. 97603.

o : ;shxeldCr, t, Inc. : -
r -9682 Greanbriar Drive .

. THIS SUBORDINATION AGREEMENT is entered into among Robert E. Cheyne and Helen
'J. Cheyne ("Cheynes™, whose address is 9682’ Greenbnar Drive, Klamath Falls, Oregon 97603;-Forest
.+ Products Federal Credit Union ("l.ender'), whose address is PO Box 1179, Klamath Falls, Oregon 97601;

" 'and Shield Crest, Inc ("Shleld C st"), whose address 1s 9682 Greenbnar Drive, Klamath Falls, Oregon

i H : ; 5

WHEREAS Chéynes and Slueld Crest ‘each want Lender to pronde financxal

b accommodatlons to Cheynes in the form of an extension of time to pay or: other compromises regarding
all or r part of Cheynes present mdebtedness to Lender. : ~

, : WHE.REAS Cheynes and Shield Crest each represent and acknowledge to Lender that
Shield Crest will benefit as a result of these financial accommodatmns from Lender to Cheynes, and,
Shleld Crest acknowledges recexpt of valuable con51deratron for entenng into this Agreement.

NOW TI-lEREFORE based on the representanons and acknowledgments contained in this
Agreement, Shield Crest and Ch-ynes agree w1th Lender as follows"‘ ‘

DEI-']NITIONS. The followmg words shall have the ollowmg meanmgs when used in this Agreement. '
Terms not otherwise defined in thlS Agreement shall have the meanings attributed to such terms in the
. Uniform Commercial Code. Al ;references to dollar arnounts shall mean amounts in Tawful money «of the

Umted States of Amenca Lo ; SR

. Agreement may be ;
schedules attached to tiais Subordmanon ement ﬁ'om nme to time.

'cheyna. The word "CL ynes ' means Rob} E. Cheyne and Helen J Cheyne, jointly and severally

}I.mde.r. The word "Lender” 'means Forest Products I-‘ederal Credxt Umon and xts successors and
assrg‘ns ‘ T

: Secunty Intuesr. words "Secunty Int ; est" mean and mclude thhout hmltatlon any type ‘of
"*collateral secunty, cther in the form of a lien,’ charge, .mortgage, deed of trust, assignment,
pledge chattel mortga chattel trust, factor’s hen,v eqmpment trust, condmonal sale, trust receipt,

; : . ! RETURN TO. obert & Helen Cheyne
‘1 SUBO‘-‘{DINATION AGREEMENT . SIS S 9682 Greembriar Drive
: RN Y S B Klamath Falls, OR 97603




< ] . L i ; : = :
lien or title retention contract, lease or consignment intended as a security device, or any other:
security or lien interest whatsoever, whether created by law, contract, or otherwise.
Shield Crest. The word "Shield Crest" means Shield Crest, Inc., an Oregon corporation.
Subordinated Indebtedness. The words "Subordinated Indebtedness" mean and include without
limitation all present and future indebtedness, obligations, liabilities, claims, rights, and demands
of any kind which may be now or hereafter owing from Shield Crest to Cheynes. The term
"Subordinated Indebtedness" is used in its broadest sense and includes without limitation all
principal, all interest, all costs and attorney, fees, all sums paid for the purpose of protecting the
rights of a holder of security (such as a secured party paying for insurance on collateral if the
owner fails to do so), all contingent obligatio:ns of Shield Crest (such as a guaranty), and all other
obligations, secured or unsecured, of any na‘tureiwh'atsoever. ; : )

" Superior Indebtedness. The words *Superior Indebtedness” mean and include without limitation
all present and future indebtedness, obligations, liabilities, claims, rights, and demands of any kind

* which may be now or hereafter owing from Cheynes and/or Shield Crest to Lender. The term
"Superior Indebtedness” is used in its broadest sense and includes without limitation all principal,
all interest, all costs and attorney fees, all sums paid for the purpose of protecting Lender’s rights
in security (such as paying for insurance on collateral if the owner fails to do so0), all contingent
obligations of Cheynes (such as a guaranty), all obligations arising by reason of Cheyries’ accounts®
-with Lender (such as an overdraft on a checking account), and all other obligations of Cheynes
to Lender, secured or unfsécured, of any nat;ure’wharsogver. j

' SUBORDINATION. All Subordinated Indebtedness of Shield Crest to Cheynes is and shall be subordinated
' in all respects to all Superior Indebtedness of Cheynes and/or Shield Crest to Lender. All Security Interests
"' held by Cheynes, whether now existing or hereafter acquired, in any of Shield Crest’s real property or
. personal property, are also subordinated to all Secuurity Ifiterests held by Lender, whether the Lender’s

. Security Interest or Interests exist now or are acquired later.

| . PAYMENTS TO CHEYNFS Shield Crest will notmake a'xﬁd’CheYnes will not accept, at any time while any
", Superior Indebtedness is owing to Lender: B IR . :

i

a. Any payment upon any Subordinatéd Indebtedness; -

“b. . Any édvancé, u'éixsfér,"cf assignmeznf of aése:tsftb, Cheynes in any form whatsoever that
would reduce at any time or in any way the amount of Subordinated Indebtedness; ‘or

c. Any transfer of jany assets as security for the Subordinated Indebtedness, except upon
Lender’s prior written consent. = R & ,

In the event of any distiibution, division, or application, whether partial or complete, voluntary
or involuntary, by operation of law or otherwise, ofiall or any part of Shield Crest's assets, or the proceeds
thereof, in whatever form, to creditors of Shield Crest or upon any indebtedness of Shield Crest, whether
by reason of the liquidation, dissolution ot other winding-up of Shield Crest, or by reason of any execution. .
sale, receivership, insolvency, ior bankruptcy proceeding, assignment - for the benefit of creditors,
proceedings for reorganization, or readjustment of Shield Crest’s and/or Cheynes' properties, then and in
such event, (i) the Supeﬁo; Incebtedness shall be paid in full before any payment is made upon the
. Subordinated Indebtedness; and (ii) all payments and distributions, of any kind or character and whether

"' in’ cash, property, or securities, which shall be! payable or deliverable” upon or in respect of the
.. Subordinated Indebtedness shall be paid or delivered directly to Lender for application in payment of the
‘{+. amounts then due on the Supelfibr Indebtedness until the Superior Indebtedness shall have been paid in

o falle s . RORIEIEEY S S R S I L g :
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In ox;der‘that Lender may establish :its right to prove claims and recover for its own account
dividends based on the Subordinated Indebtedness, Cheynes hereby assign all right, title, and interest in
such claims to Lender. Cheynes further agree to supply such information and evidence, provide access to

and copies of such of Cheynes’ records as may pertain to the Subordinated Indebtedness, and execute such

instruments as may be required by Lender. to enable Lehder to enforce: all such claims and collect all
dividends, payments, - or ‘other - disbursements which may:be made on account of the Subordinated
Indebtedness. For such purposes, Cheynes hereby irrevocably authorize Lender in its discretion to make

and present for or on behalf of Cheynes such proofs of claims on account of the Subordinated Indebtedness
as Lender may deem expedient and proper and to vote such claims in any such proceeding and to receive
and collect any and all dividends, payments, or other disbursements, made thereon in whatever form the

same may be paid or issued and to apply the same ‘on:account of the Superiot Indebtedness.

: S : IRE : . i PR .

; Should any payment, distribution, security, or proceeds thereof be received by Cheynes at any time
on the Subordinated Indebtedness contrary to the terms of this Agreement, Cheynes immediately will
deliver the same to Lender in precisely the form received (except for the endorsement ‘or assignment of
Cheynes where necessary), for application on or-to secure’ the Superior Indebtedness, whether it is due
or niot due, and until so delivered the same shall be held in trust by Shield Crest as property of Lender..

* In the event Cheynes fail to make any such endorsement or assignment, Lender, or any of its officers on
behalf of Lender, is hereby irrevocably authorized by Cheynes to make the same.

CHEYNES' NOTES. Cheynes agreej \toj"delivgr to \Lendier', at Lender’s reques;t, all notes of Shield Crest to.
‘Cheynes, or other evidence of the Subordinated Indebtedness, now held or hereafter acquired by Cheynes,

“ “while this Agreement remains in effect. At Lender’s request, Shield Crest also will execute and deliver to

‘Cheynes a promissory note ,evidencipg any book account or claim now or hereafter owed by Shield Crest

‘to Cheynes, which note also shall be delivered by Chéynes to Lender. - Cheynes agree not to sell, assign,

pledge or otherwise transfer any | f such notes except subject to all the terms and conditions of this

WARRAN’I'IES Shleld Creét ;épresents_ and warrants to Lender

No representaﬁdns or tagr ‘ ents of ahy kind havé been made to Shield Crest which would limit
or qualify in any way:thet erms of this Agreement; EE : o

" This Agreemeni_ i's"e'x{:cute?d at ¢heynes' reqx.tiiast‘ and not ét the request of Lender;
Lender has made no representation to Shield Crest as to the creditworthiness of Cheynes; and

Shield Crest-has established adequate means of obtaining from Cheynes on a:continuing basis
information regarding Cheynes’ financial condition. . Shield Crest agrees to keep adequately
* informed from such means of any facts, events, or circumstances which might in any way affect

Shield Crest's risks under this Agreement, and Shield Crest further agrees that Lender shall have

no obligation to disclose to Shield Crest information or material acquired by Lender in the course

~of its relationship with Cheynes. n e S
 SHIELD CREST'S WAIVERS. ' Shitld Crest waives any right to require Lender:

' To make, e:)t:térid,',renéy(, : ify. loanto Ché)ineé;or to grant any other financial .

; accommodati(;ns to Cheynes wh Lk ey :

To make any’ presentment, P st, de : nd; or riotice of any kind, including ‘notice of any
" nonpayment of | erior btedness or of any nonpayment related to any Security Interests,
or notice of any action or noi ion on the part of Cheyne , Lender, any surety, endorser, or other

3. SUBORDINATION AGREEMENT
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 guarantor in connection with the Superior Indebtedness, or in connection with the creation of new
" . or additional Superior Indebtedness; - : oo T

“To resort for payment or to ‘pfdceied' directly or at Onéé:against any person, including Cheynes;
To proce‘ed‘diré:c"ﬂyragams or exhaust any Security Interests held by Lender from Cheynes, any k
other guarantor, .or any otl:xgrﬁ'pgrson; v ESE S E . e

To give notice of V;the;ft,emisf,:» time, and pléée of any public or private sale of personal property
. 'security held by Lender from Cheynes or to comply with any other applicable provisions of the
| "Uniform Commercial Codé HIREN Pegi ; R : :

To ‘pu‘rsue ahy bthef rfemeglyrwit'hih Lender's fpiower;‘_dri AR :

' To commit any act'qriomiisfsion of any kind, at any time, with respect to any matter whatsoever.

 'LENDER’'S RIGHTS. Lender may take or omit a;'xy and ail actions with respect to the ‘Superior

Indebtedness or any Security Interests for the Superior Indebtedness without affecting whatsoever any of

- 'Lender’s rights under this Agreement. In particular, without limitation, Lender may, without notice of any
*kind to Shield Crest, © -~ | 1 T S ET SN TR

Make‘one or rﬁoré additiéélal ’séckured or ungeci:ured loans :to: Cheynes; e
Repeatedly alter, cor'liprdniziise, renew, exténd,§ écélefate, or othérwise change the time for payment
or other terms of the Superior Indebtedness or any part thereof, including increases and decreases
of the rate of interest on ‘the Superior Indebtedness; extensions may be repeated and may ‘be for
longer than the original loan term; AN ST P ‘ -
“Take and hold. Security f jt_gfes_ts for the paﬁyment_of the Superior Indebtedness, and exchange,
- enforce, waive, and release any such Security Interests, with or without the substitution of new
 collateral; il i E HERENS RIS I ; :

. L E R D LG SR TP - i I i
Release, substitute, agree not to sue, or deal:with any one or more of Cheynes’ sureties, endorsers,
or guarantors On any fenns or manner Lender chooses; © - -

3 5

Determine how, W

: ., when and what application of payments and credits, shall be made on the
* Superior Indebtedness AT EEI TS S IR RS IS L R

Apply such security and 3l_irect,i}ié order or mannerof salé thereof, as Lender in its discretion may
determine; and” . R R P R : :

Assign this Agreement itr whole orin part. . Ll o0
DEFAULT BY CHEYNES OR SHIELD CREST.  If Cheynes or Shield Crest become insolvent.or ‘bankrupt,
' this Agreement shall remain in full force and effect. In the event of a’ corporate reorganization or
- corporate arrangement of Shield Crest under the provisions of ‘the Bankruptcy Code, as amended, this
Agreement shall remain in full force and effect and the court having jurisdiction over the reorganization
or arrangement is hereby Vautho;r:izgd to preserve such priority and subordination in approving any such

*._plan of reorganization or arrangement. Any default by Shield Crest iunder the terms of the Subordinated

Indebtedness also shall be a default under the terms of the Superior Indebtedness to Lender.

i

1 DURATIONANDTERMINA'ﬁ OM. This Agréement will take effect when received by Lender, without the

"' .necessity of any acceptance by:| ender, in writing or otherwise, and will remain in full force and effect
. -until the entire Superior: ndebtedness is paid in;full.  Any notes lodged with Lender pursuant to the

|“ 4 - SUBORDINATION AGREEMENT




éééﬁon titled ":Shield”Cres;ty's I\[oies" above turned until this Agreement has no further force
_or effect. ¢ HEREEN NS U

i\:dISCELLANEOUSPR(_)VI;S’IONS'} ' ] : , ,'ovis_'. ns are a part of this Agreemen‘t:‘

Applicable Law. This Agreement has been delivéered_ to Lender and accepted by Lender in the State
of Oregon. If there is a lawsuit, Shield Crest and Cheynes agree upon Lender’s request to submit
to the jurisdiction of the courts of Klamath County, State of Oregon. This Agreement shall be
governed by and construed in accordance with. the laws of the State of Oregon. No provision
contained in this Agreement:shall be construed () as requiring Lender to grant to Cheynes or to
Shield Crest any financial assistance or other jaccommodations, or (if) as limiting or precluding
Lender from the exercise of Lender’s own judgment and discretion about amounts and times of
payment in making loans or, extending accomixlodatidns to Cheynes. ) =

Amendments. D}is:Agtgenioént Eénsﬁtu;eé ﬂxe Eentiie \iﬂde;z;tahding and agreement of the parties )
as to the matters set forth in this Agreement. ; No alteration of or amendment to this Agreement
shall be effective unless made in writing and signed by Lender, Cheynes, and Shield ‘Crest.

Attorney Fees; Expenses. Shield Crest and Cheynes agree to pay upon demand all of Lender’s costs
and expenses, ‘including attorney fees and legal expenses, incurred in connection with the
enforcement of this Agreement. : Lender may pay someone else to help enforce this Agreement,
and Shield Crest and Cheynes shall pay the costs and ‘expenses of such enforcement. - Costs and
expenses include "Lender’s attorney fees and legal expenses whether ‘or not there is a lawsuit, :
including attorney fees and legal expenses for bankruptcy proceedings (and including efforts to

' modify or vacate any automatic stay.or injunction), appeals, and any anticipated post-judgment
collection services. Shield Crest and Cheynes also shall pay all court costs and such additional

fees as may be directed by the court.

Successors. This Agreement shall extend to and bind the respective heirs, personal fepresentatives,
successors and assigns of the parties to this Agreement, and the covenants of Cheynes and Shi€ld
 Crest respecting subordination of the Subordinated Indebtedness in favor of Lender shall -extend
to, include, and be enforceable by any transferee or endorsee to whom Lender may transfer any
or all of the Superior Indebtedness. ‘ o .

PR

Waiver. Lender shall not bs deemed to have waived any rights under this Agreement unless such
waiver is given in writing and signed by Lender. No delay or omission on the part of Lender in
‘exercising any right shall  operate as a waiver of such right or any other right. A waiver by
Lender of a provision of this Agreement shall not prejudice or constitute a waiver of Lender’s right
otherwise to demand strict compliance with that provision or any other provision of this
- Agreement. No prior waiver by Lender, nor. any course of dealing between Lender and Shield
Crest, shall constitute a waiver of any of Lender’s rights or of any of Shield Crest’s obligations as
to any future transactions enever the consent of Lender is required under this Agreement, the
‘granting of such consent by Lender in any instance shall not constitute continuing consent to
. subsequent instances where such consent is required and in all cases such consent may be granted
- or withheld in : “discretion of Lender. | " - ¢ oo ;
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Robert E. Cheyne, President” /-

il

',per:onally ppeared. /oée/‘/'f C/«’Vhe anJ A’e/f’h J Clir A ?‘;0 .
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o I have also

) ‘Stzfiit\er;df' OI

& ;STATE OF OREGON COUNTY OF KLA

'Filed for record at nequest of _ et - Klama.th.ﬁnunr_;a_'r_i_ﬂ.e_m___ the 12th _ day
of April SRS D19 93 ar f ©11:42 oclock__AM -and duly_recorded in Vol. _m__

s A of it ili-Mortgages EeT i on Page 7521 : .
: , County Clerk




