi ProServices. Inc. Alnightsreserved. [OR-GO1 PENNBRK1 LN C4.0VL]

State of Oregon, County of Klamath
Recorded 8/30/99, at_// ¢z 4. m.
in Vol. M89 Page 34 957
Linda Smith,

County Clerk Fee$ 35S

State of Oregon, County of Kiamath
Recorded 9/1 /99, at __3:Yo p m.
In Vol. M98 Page__ 3(. 38/

Linda Smith,

County ClerkeR Fee$_ 30°




