2007-015778

Afler recording, return to: Klamath County, Oregon

U.S. Bank National Association

111 S.W. Fifth Avenue (T-8)
Portland, Oregon 97204
Attention: William James

The Tax Parcel Nos. for the real property 00030836200700157780120128
covered by this trust deed are 415223, .
415232,415241, 415250, 41 5278, 415269, 09/07/2007 08:33:30 AM ‘

415198, 415205, 725291, 786233, 415296,
415287, and 415303,

NI

In the event of any discrepancy between
the real property covered by said Tax
Account numbers and the legal description,
the legal description for the property

shall control.

TRUST DEED

Date: August 21, 2007

Grantor: HEATON STEEL & SUPPLY, INC., aka HEATON STEEL & SUPPLY
INC. aka HEATON STEEL & SUPPLY COMPANY aka HEATON
STEEL AND SUPPLY, INC., whose address is 428 Spring Street,
Klamath Falls, Oregon 97601

Trustee: U.S. BANK TRUST COMPANY, NATIONAL ASSOCIATION, whose
address is 111 S.W. Fifth Avenue, Portland, Oregon 97204

Beneficiary: U.S. BANK NATIONAL ASSOCIATION whose address is

111 S.W. Fifth Avenue (T-8), Portland, Oregon 97204

1 The Collateral. For valuable consideration, the receipt and sufficiency of

which hereby are acknowledged, Grantor hereby:

(a) mortgages, transfers, assigns, and conveys in trust to Trustee with power
of sale upon default for the benefit of Beneficiary all of Grantor’s ri ght, title, and interest
in the land in Klamath County, Oregon, legally described as in the attached Exhibit A
attached hereto and all buildings, structures, improvements, fixtures, minerals, timber and
timber rights, hydrocarbons, and landscaping now or hereafter located thereon, all roads,
rights-of-way, easements, access rights, water rights, appurtenances, tenements,
hereditaments, and licenses now or hereafter belonging thereto, and all leases, rents,
royalties, issues, profits, and proceeds therefrom, specifically including, but not limited
to, all insurance and condemnation proceeds and awards (all of the foregoing shall
collectively be referred to below as the “Property™), and

(b) conveys, transfers, and assigns to Beneficiary all of Grantor’s right, title,
and interest in existing and future leases, rental agreements, and similar contracts and all
maintenance, security, and service contracts relating to all or any part of the Property or
to the use or enjoyment thereof, any contracts for the sale of the Property, and all income,
royalties, rents, revenue, and profits arising from the Property (including the leasing and
rental thereof), and all rights and remedies related thereto, specifically including the right
to demand, sue for and/or collect rent and other payments due from lessees or guests,
subject only to a limited license reserved to Grantor to collect and properly apply said
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rents and payments prior to Grantor’s default, if any, hereunder ( collectively referred to
below as the “Leases and Contracts™).

The Property and the Leases and Contracts sometimes are referred to below collectively as the
“Collateral.”

2. Obligations Secured. The Collateral secures:

(a) Payment of the following promissory note, and any and all renewals,
modifications, or extensions thereof, whether or not evidenced by any new or additional
instruments: dated J anuary 25, 2005, in the face amount of $500,000 (as amended,
including an additional increase in the amount to $750,000, the "Note");

(b) Grantor’s obligation to perform Grantor’s covenants and agreements set
forth in this trust deed;

(c) Grantor’s obligation to pay or perform, as the case may be, all other
present or future debts, liabilities, or obligations of any kind or nature, direct or indirect,
of Grantor to Beneficiary, including, but not limited to, obligations under a January 25,
2005, Revolving Credit Agreement (as amended the "Agreement"), and an August 21,
2007, Forbearance Agreement (the "Forbearance Agreement");

(d) all advances by Beneficiary in servicing and enforcing the debts,
obligations, and liabilities of Grantor and in preserving, handling, protecting, collecting,
foreclosing, disposing, and otherwise realizing on any and all security therefor, including
the Collateral, including, but not limited to, payments by Beneficiary with respect to
insurance, liens, and taxes upon the Property, with interest thereon at the rate set forth in
the Note;

(e) the obligation of Grantor to pay all attorney fees and costs incurred by
Trustee or Beneficiary in defending the priority or validity of this trust deed or the title to
the Collateral;

H the obligation of Grantor to pay all sums advanced by Beneficiary to or on
behalf of Grantor for the purpose of clearing encumbrances or defects from the title to the
Property where Beneficiary, in good faith, believes such encumbrances to be superior to
the lien of the trust deed, including, without limitation, payment of ad valorem taxes and
agricultural or materialmen’s liens that may have gained priority over the lien of this trust
deed; and

(2) the obligation of Grantor to pay all attorney fees and costs incurred by
Trustee or Beneficiary in any case or proceeding under the United States Bankruptcy
Code affecting Grantor or the Collateral.

3. Assignment of Leases, Rents, and Profits. Grantor acknowledges and

agrees that the assignment herein to Beneficiary of the existing and future leases, rents, royalties,
income, and profits that arise from the usc or occupancy of the Property is an absolute and
present assignment. However, unti] such time, if any, that Grantor is in default under this trust
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deed, Grantor shall have a license to collect and receive such rents, royalties, income, and profits.
Upon any default by Grantor, Beneficiary may terminate Grantor’s license at any time without

payments, rents, royalties, income, or profits shall make Beneficiary a
“mortgagee-in-possession” of the Property. Possession by a court-appointed receiver shall not
be considered possession by Beneficiary. All lease payments, rents, royalties, income, and

pay all expenses of collection, then to the payment of all costs of operation and management of
the Property, and then to the payment of the indebtedness and obl; gations secured by this trust
deed.

interest in the Collateral or any portion thereof,

5. Grantor’s Representations and Warranties. Grantor represents and
warrants as follows:

(a) Grantor is the owner of the Collateral and has the ri ght and authority to
convey the Collateral as provided herein;

(b) Grantor shall defend the title to the Collateral against all claims and
demands whatsoever;

© the Collateral is free and clear of any and all liens, claims, encumbrances,
restrictions, encroachments, and interests whatsoever, except liens in favor of
Beneficiary;

(d) to the best of Grantor's knowledge, the Property is in compliance with all
applicable zoning, building, use, and other governmental requirements, environmental
laws, and access laws;

(e) Grantor has obtained or has been assigned all licenses, permits,
agreements, or other documents or jtems necessary to enable Grantor to lawfully use and
operate the Property;

() any and all obligations Grantor has incurred in connection with the
Collateral are current and without default;

(g) there are no actions, proceedings, investigations, or claims pending or
threatened against or affecting Grantor or the Collatera] that could have a material
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adverse affect on the Collatera] (or any material portion thereof), or Grantor’s ability to
perform their obligations to Beneficiary hereunder:

(h) Grantor’s execution, delivery, and performance of this trust deed do not
violate any law, regulation, rule, or order binding on Grantor and do not violate the
provisions of or constitute a default under any indenture, loan agreement, or other
agreement or instrument to which Grantor is a party, or by which Grantor may be bound
or affected; and

(1) Grantor is not in breach of or in default under any material agreement to
which Grantor is a party, or which is binding on Grantor or any of Grantor’s assets except
as previously disclosed by Grantor to Beneficiary.

The foregoing representations and warranties are continuous and shall remain in force and effect
until Grantor’s obligations secured by trust deed have been satisfied.

6. Promise to Pay and Perform. Grantor shall strictly and punctually perform
all obligations, covenants, and agreements that are contained in this trust deed and any other

instrument or agreement between Grantor and Beneficiary.

7. Encumbrances and Compliance with Law. Grantor hereby agrees that
Grantor shall:

(a) Pay all taxes, assessments, and other charges of every kind and nature
(including utilities) that may be levied or assessed upon or against the Property or any
part thereof, when due and payable according to law;

(b) Promptly pay and satisfy all liens or encumbrances that are or might by
operation of law or otherwise become a lien on the Property;

(c) Comply with all existing and future laws, orders, and regulations of all
governmental bodies that affect the Property, or the use thereof, including, but not limited
to, environmental laws; and

(d) Comply with all covenants, conditions, and restrictions applicable to the
Property.

Grantor shall not be deemed to be in default hereunder by reason of Grantor’s failure to pay any
taxes, assessments, liens, or other charges levied, assessed, or imposed upon or against the
Property when due and payable so long as Grantor is contesting such taxes, assessments, liens, or
charges in good faith by appropriate means.

8. Protection and Maintenance of the Collateral. Grantor hereby agrees that
until Grantor’s obligations secured by this trust deed have been satisfied, Grantor shall:

@) Not demolish nor remove any improvements from the Property without
the written consent of Beneficiary;
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(b) Pay or cause to be paid when due all utility charges that are incurred by
Grantor for the benefit of the Property or which may become a charge or lien against the
Property;

(c) Keep the Property and all improvements there in good order and repair
and shall not commit or suffer any waste of the Property;

(d)  Notdo or allow any act or omission, including removal or alteration of
improvements on the Property, that would materially reduce the value of the Property, or
materially alter the nature of the Property;

(e) Afford Beneficiary the right to enter upon the Property at all reasonable
times to inspect the Collateral and Grantor's books and records pertaining to the
Collateral; and

) Not grant or permit any lien, security interest, or encumbrance in or
against the Collateral, or any portion thereof, without the prior written consent of
Beneficiary, which consent will not be withheld without reasonable cause,

9. Insurance. At all times, Grantor shall provide, maintain, and keep in
force, or cause to be provided, maintained, and kept in force, the following policies of insurance
issued by insurers reasonably acceptable to Grantor:

(a) Insurance against loss or damage to the Property and all improvements
(other than for timber on the Property) thereon by fire and any of the risks covered by
insurance of the type commonly known as “broad form of extended coverage,” in an
amount not less than the lesser of (i) the original face amount of the Note, or (ii)

or policies of insurance carried by Grantor in accordance with this paragraph shall
contain the “Replacement Cost Endorsement” or comparable endorsement; and

(b) Such other insurance as may reasonably be required by Beneficiary and is
reasonable and customary for property similar to the Property including, without
limitation, liability insurance (but excluding insurance for timber).

of said insurance and the further agreement of the insurer waiving all rights of set-off,
counterclaim, or deductions against Grantor (Non»Contrlbutory Standard Mortgage Clause and
Lender’s Loss Payable Endorsement - Form 438 BFU NS - or their equivalent). Furthermore,
the above-described insurance policy or policies shall name Grantor and Beneficiary as

notice having been given to Beneficiary. Grantor shall 8lve prompt notice to Beneficiary of any
insured or uninsured casualty with respect to the Collateral, or any portion thereof. Grantor
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promptly shall provide Beneficiary with evidence that the insurance hereunder is in effect, if
requested to do so by Beneficiary.

10. Proceeds of Insurance or Condemnation. In the event of any
condemnation under the power of eminent domain with respect to all or any portion of the
Property, all proceeds with respect thereto shall be applied to payment of the obligations secured
by this trust deed. Provided that no event of default has occurred and is continuing under this
trust deed, and subject to the conditions specified herein, Beneficiary, in its sole discretion, may
authorize Grantor to use proceeds of casualty insurance to promptly repair damage to the
Property that results from any insured event, occurrence, or risk (the “Casualty”). Before
Grantor may use insurance proceeds as specified in the preceding sentence, Grantor must

complete the proposed repairs; (b) that the insurance proceeds shall be disbursed and used in a
fashion reasonably acceptable to Beneficiary, which may include, but not be limited to,
establishment of a procedure similar to a construction loan draw procedure; (c) that neither the
repairs nor the process by which the repairs are effected shall unreasonably impair or jeopardize
the value of the Collateral; (d) that if any insurance proceeds remain after completion of the
repairs, those proceeds shall be paid to Beneficiary and applied to the obligations secured
hereby; and (e) the Property as repaired will be in substantially the same, or better condition than
such property was in before the Casualty.

11.  Indebtedness Due on Sale or Material Change in Ownership. Grantor
acknowledges and agrees that if Grantor conveys or assigns the whole or any part of the Property
(whether by deed, contract, further encumbrance, or otherwise), or leases all or any portion of the
Property without first obtaining Beneficiary’s written consent, or changes its ownership by more
than 50 percent, then Beneficiary or any other holder of the Note may declare the entire unpaid
balance owed pursuant to the Note to be immediately due and payable. Failure of Beneficiary or
holder to accelerate the amount owed pursuant to the Note following an occurrence of one of the

event, or a waiver of Beneficiary’s right to accelerate the amount owed pursuant to the Note
following the occurrence of another event of the type described above,
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WARNING

Unless Grantor provides Beneficiary with evidence of the
insurance Coverage as required by this trust deed, Beneficiary may
purchase insurance at Grantor's cxpense to protect Beneficiary's
interest. This insurance may, but need not, also protect Grantor's
interest. If the property becomes damaged, the coverage that
Beneficiary purchases may not pay any claim Grantor makes or
any claim made against Grantor, Beneficiary may later cancel this
coverage by providing evidence that Grantor has obtained property
coverage elsewhere. Grantor is responsible for the cost of any
insurance purchased by Beneficiary. The cost of this insurance
may be added to Grantor's obligation to Beneficiary. If the cost is
added to Grantor's obligation to Beneficiary, the interest rate set
forth in the Note will apply to this amount. The effective date of
coverage may be the date Grantor's prior coverage lapsed or the
date Grantor failed to provide proof of coverage.

The coverage Beneficiary purchases may be considered more
expensive than insurance Grantor can obtain on its own and may
not satisfy any need for property damage coverage or any
mandatory liability insurance requirements imposed by applicable
law.

toxic waste or substances are or have been located, stored, or used on the Property, or any
adjacent property in violation of Environmental Laws (as defined below). Grantor agrees that at
all times Grantor and the Property shall comply in all material respects with all applicable local,
state, and federal environmental laws and laws relating to the existence, clean-up, generation,
use, storage, handling, transportation, or disposal of hazardous or toxic waste or substances
(collectively the “Environmenta] Laws”). Grantor agrees 1o provide written notice to

against any third party, and no third party is an intended beneficiary of Grantor’s obligations,
duties, and agreements hereunder, which run only in favor of Beneficiary (and its successors and
assigns). For purposes of this trust deed, the term “hazardous Or toxic waste or substances”
means any substance or material defined or designated as hazardous or toxic by any applicable

federal, state, or local statute, regulation, or ordinance now or hereafter in effect. Grantor hereby

-7- 080121 -0335/082207/PDXDOCS: 1 564276.2



agrees to execute documents deemed hecessary or desirable in connection with Grantor’s
obligations regarding environmenta] matters, including an environmental questionnaire and an
environmental indemnity agreement.

14. Default. Time is of the essence with respect to performance of the
obligations under the Note and this trust deed. Occurrence of one or more of the following
events (an “Event of Default”) shall constitute a default by Grantor under this trust deed:

(a) Any of the payments provided for in the Note, the Agreement, or the
Forbearance Agreement is not made when due;

(b) There is a defauit under any other provision (other than as specified in
subparagraph (a)) of this trust deed, the Agreement, and the Forbearance Agreement that
is not cured within thirty days after notice by Beneficiary, provided, however, that if such

(c) There is a default under any other obligation secured by this trust deed that
is not remedied or cured within the period set forth in the applicable instrument,
document, or agreement; and

(d) Grantor becomes insolvent or unable to pay Grantor’s debts as they
mature, makes an assignment for the benefit of creditors, or petitions for or becomes the
subject of any federal or state law receivership, insolvency, liquidation, or reorganization
case or proceeding.

15.  Remedies. F ollowing the occurrence of an Event of Default hereunder,
Beneficiary shall have the option to declare all debts and liabilities of Grantor to Beneficiary
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of this trust deed, or in any other respect modify the terms hereof without thereby affecting the
grant of the lien of this trust deed or Grantor's obligations hereunder.

s right to enforce the s$ame, nor shall any acceptance of partial
payment, or any waiver or forbearance by Beneficiary be held to be a waiver of Grantor’s default
or the covenant, agreement, or condition itself, or any future failure to perform the same,

I9. Foreclosure Costs. If a civil action is instituted with respect to this trust
deed, the prevailing party in such action shall be entitled to recover from the other party hereto
all costs and disbursements awarded therein (or in any appeal) and such sum as the tria] Jjudge or
appeal court may adjudge reasonable as attorney fees in such action. Alj sums of the type
described in the preceding sentence awarded in favor of Beneficiary shall be secured by the lien
of this trust deed.

21. Reconveyance by Trustee. Upon written request of Beneficiary stating

that all sums secured hereby have been paid, Trustee shall reconvey to Grantor, or the person or
persons legally entitled thereto, without warranty, any portion of or interest in the Property then
held hereunder. The recitals in such reconveyance of any matters or facts shall be conclusive
proof of the truthfulness thereof. The grantee in any reconveyance may be described as “the

22. Binding Effect. This trust deed, and the warrarnties, covenants, and
agreements made herein, shall bind Grantor and Grantor’s Successors and assigns and inure to
the benefit of Trustee, successor trustees, Beneﬁciary, and Beneficiary’s successors and assigns.
Notwithstanding the foregoing, Grantor may not sell, transfer, or assign any of Grantor’s rights
or obligations under this trust deed without Beneficiary’s prior, written consent. Beneficiary

shall be entitled to transfer its rights and obligations under this tryst deed at any time, without
Grantor’s consent.
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IN WITNESS WHEREQOF Grantor has executed this trust deed as of the date first
above written.
HEATON STEEL & SUPPLY, INC., aka
HEATON STEEL & SUPPLY INC. aka
HEATON STEEL & SUPPLY COMPANY
aka HEATON STEEL AND SUPPLY, INC.

By: MM /( N OQ

Marc Hodder, President

STATE OF OREGON )

) SS
COUNTY OF ’jé@m@ﬁ )

This instrument was acknowledged before me on Augustéz‘{, 2007, by MARC
esident of HEATON STEEL & SUPPLY, INC.

Nota@z Public for Ore%oj/ WA
LT
//fe

My commission eXpires:

STATE OF OREGON )
COUNTY OF(_ﬁ(Qﬁ mﬂ)/j’ )) »

This instrument was acknowledged before me on August 9‘1{ 2007, by DEBRA
HAGEN as Secretary of HEATON STEEL & SUPPLY, INC.

Notary Public for Oregon (///’
c{/ /05

My commission expires:

CYNTHIA L. JENSEN
P NOTARY PUBLIC-OREGON

“ COMMISSION NO, 391802 0)
MY COMMISSION EXPIRES APR. 4, 2008
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EXHIBIT A
(LEGAL DESCRIPTI ON)
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Lot Book Service Guarantee No.: 7029-1088415
Page 3 of 3

Exhibit "A"
Real property in the County of Klamath, State of Oregon, described ag follows:

LOTS 1A, 1B, 2A, 2B, 3A, 3B, 4A, 4B, 5A, 5B, 354, 358, 36A, 368, 37A, 37B, 38A, 38B, 39A, 398, 39C,
40A, 408, ALL IN BLOCK 7, AND THAT CERTAIN PARCEL OF LAND BEING A PORTION OF ALLEY LOT "c",

ALSO, THE FOLLOWING DESCRIBED PARCEL OF LAND SITUATE, LYING AND BEING IN ALLEY ¢,
BLOCK 7 OF RAILROAD ADDITION TO CITY OF KLAMATH FALLS, OREGON, BEING A PORTION OF THE
LAND DESCRIBED IN DEED DATED AUGUST 7, 1919 FROM KLAMATH DEVELOPMENT COMPANY TO

LINE OF OAK AVENUE, 40 FEET TO A POINT IN THE EASTERLY LINE OF SAID ALLEY LOT "C"; THENCE
SOUTHERLY ALONG THE SAID EASTERLY LINE 160 FEET; THENCE WESTERLY AT RIGHT ANGLES TO
LAST DESCRIBED COURSE 40 FEET TO A POINT IN THE WESTERLY LINE OF SAID ALLEY LOT "
THENCE NORTHERLY ALONG SAID WESTERLY LINE 160 FEET TO THE POINT OF BEGINNING.

Tax Parcel Number: 415223 and 415232 and 415241 and 415250 and 415278 and 415269 and 415198
and 415205 and 725291 and 786233 and 415296 and 415287 and 415303

First Amevican Title



