NEVADA STATE DEPARTMENT OF AGRICULTURE
81835 JUNIOR AGRICULTURAL LOAN PROGRAM —-RURAL REMABILITATION TRUST FUND

SECURITY AGHEEMENT

'I‘h:.s hgreement 15 made between

Guv Lynn Phelns & Larry Phelps

'correct, (b) Proceeds of ‘all loans will be used for the purposes agreed 1pon; (c) Debto
‘the owner of. the Collateral free and clear of any lien, encumbrance or security 1nterest

. except‘. as stat.ed on the Debtor's loan application(s}; and (4) Debtor will defend the Collateral
against any cla:.m or demand adverse to Secured Party's interest.

2. TPAYMENT - Debtor will pay when due all indebtedness secured by the Agreement, together
with interest, and all rent, taxes, levies, assessments or other claims which are or may -
become liens against the Collaterai.

3. INSURANCE - Debtor will insure the Collateral in such apounts and in Such manner as may
e regquired by the Secured Party and will pay all insurance premiums when due- .
4. CARE OF COLILATERAL — Debtor will care for the Collateral in a goprd and husbandlike manner,”
will keep in good standing all brands and rights to water, rangeland, grazing privileges and
leases held by Debtor and used in connection with the Collateral and will not further encumber,
sell, remove or otherwise dispose of the Collateral or said rlghts without the wr:.i:ten consent
of the Secured Party.

5. INSPECTION — Secured Party shall have the right to inspect the Collateral at any time, and
to that end Debtor agrees to gather the Collateral at a place to be designated by Secured
Party which is reasonably convenient to both parties.

6. PRESERVATION OF COLLATERAL — If the Debtor fails te attend to and care for the Collateral
as agreed, the Secured Party at its option may enter upon Debtor’s premises, exercise all
Pebtor's rights to use brands, water, rangeland, grazing privileges, and leased land and
perform all things which may be necessary to preserve or market the Collateral at Debtor's
expense or if Debtor fails to pay, when due, any rent, taxes, levies, assessments, insurance
premiums or other claims as agreed, the Secured Party at its option may pay the sams or any
part thereof without waiving its right to enforce this Agreement for default and all such
expenses incurred and amounts paid by Secured Party, imscluding reasonable attorney’s fees
and legal expenses shall be added to the indebtedness hereby secured and bear interest at
the Secured Party's then current loan rate from the date of payment.

7. DUE DATE - Upon the death of Debtor or upen the filing by or against Debtor of a petition
for relief under the Federal Bankruptcy Act or under the insolvency laws of any state or upon
the making by Debtor of an assignment for the benefit of creditors or upon the levy by a
creditor upon any of the Collateral, or in case Secured Party deems itself unsecured at any
time, the entirs indebtedness s=cured hereby shall, at the option of Secured Party, bscome
immediately due and payable.

8. DEFAULT -~ Default by Debtor vccurs when any of the following performances take place:

{1) Konpayment of principal or interest; (2) Honpayment of taxes or insurance on the Collateral;
{3) Destruction or substantial damages to Collateral or unreasonable depreciation in value of
Collateral; (4) Death of Debtor {or failure to maintain corporate existence in good standing);
{5) Involvement of Debtor in proceeding under Bankruptcy Act or under State law for debt
adjustment receivership, assignment for benefit of creditors: ({6} Seizure of Collateral by
other creditors; (7) Change of use or location of Collateral of other than normal practice
without notice or consent of Secured Party; (8) Failure to perform any other obligations of

the Security Agreement. The entire indebtedness hereby secured shall, at the option of Secured
Party may proceed to enforce its security interest by any means provided herein or under the
uniform Commercial Code Secured Transactions, or otherwise allowed by law. Upon demand Debtor
shall assemble the Collateral and make it available to Secured Party on the premises of the
Debtor or at any other place designated by Secured Party which is reasonably coavenient to
both parties. All reasonable expenses, including legal expenses and attorney's fees, incurred
by the Secured Party in the exercise of its right to take possession and dispose of the
Collateral must be paid in order to redeem the Collateral or in the event of sales shall be
paid from the proceeds therecf. B

9. ~ OPTIONAL ADVANCES - Nothing herein shall be construed to obligate the Secured Party to
make any additional loans or advances to the bDebtor.

10. SETOFF — Secured Party may at any time exercise the right of setoff with respect to any
money held for the account of Debtor.

11. PAYMENT OF PROCEEDS — At any time the Secured Party may notify an account debtor or
holder of any proceeds from sale of Collateral that it has a security interest in said account
or proceeds and thereafter receive direct payment from maid party.

12. RELFEASES - Secured Party may release all the Collateral or any portion thereof with or

without requiring a reduction of the debt hereby secured and said release shall not affect
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Al ):_J.ghts of’ Secured Party hereunde: shall. inufe to the banefit of its successors and
iqn and: all Obllgat:.cms ‘oL the’ Debi:or shall h].]’l.d ‘its heirs,. executors, adm:.m.strators
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their obligations heteunder shal

EQUIPMENT AND OTHER COLLATERAL:

a1l products of the above Collateral and all proceeds from sale of :said Collateral or products.

The land on which all crops are growing or will be growing and on which other Collateral
deseribed herein will normally be located for inspection purposes is situated in:

Diamond Valley, Eureka
County{ies), State of Nevada

, and described or commonly known as follows:

Family Ranch, 30 miles north of Eureka on County Road 101

COSIGNER.

Cosigner signing below agrees that in the event the Debtor fails to repay the
indebtedness as provided by the Promissory Hote that subject Cosigner will assume the

responsibility of the Debtor to maintain the Collateral and repay the balance of the
indebtedness plus accrued interest.

DATED: CafﬂJ—Wﬂ é@%éﬂ—ﬁ?/
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(DPJ;"{OJ-’) Guy Lynn Phelps {Cosigner) Larry helps

Diamond Valley Rt., Box 46, Eureka, Nv 89316

Same
(Address, of Debtor)

(Address-Pf Cosigner)
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