" ) FirstBank

Minneapolis Office

First Bank Place

Minneapolis, Minnesota 55480
612 370-4141

May 19, 1988

Interstate Commerce Commission
Office of Recordation

12th and Constitution Avenue
Roam 2303

Washington, D.C. 20423

Attention: Mildred Iee

Dea;Ms. 1ee:

. Enclosed is an original and one copy of a Security Agreement to be
recorded pursuant to Section 1103 of Title 49 of the U.S. Code. The Security
Agreement is a "primary document" as defined under 49 C.F.R. 1177.1 (a) and
is dated January 25, 1988.

The names and addresses of the parties to the document are as follows:

1. Debtor - Independent ILocomotive Service, Inc., P.O. Box 79, 21
Main Street, N.E., Bethel, Minnesota 55005

2. Secured Party - First Bank National Association, First Bank
Place, 120 South Sixth Street, Minneapolis, Minnesota 55480.

A description of the equipment covered by the Security Agreement is as
follows:

1- Diesel Electric Locomotive, EMD of General Motors, an SW-1, 600 hp. a 95
ton unit.

This unit was formerly owned by Norfolk Southern Railroad from whom we are
purchasing this Iocomotive. Locomotive unit identification Number is 200.

1- Diesel Electric Locomotive, EMD of General Motors, an SW-8, 80 h.p., a 115
ton unit. This unit was formerly owned by Norfolk Southern Railroad from who
we are purchasing this locamotive. Locomotive unit identification number is

3727.

Included in the property covered by the Security Agreement are locomotives
and other railroad equipment intended for use related to interstate commerce,
or interests therein, owned by the Debtor at the date of said Security
Agreement or thereafter acquired by it or its successors as owners of the
railway related equipment covered by the Security Agreement.
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A short summary of the Security Agreement to appear in the index is as
follows:

Security Agreement between Independent Locomotive Service, Inc. of
P.O. Box 79, 21 Main Street, N.E., Bethel, Minnesota 55005, as Debtor,
and First Bank National Association of First Bank Place, 120 South Sixth
Street, Minneapolis, Minnesota 55480, as Secured Party, dated
January 25, 1988 and covering SW-8 locamotives and all
after-acquired equipment.

A fee of $13.00 has been sent previously. Please return the original
and any extra copies not needed by the Commission for recordation to the
undersigned.

Very Truly Yours,
%/ A
e

Brian J. Kusunoki
Assistant Vice President

Enclosure



: Bnterstate Commeree Commission
wasbiugtou. P.C. 20423 5/26/88

OFFICE OF THE SECRETARY

Brian J. Kusunoki

Assist. Vice President
First Bank

First Bank Place

120 South 6th St.
Minneapolis,Minnesota 55480

Dear Sir:

The enclosed document(s) was recorded pursuant to the provi-
sions of Section 11303 of the Interstate Commerce Act, 49 U.S.C.
11303, on 5/23/88 at 12:35pm , and assigned re-

d i b .
cordation number(s) | 15648

Sincerely yours,

Yot €. 7184

Secretary

Enclosure(s)

SE-30
(7/79)



KJH 1/15/88

SECURITY AGREEMENT 1 5648
RECORDATION DO, Fiy iy

MAY 23 1968-12 28 PM

INDEPENDENT LOCOMOTIVE SERVICE, INNTERSTATE COMMERCE COMMISSION

DEBTOR:
BUSINESS P. O. BOX 79
ADDRESS : 21 MAIN STREET, N.E.
CITY,
STATE & ZIP: BETHEL, MINNESOTA 55005
SECURED .
PARTY: FIRST BANK NATIONAL ASSOCIATION
ADDRESS : FIRST BANK PLACE
P. O. BOX AS512
cIiTy, o -

STATE & ZIP: MINNEAPOLIS, MINNESOTA 53430

S, Grant of Securitv Interest. To secure the payment
. and performance of all promisscry notes and other obligations
- ncw. anéd hereaZf:iesr owed by Debtor tc the Secured Party (the
"Incdebtedness"), Debtor hereby grants Secured Party a security
interest (the "Security Interest") in all Debtor's right, title
and interest in and to all Debtor's ncw owned ancé hereaZfier
acguired perscnal precperty and the proceeds thereof including
the specific fcllowing property (the "Collateral"):

(a) Inventcrvy. All inventory (as the teram is
defined in the applicable Unifora Ccommercial Code)
ncw owned or hereafter at any time acguired by Debtor
or in which Debtcr obtains rights anc whersver located.

3 t 11 ecuipment (as the term 1is
defined in tne applicable Unifcra Commercial Code)
ncw cwned or hereafter at any time acguired by Borrcwer
or in which Borrcwer cbtains rights.

(b) Egui

0
[\1]

(c) Aczounts, Instruments, Chattel Paper, Other
Rights t» Pavment anc General Intangibles. Each anc
every ricat of Debtor to the paymeat of mcney, whether
such ricght to payment now exists or hereafter arises,
together with all other rights and interests (including
all liens and securlty interests) which Debtor may
at anv time have by law or acresment acainst any account
debtor (as defined in the applilicabie Oniform Commercial
Cocde) o©r other obligor obligated to make any such




pavment or against any of the property of such account
debtor or other obligor, including, without limitation,
all Debtor's present and future accounts, contract
rights, chattel paper, instruments, other rights to
payment and general intangibles.

(d) Pledced Prooertv. All personal property
of Debtor ncw or hereafcer in the possession of Secured
Party. To the extent that any such property consists
of capital stock or other securities, Debtor hereby
agrees to deliver to Secured Party all additional
securities recovered by Debtor or to which Debtor
is entitled, by reason of stock splits, stock dividends
or other distributions thereon to be held as collateral
pursuant hereto.

2. Renresentaticns, Warranties and Agreements.
Debtor represents, warrants anc agrees that:

(2a) Debtor's chief executive offices are located
at P. 0. Bex 79, 21 Main Street, N.E., Bethel, Minnesota
55005 and Debtor is a cornorat*on in gocd standlng
under the laws of Minnesota.

(b) Debtor has (or will have at the time Debtor

acguires rights in Collateral hereafter arising) abso-
luts title to the Collateral free and clear of all
security interests, 1liens and encumbrances, subject
te the security interesst created hereby. Debtor will
pay all faes, .assessments, charges or taxes arising
ith respect tc -the Ccllateral. All costs of keeping
the Collateral f'é& of encumbrances and security inter-
ests prchibite bv this Agreement and of removing
"same 1if they s;.c»ulc’. arise shall be becrne ané paid
bv Debtor. Debtcr will nct sell or otherwise dispose
of the Collateral or any intsrest therein except in
the ordinary ccurse of business at prices constituting
the then fazir market value thereof.

(c) This Ac-e=2ment has on behzazlf of Debtor been
dulv ancé valicdly authcerized by all necessary corporate
actioen.

(d) Ezch right c¢f payment and each instrument,
dccument, chattel pacer and other agreement ccnstlituting
or evidencing Ccllatsral 1is (or will be wnen arising
or -issued) a valiéd, genuine and legally enforceable
bligation, subject to no defense, set-0fZ or cocunter-
claim (other than thcse arising 1in the ord-na*y course
of business) o©of the acccunt debtor or obligor named
therein or in Debter's records pertaining thereto
as beincg ocbligated tc pav such obligaticn. Debtor
will not agree to any material mcdilicaticn, amendmentc
cr cancellation withcuz Secured Party's prior written



consent, and will not subordinate any such right to
payment to claims of other creditors of such account
debtor or other obligor.

(e) Debtor will, at the request of Secured Party,
use its best efforts to (1) keep the Collateral in
gocd repair, working order and conditoin, normal depre-
ciation excepted, and to replace any worn, broken
or defective parts thereof, (1i) promptly pay all
taxes and governmental <charges levied or assessed
upon or against the Collateral; (iii) at all reasonable
times, permit Secured Party or its representatives
to examine or inspect the Collateral for appraisal
or other purposes wherever located; (iv) on an annual
basis, have the Colalteral appraised at Debtor' expense
by an independent third party aporoved by Secured
Party; (v) nor use or keep any ecuipment portion of
the Collateral, or permit it to be used or kept, for
any unlawful purpcse or in violation of any federal,
state or local 1law, statute or ordinance; and (vi)
not permit any Collateral to becocme part of or to
be affixed to any real property without first assuring
to Secured Party's reasonable -satisfaction that the
Security Interest will be prior and senior to any
interest or 1lien when held by any mortgagee of such
real prorerty or the owner or purchaser of any interest
therein. A .

—_——

(£) The Secured Party and 1its ‘representatives
shall have the right to examine, inspect and ccpy
Debtor's bccks and records pertainineg to the Collateral
¢ Debtcr shall deliver to Secured Party (i) Debtor's
c¢ited annual anc unaucited quarterly financial state-
nts anc balance sheets within 90 days and 30 days
ter the end of each such date, respectively, (1ii)
Debtor's unaudited mcnthly financial statements and
balance sheets within 10 days after the end of each
mcnth, and (iii) menthly activity reports within 10
days after the enc of ezch mcnth.

(¢) Debtcr will her=safter execute such financing
¢ other dccuments anéd instruments ané

statements an r
perZorm such acts as Secured Party may regquest to
establish and maintain a perfected and first priority

security interest in the Collateral and will pay all
costs of filing ané reccrding.

(h) Debtor shall cause Secured Party to be named
as acditional insured or loss payee (as aporopriate)
under all applicable insurance policies obtained insuring
the Ccllateral acgainst liability and property damage
ané¢ loss, and to be named an adéitional insureé or
lcss payee (as acpropriate) under all other policies
¢f insurance obrtained insuring the (Collateral, and



in furtherance thereof, in any instance in which Secured
party is not so named, Debtor hereby appoints Secured
Party the attorney-in-fact for Debtor, to prove and
adjust any 1losses and to endorse any 1loss drafts,
and Debtor hereby assigns to Secured Party all sums
which may become payable under all such insurance,
including returned premiums and dividends, as additional
security hereunder; provided, however, that so long
as Debtor 1is not in default wunder this Agreement,
the Letter Loan Agreement of even date herewith between
the Debtor and the Secured Party (the "Letter Loan
Acreement"), or under the terms of any promissory
ncte representing the Indebtedness, the Secured Party
shall apply the proceeds of such insurance, at Debtor's
option, to either (i) the repair or replacement of
the damaged or 1leost item of Collateral or (ii) the
pro rata reduction of the indebtedness evidenced by
the Note.

(i) Debtor will promptly notify -Secured Party
of any loss or material damage to any Collateral or
of any adverse change, known to Debtor, in the prospect
of payment of any sums due on or under any instrument,
chattel paper or account constituting Collateral.

3. Events of Default. An "Event of Default® hereunder
shall mea2n the occurrence of an Event of Default under the terms
of the Letter Loan Agreement. - ;

4. Remedies Upcn Occurrence of Event of Default. Ocon
the occurrence oZ an Event ©of Default and ‘at anytime thereafter,
Secured Party may exercise any one or more of the following
richts ané remedies; (i) exercise and enforce any and all rights
ané remedies under the Ncte; (ii) exercise .and ‘enforce any and
all rights and remecdies available upon default to a secured
partv unéer the Uniform Commercial Code, 'including but not limited
tc the right to take possession of any Collateral, proceeding
withcut judicial process or by judicial process, and the right
to sell, lease or otherwise disccse of any or all of the Col-
lateral. If noctice to Debtor of any intended dispositicn of
Collzcza2ral or any other intended action is required by law in
a pacticular instance, such notice shall be deemed ccmmercially
reascnable if given at least tne (10) caleadar days prior to
the date of intended disposition or other action.

5. Miscellaneous.

5.1 This Security Agreement can be waived, modified, amenced,
terminazad or discharged, and the Security Interest can be released,
only exzlicitly in a writing signed by Secured Party.

§.2 A waiver sicned by Secured Party shall be effective
only in the specific instance and for the specific purpose given.

-4-



5.3 Mere delay or failure to act shall not preclude the
exercise or enforcement of any of Secured Party's rights and
remedies.

5.4 Debtor, by entering into this Security Agreement and
negotiating the terms hereof, voluntarily, intelligently and
knowingly waives any rights it may bhave to demand any notices
other than those provided for herein and any right to a hearing
as a condition precedent to Secured Party exercise of its rights
hereunder

5.5 All rights and remedies of Secured Party shall be
cumulative and may be exercised singularly or concurreatly at
Secured Party's option, and the exercise of enforcement of any
one such right or remedy shall neither be a condition to nor
bar the exercise or enforcement of any other.

S.6 All notices to be given .to Debtor shall -be deemed
sufficiently given if delivered or mailed to Debtor at its address

set forth above or at the most recent address shown on Secured

Party's records.

S.7 Secured Party's duty of care with res?ect to Collateral

in its possession (as imposed by law) shall be deemed fulfilled
if Secured Party exercises reasonable care in physically safe-
keeping such Collateral or, in the case of Ccllateral in the
custody or possess:.on of a bailee or other third person, exe"c ses
reazcnable care in the selection of the bailee or other third
person, and Securecd Party 'need nct otherwise preserve, protect
or care fecr any Collateral, Secured Party shall not be obligated
to preserve any rights Debtor may bhave against prior parties,
realize on the Collateral at all or in any particular manner
or orcder; or to apply any cash proceeds of Collaterzl in any
particular orcder of application.

S.8 This Security Agreement shall be binéding uron and
inure tc the benefit cf Debtor ancé Securec Party ané their respec-
tive heirs, representatives, successors and assigns and shall
take effect when signed by Debtor and delivered to Secursgd Party,
and Dekbtor waives notice of Secureé Party's acceptancs herect.
Secured Party may execute this Security Acreement if acpropriate
for the pu:;cse of filing, but the failure of Secured Party
to execute this Sef‘u*‘tj Agreement shall not affect or impair
the validi *'1 or effectiveness of this Security Agreement.

5.9 A carbcn, photographic or other reprcduction of this
Security Acreement or of any financing statement signed by the
Debtor shall have the same force and effects as the original
for all purposes of a financing statement.

5.10 This Security Agreement shall be governed by the laws
of the Stats cf Minnesota.

-



5.11 If any provision or application of this Security Agree-
ment is held unlawful or unenforceable in any respect, such
illegality or unenforceability shall not affect other provisions
or applications which can be given effect and this Security
Agreement shall be construed as if the unlawful or unenforceable
provision or application had never been contained herein or

prescribed hereby.

S.12 Debtor hereby consents to the Jjurisdiction of the
Ramsey County and BHennepin County, Minnesota District Court,
and the Federal District Court for the District of Minnesota
for all purposes regarding thils Security Agreement and further
hereby agrees to bring all such lawsuits in one of said courts
and hereby waives any and all rights to a jury trial that it
may have in any such lawsuits.

FIRST BANK NATIONAL ASSOCIATION INDEPENDENT LOCOMOTIVE SERVICE,

("Secured Party") INC.
" a Minnesota Corporatlon
("Debtor")
By 425;4€i5«:§7EZ§acezz>r15, a éiLﬂég, 22/} ;;;¢<‘Aéélaf;%ﬁ
Its 2/ F*ank W. Nesbit

Its President

Dated this__ A5 day of January, 1988. —

Subscribed and sworn to me
[ F4A day of May, 1988.

Qo 1 Seled

ary Public

My Commission Expires: ,fS'\fﬁ-Clib

BANEARREAAN LA,

.\ L‘.’\’V‘ W u‘\_ AAVNAAAA M

ANAARANAAN

% j‘*“xu:sup;f\nnn.‘ day 18, 1993
AVALAMASAAAAA AMAVAARNAVANATY

M



INDEPENDENT LOCOMOTIVE SERVICE, INC.
P.O. BOX 79 -
21 MAIN STREET, N.E.
BETHEL, MINNESOTA 55005

January 25, 1988

First Bank National Association
First Bank Place

120 South Sixth Street
Minneapolis, MN 534380

Attention: Brian J. Kusunoki, Assistant Vice President

Re: Secured $150,000 Credit From Pirst Bank National Association
("Bank") to Independent Locomotive Service, Inc. ("Borrower”)

Gentlemen:
I. ENCLOSURES

To induce Bank .to extend credit to reimburse Borrower for
70% of the cost to acguire and refurbish railroad equipment
identified on Exhibit A hereto as such credit is applied for
herein, ané for the future acquisition of railrcad egquipment
as approvec bv Bank, Borrower has enclcsed herewith or previously
delivered the following to Bank:

A. Ncte.
Borrzcwer's § six-mcntx full recourse promisscory
ncz2 of even date (the "Notre") pavable tc the orcer of Bank
bearing interest at a floating rate equal to 3% per annum in
excess of Bank's Reference Rate as the same may change from
time to time.
B. Securik- Acreement/Collateral.
Security Agreement from Borrower as Debtor to Bank as Secured
Partyv (the "Security Agreement") whereby Borrower grants Bank
a f£i-st lien security interest in all of Beroower's ncw ownecd
and herezfz=2r acguired personal prcreriy (the "Collateral®).
c. Financinc Statements.
Ccries of financing statements (the originals of which
shall have been sent for recording) with Bank as Secured Party
ancé 3crrower as Debtor filed in every state in which the Collateral
is lccated.



D. I.C.C. Lien Notice

Copy of letter of transmittal for use in filing the Security
Agreement with the Interstate Commerce Commission (the "I.C.C.").

E. Corporate Resolutions.

Certified copy of the Resolution of Borrower's Board of
Directors authorizing the borrowing of the funds applied for
herein.

F. Incumbency Certificate.

Certified copy of Borrower's Officers' Incumbency Certificate.

G. Invoices and Apvraisals.

Invoices with evidence of payment in full for each railroad
locomctive presently owned by Borrower as listed on Exhibit
A to the Security Agreement together with appraisals thereof
completed at Borrower's expense by an independent third party
as of the dates set forth on said Exhibit A.

E. Financial Statements.

Berrower's financial statements for the six-month period
endinc July 31, 1987 andé the year ending January 31, 1987.

I. UCC Searches.

Current (as of January » 1988) UCC lien searches acainst
Berreower in the siates where filings are recguired per Seciion
C. aktcve.

. Lezal Orinicn.

Lecal orinicn of Becrrower's counsel in form and substance
accerczzble to Bank.

X. Insurance.
Zvidence of hazard insurance on the Ccllateral and liability
insurznce on Becr-ower, tcogether with an enccrsement thereto

in Barnk's favor waiving insurer defenses acainst the insured
and, naming Bank as loss paye= of the hazard insurance providing
for nc: less than 30 days prior cancellation notice.

L. Lezal Fees.

$300.00 in payment of all out-cf-pocket cocsts, including
legal costs, incurred ané to be incurred by Bank on Berrower's
berhalZ pursuant hereto.



IT. REQUEST FOR CREDIT

A. Immediate Advance Against Note.

Borrower hereby requests that Bank immediately advance
S against the Note to reimburse Borrower for
70% of the cost of the railroad equipment identified on Exhibit
A hereto.

B. Future Advances.

Borrower further hereby requests that from time to time

throuch January 25, 1989, subject to Bank's satisfaction with
Berzower's then existing financial condition and the form and
conzent of the additional submissions referred to below, provided
that no Event of Default hereunder or any other default with

rescect to payment of any other incdebtedness then owed by Borrower
tc Bank exists, that Bank make additional advances as Borrower

mav request for up to 70% of the purchase price for GP-9 loccmotives
or cther railroad equipment provided the same have been sold

by Borrower to third parties.

Berrewer uncerstands that before Bank will consider making

an acdvance, Borrcwer must provide evidence satisfactory to Bank
0f the use of the proceeds to be advanced. .Such evidence shall
inclucde, withcut limitation, (l) a ccpy of the purchase agreement
ralzzing to the lcccmective or other railrcad-related eguipment
being acguired; (2) UCZ ané I.C.C. searches against the seller

£ such lccomctives or railroad equipment; {3) evicdence of insurance
as s=2t forth in <ection I.X herecf; (4) bill of sale and invcices
c be paid by Bank's acdvance; (S5) a copy of the purchase order
fcr the resale of the eguirment being ac~“1red {6) promissory
ncz2 fcor advance in the form of Exhibit B attached hereto in

the amcunt of the advance reguested having a stated maturity

&z2 of six mentxs fecllewing the advance, ané bearing interest

- the rate provicded in Secticn I. B. hersof; and (7) Supplement

tc Security Acreement and Financing Statement in the form of
Exzniniz C ané D hereto resgectively, detailing equipment and
rescective Serlal numters.

IIZI. REPRESENTATIONS, WARRANTIES AND COVENANTS

the Note and the Security Agreement

l1iély authorized by all necessary corporate
aczion, anc dc nct violate any provision of law or any of Borrower's
arzicles or bylaws, or result 1n the breach of or be a default

undar any other agreement or instrument to which Borrcwer is

czv7 or by winich 3crrower may be bound or afZfected, and this
amenc, the Nc:z2, anc the Security Acreement are, and the

A. This Agreement
hawve been duly and validl
a

1=~

’;



promissory notes and supolements to the Security Agreement and
Financing Statement will when delivered to you pursuant hereto,
be valid and bindinc agreements, enforceable in accordance with
their terms.

B. Borrower's capital stock is owned as follows:

shares

shares

shares

and Bcrrower has no subsidiaries.
C. Berrower further hereby ccvenants that:

1. The value of the locomctives and railroad related
equipment portion of the Collateral at any time (as evidenced
by then up-to-date third party appraisals acceptable to
us) shall never be less than two t'mes the then indebtedness
evidenced by the Note;

2. Berrcwer's adjusted tang ble ne* worth (i.e.,
BEcrrower's nez werth computed in acccrdance with generally
accepted acccunting prlnc-pTes less amounts due from Borrower's
0Zficers and shareholders and the bock value of all intangible
assets) shall never be less than One Bundéreé Thousané Dollars
($100,000.00). :

3. Bcroroow

er will not incur any additional debt for
HCf*oweﬁ mcnev ncr grant any. liens on its assets withcout
the pricr wriz:isn ccnsent of Bank, which consent shall
not be unreascnably withheld. .

III. EVENTS OF DEFAULT AND REMEDIES

Uzcn the occurrsence of any of the follewing events anc
the fzilure of the same tc be cured within 30 davs afier written
nctic2 has been given by Bank to Bcrrcower, an Event of Default
shall be deemed tc have occurrec, anc Bank may, at Bank's option,
demanc immediate rezavment. in full of all incebtedness then
owe< by Borrower tc Bank withcut notice other than for the notice
pe*:ﬁc, if any, her=inafter stated and proceed to exercise all
rights available tz it with respect to all Collateral securing
the rz=rayment herecZ:

A. If any payments due on any indebtedness incurred
zursuant her2zc is not paid within ten (10) days of their
cue date;



) B. If Borrower defaults in the payment of any other
indebtedness owed to Bank for more than ten (10) days;

C. The dissolution or insolvency of Borrower, or
any co-maker or guarantor of promissory notes issued pursuant
hereto;

D. Default under the terms, or breach of any repre-
sentation, warranty or covenant of this Agreement, or under
any other agreements or writings in reliance on which Bank
has advanced funds.

IV. MISCELLANEOUS

A. Borrower hereby consents to the jurisdiction of the
Ramsey County and Hennepin County, Minnesota District Courts
and the Federal District Court for the District of Minnesota
for all purposes regarding this Agreement, the Security Agreement,
and the indebtedness evidenced by the Note (including Equipment
and other related documents) and further hereby agrees to bring
all such lawsuits in one of said courts and hereby waives any
and all rights to a Jury trial that Borrower may have in any
such lawsuits.

B. Berrower further hereby agrees to pay all out-of-pocket
ccsts, including reascnable attorneys fees, incurred by Bank
in collecting the indebtedness advanced pursuant hereto.

C. The terms of this Agreement, the Note, all subsecuent
rcmissory notes delivered pursuant hereto, ané the Security
Acreement andé all other writings delivered pursuant hereto shall
be, where pcssible, governed bv, and ccnstrued in accordance
with the laws of the State of Minnesota, and any term, or terms
thereof which are deemed unenforceable shall not affect the
enforceability of any of the other terms thereof.

Dated this 25th day of January, 1988.

INDEPENDENT LOCOMOTIVE
SERVICZ, INC.

a Miénesota 3rrnorat'on
By &\(n/’ 7./ )/(.4/4/7/

Frank W. Nesdit
Its President

 * * * k * X %
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Agreed to this 25th day of January, 1988.

FIRST BANK NATIONAL
ASSOCIATION

By (D /). Lovrrrr e

Its: @yfd



