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LINE OF\CREDIT INSTRUMENT

LINE OF CREDIT DEED OF TRUST. (A) This Deed of Trust is a LINE OF CREDIT INSTRUMENT. (B} The maximum principal amount to be
advanced pursuant to the Credit Agresment is $20,000.00. (C) The term of the Cradit Agresment commences on the date of this Deed of
Trust and ends on .

THIS DEED OF TRUST Iis dated May 24, 2004, among LANCE E WATSON and KEM T WATSON, HUSBAND AND
WIFE ("Grantor™); Sterling Savings Bank, whose address Is Klamath Falls - Main, 540 Mein 8t, Klamath Falls, OR
97601 (referred to below sometimes as "Lender” and sometimes as “Beneficlary®); and ASPEN TITLE INSURANCE
CO., whose address is 525 MAIN ST, KLAMATH FALLS , OR 97601 (referred to below as "Trustes”).

Conveyance and Grant. vaMoeononﬂon,rmumhdhﬁnMAmndnodMlyu, 2004, In the original principal
lmountof020.000.00.fmnGrumrtoLondu.Gnntoreonm-memformm.ﬂtofLm.rulmﬂahrydlofGrantor'l right,
title, and interest In and to the following described real property, together with all existing or subssquently erectsd or affixed buildings,
improvements and fixtures; all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in
utilities with ditch or irrigation rights); and all other rights, royalties, and profits relating to the real rty, including without limitation all
minerals, oil, gas, gecthermal and similar matters, (the "Real Property™) located in KLAMA iﬂ County, State of Oregon:

THE N 1/2 N 1/2 NE 1/4 OF SECTION 19, TOWNSHIP 38 SOUTH, RANGE 11 EAST OF THE WILLAMETTE
MERIDIAN, KLAMATH COUNTY, OREGON.

The Real Property or its address Is commonly known as 4717 HASKINS RD, BONANZA, OR 97623. The Real
Property tax ldentification number is R455732 & R586609

Revolving Line of Credit. mw,mmww-mmnmmm.mmm.um
ofTrustuouruauvolvhghoofcndt,anhoblmLmdummkondvmmtuﬂmnbngu&mmmmhowlﬂnlﬂu
terms of the Credit Agresment. Suehldnnoumlybomldo.M.Mmmmhm,wwbmohwmmow
ouhundhgbdanuowhgltlnyom&m.nothchdhuﬂnlmoeh-guonunhb.hne-atuﬂudorvuﬂ:hmormuprovldodh
thoCrodItAwumom.unyumponrywmgu.oﬂltchlrou.lndlnylmomuupmdodorldvmudupmldodhdlhuﬂn
Indolmdmupannnphotml-pnmnph.lhllnotoxeudm&odltunltupmldodhmocnthmom. it is the Intention of
GnntormdLondorﬂlanhbDndoanutmmohmmunhgmdumoMAmﬁom&mh&mmzcroupm
the Credit Limit as provided in this Deed of Trust and any intermediate balance.

Grantor pressntly assigns to Lender (also known as Beneficiary in this Deed of Trust) all of Grantor's right, title, and interest in and to all present
and future leases of the Property and ail Rents from the Property. In addition, Grantor grants to Lender a Uniform Commerclal Code security
interest in the Parsonal Property and Rents.

THISDE)OFTHUST.INCLUDINGTHEASSIGNHTOFRENTSANDTHESECUHI’I’YINTEREGTNTHEHTSANDPEBONALPHOPE!TY.
IS GIVEN TO S8ECURE (1) PAYMENT OF THE INDEBTEDNESS AND (2) PERFORMANCE OF EACH OF GRANTOR'S AGREEMENTS AND
OBLIGATIONS UNDER THE CREDIT AGREEMENT, THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS DEED OF TRUST IS GIVEN
AND ACCEPTED ON THE FOLLOWING TERMS:

Payment and Performance. Except as otherwise provided in this Dsed of Trust, Grantor shall pay to Lender all amounts sscured by this
Deed of Trust as they become due, and shall strictly and in a timely manner perform ell of Grantor's obligations under the Credit
Agreement, this Deed of Trust, and the Related Documents.

Posssssion and Maintenance of the Property. Grantor agrees that Grantor's posssssion and use of the Property shall be governed by the
following provisions:

Possession and Uss. Until the occurrence of an Event of Default, Grantor may (a) remain In poasassion and control of the Property;
(b} use, operate or manage the Property; and (c) collect the Rants from the Property. The following provisions relate to the use of
the Property or to other limitations on the Property. THIS INSTRUMENT WILL NOT ALLOW USE OF THE PROPERTY DESCRIBED IN
THIS INSTRUMENT IN VIOLATION OF APPLICABLE LAND USE LAWS AND REGULATIONS. BEFORE SIGNING OR ACCEPTING THIS
INSTRUMENT, THE PERSON ACQUIRING FEE TITLE TO THE PROPERTY SHOULD CHECK WITH THE APPROPRIATE CITY OR
COUNTY PLANNING DEPARTMENT TO VERIFY APPROVED USES AND TO DETERMINE ANY LIMITS ON LAWSUITS AGAINST
FARMING OR FOREST PRACTICES AS DEFINED IN ORS 30.930.

Duty to Maintaln. Grantor shall maintsin the Property In good condition and promptly perform all repairs, repiacements, and
maintenance necessary to preserve its valua.

Compliance With Enviconmental Laws. Grantor represents and warrants to Lender that: (a) During the period of Grantor's ownership
of the Property, there hes besn no use, generation, menufacture, storage, treatment, disposal, releass or threatened releass of any
Hazerdous Substance by any person on, under, about or from the Propsrty; (b} Grantor has no knowledge of, or reason to believe
that there has been, except as previously disciossd to and acknowledged by Lender in writing, () any breach or violstion of any
Environmental Laws, (i) any use, generation, manufacture, storage, treatment, disposal, release or threatened releass of any
Hazardous Substance on, under, about or from the Property by any prior owners or occupants of the Property, or {iil} any actusl or
threatened litigation or claims of any kind by any person relating to such matters; and (c) Except as previously disclosed to and
acknowledged by Lender in writing, (i) neither Grantor nor any tenant, contractor, agent or other authorized user of the Property shall
use, gensrate, manufacture, store, treat, dispose of or release any Hazerdous Substance on, under, about or from the Property; and
() any such sctlvity shall be conducted in compliance with all applicable federal, stats, and iocal laws, regulations and ordinances,
including without limitation all Environmental Laws. Grantor authorizes Lender and its agents to enter upon the Property to make such
inspections and tests, at Grantor's expense, as Lender may desm appropriste to determine compliance of the Property with this
section of the Deed of Trust. Any inspections or tests made by Lender shall be for Lender's purposss only and shall not be construed
to create any responsibility or liability on the part of Lender to Grantor or to any other person. The representations and warranties
contained herein are based on Grantor's due diligence In investigating the Property for Hazardous Substances. Grantor hereby (a)
relesses and waives any futurs claims against Lender for indemnity or contribution in the event Grantor becomes liable for cleanup or
other costs under any such laws; and (b} agrees to indemnify and hold harmless Lender against any and all claims, losses, liabillties,
damages, penaities, and expenses which Lender may directly 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, manufacturs, storage, disposal, release or threataned release occurring
prior to Grantor's ownership or interest in the Property, whether or not the seme was or should have been known to Grantor. The
provisions of this section of the Deed of Trust, Including the obligation to indemnify, shall survive the payment of the Indebtedness and
' the satisfaction and reconveyance of the lian of this Deed of Trust and shall not be affected by Lender's acquisition of any interest In
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" the Property, whather by foreclosura or otherwise.

Nulsance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, permit, or suffer any stripping of or waste on
or to the Property or any portion of the Proparty. Without limiting the generality of the foregoing, Grantor will not remove, or grant to
any other party the right to remove, any timber, minerals (including il and gas), coal, clay, scoria, soll, gravel or rock products without
Lender's prior written consent.

Removal of improvements. Grantor shall not demolish or remove any Improvements from the Real Property without Lender's prior
written consent. As a condition to the removal of any Improvements, Lendsr may require Grantor to make arrangements satisfactory
to Lender to replace such Improvements with Improvements of at least equal value.

Lender's Right to Enter. Lender and Lender's agents and repressntatives may enter upon the Real Property at all reasonable times to
attend to Lender's interests and to inspect the Real Property for purposss of Grantor's complisnce with the terms and conditions of
. this Deed of Trust.

Compliance with Govenmental Requirements. Grantor shall promptly comply with all laws, ordinances, and regulations, now or
hereafter in effect, of all governmental authorities applicsble to the use or occupancy of the Property. Grantor may contest In good
faith any such law, ordinance, or regulation and withhold compliance during any procesding, including appropriate appeals, so long as
Grantor has notified Lender in writing prior to doing so and so long as, in Lender's sole opinion, Lender's interests in the Property are
not jeopardized. Lender may requirs Grantor to post adequate security or & surety bond, reasonably satisfactory to Lender, to protsct
Lender's interest.

Duty to Protect. Grantor agrees neither to abandon or lsave unsttended 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 protect and
presarve the Property.

Due on Sale - Consent By Lender. Lender may, at Lender's option, deciere immedistely due and payable all sums secured by this Deed of
Trust upon the sale or transfer, without Lender's prior written consent, of all or any part of the Real Property, or any Intarest in the Real
Property. A "sale or transfer" means the conveysnce of Real Property or any right, title or interest in the Real Property; whether legal,
beneficial or equitable; whether voluntary or involuntary; whether by outright sale, deed, instaliment sale contract, land contract, contract
for deed, leasshold intarest with a term greatsr than three {3} years, lease-option contract, or by sale, assignment, or transfer of any
beneficial interest in or to any land trust holding title to the Real Property, or by any other method of conveyance of an interest in the Real
Property. However, this option shall not be exercised by Lender if such exercise is prohibited by federal law or by Oregon law.

Taxes and Liens. The following provisions relating to the taxes and llens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay when due (and in all svents prior to delinquency) all taxes, special taxes, assessments, charges {including
water and sswer), fines and Impositions levied against or on account of the Property, and shall pay when due all claims for work done
on or for services rendsred or material furnished to the Property. Grantor shall maintain the Property free of all lisns having priority
over or equal to the interest of Lender under this Desd of Trust, except for the lien of taxes and assessments not due, except for the
Existing Indebtadness referred to below, and except as otherwise provided in this Deed of Trust.

Right to Contest. Grantor may withhokd payment of any tax, assessment, or claim in connection with a good faith dispute over the
obligation to pay, so long as Lender's interest in the Property is not jeopardized. If s lien arises or is filed as a result of nonpayment,
Grantor shall within fifteen (16) days after the lisn arises or, if a lien is filed, within fifteen (16) days after Grantor has notice of the
filing, secure the discharge of the lien, or if requested by Lender, deposit with Lender cash or a sufficient corporste surety bond or
other security satisfactory to Lender in an amount sufficient to discharge the llen plus any costs and attomneys' fees, or other charges
that could accrue as a result of a foreclosure or sale under the lisn. In any contest, Grantor shall defend itself and Lender and shall
satisfy any adverse judgment befors enforcement against the Property. Grantor shall name Lender as an additional obliges under any
surety bond furnished in the contest procesdings.

Evidence of Payment. Grantor shall upon demand furnish to Lender satisfactory svidence of payment of the taxes or assessments and
shall authorize the appropriate governmental officlal to deliver to Lander at any time a written statement of the taxes and asssssments

against the Property.

Notice of Construction. Grantor shall notify Lender at least fifteen (15) days before any work s commenced, any services are
furnished, or any materials ars supplied to the Property, if any mechanic's llen, materiaimen's lien, or other lisn could be asserted on
account of the work, services, or materials. Grantor will upon request of Lender furnish to Lender advance assurances satisfactory to
Lender that Grantor can and will pay the cost of such improvements.

Property Damage Insurance. The following provisions relating to insuring the Property are a part of this Desd of Trust.

Maintenancs of Insurance. Grantor shall procurs and maintain policies of fire insurance with standard extsnded coverage
endorsements on a replacement basis for the full insurable valus covering sll Improvements on the Real Property in an amount
sufficient to avoid application of any coinsurance clause, and with a standard mortgagee clause in favor of Lender, togsther with such
other hazard and liability insurance as Lender may reasonably require. Policies shall be written in form, amounts, coverages and basis
reasonably acceptable to Lender and issued by a company or companies reasonably acceptable to Lender. Grantor, upon request of
Lender, will deliver to Lender from time to time the policies or certificates of insurance In form satisfactory to Lender, including
stipulations that coverages will not be cancelled or diminished without st least ten (10) days prior written notice to Lender. Each
insurance policy alsoc shall include an endorsement providing that coversge in favor of Lender will not be impaired in any way by any
act, omission or default of Grantor or any other person. Should tha Real Property be located in an area designated by the Director of
the Federal Emergency Management Agency as a special flood hazard area, Grantor agrees to obtain and maintain Federal Flood
Insurance, If available, within 45 days after notice Is given by Lender that the Property is located in a special fliood hazard area, for the
full unpeid principal balancs of the loan and any prior lisns on the property securing the loan, up to the maximum policy limits set under
the National Flood insurance Program, or as otherwise required by Lender, and to maintain such insurance for the term of the loan.

of Proceeds. Grantor shall promptly notify Lender of any loss or damage to tha Property. Lender may make proof of loas if
Grantor fails to do so within fifteen (15) days of the casualty. Whather or not Lender's sacurity Is impaired, Lender may, at Lender's
slection, receive and retain the proceeds of any insurance and apply the proceeds to the reduction of the indebtedness, payment of
. any lisn affecting the Property, or the restoration and repair of the Property. If Lender slects to apply the proceeds to restoration and
repair, Grantor shall repair or replace the damaged or destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon
satisfactory proof of such expenditure, pay or reimburse Grantor from the proceeds for the reasonable cost of repair or 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 to pay any amount owing to Lender
under this Deed of Trust, then to pay accrued intersst, and the remainder, if any, shall be applied to the principal balance of the
Indebtedness. If Lender holds any proceeds after payment in full of the Indebtedness, such proceeds shall be paid to Grantor as
Grantor's interests may appear.

Complance with Existing indebtedness. During the period in which any Existing Indebtedness described below is in effect, compliance

with the insurance provisions contained in the instrument evidencing such Existing Indebtedness shall constitute compliance with the

insurance provisions under this Deed of Trust, to the extent compliance with the terms of this Deed of Trust would constitute a

duplication of Insurance requirement. If any procesds from the insurance become payabie on loss, the provisions in this Deed of Trust
* for division of proceeds shall apply only to that portion of the procseds not payabie to the holder of the Existing indebtedness.

Lender's Expenditures. If Grantor fails (1) to keep the Property free of all taxss, liens, security interests, encumbrances, and other claims,
(2) to provide any required insurance on the Property, (3) to make repairs to the Property or to comply with any cbligation to maintain
Existing Indebtedness in good standing as required below, then Lender may do so. If any action or proceeding is commenced that would
materially affect Lender's interests In the Property, then Lender on Grantor's behalf may, but is not required to, take any action that Lender
believes to be appropriate to protsct Lender's interests. All expenses incurred or paki by Lender for such purposes will then bear interest at
the rate charged under the Cradit Agreement from the date incurred or pald by Lender to the date of repayment by Grantor. All such
expenses will become a part of the Indebtedness and, at Lender's option, will (1) be payable on demand; (2) be added to the balance of
the Credit Agreement and bs apportionad among and be payable with any instaliment payments to become due during either (a) the term
of any applicable insurance policy; or (b} the remaining tarm of the Credit Agreement; or (3) be treated as a balloon payment which will
be due and payable at the Credit Agresment’s maturity. The Dead of Trust also will secure payment of these amounts. The rights provided
fot in this paragraph shall be in addition to any other rights or any remedies to which Lender may be entitted on account of any defsuit.
Any such action by Lender shall not be construed as curing the default so as to bar Lender from any remedy that it ctherwise would have
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had.
Warranty; Defense of Title. The following provisions relating to ownership of the Property are a part of this Deed of Trust:

Title. Grantor warrants that: (a) Grantor holds good and marketable titie of record to the Property In fee simple, free and clesr of all
lisns and encumbrances other than those sst forth in the Real Property description or in the Existing Indebtedness section below or in

' any title insurance policy, title report, or final title opinion issued in favor of, and accepted by, Lender In connection with this Desd of
Trust, and (b) Grantor has the full right, power, and authority to executs and dativer this Deed of Trust to Lender.

Defenss of Title. Subject to the exception in the paragraph above, Gramtor warrants and will forever defend the title to the Property
against the lawtul claims of all persons. In the event any action or proceeding ls commenced that questions Grantor's title or the
interest of Trustes or Lender under this Desd of Trust, Grantor shall defend the action at Grantor's sxpense. Grantor may be the
nominal party in such proceeding, but Lender shall be entitied to participste in the proceading and to be represented In the proceeding
by counssl of Lender's own choice, and Grantor will deliver, or cause to be delivered, to Lender such instruments as Lender may
request from time to tims to permit such participation.

Complisnce With Laws. Grantor warrants that the Property and Grantor's use of the Property complies with all existing applicable
laws, ordinances, and ragulations of governmental authorities.

. Survival of Promises. All promises, agreements, and statements Grantor has made in this Deed of Trust shall survive the execution
and delivery of this Deed of Trust, shall be continuing in nature and shall remain in full force and effect until such time as Grantor's
Indabtedness is paid in full.

Existing Indebtednsas. The following provisions concerning Existing Indebtedness are a part of this Dead of Trust:

Existing Lien. The lien of this Desd of Trust securing the Indebtsdness may be secondary and inferior to an existing lien. Grantor
expressly covenants and agrees to pay, or ses to the payment of, the Existing Indebtedness and to prevent any default on such
indebtedness, any default under the instruments svidencing such indebtedness, or any default under any sscurity documents for such
indebtedness.

No Modification. Grantor shall not enter into any agreement with the holder of any mortgage, deed of trust, or other sscurity

agresment which has priority over this Deed of Trust by which that agreement is modified, amended, extended, or renewsd without

the prior written consent of Lender. Grantor shall neither request nor accept any futurs advances under any such security agreement
' without the prior written consent of Lender.

Condemnation. The following provisions relating to condemnation proceedings are a part of this Deed of Trust:

Procesdings. If any proceeding in condemnation is filed, Grantor shall promptly notify Lender in writing, and Grantor shall promptly
take such steps as may be necessary to defend the sction and obtain the award. Grantor may be the nominal party In such
procesding, but Lender shall be entitied to participate in the proceeding and to be represanted in the proceeding by counsel of its own
choice, and Grantor will deliver or csuse to be delivered to Lender such instruments and documentstion as may be requestsd by
Lender from time to time to permit such participation.

Appfication of Net Procesds. If all or any part of the Property is condemned by eminent domain proceedings or by any proceesding or
purchase in lisu of condemnation, Lender may et its slection require that all or any portion of the net proceeds of the award be applied
to the Indebtedness or the repair or restoration of the Property. The net proceeds of the award shall mean the award after payment of
all reasonable costs, axpenses, and attorneya’ fess incurred by Trustes or Lender In connsction with the condemnation.

imposition of Taxes, Fess and Charges By Governmental Authorities. The following provisions relating to governmental taxes, fees and
charges are a part of this Dead of Trust:

Current Taxes, Fess and Charges. Upon request by Lender, Grantor shall execute such documents in addition to this Deed of Trust
and take whatever other action is requested by Lender to perfect and continus Lender's lisn on the Real Property. Grantor shall
reimburse Lander for all taxes, as described below, togsther with all expenses Incurred in recording, perfecting or continuing this Deed
of Trust, including without limitation all taxes, fees, documentary stamps, and other charges for recording or registering this Deed of
Trust.

Taxes. The foliowing 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 is authorized or
required to deduct from payments on the Indebtedness secured by this typs of Deed of Trust; {(c) a tax on this type of Deed of Trust
chargeable against the Lender or the holder of the Credit Agresment; and (d) a specific tax on all or any portion of the Indebtedness
or on payments of principal and Interest made by Grantor,

Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the date of this Deed of Trust, this event shall
have the same sffect as an Event of Default, and Lendsr may exercise any or all of its available remedies for an Event of Default as
provided below unless Grantor either (a) pays the tax before it becomes delinquent, or (b} contests the tax as provided above in the
Taxes and Liens section and deposits with Lendsr cash or a sufficient corporate surety bond or other security satisfactory to Lender.

Security Agresment; Financing Statements. The following provisions relating to this Deed of Trust as a security agresment are a part of
this Deed of Trust:

Security Agresment. This instrument shall constitute a Security Agreement to the extsnt any of the Property constitutes fixtures, and
Lender shail have ali of the rights of a secured party under the Uniform Commercial Code as amended from time to time.

- Security intersat. Upon raquest by Lender, Grantor shall execute financing statements and take whatever other action is requested by
Lender to perfect and continue Lander's security interest in the Personal Property. In addition to recording this Deed of Trust in the
real property reccrds, Lendar may, at any time and without further authorization from Grantor, file executed countsrparts, coples or
reproductions of this Desd of Trust as a financing statement. Grantor shall reimburse Lender for all expenses incurred in perfecting or
continuing this security interest. Upon default, Grantor shall not remave, sever or detach the Personal Property from the Property.
Upon default, Grantor shall assemble any Personal Property not affixed to the Property In a manner and at a place reasonably
convenient to Grantor and Lender and make it available to Lender within thres (3) days after receipt of written demand from Lender to
the extent permittsd by applicable law.

Addresses. The mailing addresses of Grantor {debtor} and Lender (secured party) from which information conceming the security
interest granted by this Deed of Trust may be obtained {each as required by the Uniform Commaercial Code) are as stated on the first
page of this Deed of Trust.

Further Assurances; Attomey-in-Fact. The following provisions relating to further assurances and attorney-in-fact are a part of this Deed of
Trust:

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, executs and deliver, or will cause
to be made, exacuted or delivered, to Lender or to Lander’s designes, and when requested by Lender, cause to be filed, recorded,
refiled, or rerecorded, as the case may be, at such times and in such offices and places as Lender may desm appropriats, any and all
such mortgages, desds of trust, security deeds, security agresments, financing statsments, continuation statements, instruments of
further assurance, certificates, and other documents as may, in the sole opinion of Lander, be necessary or desirable in order to
effactuate, compists, perfect, continue, or preserve (a) Grantor's obligations under the Credit Agreement, this Deed of Trust, and the
Related Documents, and (b} the lisns and security interests created by this Deed of Trust on the Property, whether now owned or
hereafter acquired by Grantor. Unless prohibited by law or Lender agrees to the contrary in writing, Grantor shall reimburse Lander for
all costs and expensas incurred in connection with the matters referred to in this paragraph.

. Attomey-in-Fact. If Grantor falls to do any of the things referred to in the preceding paragraph, Lender may do so for and in the name
of Grantor and at Grantor's expenss. For such purposes, Grantor hereby irevocably appoints Lender as Grantor's attorney-in-fact for
the purpose of making, executing, delivering, filing, recording, and doing all other things as may be necessary or desirable, in Lender's
sole opinion, to accomplish the mattars referred to in the praceding paragraph.

Full Performance. |f Grantor pays all the Indsbtedness when due, terminates the credit line account, and otherwise performs all the
obligations imposed upon Grantor under this Deed of Trust, Lender shall exacute and deliver to Trustes a request for ful reconveyance and
shall execute and deliver to Grantor suitable ststements of termination of any financing statsment on flle evidencing Lender’'s security
interest in the Rents and the Personal Property. Any reconveyance fee raquired by law shall be paid by Grantor, if permitted by applicable
law.
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Events of Default. Grantor will be In default under this Deed of Trust if any of the following happsn: (1) Grantor commits fraud or makes
a material misreprasentation at any time in connection with the Cradit Agresment. This can include, for example, a false statement about
Grantor's income, assets, liabilities, or any other aspects of Grantor's financial condition. (2) Grantor does not meet the repayment terms
of the Credit Agresment. (3) Grantor's action or inaction adversely affects the collateral or Lender's rights in the collateral. This can
include, for example, failure to maintain required insurance, waste or destructive use of the dwelling, failure to pay taxes, death of all
persons liable on the account, transfer of title or sale of the dwelling, creation of a senior lisn on the dwelling without Lender's pesrmission,
forsclosure by the holder of ancther lien, or the use of funds or the dwelling for prohibited purposes.

Rights and Remadies on Default. If an Event of Default occurs under this Deed of Trust, at any time thereafter, Trustee or Lendsr may
exercise any one or more of the following rights and remedies:

Election of Remedles. All of Lender's rights and remedies will be cumulative and may be exercised alons or together. An election by
Lender to choose any one remedy will not bar Lander from using any other remedy. If Lender decldes to spend money or to perform
any of Grantor's obligations under this Deed of Trust, after Grantor's failure to do 8o, that decision by Lender will not affect Lender's
right to declare Grantor in default and to exercise Lendar's remedles.

Accelerate indebtedness. Lender shall have the right et its option without notice to Grantor to declare the entire Indebtedness
immediatsly due and payable.

Foreclosure. With respect to all or any part of the Real Property, the Trustee shall have the right to foraciose by notice and sale, and
Lender shall have the right to forsciose by judicial foreclosurs, in either case in accordance with and to the full extent provided by
applicable iaw. If this Deed of Trust is foreclosed by judicial foreciosure, Lender will be entitied to a jJudgment which will provide that
if the foreclosure sale proceeds are insufficlent to satisfy the judgment, execution may issue for the amount of the unpaid balance of
the judgment.

UCC Remedles. With respect to all or any part of the Personal Property, Lander shall have all the rights and remedies of a secured
party under the Uniform Commercial Code.

Collect Rents. Lender shail have the right, without notice to Grantor to take possession of and manage the Property and collect the
Rents, Including amounts past due and unpald, and apply the net proceeds, over and above Lender's costs, against the Indebtedness.
In furtherance of this right, Lender may requirs any tenant or other user of the Property to make payments of rent or use fees directly

- to Lender. If the Rents are collected by Lender, then Grantor irrevocably designates Lender as Grantor's attorney-in-fact to endorse
Instruments received in payment thereof in the name of Grantor and to negotiate the same and collect the proceeds. Payments by
tenants or other users to Lender in response to Lender's demand shall satisfy the obligations for which the payments are made,
whether or not any proper grounds for the demand existed. Lender may exercise its rights under this subparagraph either in person,
by agent, or through a receiver.

Appoint Recelver. Lender shall have the right to have a receiver appointed to take possession of all or any part of the Property, with
the power to protect and pressrve the Property, to operate the Property preceding foreclosure or sale, and to collect the Rents from
the Property and apply the proceeds, over and sbove the cost of the receivership, against the Indebtedness. The recalver may serve
without bond if permitted by law. Lender's right to the appointment of a receiver shall exist whether or not the apparent value of the
Property exceeds the Indebtedness by a substantial amount. Employment by Lsnder shall not disqualify a person from serving as a
receiver.

. Tenancy at Sufferance. If Grantor remains in possession of the Property after the Property is sold as provided above or Lender
otherwise becomes entitied to possession of the Property upon default of Grantor, Grantor shall becoms a tenant at sufferance of
Lender or the purchaser of the Property and shall, at Lender's option, either (a) pay a reasonable rental for the uss of the Property, or
{b) vacate the Property immediatsly upon the demand of Lender.

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

Notice of Sale. Lender shall give Grantor reasonable notice of the time and place of any public sale of the Personal Property or of the
time after which any priveta sale or other intended disposition of the Personal Property is to be made. Reasonable notice shall mean
notice given at least fifteen (15) days before the time of the sale or disposition. Any sale of the Psrsonal Property may be made in
conjunction with any sale of the Real Property.

Sals of the Property. To the extent permitted by applicable law, Grantor hereby waives any and all rights to have the Property
' marshalied. in exercising its rights and remedies, the Trustes or Lender shall be fres to sell all or any part of the Property together or
separatsly, in one sale or by separate sales. Lender shall be entitied to bid at any public sale on all or any portion of the Property.

Attomneys' Fees; Expensss. If Lender institutes any suit or action to enforce any of the terms of this Deed of Trust, Lender shall be
entitied to recover such sum as the court may adjudge reasonable as attorneys' fees et trial and upon any appeal. Whether or not any
court action is involved, and to the sxtent not prohibited by law, all reasonable expenses Lender incurs that in Lender's opinion are
necessary at any time for the protection of its intsrest or the enforcement of its rights shall become a part of the Indebtedness payabils
on demand and shall bear interest st the Credit Agresment rate from the date of the expenditure until repaid. Expenses covered by
this paragraph Include, without limitation, however subject to any limits under applicable law, Lender's attorneys’ fees and Lender's
legal expenses, whether or not there is a lawsult, including attorneys' fees and expenses for bankruptcy proceedings {including efforts
to modify or vacate any automatic stay or injunction), appeals, and any anticipated post-judgment collection services, the cost of
searching records, obtaining title reports (including foreclosure reports), surveyors' reports, and appraisal fees, title insurance, and fees
for the Trustee, to the extent permitted by applicable law. Grantor also will pay any court costs, in addition to all other sums provided
by law.

Rights of Trustes. Trustee shall havs all of the rights and duties of Lender as set forth in this section.

Powers and Obligations of Trustes. The following provisions relating to the powers and obligations of Trustse are part of this Dead of
Trust:

Powers of Trustes. in addition to all powers of Trustee arising as a matter of law, Trustes shall have the power to take the following
actions with respect to the Property upon the writtan requsst of Lender and Grantor: {a) jon in preparing and filing a map or piat of
the Real Property, including the dedication of streets or other rights to the public; (b) join in granting any sassment or creating any
restriction on the Real Property; and (c) join in any subordination or other agresment affecting this Deed of Trust or the interest of
Lender under this Deed of Trust.

Obligations to Notty. Trustee shall not be obligated to notify any other perty of a pending sale under any other trust deed or lien, or of
any action or proceeding in which Grantor, Lender, or Trustes shall be a party, uniess the action or procesding Is brought by Trustee.

Trustee. Trustee shall mest all qualifications required for Trustee under applicable law. In sddition to the rights and remedies set forth
above, with respect to all or any part of the Property, the Trustee shall have the right to foreclose by notice and sale, and Lender will
have the right to foreclose by judicial forecloaure, in either case in accordance with end to the full extent provided by applicable law.

Successor Trustes. Londer, at Lender's option, may from time to time appoint a successor Trustee to any Trustee appointsd under
this Deed of Trust by an instrument executed and acknowledged by Lender and recorded In the office of the recordsr of KLAMATH
County, State of Oregon. The instrument shall contain, In addition to all other matters required by state law, the names of the original
Lender, Trustee, and Grantor, the book and page where this Deed of Trust is recorded, and the name and address of the successor
trustes, and the instrument shall be executsd and acknowledged by Lender or its successors in interest. The successor trustes,
without conveyance of the Property, shall succeed to all the title, power, and duties conferred upon the Trustee in this Deed of Trust
end by applicable law. This procedure for substitution of Trustas shall govern to the exclusion of all other provisions for substitution.

Notices. Any notice required to be given under this Deed of Trust, including without limitation any notice of default and any notice of sale
shall be given in writing, and shall be effective when actually deliversd, when actually received by talefacsimlle (unless otherwise required
by law), when deposited with a nationally recognized overnight courler, or, f malled, when deposited in the United States mail, as first
class, certified or registered mail postage prepaid, directed to the addresses shown near the beginning of this Desd of Trust. All coples of
notices of foreclosure from the hoider of any lisn which has priority over this Deed of Trust shall be sent to Lender's address, as shown
near the beginning of this Deed of Trust. Any person may change his or her address for notices under this Deed of Trust by giving formal
written notice to the other person or persons, specifying that the purpose of the notice is to change the person's address. For notice
purpases, Grantor agrees to keep Lander informed at all times of Grantor's current address. Unless otherwise provided or required by law,
if there is more than one Grantor, any notice given by Lender to any Grantor is deemed to be notice given to all Grantors. It wil be
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Grantor's responsibility to tell tha others of the notice from Lander.
Miscellaneous Provislons. The following miscellaneous provisions are a part of this Deed of Trust:

Amendments. What is written in this Deed of Trust and in the Rslatsd Documents is Grantor's entire agreement with Lender
concerning the metters covered by this Deed of Trust. To be effective, any change or amendment to this Dead of Trust must be In
writing and must be signed by whoever will be bound or obligated by the changs or amendment.

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

Morger. There shall bs no merger of the interest or estate created by this Deed of Trust with any other interest or estats in the
Property at any time held by or for the banefit of Lender In any capacity, without the written consent of Lender.

Governing Law. ThllDoodoanutwllbogownodbynndhurpmodlnlmrdmowlﬂmhdonlhwandﬂuhwuofﬂnhuof
Oregon. THlDudoanuthubunmcprchndorhmsmﬁ&qon.

Cholcs of Venue. If thers is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the courts of Klamath
County, State of Oregon.

Joint and Several Lisbility. AN obligations of Grantor under this Deed of Trust shall be Joint and several, and all references to Grantor
shall mean sach and every Grantor. This means that each Grantor signing below is responsible for all obligations in this Deed of Trust.

No Walver by Lender. Grantor understands Lender will not give up any of Lender's rights under this Deed of Trust unless Lander does

s0 in writing. The fact that Lender delays or omits to exercise any right will not mean that Lender has glven up that right. If Lender

does agree in writing to give up one of Lender's rights, that doss not mean Grantor will not have to comply with the other provisions

of this Deed of Trust. Grantor also understands that if Lender does consent to & request, that doss not mean that Grantor will not

have to get Lender's consent again if the situation happens again. Grantor further understands that just because Lender consents to

one or more of Grantor's requests, that does not mean Lender will be required to consent to any of Grantor's future requests. Grantor
* waives presentment, demand for payment, protest, and notice of dishonor.

Severabllity. If a court finds that any provision of this Deed of Trust Is not valid or should not be enforced, that fact by itself will not
mean thet the rest of this Deed of Trust will not be valid or enforced. Therefore, a court will enforce the rest of the provisions of this
Deed of Trust even if a provision of this Desd of Trust may be found to be invalid or unenforceable.

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest, this Deed of Trust
shall be binding upon and inure to the bensfit of the parties, their successors and assigns. If ownership of the Property becomes
vested in a person other than Grantor, Lender, without notice to Grantor, may deal! with Grantor's successors with rafersnce to this
Deed of Trust and the Indebtedness by way of forbearance or extenslon without releasing Grantor from the obligations of this Deed of
Trust or liabHity under the Indebtedness.

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

* Walve Jury. All parties to this Deed of Trust hereby waive the right to any jury trial in any action, proceeding, or counterclalm brought
by any party againat any other party.
Walver of Homsestead Exemption. Grantor hereby reieasss and waives all rights and benefits of the homestead examption laws of the
State of Oregon as to all Indebtedness secured by this Deed of Trust.

Definitions. The following words shall have the following meanings when used in this Deed of Trust;
Beneficlary. The word "Beneficiery™ means Sterling Savings Bank, and its successors and assigns.

Borrower. The word "Borrower” means LANCE E WATSON and KEM T WATSON, and all other persons and entities signing the Credit
Agreemant.

Credit Agreement. The words "Credit Agreement” mean the credit agresment dated May 24, 2004, with credit limit of
$20,000.00 from Grantor to Lender, togsther with all renewals of, sxtensions of, modifications of, refinancings of, consolidations

" of, and substitutions for the promissory note or agresment. The maturity date of the debt or debts sscured by this Deed of Trust Is
December 15, 2046.

Deed of Trust. The words "Desd of Trust” mean this Line of Credit instrument among Grantor, Lender, and Trustee, and includes
without limitation all assignment and sacurity interest provisions relating to the Personal Property and Rents.

Environmental Laws. The words "Environmental Laws™ mean any and afl state, federal and local statutes, regulations and ordinances
relating to the protection of human heaith or the environment, including without limitation the Comprshensive Environmental Response,
Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section 8601, et seq. ("CERCLA"), the Superfund Amendments and
Reauthorization Act of 1986, Pub. L. No. 99-488 ("SARA"), the Hazardous Materlals Transportation Act, 49 U.S.C. Section 1801, et
seq., the Rescurce Conservation and Recovery Act, 42 U.S.C. Section 8801, et s8q., or other applicable state or federal laws, rules,
or regulations adopted pursuant thereto or intended to protsct human health or the environment.

- Event of Default. The words "Event of Default” mean any of the events of default set forth In this Deed of Trust in the events of
default section of this Deed of Trust.

Existing Indebtedness. The words "Existing Indebtedness™ mean the indebtednass described in the Existing Liens- provision of this
Deed of Trust.

Grantor. The word "Grantor” means LANCE E WATSON and KEM T WATSON.

Hazardous Substances. The words "Hazardous Substances” mean materials that, because of their quantity, concentration or physical,
chemical or infectious characteristics, may causs or pose a present or potential hazard to human health or the environment when
improperly used, treated, stored, disposed of, generated, manufactured, transported or otherwiss handied. The words "Hazardous
Substances™ are used in their very broadest sense and include without limitation any and sl hazardous or toxic substances, matsrials
or waste as defined by or listed under the Environmental Laws. The term “Hazerdous Substances” siso includes, without limitation,
petroleum, including crude oll and any fraction thereof and asbestos.

ents. The word "Improvements™ means all existing and futurs improvements, buildings, structures, moblle homes affixed on
the Real Property, facllities, additions, replacements snd other construction on the Real Property.

Indebtednees. The word "indebtedness” means all principal, interest, and other amounts, costs and expenses payable under the Credit
Agresment or Related Documents, together with all renewals of, extensions of, modifications of, consolkiations of and substitutions
for the Credit Agresment or Related Documents and any amounts expended or advanced by Lender to dlscharge Grantor's obligations
or expensas incurred by Trustes or Lander to enforce Grantor's obligations under this Deed of Trust, together with interest on such
amounts as provided in this Deed of Trust.

Lender. The word “"Lender™ means Sterling Savings Bank, its successors and assigns. The words "successors or assigns™ mean any
person or company that acquires any intsrest in the Credit Agreement.

Personal Property. The words “Personal Property” mean all equipment, fixtures, and other articles of personal property now or
hereafter owned by Grantor, and now or hersafter attached or affixed to the Real Property; together with all accessions, parts, and
additions to, all replacements of, end all substitutions for, any of such property; and together with all procesds (Including without
limitation all Insurance proceeds and refunds of premiums) from any sale 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 real property, interssts and rights, as further described In this Deed of Trust.

Related Documents. The words "Related Documents™ mean all promissory notes, credit agreements, loan agreements, environmental
agreements, guaranties, security agreements, mortgages, deeds of trust, sacurity deeds, collateral mortgages, and all other
instruments, agresments and documents, whether now or hersafter existing, executed in connection with the Indebtedness.

Rents. The word "Rents™ means all present and future rents, revsnues, income, issues, royalties, profits, and other benafits derived
from the Property.
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Trustee. The word "Trustsa” means ASPEN TITLE INSURANCE CO., whose address is 526 MAIN ST, KLAMATH FALLS ., OR 97801
and any substitute or successor trustees.

EACH GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH GRANTOR AGREES TO
IT8 TERMS.

GRANTOR:

x%ﬁma 'm XW

OFFICIAL SEAL
WES SPAHN

B

INDIVIDUAL ACKNOWLEDGMENT
rimor_Obon) w | QY oo

= MMISSION NO. 374904
COUNTY OF KL/MA‘{/{/\ ) MY COMMISSION EXPIRES NOV 20, 2007

On this day before me, the undersigned Notary Public, personally appsared LANCE E WATSON and KEM T WATSON, to me known to be the
individuals described in and who executed the Deed of Truat, and acknowledged that they signed the Deed of Trust as their fres and voluntery
act and deed, for the uses and

ntioned.
Given 2nT day of M .20 0\ .
£ Residing at Vo VLS
Notary Public In and folthé State of &L{GA— My commission expires ///24'1/4:7

REQUEST FOR FULL RECONVEYANCE
(To be used only when obligations have been pald in full)

To: , Trustee

The undersigned is the legal owner and holder of all Indebtedness secured by this Deed of Trust. All sums secured by this Deed of Trust
have been fully paid and satisfied. You are hereby directad, upon payment to you of any sums owing to you under the terms of this Dead
of Trust or pursuant to any applicable statuts, to cancel the Credit Agreement secured by this Deed of Trust (which is dellvered to you
together with this Deed of Trust), and to reconvey, without warranty, to the parties designated by the terms of this Deed of Trust, the
estats now held by you under this Deed of Trust. Pleass mail the reconveyance and Related Documents to:

Date: Beneficlary:
By:
Its:
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