pre

~+'01 JUN 29 a11:08
WHEN RECORDED RETURN TO:

Yol Mﬂ] P‘gp 3 1 4 3 0
Mark A. Norby

Stoel Rives LLP
Suite 2300

900 SW Fifth Avenue
Portland, OR 97204

M & e - vR(space above reserved
for recorders use)

MORTGAGE

DATED: June 17, 2001

FROM: AMBROSE W. McAULIFFE and SUSAN J. McAULIFFE, husband
and wife, GENEVA DRINKWATER, and JOE McAULIFEE CO., an
Oregon corporation

P.O. Box 456

Fort Klamath, OR 97626 BORROWER
TO: ZIONS FIRST NATIONAL BANK

PO Box 26416

Salt Lake City, Utah 84126 LENDER

Borrower is the owner of the real property in Klamath County, Oregon
described on the attached Exhibit A.

Lender has loaned or agreed to loan to Borrower $750,000 on certain
terms and conditions. Such amount will be repayable with interest according to the
terms of a promissory note given to evidence such indebtedness, dated the same as this
Mortgage, under which the final payment of principal and interest will be due on
January 1, 2017. The promissory note, and any note or notes given in renewal,
modification, substitution or addition to the promissory note originally issued, is
referred to as “the Note.” The Note provides that the interest rate and payment terms
may be adjusted.

The term “Indebtedness” as used in this Mortgage shall mean (a) the
principal and interest payable under the Note, (b) any future amounts that Lender may
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advanced by Lender to discharge obligations of Borrower or expenses incurred by
Lender to enforce obligations of Borrower, as permitted under this Mortgage, with
interest thereon as provided below, and (d) any amounts with interest thereon at the rate
specified in Section 12.4 below, payable by Borrower to Lender under the
Environmental Indemnity Agreement executed by Borrower this same date (the
“Environmental Agreement”) to the extent Lender specifically elects by written notice
to Borrower to include such amounts in the Indebtedness.

To secure payment of the Indebtedness and performance of all
obligations of Borrower under this Mortgage, Borrower mortgages and conveys to
Lender the following:

(1) The real property in Klamath County, Oregon described on
attached Exhibit A (the “Real Property”).

2) All livestock handling equipment located on or used in connection
with the Real Property including but not limited to, fences, corrals, windmills,
stock tanks and stock watering equipment, portable fencing panels and scales
(but excluding self-propelled motor driven vehicles and farm implements
customarily towed or attached thereto), whether now owned or hereafter
acquired, and whether now existing or hereafter arising, and all accessions,
parts, additions, replacements and substitutions for any of such property, and all
proceeds (including insurance proceeds) from the sale or other disposition of
any of such property, including without limitation the items described on
attached Exhibit B (the “Personal Property™).

(3)  All water, water rights, ditches and ditch rights, any permits,
licenses, certificates or shares of stock evidencing any such water or ditch
rights, and any such rights acquired in the future, which entitle Borrower to use
water for any purpose upon the Real Property, including but not limited to the
water right certificates and permits from the State of Oregon described on
attached Exhibit C.

Borrower presently assigns to Lender all of Borrower’s right, title and
interest in and to all rents, revenues, income, issues and profits (the “Income”) from

the Real Property and Personal Property, whether now or hereafter due.

Borrower grants Lender a security interest in the Income, the water
rights and the Personal Property.
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The real and personal property described above is referred to as the
“Property.”

This Mortgage is given and accepted on the following terms and
conditions which Borrower will promptly and faithfully observe and perform:

1. PAYMENT AND PERFORMANCE

Borrower shall pay to Lender promptly when due all amounts payment
of which is secured by this Mortgage and shall strictly perform all obligations imposed
upon Borrower by this Mortgage.

2. POSSESSION AND MAINTENANCE OF THE PROPERTY

2.1  Possession. Until in default, Borrower may remain in possession
and control of and operate and manage the Property and collect the Income from the
Property.

2.2 Duty to Maintain. Borrower shall maintain the Property in good
condition and promptly perform all repairs and maintenance necessary to preserve its
value. The Real Property shall be cultivated in accordance with good husbandry
practices and all farming and ranching operations shall be conducted in such a manner
as to prevent deterioration of the Property.

2.3 Nuisance, Waste. Borrower shall not conduct or permit any
nuisance and shall not commit or suffet any strip or waste on the Property.

2.4  Removal of Improvements. Borrower shall not demolish or
remove any improvements from the Property without the prior written consent of
Lender. Lender shall consent if Borrower makes arrangements satisfactory to Lender
to replace any improvement which Borrower proposes to remove with one of at least
equal value. “Improvements” shall include all existing and future buildings, structures
and other fixtures and improvements now or hereafter installed in or attached to the
Real Property, including but not limited to fences, corrals, scales, mobile homes, silos,
storage facilities and irrigation equipment.

2.5  Lender’s Right to Enter. Lender and its agents and
representatives may enter upon the Property at all reasonable times to attend to
Lender’s interest and to inspect the Property and to inspect any and all financial and
other records relating to Borrower’s operations on the Property.
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2.6  Compliance with Governmental Requirements. Borrower shall
promptly comply with all laws, ordinances and regulations of all governmental
authorities applicable to the use or occupancy of the Property. Borrower may contest
in good faith any such law, ordinance or regulation and withhold compliance during
any proceeding, including appropriate appeals, so long as Lender’s interest in the
Property is not jeopardized.

2.7 Duty to Protect. Borrower shall do all other acts, in addition to
those set forth in this Mortgage, that from the character and use of the Property are
reasonably necessary to protect and preserve the security.

2.8  Water Rights. All existing water rights benefiting the Property
shall be maintained by Borrower and applied to beneficial use so as to maintain the
validity and priority of such rights.

3. TAXES AND LIENS

3.1  Payment. Borrower shall pay when due all taxes and assessments
levied against or on account of the Property, and shall pay when due all claims for
work done on or for services rendered or material furnished to the Property. Borrower
shall maintain the Property free of any liens having priority over or equal to the interest
of Lender under this Mortgage, except for the lien of taxes and assessments not due,
and except as otherwise provided in Section 3.2.

3.2 Right to Contest. Borrower may withhold payment of any tax,
assessment or claim in connection with a good faith dispute over obligation to pay, so
long as Lender’s interest in the Property is not jeopardized. If the Property is subjected
to a lien which is not discharged within 15 days, Borrower shall deposit with Lender
cash, a sufficient corporate surety bond or other security satisfactory to Lender in an
amount sufficient to discharge the lien plus any interest, costs, attorneys’ fees or other
charges that could accrue as a result of foreclosure or sale under the lien. In any
contest proceedings, Borrower will defend itself and Lender and will name Lender as
an additional obligee under any surety bond, and Borrower shall satisfy any final
adverse judgment before enforcement against the Property.

3.3 Evidence of Payment. Borrower shall promptly furnish evidence
of payment of taxes and assessments to Lender on its demand and shall authorize the
appropriate county official to deliver to Lender at any time a written statement of the
taxes and assessments against the Property, and shall pay the expense of a tax reporting
service for the Property if required by Lender.
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3.4  Notice of Construction. Borrower shall notify Lender at least
15 days before any work is commenced, any services are furnished or any materials are
supplied to the Property if a construction lien could be asserted on account of the work,
services or materials and the cost exceeds $10,000. On Lender’s request, Borrower will
promptly furnish advance assurances satisfactory to Lender that Borrower can and will
pay the cost of such improvements.

3.5  Farm or Forest Classification. Borrower agrees to maintain the
farm use or forest lands classification of the Property on the tax rolls, and not to allow
any act or omission which would disqualify the Property for assessment as farm or
forest lands.

4. PROPERTY DAMAGE INSURANCE

4.1  Maintenance of Insurance. Borrower shall procure and maintain
such policies of insurance as Lender may reasonably require. This shall include
policies of fire insurance with standard extended coverage endorsements covering all
improvements on the Property for their full insurable value, in an amount sufficient to
avoid application of any coinsurance clause and with loss payable to Lender, and
comprehensive general liability insurance in such coverage amounts as Lender may
request, with Lender as an additional insured. Policies shall be written in amounts, in
form, on terms and with companies reasonably acceptable to Lender. Borrower shall
deliver to Lender certificates of coverage from each insurer containing a stipulation that
coverage will not be canceled or diminished without a minimum of 10 days’ written
notice to Lender. Should the Real Property be located in an area designated by the
Director of the Federal Emergency Management Agency as a special flood hazard area,
Borrower agrees to obtain and maintain Federal Flood Insurance for the unpaid balance
of the Note, up to the maximum policy limits set under the National Flood Insurance
Program.

4.2 Application of Proceeds. Borrower shall promptly notify Lender
of any loss or damage to the Property which exceeds $2,500, Lender may make proof
of loss if Borrower fails to do so within 15 days of the casualty. All proceeds of any
insurance on the Property shall be held by Lender as part of the Property. If Borrower
elects to restore the Property, Borrower shall repair or replace the damaged or
destroyed improvements in a manner satisfactory to Lender. Upon satisfactory proof of
expenditure, Lender shall pay or reimburse Borrower from the proceeds for the
reasonable cost of repair or restoration. If Borrower elects not to restore the Property,
Lender shall retain a sufficient amount of the proceeds to pay all amounts due under
this Mortgage, and shall pay the balance to Borrower. Any proceeds which have not
been paid out within one (1) year after their receipt and which Borrower has not
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committed to the repair or restoration of the Property shall be used to prepay first
accrued interest and then principal of Borrower’s Indebtedness. If Lender holds any
proceeds after payment in full of the Indebtedness, such proceeds shall be paid to
Borrower.

4.3  Unexpired Insurance at Sale. Any unexpired insurance shall
inure to the benefit of, and pass to, the purchaser of the Property covered by this
Mortgage at any foreclosure sale of the Property.

4.4  Borrower’s Report on Insurance. Upon request by Lender, not
more than once a year, Borrower shall furnish to Lender a report on each existing
policy of insurance showing: (a) the name of the insurer; (b) the risks insured; (c) the
amount of the policy; (d) the property insured, the then current replacement value of
such property, and the manner of determining value; and (e) the expiration date of the
policy.

3. WARRANTIES OF BORROWER

5.1 Title. Borrower warrants that it holds merchantable title to the
Property in fee simple free of all encumbrances other than those set forth in the title
insurance policy issued to Lender at closing.

5.2  Defense of Title. Subject to the exceptions in the paragraph
above, Borrower warrants and will forever defend the title against the lawful claims of
all persons. In the event any action or proceeding is commenced that questions
Borrower’s title or the interest of Lender under this Mortgage, Borrower shall defend
the action at its expense.

6. CONDEMNATION

6.1  Application of Net Proceeds. If all or any part of the Property is
condemned, and the value of the portion so condemned exceeds $2,500, Lender may
elect to require that all or any portion of the net proceeds of the condemnation be
applied on the Indebtedness. The “net proceeds” shall mean the total amount available
after payment of all reasonable costs, expenses and attorneys’ fees necessarily paid or
incurred by Borrower and Lender in connection with the taking by condemnation. Sale
of all or any part of the Property to a purchaser with the power of eminent domain in
the face of a threat or the probability of the exercise of the power shall be treated as a
taking by condemnation to which this section shall apply.
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6.2  Proceedings. If any proceedings in condemnnation are filed,
Borrower shall promptly take such steps as may be necessary to defend the action and
obtain the award. Borrower shall be entitled, at its option, to commence, appear in and
prosecute in its own name, any action or proceeding, or to make any compromise or
settlement, in connection with such taking or damage, and to obtain all compensation,
awards or other relief therefore to which Borrower may be entitled.

7. TRANSFER BY BORROWER

7.1  Prohibition of Transfer Without Consent. Borrower shall not
sell, agree to sell, assign, convey, subcontract or otherwise transfer any part or all of
the Property or any interest in the Property without the prior written consent of Lender,
which consent may be withheld in Lender’s sole discretion. If Borrower or a
prospective transferee applies to Lender for consent to a transfer, Lender may require
such information as may be reasonably necessary for Lender to assess the prospective
transferee’s prior business experience, reputation and financial ability to perform
Borrower’s obligation under this Mortgage. Without limiting the generality of the
foregoing, the occurrence at any time of any of the following events, without Lender’s
prior written consent, shall be deemed a transfer of title to the Property:

(a) Any sale, conveyance, lease with a term greater than 3 years
(including renewal options), assignment or other transfer of all or any part of
the legal or equitable title to the Property;

(b) Any conveyance, grant or other transfer of the legal or equitable
title to the Property which occurs by operation of law, by trustees in
bankruptcy, executors or estate administrators or executors, or by or through a
bankruptcy court.

(c) If Borrower is a corporation, partnership or limited liability
company, a sale, transfer or assignment of the corporate stock, partnership
interests or membership interests, respectively, which results in more than
twenty-five percent (25%) of the corporate stock, partnership interests or
membership interests being held by persons or entities which are not, on the
date hereof, shareholders, partners or members.

7.2  Condition to Consent. As a condition of its consent to any
transfer, Lender may in its discretion impose a service charge not exceeding 1 percent
of the outstanding Indebtedness, and may increase the interest rate of the Indebtedness
or otherwise require modification of the Note or this Mortgage. Lender may increase
the amount of each remaining installment so that the Indebtedness will be fully paid by
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the original maturity date. In no event, however, shall the interest rate be increased
beyond the maximum rate permitted under applicable law.

7.3  Effect of Consent. Consent by Lender to one transfer shall not
constitute a consent to other transfers or a waiver of this section. No transfer by
Borrower shall relieve Borrower of liability for payment of the Indebtedness. Following
a transfer, Lender may agree to any extension of time for payment or modification of
the terms of this Mortgage or the Note or waive any right or remedy under this
Mortgage or the Note without relieving Borrower from liability. Borrower waives
notice, presentment and protest with respect to the Indebtedness.

8. SECURITY AGREEMENT; SECURITY INTEREST

8.1  Security Agreement. This instrument shall constitute a security
agreement with respect to the Income and the Personal Property included in the
description of the Property.

8.2  Security Interest. Upon request by Lender, Borrower shall
execute financing statements and take whatever other action is requested by Lender to
perfect and continue Lender’s security interest in the Income and Personal Property.
Borrower hereby appoints Lender as Borrower’s attorney in fact for the purpose of
executing any documents necessary to perfect or continue the security interest granted
therein, and authorizes Lender to file such financing statements as Lender deems
appropriate to protect its security interest in the Income and Personal Property included
in the description of the Property. Lender may file copies or reproductions of this
Mortgage as a financing statement at any time and without further authorization from
Borrower. Borrower will reimburse Lender for all expenses incurred in perfecting or
continuing this security interest. Upon default, Borrower shall assemble the personal
property and make it available to Lender within three days after receipt of written
demand from Lender.

8.3  Fixture Filing. This instrument constitutes a financing statement
filed as a fixture filing in the Official Records of the County Recorder of the county in
which the Property is located with respect to any and all fixtures included within the
term Property as used herein and with respect to any goods or other personal property
that may now be or hereafter become fixtures.

9. RELEASE ON FULL PERFORMANCE

If Borrower pays all of the Indebtedness when due and otherwise
performs all the obligations imposed upon Borrower under this Mortgage, Lender shall,
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if requested, execute and deliver to Borrower a suitable satisfaction of this Mortgage
and suitable statements of termination of any financing statement on file.

10. DEFAULT
The following shall constitute events of default:

(a) Failure of Borrower to pay any portion of the Indebtedness when
it is due.

(b) Failure of Borrower within the time required by this Mortgage to
make any payment for taxes, insurance, or any other payment necessary to
prevent filing or discharge of any lien (or within such time discharge or bond
such lien in the manner permitted in Section 3.2 above).

(c) Transfer or agreement to transfer any part or interest in the
Property without the prior written consent of Lender, as required under
Section 7 above.

(d) Dissolution, termination of existence, insolvency on a balance
sheet basis or business failure of Borrower; the commencement by Borrower of
a voluntary case under the federal bankruptcy laws or under any other federal or
state law relating to insolvency or debtor’s relief; the entry of a decree or order
for relief against Borrower in an involuntary case under federal or state law
relating to insolvency or debtor’s relief; the appointment or the consent by
Borrower to the appointment of a receiver, trustee or custodian of Borrower or
of any of Borrower’s property; an assignment for the benefit of creditors by
Borrower; the making or suffering by Borrower of a fraudulent transfer under
applicable federal or state law; concealment by Borrower of any of its property
in fraud of creditors; the making or suffering by Borrower of a preference
within the meaning of the federal bankruptcy law; the imposition of a lien
through legal proceedings or distraint upon any of the property of Borrower
which is not discharged or bonded in the manner permitted by Section 3.2
above; or Borrower’s failure generally to pay its debts as such debts become
due. The events of default in this paragraph shall apply and refer to Borrower
and to each of the individuals or entities which are collectively referred to as
“Borrower.”

(e) Any breach of any representation or warranty in the
Environmental Agreement.
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(f) Failure of Borrower to perform any other obligation under this
Mortgage or the Environmental Agreement within 15 days after receipt of
written notice from Lender specifying the nature of the default or, if the default
cannot be cured within 15 days, failure within such time to initiate steps which
Lender deems in Lender’s sole discretion to be sufficient to cure the default and
thereafter continues and completes all reasonable and necessary steps sufficient
to produce compliance as soon as reasonably practicable. No notice of default
and no opportunity to cure shall be required if during the prior 12 months
Lender has already sent a notice to Borrower concerning default in performance
of the same obligation.

11.  RIGHTS AND REMEDIES ON DEFAULT

11.1 Remedies. Upon the occurrence of any event of default and at
any time thereafter, Lender may exercise any one or more of the following rights and
remedies:

(a) Lender may declare the entire Indebtedness immediately due and
payable.

(b) Lender may obtain a decree foreclosing Borrower’s interest in all
or any part of the Property. If permitted by applicable law, Lender may
foreclose Borrower’s interest in all or any part of the Property by nonjudicial
sale.

©) If permitted by applicable law, Lender may obtain a judgment for
any deficiency remaining in the Indebtedness due to Lender after application of
all amounts received from the exercise of the rights provided in this section.

(d) With respect to all or any part of the Property that constitutes
personalty, may exercise the rights and remedies of a secured party under the
Uniform Commercial Code.

(e) Lender shall have the right, without notice to Borrower to take
possession of the Property, to collect the Income, including amounts past due
and unpaid, and apply the net proceeds, over and above Lender’s costs, against
the Indebtedness. In furtherance of this right, Lender may require any tenant or
other user to make payments of rent or use fees directly to Lender. If the
Income is collected by Lender, then Borrower irrevocably designates Lender as
Borrower’s attorney in fact to endorse instruments received in payment thereof
in the name of Borrower and to negotiate the same and collect the proceeds.
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Payments by tenants or other users to Lender in response to Lender’s demand
shall satisfy the obligation for which the payments are made, whether or not any
proper grounds for the demand existed. Lender may exercise its rights under
this paragraph either in person, by agent or through a receiver.

6] Lender shall have the right to have a receiver appointed to take
possession of any or all of the Property, with the power to protect and preserve
the Property, to operate the Property preceding foreclosure or sale, to collect
the Income from the Property and to apply the proceeds, over and above cost of
the receivership, against the Indebtedness. The receiver may serve without
bond if permitted by law. Lender’s right to the appointment of a receiver shall
exist whether or not apparent value of the Property exceeds the Indebtedness by
a substantial amount. Employment by Lender shall not disqualify a person from
serving as a receiver.

(g) In the event Borrower remains in possession of the Property after
the Property is sold as provided above or Lender otherwise becomes entitled to
possession of the Property upon default of Borrower, Borrower shall become a
tenant at will of Lender or the purchaser of the Property and shall pay a
reasonable rental for use of the Property while in Borrower’s possession.

(h) Lender shall have any other right or remedy provided in this
Mortgage, the Note or any other instrument delivered by Borrower in
connection therewith, or available at law, in equity or otherwise.

11.2  Rights of Receiver or Lender-in-Possession. Upon taking
possession of all or any part of the Property, the receiver or Lender may:

(a) Use, operate, manage, control and conduct business on the
Property and make expenditures for all maintenance and improvements as in its
judgment are proper;

(b) Collect the Income from the Property and apply such sums to the
expenses of use, operation and management;

() At Lender’s option, complete any construction in progress on the
Property, and in that connection pay bills, borrow funds, employ contractors
and make any changes in plans or specifications as Lender deems appropriate.

If the revenues produced by the Property are insufficient to pay expenses, the receiver
may borrow, from Lender (if Lender, in its sole discretion, agrees to lend) or
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otherwise, or Lender may borrow or advance, such sums as the receiver or Lender may
deem necessary for the purposes stated in this paragraph. The amounts borrowed or
advanced shall bear interest from the date of expenditure until repaid at the same
interest rate as provided in Section 12.4 below. Such sums shall become a part of the
Indebtedness secured by this Mortgage and shall be payable by Borrower on demand.

11.3  Sale of the Property. In exercising its rights and remedies,
Lender may cause all or any part of the Property to be sold as a whole or in parcels,
and certain portions of the Property may be sold without selling other portions. Lender
may bid at any public sale on all or any portion of the Property.

11.4 Notice of Sale. Lender shall give Borrower reasonable notice of
the time and place of any public sale of any personal property or of the time after which
any private sale or other disposition of the personal property is to be made. Reasonable
notice shall mean notice given at least 10 days prior to the time of the sale or
disposition.

11.5 Waiver; Election of Remedies. A waiver by either party of a
breach of a provision of this Mortgage shall not constitute a waiver of or prejudice the
party’s right otherwise to demand strict compliance with that provision or any other
provision. Election by Lender to pursue any remedy shall not exclude pursuit of any
other remedy, and all remedies of Lender under this Mortgage are cumulative and not
exclusive. An election to make expenditures or to take action to perform an obligation
of Borrower shall not affect Lender’s right to declare a default and exercise its remedies
under this Mortgage.

11.6 Attorneys’ Fees; Expenses. In the event suit or action is
instituted to enforce any of the terms of this Mortgage, the prevailing party shall be
entitled to recover its reasonable attorneys’ fees at trial, on any appeal and on any
petition for review, in addition to all other sums provided by law. Whether or not any
court action is involved, all reasonable expenses incurred by Lender that are necessary
at any time in Lender’s opinion 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 from the date of expenditure until repaid at the same interest rate as provided in
Section 12.4 below. Expenses covered by this paragraph include (without limitation)
the cost of searching records and obtaining title reports, surveyors’ reports, attorneys’
opinions and title insurance.
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12. MISCELLANEOUS

12.1 Time of Essence. Time is of the essence of this Mortgage.

12.2 Binding upon Successors and Assigns. Subject to the limitations
stated in this Mortgage on transfer of Borrower’s interest, this Mortgage shall be
binding upon and inure to the benefit of the parties, their successors and assigns.

12.3  Security Agreement. In construing this Mortgage, the term
“Mortgage” shall encompass the term “security agreement” when the instrument is
being construed with respect to any personal property.

12.4 Expenditure by Lender. If Borrower fails to comply with any
provision of this Mortgage, Lender may elect to take the required action on Borrower’s
behalf, and any amount that Lender expends in so doing shall be added to the
Indebtedness. Amounts so added shall be payable on demand with interest from the
date of expenditure at the Default Rate (as specified in the Note). Such action by
Lender shall not constitute a cure or waiver of the default or any other right or remedy
which Lender may have on account of Borrower’s default.

12.5 Notices. Any notice under this Mortgage shall be in writing and
shall be effective when either delivered in person or, if mailed, shall be deemed
effective when deposited as registered or certified mail, postage prepaid, addressed to
the party at the address stated in this Mortgage. Any party may change its address for
notices by written notice to the other.

12.6  Modification or Extension of Indebtedness; Release of Obligors.
The taking by Borrower of any additional security, the release of any person now or
hereafter liable for the repayment of the Indebtedness, or any extension of the time of
payment of the Indebtedness or the renewal thereof, shall not diminish the effectiveness
of this Mortgage or the lien of this Mortgage and shall not affect or impair the liability
of any maker, surety or endorser for the payment of the Indebtedness.

12.7 Release of Security. Lender shall have the right to release, with
or without consideration or credit on the Indebtedness secured, any part of the
Property. Without regard to the existence of any junior encumbrance and without the
consent of such junior encumbrance, and such release shall have no further effect upon
the rank, lien or estate conveyed of this Mortgage.

12.8 Waiver of Marshalling. Borrower expressly waives, to the full
extent permitted by law, and relinquishes any right to claim a marshalling of assets in
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respect to the Property, or any part thereof, in the event of the foreclosure or other
enforcement of this Mortgage.

12.9 Invalid Provisions to Affect No Others. If any of the provisions
contained in the Note or this Mortgage shall be invalid, illegal or unenforceable in any
respect, the validity of the remaining provisions in this Mortgage and the Note shall not
be affected thereby.

12.10 Changes in Writing. This Mortgage and any of its terms may
only be changed, waived, discharged or terminated by an instrument in writing signed
by the party against which enforcement of the change, waiver, discharge or termination
is sought. Any agreement subsequently made by Borrower or Lender relating to this
Mortgage shall be superior to the rights of the holder of any intervening lien or
encumbrance.

12.11 Exhibits. The following exhibits are attached to this Mortgage
and incorporated herein by reference:

Exhibit A - Real Property
Exhibit B - Livestock Handling and Other Equipment
Exhibit C - Water Rights

12.12 Applicable Law. The law of the State of Oregon, including
applicable federal law, shall be applicable for the purpose of construing and
determining the validity of this Mortgage and, to the fullest extent permitted by the law
of any state in which any of the Property is located, determining the rights and
remedies of Lender on default.

12.13 Jurisdiction. In the event of a lawsuit relating to, or to enforce,
this Mortgage, Borrower agrees upon Lender’s request to submit to the jurisdiction of

the courts of Salt Lake County, State of Utah.

12.14 Loan Purpose. The Borrower acknowledges that the proceeds of
the Note are primarily for agricultural, commercial, investment or business purposes,
and are not for a consumer transaction (which is defined as a transaction primarily for
personal, family or household purposes).

12.15 Dissemination of Information. If the Lender determines at any
time to sell, transfer or assign the Note, this Mortgage and any other security
instruments, and any or all servicing rights with respect thereto, or to grant
participations therein (“Participations™) or issue, in a public offering or private
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interest in the loan (“Securities”), Lender may forward to each purchaser, transferee,
assignee, servicer, participant, investor, or their respective successors in such

Participations and/or Securities (“collectively, the “Investor’), any rating agency rating

such Securities and each prospective Investor, all documents and information which
Lender now has or may hereafter acquire relating to the Indebtedness and to the
Borrower, any Guarantor, any Indemnitors and the Property, which shall have been
furnished by Borrower, any Guarantor or any Indemnitors, as Lender determines
necessary or desirable.

Borrower:

WARNING: UNLESS YOU (BORROWER) PROVIDE
US (LENDER) WITH EVIDENCE OF THE
INSURANCE COVERAGE AS REQUIRED BY OUR
CONTRACT OR LOAN AGREEMENT, WE MAY
PURCHASE INSURANCE AT YOUR EXPENSE TO
PROTECT OUR INTEREST. THIS INSURANCE
MAY, BUT NEED NOT, ALSO PROTECT YOUR
INTEREST. IF THE COLLATERAL BECOMES
DAMAGED, THE COVERAGE WE PURCHASE MAY
NOT PAY ANY CLAIM YOU MAKE OR ANY CLAIM
MADE AGAINST YOU. YOU MAY LATER CANCEL
THIS COVERAGE BY PROVIDING EVIDENCE THAT
YOU HAVE OBTAINED PROPERTY COVERAGE
ELSEWHERE. YOU ARE RESPONSIBLE FOR THE
COST OF ANY INSURANCE PURCHASED BY US.
THE COST OF THIS INSURANCE MAY BE ADDED
TO YOUR CONTRACT OR LOAN BALANCE. IF
THE COST IS ADDED TO YOUR CONTRACT OR
LOAN BALANCE, THE INTEREST RATE ON THE
UNDERLYING CONTRACT OR LOAN WILL APPLY
TO THIS ADDED AMOUNT. THE EFFECTIVE
DATE OF COVERAGE MAY BE THE DATE YOUR
PRIOR COVERAGE LAPSED OR THE DATE YOU
FAILED TO PROVIDE PROOF OF COVERAGE.

elliry co. /7&%%

Ambrose W. McAuliffe

Susan J. Mc 'uliffe
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va Drinkwater

JOE McAULIFFE CO., an Oregon corporation

By:él5 é?@g 72 427‘ Z;%%
Ambrose W. McAuliffe, Presidgnt

STATE OF OREGON )
) ss.
County of )

This instrument was acknowledged before me orglw(l C27 , 2001, by
Ambrose W. McAuliffe. /4

OFFICIAL SEAL

"\"—\' S R
3 KRIST! L REDD 4 . )
NOTARY PUBLIC- OREGON
COMMISSION NO. 327508

Notary Public for{Oregon
MY COMMISSIONEXPIRESNOV 16,2003
AN

My Commission Expires: //IZ/ é /9005

STATE OF OREGON

1 /] ) ss.

)

This instrument was acknowledged before me on %( 9 7 2001, by
Susan J. McAuliffe.

%w &/“QW

Notary Publi¢ for Oregon
My Commission Expires: _ // // 57/3200 3-

County o

OFFICIAL SEAL
KRISTIL REDD
NOTARY PUBLIC- OREGON
COMMISSION NO, 327508
MY COMMISSION EXPIRESNOV 18, 2003
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STATE OF OREGON ) 31446

) ss.
County of )
This instrument was acknowledged before me on , 2001, by
Geneva Drinkwater.
Notary Public for Oregon
My Commission Expires:
STATE OF OREGON )
’ ) ss.
County of )

This instrument was acknowledged before me onQZ{/vLLJ 7 , 2001, by

Ambrose W. McAuliffe, as President of Joe McAuliffee G6., an Oregon corporation.

%@é QQ W

Notary P'ubzlc for Oregon

My CommiSsion Expires: 4 // é//%d!i

S eSS
OFFICIALS

L
G,
TARY PUBLIC-
rg:%MMISSION NO. 327508
_MY COMMISSION EXP ,

NN
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31447
CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT

[r“ & OO TCDOOCEC AT ORC0K
e .

P State of California

i ss.

9 County of Shasta

1€

¢

“

| On _JIune 22, 2001 , before me, *Payla XK. Mairel Notary Publicks ,
I" Date Name and Titie of Officer (e.g., “Jand Doe, Notary Public”)

§  personally appeared ___**GENEVA DRINKWATER **

[ Name(s) of Signer(s)

: U personally known to me

b (3 proved to me on the basis of satisfactory
i evidence

r.

9 to be the person(s) whose name(s) is/are

& subscribed to the within instrument and
acknowledged to me that he/she/they executed

e the same in his/her/their authorized
‘ B AUAUEEARARNREee0000000000 cgpacity(ies), anq that by his/her/their
‘l M PAULA K. MAIREL & sugnature(s) on the mstrument' the person(s), or
« - 1A% COMM. #1178892 & the entity upon behglf of which the person(s)
‘ b S® <2871 NOTARY PUBLIC — CALIFORNIA 2 acted, executed the instrument.

g H MY GOWSEQPC%AW 2002 ®

€ Sesssscsecscecscsacescscsess WITNESS my hand and official seal.

3 uls LS el

Place Notary Seal Above \\/ Signature of Notaty Public (

OPTIONAL

Though the information below is not required by law, it may prove valuable to persons relying on the document
& and could prevent fraudulent removal and reattachment of this form to another document.

“ Description of Attached Document
i Title or Type of Document:

Document Date: } Number of Pages:

“ Signer(s) Other Than Named Above:

Y Signer's Name:

RIGHT THUMBPRINT
OF SIGNER
Top of thumb here

¥ O Individual

: [J Corporate Officer — Title(s):

d O Partner —[3J Limited [J General
§ [ Attorney in Fact

& O Trustee

: 0 Guardian or Conservator

g U Other:

9

e Signer Is Representing:

I‘.
l

© 1997 National Notary Assaciation « 9350 De Soto Ave., PO Box 2402 « Chatsworth CA 91313-2402 Prod. No. 5907 Reorder: CaII Toll Free 1 800 876—6827
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EXHIBIT A

PARCEL 1:

That portion of Section 17, Township 33 South, Range 7 4 East, Willamette Meridian,
Klamath County, Oregon, described as follows:

Beginning at a stone marking the corner common to Sections 8, 9, 16 and 17,
Township 33 South, Range 7 2 East, Willamette Meridian; thence West along the
Section line, a distance of 9.78 chains, more or less, to the center of a stream channel
known as Anna Creek Slough; thence Southeasterly along the center of the channel of
said Anna Creek Slough to a point on the line between said Sections 16 and 17, which
1s 5.6 chains, more or less, South of the above mentioned corner; thence North

5.6 chains to the point of beginning; being that portion of the NE 1/4 of the NE 1/4
Section 17, Township 33 South, Range 7 2 East of the Willamette Meridian Lying

Northeasterly from Anna Creek Slough;

and

Lots 1, and 2, the NW 1/4 of the SE 1/4, the E % of the NW 1/4, the NE 1/4 of the
SW 1/4 of Section 16, and W ' of the NW 1/4 and the NW 1/4 of the SW 1/4 of

Section 16, less that portion described as follows:

Beginning at a point on the line between Sections 16 and 17, Township 33 South,
Range 7 V2 East, Willamette Meridian where a stream known as Anna Creek Slough
crosses said section line and which point is 5.6 chains, more or less, South of the
Corner of Sections 8, 9, 16 and 17, of said Township and Range; thence south along
the section line between said Sections 16 and 17, a distance of 56.25 chains, more or
less, to the Northwest corner of the SW 1/4 of the SW 1/4 of Section 16; thence East
along the North line of the SW 1/4 of the SW 1/4 of said Section 16, a distance of
14.12 chains, more or less, to the center of the channel of Anna Creek Slough; thence
Northwesterly along the center of the said channel to the point of beginning; being that
portion of the West half of the NW 1/4 and of the NW 1/4 of the SW 1/4 of Section 16,
Township 33 South, Range 7 %2 East, Willamette Meridian, lying Southwesterly from
the Anna Creek Slough.
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PARCEL 2:

The S % of the SW 1/4 and the SW 1/4 of the SE 1/4 of Section 16; the SW 1/4, the
N % of the NW 1/4, the SW 1/4 of the NW 1/4, the NW 1/4 of the NE 1/4 and the
E % of the NE 1/4, in Section 21; all in Township 33 South, Range 7 4 East,

Willamette Meridian, Klamath County, Oregon.

EXCEPTING THEREFROM: Two acres, more or less, in the SW 1/4 SE 1/4 of
Section 16, Township 33 South, Range 7 % East, Willamette Meridian, more

particularly described as follows: Commencing at the Southeast corner of said SW 1/4
SE 1/4; thence North a distance of 418 feet; thence West a distance of 209 feet; thence
South a distance of 418 feet; thence East a distance of 209 feet to the place of
beginning, being the same property conveyed to School District No. 7 by Deed
recorded March 12, 1888 in Volume 3 at page 497 of Klamath County, Oregon Deed
Records.

ALSO EXCEPTING THEREFROM: a strip of land 400 feet in width off the East side
of the NE 1/4 NE 1/4, Section 21.

AND EXCEPTING a parcel described as: Beginning at a point 1,180 feet North of the
Southeast corner of the NE 1/4 of Section 21, Township 33 South, Range 7 /4 East,

Willamette Meridian; thence West 175 feet; thence North 110 feet; thence East
175 feet; thence South 110 feet to the point of beginning.

AND EXCEPTING a parcel described as: Beginning at a point 1,180 feet North of and
175 feet West of the Southeast corner of the NE 1/4 of Section 21, Township 33 South,
Range 7 2 East, Willamette Meridian; thence running West 200.5 feet; thence North

110 feet; thence East 200.5 feet; thence South 110 feet to the point of beginning.
AND EXCEPTING THEREFROM any portion lying within Nicholson Road.

PARCEL 3:

Two acres, more or less, in Lot 4, Section 16, Township 33 South, Range 7 '» East,
Willamette Meridian, more particularly described as follows: Commencing at the
Southwest corner of said Lot 4; thence East a distance of 210 feet; thence North a
distance of 420 feet; thence West 210 feet; thence South 420 feet to the place of
beginning, being the same property deeded to the Directors of School District No. 7 by
Deed recorded March 12, 1888, in Volume 3, page 495 of Klamath County, Oregon
Deed Records.
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EXCEPTING THEREFROM any portion lying within Nicholson Road.

and

Two acres, more or less, in the SW 1/4 SE 1/4 of Section 16, Township 33 South,
Range 7 ¥ East, Willamette Meridian, more particularly described as follows:
Commencing at the Southeast corner of said SW 1/4 SE 1/4; thence North a distance of
418 feet; thence West a distance of 209 feet; thence South a distance of 418 feet: thence
East a distance of 209 feet to the place of beginning, being the same property conveyed
to School District No. 7 by Deed recorded March 12, 1888 in Volume 3 at page 497 of
Klamath County, Oregon Deed Records.
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EXHIBIT B

LIVESTOCK HANDLING EQUIPMENT

31451

DESCRIPTION MANUFACTURER SERIAL NUMBER MODEL NUMBER
30,000 Ib. Electric Scale Fairbanks-Morse 3215 F

50,000 ib. Electric Scale Fairbanks-Murphy-Cardinal 41685 3034-SR

(2) Hydrolic Squeeze Chutes

Misc. Panels Powder River

Misc. Gates

Powder River
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EXHIBIT C

FINANCING STATEMENT SUMMARY

McAullffe Ranch
Klamath County, OR
WATER RIGHT SUMMARY
Primary Supplemental
Amount Water Right Water Right Pricrity pplicatio Pearmit Certificate Parmittes
Section Sourge {CF8) Acres Acres Date Number Number Numbsr Name
—=slion
16 Anna Creek 10.14 315.00 Aprit 1898 D 1107 1107 James Pelton
16 Anna Creek 10.14 45.00 April 1891 D 1107 1107 James Pelton
21 Anna Creek 2.00 160.00 Aprit 1888 D 1104 1104 W.E. Nichoison
16 Wood River 0.10 8.00 October 1926 D 7288 7288 C.E. Hoyt
21 Wood River 4.33 81.30 May 1914 D 10934 10934 L.C. Sisemore
16 Wood River 24.89 79.20 253.80 October 1924 S69881 76152 Wood River Dist. improv. Co.
21 Wood River 24.89 150.90 160.00 October 1924 $6981 76152 Wood River Dist. Improv. Co.
16 Anna Creek 1.50 6.00 November 1898 D 1085 1085 L.A. Brannan
otal Acres 84540 413.80

State of Oregon, County of Klamath
Recorded 06/29/01, at //.0§a . m.

In Vol. MO1 Page 3/43s

Linda Smith,

County Clerk Fee$_J 3/ %
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