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TRUST DEED, SECURITY AGREEMENT, ASSIGNMENT OF LEASES
AND RENTS, AND FIXTURE FILING
(Adderson Trust)

This Trust Deed, Sccurity Agreement, Assignment of Leases and Rents, and Fixture
Filing (the "Trust Deed") is executed as of July 23, 2008, among Christopher P. Adderson, as
trustee of the Christopher P. Adderson Fami}y Trust U.T.A.D. July 1, 2006 ("Grantor"), whose
address is [$° ontere, O, Med A, Oregon? 7508 U.S. BANK TRUST
COMPANY, NATIONAL ASSOCIATION ("Trustee"), whose address 1s 555 S.W. Oak «.
Street (PL-7), Portland, Oregon 97204; and U.S. BANK NATIONAL ASSOCIATION
("U.S. Bank™), whose address is 131 E. Main Street, Medford, Oregon 97501.

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of
which hereby are acknowledged, Grantor hereby agrecs as follows:

GRANT OF LIEN

As security for the Obligations (as that term is defined below), Grantor hereby
irrevocably grants, pledges, sets over, confirms, transfers, conveys, and assigns to Trustee, IN
TRUST, WITH POWER OF SALE, for the benefit and security of U.S. Bank, under and subject
to the terms and conditions hereinafter set forth, all of the right, title, interest, cstate, power, and
privilege now existing or hereafter acquired, of Grantor in and to the following assets:

l. The real property located in the County of Klamath, state of
Oregon, that is more particularly described in Exhibit A attached to this Trust
Deed and by this reference is incorporated herein (the "Real Property") (which
term shall include, unless the context otherwise requires, the Timber, the Mineral
Rights, the Appurtenant Rights, and the Development Rights (as such terms are
defined below));

2. Any and all buildings, structures, fixtures, and improvements now
or hereafter erected on or appurtenant to the Real Property, including all
machinery, attachments, appliances, and other equipment now or hercafter
incorporated into or attached to said buildings, structures, fixtures, and
improvements, and all support and ancillary facilities, all roads and miscellaneous
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storage and parking areas, including all replacements and substitutions of and
additions and accessions to the foregoing (collectively, the "Improvements”), all
of which shall be deemed and construed for purposes of this Trust Deed to be a
part of the Real Property;

3. All trecs, timber (whether severed or unscvered and including
standing and down timber), perpetual timber rights, stumps, cut timber remaining
on the Real Property, logs, and other forest products, whether now located on or
hereafter planted, growing, or located in or on the Real Property (the "Timber");

4. All water, steam, thermal energy, and other geothermal resources
and all oil, gas, hydrocarbons, gravel, phosphate, limerock, coal, and other
mineral resources and subterranean substances, and all existing or hereafter
acquired surface and subsurface water and water rights and shares of stock
evidencing the same, and all products thereof (collectively, the "Minerals") in, on,
under, or pertaining to the Real Property and all surface access and mining rights
(collectively, the "Mineral Rights") in, on, under, or pertaining to the Real
Property;

5. All accounts, revenues, rents, issucs, profits, royalties, proceeds,
income, and other benefits (collectively, the "Rents") derived from the Real
Property, the Improvements, the Timber, or the Mineral Rights, including,
without limitation, all Rents under all agreements providing for the payment of
royalties (including overriding royalties) derived from any part of the Trust
Estate (as defined below), all payments in respect of or related to grazing rights,
and all issues and profits from the sale or other disposition of Timber, Minerals,
or Mineral Rights;

6. All existing leases (if any) and futurc leases (including sublcases
thereof), whether written or oral, rental agreements, and all future agreements for
use and occupancy, and any and all extensions, renewals, and replacements
thercof, upon all or relating to any part of the Real Property (hereinafter
collectively referred to as the "Leases”);

7. All guaranties of tenant's performance under any and all of the
Leascs;

8. The immediate and continuing right to collect and receive all of the
rents, income, receipts, revenues, issues, profits, and other income of any nature
now due or that may become due, or to which Grantor may now or shall hereatter
(including any income of any nature coming due during any redemption period)
become entitled to or may make demand or claim for, arising or issuing [rom or
out of the Leases or from or out of the Real Property or any part thereof,
including, but not limited to, minimum rents, additional rents, percentage rents,
parking or common area maintenance contributions, tax and insurance
contributions, deficiency rents, and liquidated damages following default in any
Lease, and all proceeds payable under any policy of insurance covering loss of
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rents resulting from untenantability caused by destruction or damage to the Real
Property, together with any and all rights and claims of any kind that Grantor may
have against any tenant under the Leases or any subtenants or occupants of the
Real Property (all such monies, rights, and claims described in this paragraph
being hercinafter called "Cash Collateral”), excepting therefrom any sums that by
the express provisions of any of the Leases are payable directly to any
governmental authority or to any other person, firm, or corporation other than the
landlord under the Leascs;

9. All additions, accessions, replacements, substitutions, proceeds, and
products of the property described herein;

10. All permits, entitlements, licenses, orders, approvals, exemptions,
authorizations, certifications, [ranchises, building permits, subdivision approvals,
timber harvesting plan reviews and approvals, site plan reviews, environmental
approvals (including an environmental impact statement or report if required
under applicable law for Grantor's acquisition or disposition of the Real Property,
harvesting of the Timber, or otherwise), scwer and waste discharge permits,
appropriative water rights and permits, zoning and land use entitlements, and
other authorizations whether now existing or hereafter issued to or obtained by or
on behalf of Grantor that relate to or concern in any way the Real Property, the
Improvements, the Timber, or the Mineral Rights, and are given or issued by any
governmental or quasi-governmental authority (collectively the "Authorizations");

11, All easements, rights-of-way, and rights now owned or hereafter
acquired by Grantor and used or usable in connection with or appurtenant to the
Real Property or the Improvements, including, without limiting the generality of
the foregoing, all easements, reciprocal casement agreements, rights and rights-of-
way to enter, use, occupy, and have access to all portions of the Improvements
that may be located off the Real Property, if any, and all rights to the usc of
logging roads and common drive entries, and all tenements, hereditaments,
easements, and appurtenances of and to the Real Property (collectively the
"Appurtenant Rights");

12. All air rights, development rights, zoning rights, or other similar
rights or interests that benefit or are appurtenant to the Real Property or the
Improvements or any or all thereof and any proceeds arising therefrom
(collectively the "Development Rights");

13. All interests, estates, or other claims, both in law and in equity, that
Grantor now has or hereafter may acquire in the Real Property, the Improvements,
the Timber, the Minerals and Mineral Rights, the Appurtenant Rights, and the
Development Rights (collectively the "Property") and all right, title, and interest
now owned or hereafter acquired by Grantor in and to any greater estate in the
Property;
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4. All other claims or demands, both in law and in equity, including
claims or demands with respect to the proceeds of insurance, that Grantor now has
or hereafter may acquire in the Trust Estate (as hereinafter defined) or any part
thercof, and any and all awards heretofore or hereafter madc for the taking by
eminent domain, or by any proceeding or purchase in lieu thereof, of the whole or
any part of the Trust Estate, including, without limitation, any awards resulting
from a change of grade of streets and awards for severance damages or any other
damage to any part of the Trust Estate for which compensation shall be given by
any governmental or quasi-govemmental authority; and

15. All right, title, and interest of Grantor in the funds (if any) deposited
pursuant to Section 1.6 or Section 1.7 of this Trust Deed.

The entire estate, property, and interest hereby conveyed to Trustee and described above, and
any and all proceeds thereof, may be referred to in this Trust Deed collectively as the "Trust
Estate.”

OBLIGATIONS SECURED

The foregoing conveyance by Grantor to Trustee of the Trust Estate is for the
purpose of sccuring the following obligations (collectively, the "Obligations”) of Lithia Holding
Company, L.L.C. ("Lithia Holding"), Sidney B. DeBoer ("DeBoer"), and Grantor to U.S. Bank:

1. Payment of indebtedness pursuant to the terms of a promissory
note dated April 19, 2006 (which promissory note, as amended from time to time,
is referred to in this Trust Deed as the "Note") in the aggregate principal amount
of $8,300,000 (or such lesser amount that may be owed under the Note at the ume
in question), with interest thereon, evidenced by the Note executed by Lithia
Holding, which has been delivered to U.S. Bank and is payable to the order of
U.S. Bank, and any and all amendments, extensions, modifications, renewals,
restatements, and supplements thereof. The interest rate, payment terms, or the
balance due on the Note and the indebtedness evidenced thereby may be indexed,
adjusted, renewed, or renegotiated without affecting the priority of this Trust
Deed.

2. Payment of all obligations of DeBoer to U.S. Bank pursuant to the
guaranty he executed dated April 19, 2006, in favor of U.S. Bank with respect to the
obligations of Lithia Holding pursuant to the Note.

3. Payment (a) of all sums that may become due from Grantor,
including without limitation, Grantor's liability for waste on the Real Property or
for wrongful retention of any Cash Collateral, insurance proceeds, or
condemnation awards, (b) for advances by U.S. Bank or its successor, in each
case, with interest thereon at the rate set forth in this Trust Deed, which include,
but are not limited to, fire and other hazard insurance and taxes upon the Real
Property, according to the terms of this Trust Deed, (c) by Grantor of all
reasonable attorneys' fees and costs, including, without limitation, the cost of any
appraisal of the Real Property incurred by Trustee or U.S. Bank in foreclosing this
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Trust Deed or realizing upon any of the collateral for the Obligations, (d) by
Grantor of all rcasonable attorneys' fees and costs incurred by Trustee or

U.S. Bank in defending the priority or validity of this Trust Deed or Grantor's
interest in and title to the Real Property, (e) by Grantor of all sums advanced by
U.S. Bank to or on behalf of Grantor for the purposc of clearing encumbrances or
defects from the title to the Real Property where U.S. Bank, 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 mechanics’ or
materialmen’s liens that may have gained priority over the lien of this Trust Deed,
(f) of all reasonable attorneys' fees and costs incurred by Trustee or U.S. Bank in
any case or proceedings under the United States Bankruptcy Code affecting Lithia
Holding, or this Trust Deed, and (g) of all other sums advanced by U.S. Bank to
protect the Trust Estate, with interest thereon at the rate sct forth in this Trust
Deed.

This Trust Deed, the Note, and any other instrument or document given o evidence or further
secure the payment and performance of any obligation secured by this Trust Deed hereafter may be
referred to collectively as the "Loan Documents.”
ARTICLE I
COVENANTS AND AGREEMENTS OF GRANTOR

Grantor hereby covenants and agrees:

1.1 Maintenance of the Trust Estate. Grantor (a) shall manage and operate the
Trust Estate in accordance with good business practices and shall keep the Improvements in
good condition and repair; (b) shall not remove, demolish, or materially alter any of the
Improvements, except with the prior written approval of U.S. Bauvk; (c) shall complete and shall
maintain promptly and in a good and workmanlike manner any Improvement (including roads
and erosion control devices or systems) now or hereafter constructed and promptly shall restore,
replace, or rebuild in like manner any portion of the Improvements that may be damaged or
destroyed from any cause whatsoever (whether or not insured against or insurable or affected by
the exercise of the power of eminent domain) to the same condition such portion was in
immediately prior to such damage or destruction, and pay when due all claims for labor
performed and materials furnished therefor; (d) shall comply with all laws, ordinances, rules,
regulations, covenants, conditions, and restrictions (including those relating to silvicultre, land
use and development, water rights and use, noise and pollution, harvesting and transportation of
timber, reforestation, road construction and maintenance, disposal of slash, maintenance of water
quality standards, wetlands, fire protection, insect and disease control, forest practices, and
threatened or endangered species) now or hereafter affecting the Trust Estate; (¢) shall not
commit or permit any waste or deterioration of the Trust Estate; (f) shall comply with the
provisions of every material Authorization; and (g) shall not commit, suffer, or permit any act to
be done in or upon the Trust Estate in violation of any law, ordinance, rule, or regulation, or of
any Authorization; (h) shall maintain memberships in forest protective associations where any of
the Trust Estate falls within a forest protective district under the jurisdiction of any such
associations; (i) shall pay as due any forest patrol assessments of the state forester, or a forest
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protective association described in the clause above; (j) shall within 30 days from any
determination that an operation on the Trust Estate has resulted in an additional hazard, obtain a
release of such additional hazard from the state forester by performing all necessary burning or
other work to reduce the hazard or by paying a fee designated by the state forester for such
release.

1.2 Required Insurance. In the event Improvements are constructed on the
Real Property, then Grantor shall at all times provide, maintain, and keep in force, or cause to be
provided, maintained, and kept in force, the following policies of insurance:

(a) Insurance against loss or damage to the Improvements by fire and any of
the risks covered by insurance of the type now known as "broad form of extended
coverage,” in an amount not less than the greater of (i) 100 percent of the tull
replacement cost of the Improvements (exclusive of the cost of excavations, foundations,
and footings below the lowest basement floor), or (ii) an amount sufficient to prevent
Grantor and/or U.S. Bank from becoming a co-insurer within the terms of the applicable
policies; and with not more than $25,000 deductible from the loss payable for any
casualty. The policies of insurance carried in accordance with this subparagraph (a) shall
contain the "Replacement Cost Endorsement”;

(b) Tnsurance against loss or damage to any personal property on the Real
Property by fire and other risks covered by insurance of the type now known as "broad
form of extended coverage";

(c) Such other insurance and in such amounts as may, from time to time,
reasonably be required by U.S. Bank against the same or other hazards, including,
without limitation, business interruption insurance or insurance covering loss of rents and
flood insurance where applicable; and

(d) All policies of insurance required by the terms of this Trust Deed shall
contain an endorsement or agreement by the insurer that any loss shall be payable in
accordance with the terms of such policy notwithstanding any act or negligence of
Grantor that otherwisc might result in forfeiture of said insurance and the further
agrecment of the insurer waiving all rights of set-off, counterclaim, or deductions against
Grantor (Non-Contributory Standard Mortgage Clause and Lender's Loss Payable
Endorsement—Form 438 BFU NS or CP 12- or their equivalent).

Tf Grantor fails to maintain the insurance required hereby, U.S. Bank or Trustee may arrange for
such insurance, but at Grantor's expense and without any responsibility on the part of U.S. Bank
or Trustee for obtaining the insurance, the solvency of the insurance companies, the adequacy of
the coverage, or the collection of claims. Oregon law, ORS 746.201, requires that Grantor be
given the following notice:

< WARNING

Unless you provide us with evidence of the insurance
coverage as required by our contract or loan agreement, we
may purchase insurance at your expense to protect our
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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. |

The coverage we purchase may be considerably more
expensive than insurance you can obtain on your own and may
not satisfy any need for property damage coverage or any
mandatory liability insurance requirements imposed by
applicable law.

1.3 Delivery of Policies: Payment of Premiums and Proceeds.

(a) All policies of insurance required to be maintained by Grantor pursuant to
this Trust Deed shall be issued by companies and in form and amounts in cach instance
satisfactory to U.S. Bank. All such policies of insurance shall have attached thereto a
lender's loss payable endorsement for the benefit of U.S. Bank in form satisfactory to
U.S. Bank. Grantor shall furnish U.S. Bank with an original policy of all policies of
required insurance. Tf U.S. Bank consents to Grantor providing any of the required
insurance through blanket policies carried by Grantor and covering more than one
location, then Grantor shall furnish U.S. Bank with a certificate of insurance for cach
such policy setting forth the coverage, the limits of liability, the name of the carrier, the
policy number, and the expiration date.

(b) At lcast 30 days prior to the expiration of each such policy of insurance
that Grantor is required to maintain under this Trust Deed, Grantor shall furnish
U.S. Bank with evidence satisfactory to U.S. Bank of the full payment of premium and
the reissuance of a policy continuing insurance in force as required by this Trust Deed.
All such policies shall contain a provision that such policies will not be canceled or
materially amended (which term shall include any reduction in the scope or imits of
coverage) without at least 30 days' prior written notice to U.S. Bank. If' Grantor fails to
provide, maintain, keep in force, or deliver and furnish to U.S. Bank the policies of
insurance required by this section, U.S. Bank may procure such insurance or
single-interest insurance for such risks covering U.S. Bank's interest, and Grantor shall
pay all premiums thereon promptly upon demand by U.S. Bank and, until such payment
is made in full by Grantor, the amount of all such premiums shall be secured by this Trust
Deed.
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(c) Grantor shall give prompt notice to U.S. Bank of the happening of any
material casualty to or in connection with the Trust Estate, whether or not covered by
insurance, specifically describing the nature and cause of such casualty and the extent of
the damage or destruction to the Trust Estate. U.S. Bank may make proof of loss if it is
not made by Grantor promptly or to the satisfaction of U.S. Bank. Grantor hereby
assigns to U.S. Bank all insurance proceeds that Grantor may be entitled to receive with
respect to any casualty. U.S. Bank at its sole option may apply the insurance proceeds to
the reduction of the Obligations in such order as U.S. Bank may determine, whether or
not such Obligations are then due, or apply all or any portion of insurance proceeds to the
cost of restoring and rebuilding the portion of the Trust Estate that was damaged or
destroyed. If U.S. Bank elects to apply the insurance proceeds to rebuilding and
restoration, U.S. Bank shall be entitled to hold the proceeds, and the proceeds shall be
released only on such terms and conditions as U.S, Bank shall require in its sole
discretion, including, but not limited to, prior approval of plans and release of liens. No
insurance proceeds shall be released to Grantor if an Event of Default exists. U.S. Bank
may compromise with any insurance company and make a final scttlement that shall be
binding upon Grantor.

1.4 Assignment of Policies Upon Foreclosure. In the event of foreclosure of
this Trust Deed or other transfer of title or assignment of the Trust Estate in extinguishment, in
whole or in part, of the debt secured hereby, all right, title, and interest of Grantor in and (o all
policies of insurance required by Section 1.2 of this Trust Deed shall inure to the benefit of and
pass to the successor in interest to Grantor, or the purchaser or grantce of the Trust Estate.
Grantor shall execute any and all further documents necessary or required to evidence and/or
effectuate any such assignment and hereby appoints U.S. Bank as its attorney-in-fact with full
power of substitution to execute any such documents in the event Grantor fails to do so, and such
appointment is coupled with an interest and is irrevocable.

1.5 Indemnification; Subrogation; Waiver of Offset.

(a) If U.S. Bank is made a party defendant to any litigation concerning this
Trust Deed or the Trust Estate, or any part thereof or interest therein, or the occupancy
thercof by Grantor, then Grantor shall indemnify, defend, and hold U.S. Bank harmless
for, from, and against all liability, loss, cost, or damage by reason of said litigation
(except to the extent such litigation is caused by the gross negligence or willful
misconduct of U.S. Bank), including reasonable attorney fees and expenses incurred by
U.S. Bank in any such litigation, whether or not any such litigation is prosecuted to
judgment.

(b) Grantor waives any and all right to claim or recover against U.S. Bank, its
officers, employees, agents, and representatives, for loss of or damage to Grantor, the
Trust Estate, Grantor's property, or the property of others under Grantor control, from any
cause insured against or required to be insured against by the provisions of this Trust
Deed.

(c) All sums payable by Grantor hereunder shall be paid without notice,
demand, counterclaim, setoff, deduction, or defense and without abatement, suspension,
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deferment, diminution, or reduction; and the obli gations and liabilities of Grantor
hereunder shall in no way be released, discharged, or otherwise affected (except as
expressly provided herein) by reason of (i) any damage to or destruction of or any
condemnation or similar taking of the Trust Estate or any part thereof; (ii) any restriction
or prevention of or interference with any use of the Trust Estate or any part thereof;

(iii) any title defect or encumbrance or any eviction from the Real Property or the
Improvements or any part thereof by title paramount or otherwise; (iv) any bankruptcy,
insolvency, reorganization, dissolution, liquidation, or other like proceeding relating to
Grantor, or any action taken with respect to this Trust Deed by any trustee or receiver of
Grantor, or by any court, in any such proceeding; (v) any claim that Grantor has or might
have against U.S. Bank; (vi) any default or failure on the part of U.S. Bank to perform or
comply with any of the terms hereof or of any other agreement with Grantor; or (vii) any
other occurrence whatsoever, whether similar or dissimilar to the foregoing and whether
or not Grantor shall have notice or knowledge of any of the foregoing. Grantor waives all
rights now or hereafter conferred by statute or otherwise to any abatement, suspension,
deferment, diminution, or reduction of any sum securcd hereby and payable by Grantor.

1.6 Taxes and Liens. Grantor shall pay before they become delinquent all
taxes and assessments levied against or on account of the Trust Estate (each of which taxes and
assessments is referred to in this Trust Deed as an "Imposition") and shall pay as due all claims
for work done on or for services rendered or material furnished to the Real Property or the
Tmprovements. Special assessments shall be paid currently, without deferral, unless the lien for
deferred assessments is subordinate to the interest of U.S. Bank under this Trust Deed, or
U.S. Bank gives its prior, written consent to the deferral. Grantor shall maintain the Trust Estate
free of any liens having priority over or equal to the interest of U.S. Bank under this Trust Deed,
except for "Permitted Encumbrances” as defined in Section 1.10 of this Trust Decd. Grantor may
withhold payment of any tax, assessment, or claim in connection with a good faith dispute over
the obligation to pay, so long as U.S. Bank's interest in the Trust Estate is not jeopardized or
likely to be jeopardized (as determined by U.S. Bank in its reasonable discretion). If a lien arises
or is filed as a result of nonpayment, Grantor shall within 15 days after the lien arises or, if a lien
is filed, within 15 days after Grantor has notice of the filing, secure the discharge of the lien or
deposit with cash or a sufficient corporate surety bond or other security satisfactory to U.S. Bank
in an amount sufficient to discharge the lien plus any costs, attorney fees, or other charges that
could accrue as a result of a foreclosure or sale under the lien. The assessor or tax collector of
the county in which the Real Property is located is authorized to deliver to U.S. Bank a written
statement of the property taxes assessed or owing at any time. Grantor shall have the right before
any delinquency occurs to contest or object Lo the amount or validity of any Imposition by
appropriate proceedings, but this shall not be construed in any way as relieving, modifying or
extending Grantor's covenant to pay any such Tmposition at the time and in the manner provided
in this Section 1.6 of this Trust Deed, unless Grantor has given prior written notice to U.S. Bank
of Grantor's intent (o contest or object to an Imposition, and unless, at U.S. Bank's sole option:
(1) Grantor shall demonstrate to U.S. Bank's satisfaction that the proceedings to be initiated by
Grantor shall conclusively operate to prevent the suspension, termination, nonrenewal, or
revocation of any Authorization and to prevent the sale of the Trust Estate to satisfy such
Imposition prior to final determination of such proceedings; or (b) Grantor shall furnish a good
and sufficient bond or surety as requested by and in form, substance, and amount and issued by
an insurance company or surety satisfactory to U.S. Bank; or (c¢) Grantor shall demonstrate to
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U.S. Bank's satisfaction that Grantor has provided a good and sufficient undertaking as may be
required or permitted by law to accomplish a stay of any such suspension, termination,
nonrenewal, revocation, or sale. If Grantor pays the Imposition, it shall have the right to contest
or object to the amount or validity of such Imposition without U.S. Bank's consent.

1.7 Reserves. If Grantor and U.S. Bank do not otherwise expressly agree in
writing, after an Event of Default (as set forth in Section 3.1 of this Trust Deed) has occurred,
U.S. Bank may require Grantor to maintain reserves for payment of taxes (including special
assessments and other charges against the Trust Estate by governmental or quasi-governmental
bodies) or premiums on property insurance or both. The reserves shall be created by payment
each month to U.S. Bank of an amount determined by U.S. Bank in its commercially reasonable
discretion to be sufficient to produce by the date they are duc amounts equal to the estimated
taxes and insurance premiums to be paid. Tf at the time that payments are to be made the reserve
for either taxes or insurance premiums is insufficient, Grantor shall upon demand pay such
additional sum as U.S. Bank reasonably shall determine to be necessary to cover the required
payment. If Grantor desires to carry a package plan of insurance that includes coverage in
addition to that required under this Trust Deed, U.S. Bank, if allowed by law, after an Event of
Default (as set forth in Section 3.1 of this Trust Deed) has occurred, may at its option establish
and administer a reserve for that purpose. In such event, the premium attributable to the required
insurance coverage shall be quoted separately, and U.S. Bank may permit Grantor to furnish a
certificate of insurance rather than deposit the policy as required above. If at any time U.S. Bank
holds an insufficient amount in the insurance reserve to cover the premium for the entire package
policy, U.S. Bank may, at its commercially reasonable discretion, pay only that portion of the
premium attributable to the required insurance coverage. If the blanket policy does not permit
such partial payment, U.S. Bank may use the reserve funds for the premium on a new, separate
policy providing the required insurance coverage and allow the package policy to lapse.

U.S. Bank shall not charge a service charge for collecting reserves and paying taxes and
insurance premiums. The reserves shall not constitute a trust. Grantor agrees that U.S. Bank
may commingle reserve funds with other funds of U.S. Bank and need not invest them for the
benefit of Grantor. Grantor agrees that U.S. Bank need not pay Grantor interest on reserves,
unless applicable statutes require payment of interest notwithstanding any contrary agreement.

1.8 Expenditures by U.S. Bank. If Grantor shall fail to comply with any
provision of this Trust Deed beyond any applicable cure period, U.S. Bank may, at its option, on
Grantor's behalf take the required action and any amount that U.S. Bank expends in so doing
shall be added to the indebtedness secured hereby and become part of the Obligations. Amounts
so added shall be payable on demand with interest at the rate specified in the Note, or if more
than one interest rate is applicable, at the highest ratc applicable to any portion of the principal
balance of the Note (the "Note Rate") from the date of expenditure. The rights provided for in
this section shall be in addition to any other rights or any remedies to which U.S. Bank may be
entitled on account of the default, and U.S. Bank shall not by taking the required action cure the
default so as to bar U.S. Bank from any remedy that it otherwise would have had.

1.9 Utilities.

(a) Grantor shall pay or cause to be paid when due all utility charges that are
incurred by Grantor for the benefit of the Trust Estate, or that may become a charge or
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lien against the Trust Estate for gas, electricity, water, or sewer services furnished to the
Trust Estate and all other assessments or charges of a similar nature, whether public or
private, affecting the Trust Estate or any portion thereof, whether or not such assessments
or charges are licns thereon.

(b) Grantor shall have the right before any delinquency occurs to contest or
object to the amount or validity of any such utility charge by appropriate proceedings, but
this shall not be deemed or construed in any way as relieving, modifying, or extending
Grantor's covenant to pay any such utility charge at the time and in the manner provided
in this Section 1.9 of this Trust Deed, unless Grantor has given prior written notice to
U.S. Bank of its intent to contest or object to a utility charge, and unless, at U.S. Bank's
sole option, (i) Grantor shall demonstrate to U.S. Bank's satisfaction that the proceedings
to be initiated by Grantor shall operate conclusively to prevent the suspension,
termination, nonrenewal, or revocation of any material service and to prevent the sale of
the Trust Estate to satisfy such utility charge prior to final determination of such
proceedings; or (ii) Grantor shall furnish a good and sufficient bond or surety as
requested by and in form, substance, and amount and issued by an nsurance company or
surety satisfactory to U.S. Bank; or (iii) Grantor shall demonstrate to U.S. Bank's
satisfaction that Grantor has provided a good and sufficient undertaking as may be
required or permitted by law to accomplish a stay of any such suspension, termination,
nonrenewal, revocation, or sale. If Grantor pays the utility charge, it shall have the right
to contest or object to the amount or validity of such utility charge without U.S. Bank’s
consent,

1.10  Warranty; Defense of Title. Grantor warrants that Grantor holds
merchantable title to the Real Property in fee simple, free of all encumbrances except liens for
taxes and assessments that are not delinquent (which liens are referred to in this Trust Deed as
the "Permitted Encumbrances"). Grantor warrants and will forever defend the title to the Real
Property against the claims, other than the Permitted Encumbrances, of all persons. If any action
or proceeding is commenced that questions Grantor's title or interest in the Real Property, or the
interest of U.S. Bank under this Trust Deed, Grantor shall defend the action at Grantor's expense.
If any Permitted Encumbrance is a lien, Grantor shall pay any sums and do any other acts
necessary (o prevent a default or prevent any action or condition that with the lapse of time, the
giving of notice, or any other action of a creditor, would be a default or enable any creditor to
declare a default or foreclose any Permitted Encumbrance that is a lien.

1.11  Actions Affecting Trust Estate. With respect to the Trust Estate, Grantor |
shall appear in and defend any action or proceeding purporting to affect the security hereof, the |
other Loan Documents, any additional or other security for the obligations secured hereby, the
interests of U.S. Bank or any of U.S. Bank, or the rights, powers, or duties of Trustee hereunder.

Grantor shall pay all costs, fees, and expenses, including costs of evidence of title, trustees’ fees,
court costs, and reasonable attorney and consultant fees paid or incurred by U.S. Bank or any of
U.S. Bank in any action or proceeding in which U.S. Bank, any of U.S. Bank, or Trustee may
appear or be made a party, whether or not pursued to final judgment, and in any exercise of the
power of sale contained herein, whether or not such sale actually 1s consummated.
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1.12  Actions by Trustee or U.S. Bank to Preserve Trust Estate. If Grantor fails

to make any payment or to perform any obligation as and in the manner provided in this Trust
Deed, U.S. Bank and/or Trustee, each in its own discretion, without obligation to do so, without
releasing Grantor from any Obligation and without notice to or demand upon Grantor, may make
or do the same in such manner and to such extent as either may deem necessary o protect the
security hereof. Upon the occurrence and during the continuation of an Event of Default
(without limiting their general powers, whether conferred herein, n another Loan Document, or
by law), U.S. Bank and Trustee shall have and are hereby given the right, but without the
obligation, without relcasing Grantor from any Obligation and without notice to or demand upon
Grantor: (a) to enter upon and take possession of the Trust Estate, in which event prior notice
shall be given to Grantor; (b) to make additions, alterations, repairs, and improvements
(including those required by good forest management practice) to the Trust Estate that they (or
any of them) consider necessary or proper to keep the Trust Estate in good condition and repair,
in which event prior notice shall be given to Grantor; (¢) to appear and participate in any action
or proceeding affecting or that may affect the sccurity hereof or the rights or powers of

U.S. Bank or Trustee; (d) to pay, purchase, contest, or compromise any encumbrance, ¢laim,
charge, lien, or debt that in the judgment of U.S. Bank or Trustec may affect the security of this
Trust Deed or be prior or superior hereto; (e) in exercising such powers, to pay necessary
expenses, including employment of an independent consulting engineer and counsel or other
necessary or desirable consultants; and (f) to take any and all actions to protect the rights of
U.S. Bank or Trustee set forth herein or in the other Loan Documents, or to sustain the lien or
priority of this Trust Deed. Immediately upon demand therefor by U.S. Bank and Trustee (or
either of them), Grantor shall pay to U.S. Bank and Trustee an amount equal to all costs and
expenses incurred by them in connection with the exercise by U.S. Bank or Trustee ot any of the
foregoing rights in respect of the Trust Estate, including costs of evidence of title, court costs,
appraisals, cruises of timbcrland, surveys and recciver's, trustee's and reasonable attorney fees,
together with interest thercon from the date of such expenditures untl fully reimbursed by
Grantor at the Note Rate, and such costs and expenses shall be added to the Obligations secured
by this Trust Deed and be a lien or charge on the Trust Estate.

1.13  Full Performance Required; Survival of Warranties. All representations,
warrantics, and covenants of Grantor made to U.S. Bank or any of U.S. Bank in connection with
the Obligations secured hereby or contained in the Loan Documents or incorporated by reterence
therein shall survive the execution and delivery of this Trust Deed and shall remain continuing
covenants, warranties, and representations of the person making such so long as any portion of
the Obligations secured by this Trust Deed remains outstanding.

1.14  Eminent Domain.

(a) If any proceeding or action be commenced for the taking of the Trust
Estate for public or quasi-public use under the power of eminent domain, or if the Trust
Estate be damaged or its value diminished by reason of any taking or any public
improvement or any inverse condemnation, or should Grantor receive any notice or other
information regarding such proceeding, action, taking, or damage, Grantor shall give
prompt written notice thereof to U.S. Bank. Grantor shall have the right to commence,
appear in, and prosccute in its own name any such action or proceeding. U.S. Bank shall
be entitled at its option, without regard to the adequacy of its security, to join Grantor in
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any such action and, in any case involving a taking or damage in excess of $50,000, to
commence, appear in, and prosecute in the name of Grantor or in its own name any such
action or proceeding. Grantor may, upon written notice to U.S. Bank, make any
compromise or settlement in connection with such taking or damage not n excess of
$50,000. Grantor shall consult with U.S. Bank in settling or compromising any such
taking or damage for more than $50,000 but less than the aggregate outstanding principal
balance of the Note, provided that U.S. Bank may settle or compromise any such taking
or damage after five Business Days' notice to Grantor. Grantor may settle or compronuse
any taking or damage for more than the aggregate outstanding principal amount of the
Note, provided that if Grantor has not settled or compromised such taking or damage
within sixty days after the occurrence thereof, then U.S. Bank may settle or compromise
such taking or damage after five Business Days' notice to Grantor. All compensation,
awards, damages, rights of action, and proceeds awarded with respect to the Trust Estate
by reason of any such taking or damage (including any sale in lieu of condemnation) (the
"Condemnation Proceeds”) are hercby assigned to U.S. Bank as security for the
Obligations, and Grantor agrees to execute such further assignments of the Condemnation
Procceds as U.S. Bank reasonably may require.

(b) After deducting therefrom all costs and expenses (regardless of the
particular nature thereof and whether incurred with or without suit), including, without
limitation, reasonable attorneys' fees, incurred by U.S. Bank in connection with any such
action or proceeding, U.S. Bank shall apply the net Condemnation Proceeds to the
repayment of the outstanding balance of the Note, together with accrued interest thereon,
notwithstanding that said outstanding balance may not be duc and payable, and of all
Obligations of Grantor sccured hereby. If the Condemnation Proceeds are not sufficient
to repay the Note in full, then U.S. Bank at its option may accelerate the Maturity Date of
the Note and declare the Note and all the other Obligations secured hereby immediately
due and payable, and Grantor immediately shall pay any remaining balance of the Note
and Obligations, together with accrued interest. If there are Condemnation Proceeds
remaining after repayment of the Note and the satisfaction of all Obligations in full, such
remaining procceds shall be paid to Grantor as Grantor may direct.

(c) Any expense incurred by U.S. Bank in connection with the foregoing, and
interest thereon at the Note Rate accruing from the date paid by U.S. Bank until
reimbursed by Grantor, shall be added to the Obligations secured by this Trust Deed and
shall be a lien or charge on the Trust Estate.

1.15  Imposition of Tax. The following shall constitute taxes to which this

paragraph applies:

(a) A specific tax upon deeds of trust or upon all or any part of the
indebtedness secured by a Trust Deed;

(b) A specific tax on the owner of property covered by a Trust Deed that the
taxpayer is authorized or required to deduct from payments on the Trust Deed;
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(c) A tax on premises covered by a Trust Deed chargeable against U.S. Bank
under the Trust Deed or the holder of the Note; and

(d) A specific tax on all or any portion of the indebtedness secured hereby or
on payments of principal and interest made by a grantor under a Trust Deed.

If any federal, state, or local tax to which this paragraph applies is enacted subsequent to the date of
this Trust Deed, this shall have the same effect as a default and U.S. Bank may exercise any or all of
the remedics available to it in the event of a default, unless the following conditions are met:

(y) Grantor may lawfully pay the tax or charge imposed; and

(z) Grantor pays the tax or charge within 30 days after notice from
U.S. Bank that the tax law has been enacted.

1.16 No Waiver. By accepting payment of any obligation herein mentioned
after its due date, U.S. Bank does not waive U.S. Bank's right either to require prompt payment
when due of all other obligations herein mentioned, or to declare default for Grantor's failure to
timely pay the obligation in question.

1.17 Repayment of Advances. Upon receipt of notice, Grantor immediately
shall repay all sums expended or advanced hereunder by or on behalf of U.S. Bank or Trustee
with respect to insurance required under paragraph 1.2 hereof, or to pay any Imposition or any
claim for services rendered or material furnished to the Real Property that is not paid for by
Grantor in accordance with paragraph 1.6 of this Trust Deed, with interest from the date of such
advance or expenditure al the Note Rate, and the repayment thereof shall be secured hereby.
Failure to repay any such expenditure or advance and interest thereon within 10 days of such
notice will, at U.S. Bank's option, constitute an Event of Detault hereunder; or U.S. Bank may, at
its option, commence an action against Grantor for the recovery of such expenditure or advance
and interest thereon, and in such event Grantor agrees to pay, in addition to the amount of such
expenditure or advance, all costs and expenses incurred in such action, together with reasonable
attorney's fee at trial and on appeal.

1.18  Limitations of Usg. Grantor shall not initiate, join in, or consent to any
change in any private restrictive covenant, zoning ordinance, or other public or private
restrictions limiting or defining the uses that may be made of the Real Property if, in U.S. Bank's
reasonable discretion, any of the foregoing would be likely to have a material adverse effect on
the value of the Real Property (or any portion thereof).

1.19 Permitted New or Modified Authorizations. Notwithstanding anything to
the contrary in this Deed of Trust, Grantor shall not be obligated to obtain U.S. Bank's consent to
any new or modified Authorizations that do not materially impair the value of the Real Property
subject to the new or modified Authorization, nor shall it be obligated to obtain U.S. Bank's
consent to the dedication of, or grant of any right to, any portion of the Real Property to a
governmental authority in connection with such new or modified Authorization.

-14- o
PDXDOCS:1730410.2



ARTICLE NI

ASSIGNMENT OF LEASES AND RENTS

2.1 Assignment. Grantor hereby assigns to U.S. Bank and grants to U.S. Bank

a lien and sccurity interest in all Leases as security for performance of all obligations secured by
this Trust Deed.

2.2 Representations and Warrantics. Grantor represents and warrants as

follows:

(a) Grantor has good right, title, and interest in and to the Leases and Cash
Collateral and good right to assign the same, and no other person has any right, title, or
interest therein.

(b) Grantor has performed all the terms, covenants, conditions, and warranties
of the Leases on Grantor part to be kept, observed, and performed and is not in material
default under any of the terms thercof.

(c) The existing Leases, if any, are valid and unmodified and are in full force
and effect.

(d) Except for Permitted Encumbrances, Grantor has not previously sold,
assigned, transferred, mortgaged, pledged, or granted a security interest in the Cash
Collateral, whether now due or hereafter to become due.

(e) None of the Cash Collateral due and issuing from the Real Property or
from any part thereof has been collected for any period in excess of one month from the
date hereof, and payment of any of same has not otherwise been anticipated, waived,
released, discounted, set off, or otherwise discharged or compromised.

(f) Grantor has not received any funds or deposits from any tenant for which
credit has not already been made on account of accrued Cash Collateral.

(g) None of the tenants under any existing Leases is in default of any of the
terms thereof.

2.3 Covenants of Performance. Grantor covenants and agrees as follows:

(a) Grantor shall observe, perform, and discharge, duly and punctually, all of
the obligations of the Leases on the part of Grantor to be kept, observed, and performed;
and shall give prompt notice to U.S. Bank of any failure on the part of Grantor to
observe, perform, and discharge same.

(h) Grantor shall notify and direct in writing each and every present or future
tenant or occupant of the Real Property, or any part thereof, that any security deposit or
other deposits heretofore delivered to Grantor have been retained by Grantor or assigned
and delivered to U.S. Bunk as the case may be.
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(c) Grantor shall enforce the performance of each and every obligation, term,
covenant, condition, and agreement in the Leases by any tenant to be performed, and
shall notify U.S. Bank of the occurrence of any material default under the Leases.

(d) Grantor shall appear in and defend any action or proceeding arising under,
occurring out of, or in any manner connected with the Leases or the obligations, dutics, or
liabilities of Grantor or any tenant thereunder at the expense of Grantor.

2.4 Prior Approval for Actions Affecting Teases. Grantor further covenants

and agrees that, without the prior written consent of U.S. Bank:

(a) Grantor shall not receive or collect any Cash Collateral from any present
or future tenant of the Real Property or any part thereof for a period of more than one
month in advance (whether in cash or by promissory note) nor pledge, transfer, mortgage,
grant a security interest in, or otherwise encumber or assign future payments of Cash
Collateral.

(b) Grantor shall not waive, forgive, excuse, condone, discount, set off,
compromise, or in any manner release or discharge any tenant under any Leases having a
term in excess of one year of or from any material obligations, covenants, conditions, and
agrecments by such tenant to be kept, observed, and performed, including the obli gation
to pay the Cash Collateral thereunder in the manner and at the place and time specified
therein.

(c) Grantor shall not cancel, terminate, or consent to any surrender of any of
the Leases having a term in excess of one year, nor commence any action of gjectment or
any summary proccedings for dispossession of the tenant under any such Leases, nor
exercise any right of recapture of the Real Property provided in any such Leases, nor
modify or in any way alter the tcrms thereof.

(d) Grantor shall not lease any part of the Real Property for a term in excess
of one year, nor renew or extend the term of any Leases of the Real Property other than
month-to-month rental agrecements unless an option therefor was originally so rescrved
by tenants in the Leases.

(e) Grantor shall not relocate any commercial tenant within the Real Property
nor consent to any modification of the express purposes for which the Real Property has
been leased, nor consent to any subletting of the Real Property or any part thereof, or to
any assignment of the Leases by any commercial tenant thereunder or to any assignment
or further subletting of any subleasc.

25 Rejection of Icases. Grantor further covenants and agrees as follows:

(a) Tn the event any tenant under the Leases should become the subject of any
proceeding under the United States Bankruptcy Code or any other federal, state or local
statute which provides for the possible termination or rejection of the Leases assigned
hereby, Grantor covenants and agrees that in the event any of the Leases are so rejected,
no damage settlement shall be made without the prior written consent of U.S. Bank.
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(b) Grantor hereby assigns any such payment to U.S. Bank and further
covenants and agrees that upon request of U.S. Bank, it will duly endorse to the order of
U.S. Bank any such check, the proceeds of which will be applied to any portion of the
indebtedness secured by this Trust Deed in such manner as U.S. Bank may elect.

2.6  License to Collect Cash Collateral. As long as no Event of Default exists
hereunder, Grantor shall have the right under a license granted hereby (but limited as provided
herein) to collect, but not prior to accrual, all of the Cash Collateral arising from or out of said
Leascs or any renewals, extensions, and replacements thereof, or from or out of the Real
Property or any part thereof. Grantor shall receive such Cash Collateral and hold the Cash
Collateral, together with the right and license herein granted as a trust fund to be applied, and
Grantor hereby covenants to so apply them, as required by U.S. Bank, first to the payment of
taxcs and assessments upon the Real Property before penalty or interest is due thereon; second to
the costs of insurance, maintenance, and repairs required by the terms of this Trust Deed; third to
satisfaction of all obligations under the Leases; and fourth to the payment of interest, principal,
and any other sums becoming due under the Note and Trust Deed, before using any part of the
same for any other purposes. Upon the conveyance by Grantor and its successors and assigns of
Grantor interest in the Real Property, all right, title, interest, and powers granted under the
license aforesaid automatically shall pass to and may be excrcised by each subsequent owner.

2.7  Limitation of U.S. Bank's Obligations. Notwithstanding the assignment
provided for in this Section 2.7 of this Trust Deed, U.S. Bank shall not be obligated to perform or
discharge, and U.S. Bank does not undertake to perform or discharge, any obligation or liability
with respect to the Leases or the Rents. This assignment shall not operate to place responsibility
for the control, care, maintenance, or repair of the Trust Estate upon U.S. Bank, or to make
U.S. Bank responsible for any conditions of the Real Property. U.S. Bank shall be accountable
to Grantor only for the sums actually collected and received by U.S. Bank pursuant to this
assignment. Grantor shall hold U.S. Bank ands each of U.S. Bank fully harmless from,
indemnify U.S. Bank and each of U.S. Bank for, and defend U.S. Bank and each of U.S. Bank
against any and all claims, demands, liabilities, losses, damages, and expenses, including
attorney fces, arising out of any of the Leases, with respect to any of the Rents, or in connection
with any claim that may be asserted against U.S. Bank and each of U.S. Bank on account of this
assignment, or any obligation or undertaking alleged to arise therefrom.

ARTICLE IlI

DEFAULT; REMEDIES UPON DEFAULT

3.1 Events of Default. Any of the following events shall be deemed an event
of default hereunder (the "Events of Default"):

(a) A writ of exccution or attachment or any similar process shall be issued or
levied against all or any material part of or interest in the Trust Estate, or any judgment
involving monetary damages shall be entered against Grantor that shall become a lien on
the Trust Estate or any portion thereof or interest therein, and such execution, attachment,
or similar process or judgment is not released, bonded, satisfied, vacated, or stayed within
60 days after its entry or levy; or
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(b) The default by Grantor in the performance of any of its covenants under
this Trust Deed, or any breach of any warranty or representation made by Grantor in this
Trust Deed; or

() Any event of default under the Note.

32 Rights and Remedies on Default. Upon the occurrence of any Event of
Default hereunder and at any time thereafter, U.S. Bank may exercise any one or more of the
following rights and remedies:

(a) The right at its option by notice to Grantor to declare the Obligations
secured hereby immediately due and payable.

(h) With respect to all or any part of the Trust Estate, the right to foreclose by
judicial foreclosure in accordance with applicable law.

(©) The right to have Trustee sell the Trust Estate in accordance with
Chapter 86 of the Oregon Revised Statutes (or any successor thereto) and the Uniform
Commercial Code where applicable, at public auction to the highest bidder. Any person
or entity except Trustee may bid at the foreclosure sale conducted by Trustee. The power
of sale conferred by this Trust Deed and the law is not an exclusive remedy, and when
not exercised, U.S. Bank may foreclose this Trust Deed as a mortgage. Trustee is not
obligated to notify any party hereto of a pending sale under any other Trust Deed or of
any action or proceeding in which Grantor, Trustee, or U.S. Bank shall be a party, unless
such action or proceeding is brought by Trustee.

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

(e) The right, without notice to Grantor, to collect the Cash Collateral without
taking possession, and to demand, collect, receive, sue for, attach, and levy against the
Cash Collateral in U.S. Bank's name; to give proper receipts, releases, and acquittances
therefor; and after deducting all necessary and proper costs and expenses of operation and
collection as determined by U.S. Bank, including reasonable attorney fees, to apply the
net proceeds thereof, together with any funds of Grantor deposited with U.S. Bank, upon
any indebtedness secured hereby and in such order as U.S. Bank may determine. In
furtherance of this right, U.S. Bank may require any tenant or other user to make
payments of rent or use fees dircctly to U.S. Bank, and payments by such tenant or user
to U.S. Bank in responsc to its demand shall satisfy the obligation for which the
payments arec made, whether or not any proper grounds for the demand existed.

() The right to have a receiver appointed to take possession of any or all of
the Trust Estate, with the power to protect and preserve the Trust Estate and to operate
the Trust Estate preceding foreclosure or sale and apply the proceeds, over and above
cost of the receivership, against the indebtedness secured hereby. The receiver may serve
without bond if permitted by law. U.S. Bank's right to the appointment of a receiver shall
exist whether or not the value or apparent value of the Trust Estate exceeds the
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Obligations by a substantial amount. Grantor hereby irrevocably consents to the
appointment of a receiver on the terms sct forth herein. Employment by U.S. Bank shall
not disqualify a person from serving as receiver. Upon taking possession of all or any
part of the Trust Estate, the receiver may:

(1 Use, operate, manage, control, and conduct business on the Trust
Estate;

(2) Make cxpenditure for all maintenance, renewals, replacements,
alterations, additions, and improvements to the Trust Estate as in the receiver's
judgment are proper;

(3) Insure and reinsure the Trust Estate and all risks incidental to the
possession, operation, and management of the Trust Estate;

4) Collect the Cash Collateral and any other revenues and income
from the Trust Estate and apply such sums to the expenses of use, operation, and
management in such priority as the receiver deems appropriate. Grantor promptly
shall turm over to the receiver all documents, books, records, papers, and accounts,
together with the amount of any deposits, rentals, and use fees from any tenant or
other user. The receiver may appear in any proceeding or bring suit on Grantor's
behalf, as necessary to enforce obligations of any tenant or other user, including
actions lor the recovery of rent and actions in forcible detainer;

(5 Cancel or terminate any Lease or agreement for any cause for
which Grantor would be entitled to cancel the same; |

(6) Extend or modify any Lease and make any new Lease on any
portion of the Trust Estatc. Any such instruments shall be binding upon Grantor
and all persons whose interests in the Trust Estate are subordinate to this Trust
Deed, and upon the purchaser or purchasers at any foreclosure sale,
notwithstanding any redemption from sale, discharge of indebtedness, satistaction
of the foreclosure decree, or issuance of any certificate of sale or deed to any
purchaser;

(7) Complete any construction in progress on the Real Property, and in
that connection, pay bills, borrow funds, employ contractors, and make any
changes in plans or specifications as the receiver deems appropriate; or

(8) If the revenues and income are insufficient to pay expenscs, the
receiver may (but shall not be entitled to) borrow from U.S. Bank such sums as
the receiver deems necessary for the purposes stated in this paragraph. The
amounts borrowed shall bear interest from the date of expenditure until repaid at
the Note Rate. Such sums shall become a part of the Obligations secured by this
Trust Deed and shall be payable by Grantor on demand.
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(2) Subject to any limitations imposed by law, the right to obtain a deficiency
judgment in the event the net sale proceeds of any foreclosure sale are insufficient to pay
the entire unpaid indebtedness secured hereby.

(h) The right to maintain an action against Grantor or any other person liable
on the Obligations prior to a notice of trustee's sale having been given or after the
discontinuance of a trustee's sale.

(1) Any other right or remedy provided in this Trust Deed, the Note, any other
[.oan Documents, or under law,

33 Foreclosure by Power of Sale. If U.S. Bank elects to foreclose by excrcise
of the power of sale herein contained, U.S. Bank shall notify Trustee and shall deposit with
Trustee this Trust Deed and the Note and such receipts and evidence of expenditures made and
secured hereby as Trustee may require. Upon receipt of such notice from U.S. Bank, Trustee
shall cause to be given such notice of default as then required by law, including any notices
required to preserve U.S. Bank's right to seek a deficiency judgment against Grantor or any
guarantor. Trustee shall, without demand on Grantor, after lapse of such time as may then be
required by law and after notice of sale and notice of foreclosure having been given as required
by law, sell the Trust Estate at the time and place of sale fixed by it in such notice of sale and
notice of foreclosure, either as a whole, or in scparate lots or parcels or items as Trustee shall
deem expedient, and in such order as it may determine, at public auction to the highest bidder for
cash in lawful money of the United States payable at the time of sale, Trustee shall deliver to
such purchaser or purchasers thereof good and sufficient deed or deeds conveying the property
so sold, but without any covenant or warranty, express or implied. The recitals in such deed of
any matters or facts shall be conclusive proof of the truthfulness thereof. After deducting all
costs, fees, and expenses of Trustee and of this trust, including costs of evidence of title and
rcasonable attorney fees in connection with sale, Trustee shall apply the proceeds of sale to
payment of all sums expended under the terms hereof, not then repaid, with accrued interest, all
other sums then secured hereby and the remainder, if any, shall be paid to the person (or persons)
or entity (or entities) entitled thereto.

3.4 Due on Sale or Increase in Interest Rate on Sale. Grantor agrees and
acknowledges that Grantor's personal responsibility and/or control of the Real Property is a
material inducement to U.S. Bank to agree to enter into this transaction. Except as provided in
paragraph 3.5 of this Trust Deed, any conveyance ol the whole or any part of the Real Property,
whether by deed, contract, further encumbrance, or otherwise, lease of the same (other than a
lease of any portion of the space in the improvements on the Real Property in the ordinary course
of business without an option to purchase) without U.S. Bank's prior written consent, or any
transfer of membership or ownership interests in Grantor without U.S. Bank's prior written
consent shall be deemed to increase the risk of U.S. Bank, and U.S. Bank or other holder may
declare the entire unpaid balance of the Obligations immediately due and payable, or, in its
reasonable discretion, it may consent to such conveyance, or transfer of membership or
ownership interests in writing and may increase the interest rate on the Note, change the maturity
date of the Note, modify the loan terms. or impose whatever other conditions it shall deem
necessary to compensate it for such increased risk. Any increase in interest shall entitle the
holder to increase monthly payments on the loan evidenced by the Note so as to retire the
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obligation within the original stipulated time. Tn the event Grantor shall request the consent of
U.S. Bank in accordance with the provisions of this Section 3.4 of this Trust Deed, Grantor shall
deliver a written request to U.S. Bank, together with such information as U.S. Bank may
reasonably request regarding such conveyance, further encumbrance, lease, or transfer of
membership or ownership interests and shall allow U.S. Bank 30 days to evaluate such request.
If U.S. Bank approves such conveyance, encumbrance, lease, or transfer of capital stock or
partnership interest, Grantor shall pay U.S. Bank a reasonable processing fee in an amount to be
determined by U.S. Bank but in no event less than $500 to compensate U.S. Bank for its costs in
processing such request. Consent as to any onc transaction shall not be decmed to be a waiver of
the right to require consent to any further or successive transaction. The execution and delivery
by Grantor of any joint venture agreement, partnership agreement, declaration of trust, option
agreement, or other instrument whereunder any person, corporation, or other entity may become
entitled, directly or indirectly, to the posscssion or enjoyment of the Real Property, or the income
or other benefits derived or to be derived therefrom, shall in each case be deemed to be a
conveyance or assignment ol Grantor's interest in the Real Property for the purposes of this
section, and shall require the prior written consent of U.S. Bank. In the event ownership of the
Real Property or any portion thereof becomes vested in a person other than Grantor, U.S. Bank
may, without notice to Grantor, whether or not U.S. Bank has given written consent to such
change in ownership, deal with such successor or successors in interest with reference to this
Trust Deed and the obligations secured hereby, in the same manner as with Grantor, without in
any way viliating or discharging Grantor’s liability hereunder or the obligations hereby secured.

3.5 Permitted Sale of the Real Property. Notwithstanding the provisions of
paragraph 3.4 of this Trust Deed, Grantor may sell the Real Property in an arm'’s length
transaction to a third-party for cash, provided that all Net Proceeds (as defined 1n the following
sentence) resulting from such a sale shall be paid to U.S. Bank contemporancously with the sale
of the Real Property for application to the Obligations in accordance with the Note and this Trust
Deed. As used in this Trust Deed, the term Net Proceeds means the total cash proceeds resulting
from the sale of the Real Property in accordance with the preceding sentence minus
(a) customary and reasonable closing costs for the account of Grantor (as seller) in relation to
such sale, (b) real property taxes owed with respect to the Real Property through the date of sale,
and (¢) an amount specified by Grantor, which amount shall be subject to U.S. Bank’s approval
(which approval shall not be withheld without reasonable cause), that shall be used by Grantor (0
pay the income tax liability (if any) of Grantor resulting from the sale of the Real Property.

3.6 Attorneys' Fees. In the event suit, action, or arbitration proceeding is
instituted to enforce any of the terms of this Trust Deed, the prevailing party therein shall be
entitled to recover from the other party thereto such sum as the court or arbitrator may adjudge
reasonable as attorneys' fees at trial, on any appeal, and in any bankruptcy proceeding. All
reasonable expenses incurred by U.S. Bank that are necessary at any time in U.S. Bank's opinion
for the protection of its interest or the enforcement of its rights, including without limitation, the
cost of any appraisal of the Trust Estate, searching records, obtaining title reports, surveyors'
reports, demanding payment, attorneys' opinions, or title insurance, whether or not any court
action is involved, shall become a part of the indebtedness secured hereby, payable on demand,
and shall bear interest at the Note Rate from the date of expenditure until paid.
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3.7 Surviving Obligations. The obligations and liabilities of Grantor for waste
on the Real Property or for wrongful retention of any Cash Collateral, insurance proceeds, or
condemnation awards shall survive any termination, satisfaction, assignment, entry of judgment
of foreclosure, delivery of trustee's deed in a nonjudicial foreclosure proceeding, or delivery of a
deed in lieu of foreclosure.

ARTICLE IV

MISCEILLANEOUS

4.1 Goverming Law. This Trust Deed shall be governed by the laws of the
state of Oregon, without regard to its principles of conflicts of law.

4.2 Invalidity of Certain Provisions. Every provision of this Trust Deed is
intended to be severable. In the event any term or provision hereof or any application of any
provision is declared to be illegal or invalid for any reason whatsoever by a court of competent
jurisdiction, such illegality or invalidity shall not affect the balance of the terms and provisions
hereof or any other application of such provision, which terms and provisions shall remain
binding and enforccable. If the lien or charge of this Trust Deed is invalid or unenforceable as to
any part of the Obligations secured hereby, or if the lien is invalid or unenforceable as to any part
of the Trust Estate, the unsecured or partially secured portion of the Obligations shall be
completely paid prior to the payment of the remaining and secured or partially secured portion of
the Obligations, and all payments made in respect of the Obligations, whether voluntary or under
foreclosure or other enforcement action or procedure, shall be considered to have been first paid
on and applied to the full payment of that portion of the Obligations that is not sccured or fully
secured by the lien of this Trust Deed.

43 Modification. The terms and provisions of this instrument cannot be
waived, changed, discharged, or terminated orally, but ouly by an instrument in writing signed
by the party against whom enforcement of any waiver, change, discharge, or termination is
sought,

4.4 Inspections and Appraisals. U.S. Bank or its agents may enter upon the
Real Property with rcasonable prior notice and at any reasonable times to inspect the Real
Property or to perform any of the acts U.S. Bank is authorized (o perform under any of the Loan
Documents, whether or not any default exists hereunder. If Grantor refuses to permit such
inspection, U.S. Bank may specifically enforce performance of this provision. U.S. Bank may
complete an appraisal in the Event of Default or as set forth in this Section 4.4 of this Trust
Deed, and Grantor agrees to pay the cost of all appraisals required by U.S. Bank (a) to comply
with (i) any applicable statute or regulation, or (ii) the request or directive (whether or not having
the force of law) of any regulatory authority with jurisdiction over U.S. Bank, (b) to comply with
U.S. Bank's policies concerning appraisals, or (c) at any time after the occurrence of an Event of
Default. All such appraisal costs shall become a part of the Obligations secured hereby and shall
be payable on demand, together with interest thereon at the Note Rate.

4.5 Reconveyance by Trustee. Upon written request of U.S. Bank stating that
all Obligations secured hereby have been paid, and upon surrender of the Note to Trustee for
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cancellation and retention and upon payment by Grantor of Trustee's fees, Trustee shall reconvey
to Grantor, or the person or persons legally entitled thereto, without warranty, any portion of the
Trust Estate then held hercunder. 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 person or persons legally entitled thereto.”

4.6 Notices. Whenever U.S. Bank, Grantor, or Trustee shall desire to give or
serve any notice, demand, request, or other communication with respect to this Trust Deed, each
such notice, demand, request, or other communication shall be in writing and shall be effective
only if the same is delivered by personal service or mailed by registered or certified mail,
postage prepaid, return receipt requested, and addressed as follows:

(a) If to Grantor:
Ctis Addorsen. 67
(52 Moqtecey O s
Mo b2 " 77507

(b) If to U.S. Bank:

U.S. Bank National Association

Private Banking

Southern Oregon Business Banking |
131 E. Main Street

Medford, Oregon 97501

Attention: Ms. Jeresa C. Hren

(c) If to Trustee;

U.S. Bank Trust Company, National Association
555 S.W. Oak Street (PL-7)
Portland, Qregon 97204

Any communication that is mailed as provided above shall be deemed delivered 72 hours after
mailing. Any party may at any time change its address for such notices by delivering or mailing to
the other parties hereto a notice of such change in accordance with this Section 4.6 of this Trust
Deed.

4.7 Acceptance by Trustee. Trustec accepts this trust when this Trust Deed,
duly executed and acknowledged, is made a public record as provided by law.

4.8 Captions. The captions or headings at the beginning of each section
hereof are for the convenience of the parties and are not a part of this Trust Deed.

49 No Merger. If both the lessor's and lessee's estates under any lease or
portion thereof that constitutes a part of the Trust Estate shall at any time become vested in one
owner, this Trust Decd and the lien created hereby shall not be destroyed or terminated by
application of the doctrine of merger and, in such event, U.S. Bank shall continue to have and
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enjoy all of the rights and privileges of a beneficiary of a Trust Deed as to the separate estates.
In addition, upon the foreclosure of the lien created by this Trust Deed on the Trust Estate
pursuant to the provisions hereof, any leases or subleases then existing and created by Grantor
shall not be destroyed or terminated by application of the law of merger, as a matter of law, or as
aresult of such foreclosure unless U.S. Bank or any purchaser at any such foreclosure sale shall
so elect. No act by or on behalf of U.S. Bank or any such purchaser shall constitute a
termination of any lease or sublease unless U.S. Bank or such purchaser shall give written notice
thereof to such tenant or subtenant.

4.10  Late Charge. Grantor recognizes that default by Lithia Holding in making
the payments under the Note or in any of the other Loan Documents when due will result in
U.S. Bank incurring additional expense servicing the loan, loss to U.S. Bank of the use of the
money due, and frustration to U.S. Bank in meeting its other loan commitments. To the extent
provided in the Loan Documents, in the event that any payment or portion thereof is not paid
within 19 days after the date it is due, U.S. Bank may collect, and Grantor agrees to pay with
such payment, a late charge of 5 percent of any overdue amount as liquidated damages for the
additional expense of handling such delinquent payments. Such late charge represents the
reasonable estimate of U.S. Bank and Grantor of a fair, average compensation due to the failure
of Lithia Holding to make timely payments. Such late charge shall be paid without prejudice to
the right of U.S. Bank to collect any other amounts provided to be paid or to declare a default
hereunder.

411  Interpretation. In the event of any conflict between the terms of this Trust
Deed and the terms of the Note, the terms of the Note shall control.

4.12 Not Agricultural. The Real Property is not used principally for
agricultural purposes.
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IN WITNESS WHEREOQF, Grantor has executed this Trust Deed as of the day and

year first above written.

Christopher P. Adderson, as trustee of the
Christopher P. Adderson Family Trust U.T.A.D.
July 1, 2006

State of OREGON

County of SOLXSOM

i
This instrument was acknowledged before me on this 28 day of July, 2008, by
Christopher P, Adderson, as Trustee of the Christopher P. Adderson Family Trust U.T.A.D.
July 1, 2006.

JJ)__‘ ‘ ‘ OFFICIAL SEAL
Notary Public for the State of Oregon COLLE=N NASCIMENTO-
NOTARY PUBLIC-OREGON
COMMISSION NO, 383776

MY COMMISSION EXPIRES AUG. 15, 2008
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ALL IMPROVEMENTS LOCATED ON PROPERTY OF THE UNITED STATES SITUATED
THEREON PURSUANT TO SPECIAL USE PERMIT INCLUDING ANY AND ALL RIGHTS,
TITLE, LIEN, OR INTEREST THAT MAY BE TRANSFERABLE PURSUANT TO SAID SPECIAL
USE PERMIT, BEING MORE PARTICULARLY IDENTIFIED AS FOLLOWS:

LOT 6 IN BLOCK F, U.S. FOREST SERVICE, LAKE OF THE WOODS SUMMER HOMESITES,
ACCORDING TO THE OFFICIAL PLAT THEREOQF ON FILE IN THE OFFICE OF THE COUNTY
CLERK OF KLAMATH COUNTY, OREGON.
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