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Hugh Fonville INTERSTATE COMMERCE COMMISSION

Assistant Vice President

January 17, 1986

-

Interstate Commerce Commission e «./.u |.||n||||"1|l|mwl2"‘;‘“”"’("_5'""
Attention: Mildred lee s 4 ."..M e
Room 2303 w5
12th Street & Oonstitution Avenue, N.W. e W ombineion. 0

Washington, D,C. 20423
Dear Ms. lee:

Enclosed are the original and two counterparts or certified true
copies of a Becurity Agreement transmitted to you for recordation
pursuant to 49 U.S.C. §11393 and 49 C.F.R. §1116 et seq.

Also enclosed is a cashier's check payable to your order for $10.00
to pay the required recordation fee.

The names and addresses of the parties to the transaction endenced
by the enclosed Security Agreement are as follows:

DEBTOR : © William Walton, Jr.
. 141115 Kiamesha Court
Houston, Texas 77069

SECURED PARTY: MBank Houston, National Association
. 910 Travis, Street
Houston, Texas 77002

Attention: Mr. Hugh Fonville
Assistant Vioe—-President

The collateral covered by the enclosed Secumty Agreement includes
equipment which may be generally described as Railway Equipment, and
any leases or other contracts in respect of such Railway Bquipment. The
Railway Equipment is more particularly described as follows:

One (1) 34,000 gallon nominal capacity tank
car, DOT 105A300W, non-coiled and insulated
100-ton roller bearing trucks, bearing the
identifying number MAAX 3404.

. 914 Main, PO Box 2629, Houston, Texas 77252 T13 751 6100
Member MCorp
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- One (1) 34,000 gallon nominal capacity tank car, .
DOT 105A300W, non-coiled and insulated 100-ton
roller bearing trucks, bearing the identifying
number LAMX 39.

One (1) 34,000 gallon nominal capacity tank car.

DOT 105A300W, non-coiled and insulated 100-ton
roller bearing trucks, bearing the identifying
number LAMX 70,

The name and address of the person to whom the enclosed orlglna.l

; document should be returned is as follows:

Fulbright & Jaworski |
1150 Connecticut Avenue, N.W.
Washington, D.C. 20036

Attention: Stephen B, James

The undersigned is an executive officer of MBank Houston, National
Association, with knowledge of the matters set forth in this letter of
transmittal. If there are questions concerning the enclosed, do not
hesitate to contact our attorneys, Fulbright & Jaworski, by letter to
the above address or collect call to Mr. Stephen B. James at (713)
651-5631.

Yours very truly,

Syl

Hugh Fonville
Assistant Vice-President

' HF/sm
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I. Parties, Collateral, and Obligations

WILLITAM WALTON, JR. (hereinafter called "Debtor®),
whose street address is 14115 Kiamesha, Houston, Texas, and
whose mailing address is the same, for valuable considerations,
receipt of which is hereby acknowledgéd, hereby acknowledges,
confirms, extends and renews the security interest pursuant to
the Security Agreements dated December 27, 1978, May 15, 1979
and December 15, 1980 in favor of Bank of .the Southwest
National Association, Houston, whose successor-in-interest 1is
MBANK HOUSTON, NATIONAL ASSOCIATION (hereinafter called
"Secured Party"), and whose address 1is 910 Travis Street,
Houston; Harris County, Texas 77002, and additionally and
cumulatively hereby grants to Secured Party a security interest
~in the following property:

One (1) 34,000 gallon nominal capacity tank

car, DOT105A300W, non-coiled and insulated

100~-ton roller bearing trucks, bearing the

identifying number MAAX 3404;

One (1) 34,000 gallon nominal capacity tank

car DOT105A300W, non-coiled and insulated

100~ton roller bearing trucks, bearing the

identifying number LAMX 39;

One (1) 34,000 gallon nominal capacity tank

car DOT105A300W, non-coiled and insulated

100~-ton roller bearing trucks, bearing the

identifying number LAMX 70;
which property 1is hereinafter sometimes called the "Railway
Equipment"; and any and all additions, accessions and
substitutions to or for the Railway Equipment, and all rights
of the Debtor earned or yet to be earned under -contracts to

sell or lease, or render services in respect to, the Railway

Equipment.



The Debtor as further security hereby expressly
assigns to Secured Party (i) all leases and chattel paper now
or hereafter existing regarding the Railway Equipment,
including without 1imitation Ehe following:

The Tank Car Lease Purchase Agreement by and

between Aeropres Corporation and the Debtor,

dated December 18, 1985, as now or hereafter

amended or modified and including any

substitutions or’ replacements therefor

(hereinafter sometimes called the

"Lease~Purchase Agreement"),
together with‘all Debtor's right, title or interest in or to
such leases or chattel paper, and (ii) all rentals, revenues,
profits, income and proceeds, now or hereafter existing or
accruing, of or from such leases or chattel paper'or from the
use, ownership or operation of such items of inventory; all
hereinafter collectively referred to as the "Colléteral.“

The security interest acknowledged, confirmed,
extended, renewed, and granted and the assignment made herein
secures the payment of all indebtedness, obligations and
liabilities of Débtor to Secured Party (hereinafter called the
"Obligations") including any and all indebtedness,
obligations, and 1liabilities, direct or indirect, Jjoint or
several, absolute or contingent, due or to become due, now
existing or hereafter arising, of Debtor to Secured Party, and
all renewals, extensions and rearrangements, of any or all of
such obligations, liabilities or items of indebtedness and of
any part thereof, including indebtedness evidenced by
promissory notes dated December 27, 1978, May 15, 1979 and
December 15, 1980, <(hereinafter <called the "Prior Notes")
executed by Debtor in the principal amounts of §47,900.00,
$48,400.00, and $60,000.00, respectively, all payable to the
order of the Secured Party, the indebtedﬁess evidenced by a
prémissory note of even date herewith (hereinafter called the

"Note") executed by Debtor in the principal amount of

$89,874.55, payable to the order of Secured Party, and



including costs and expenses and attorney's fees and legal
expenses, all in accordance with the terms of the Prior Notes,
the Note, and this .Security Agfeement. Unless otherwise
agreed, all of the Obligétions shall be payable at the offices
of Secured Party in the City of Houston, Harris County, Texas.

I1. Warranties and Covenants Relating to Filing

- Debtor herebvaarrants and covenants that:

(1) The Collateral is bought or used and will be used
primarily for business use and 1is being acquired Qith and
refurbished by, the proceeds of the advance on the Prior Note
and the Note. |

{(2) The first address shown for Debtor at the
beginning of this Security(Agreement, is that of Debtor's only.
residence, in regard to the use, management, sale or lease of
the Collateral; and Debtor furthér covenants and agrees that
Debtor will neither alter or change, allow to bé altered or
changed, nor allow to become inaccurate in any manner, any of
the information given above in this Sectioﬁ (2) without first
notifying Secured Party in advance, -in writing, of any such
change or alteration in any of the information given above,
including the location of Debtor and tﬁe description applicabie
to said location.

(3) Debtor will take all action necessary to maintain
and preserve all security for the Collateral at all tiﬁes as
valid, subsisting ahd perfected as to all the property affected
and covered thereby and to maintain the priority and validity
of the security for the <Collateral as against the fights,
claims and interests of all other persons and parties
whomsoever; and if any account, chattel paper, instrument or
general intangible included in the‘ Collateral, or any part
thereof, is secured by any goods, chattels, motor vehicleé or
other property with respect to-which certificates of title or

similar documents are, at any time and pursuant to the laws of



any jurisdiction, issued or outstanding, Debtor will promptly
advise Secured Party thereof and‘prqmptly cauée the interest of
Secured Party to be properly noted thereon, ‘and Debtor wili
further promptly deliver to Secured Party any such certificate
of title or similar document issued or outstanding at any time
with respect to such goods, éhattels, motor wvehicles or other
property; if any certificates of title or similar documents are
so 1issued or outstanding aE the time this Security Agreement is
executed by or in behalf of Debtor, then Debtor shall have
caused the interest of Secured Party so to have been properly
noted at  or before the time of such execution.

III. Warranties, Covenants and Agreements
of Debtor

Debtor warrants, covenants and agrees that:

(1) Except for the security interest granted hereby,
Debtor is the owner and holder of all the Collateral free from
any adverse claim, security interest;, encnmbrance, lien,
charge, or other right, title or interest of any person othef
than Secured Pa;ty; Debtor has full power and lawful aufhority
to sell, assign and transfer the Collateral to Secured Party
“and to grant to Secured Party a first, pfior and valid-security
interest therein as herein provided; the execution and'delivery
and the performadce hereof are not in contravention of any
indenture, agreement or undertaking to which Debtor is a party
or by which Debtor 1is bound; and Debtor will defend the
Collateral against all claims and demands of all persons at any
time claiming the same or any interest therein.

(2)(a) Debtor has not herétofore signed (and is not
named as “"Debtor" in) any financing stétement or security
agreement which covers any of the Collateral, and no such
financing statément or security agreement i3 now on file in any
public office, except suchAas are in favor of Secured Parfy.

(b) As long as any amount remains unpaid on any of



the Obligations or as long as any credit from Secured Party to
Debtor is in use by or available tb Debtor,'(i) Debtor will not
enter into}or execute any security agreement or any financing
statement affecting the Collateral or any part thereof, other
than those secﬁrity agreements and financiﬁg statements in
favor of Secured Party hereunder, and further (ii) there will
not be on file in any public office any finanCing statement or
statements (or any documents or pépers filed as such) affecting
the Collateral other than financing statements in favor of
Secured Party hereunder, ‘unless in ény’ case subject to this
paragraph (b) the specific prior written consent and approval
of Secured Party shéll have been obtained.

(c) Debtor authorizes Secured Party to file, in
jurisdictions where this authorization will be given effect, a
financing statement or other documents giving notice of the
security interest hereunder, signed only by Secured Party
coveripg “the Collateral. At the request of Secured Party,
Debtor will join Secured Party in executing such documents as
Secured Party may determine, from time to time, to be necessary
or desirable under provisions of the Uniform Commercial Code or
other pertinent statutes or regulations; without limiting the
generality of ﬁhe foregoing, Debtor agrees to Jjoin Secured
Party, at Secured Party's request, in executing one or more
financing statements or other documents giving notice of the
'secugity interests hereunder, in form satisfactory to Secured
Party, and Debtor will pay the cost of filing or recording the
same, or of filing or recording this Security Agreement, in all
public offices at any time and from time to time, whenever
filing or recording of any such financing. statement or of this
Security Agreement is deemed by Securéd Pértyvto be necessary
or desirabie. In connection with.the foregoing, it is agreed
and understood between the par?ies hereto (and Securéd Party is.

hereby authorized to carry out and implement the following



agreéments énd understandings and Debtor hereby agrees to pay
the cost thereof) that Secured Party may, at any time or times,
file as a financing statement any counterpart, copy, or
feproduction of this Security Agreement signed by Debtor if
Secured Party shall elect so to file, and it 1s also agreed and
understood that Secured Party may, if deemed necessary br
desirable, file (or sign and file) as a financing statement any
carbon copy of, or photographic or other reproduction of, this
Sechrity Agreement or of any financing statement. executed in
connection with this Security Agreement.

(3) Debtor will not sell or offer to sell or-
otherwise transfer or encumber or dispose of the Collateral or
any interest therein wiEhout the written consent of Secured
Party.

(4) In the event .the Lease-~-Purchase Agreement is
terminated by any of its parties for any reason, or in the
event the Bank deems the Collateral insufficiently insured,
Debtor will 1immediately (at Debtor's expense) provide and
maintain at all times insurance with respect to the Coilateral
against risks of.fire (including so-called extended coverage),
theft, and such other risks as Secured Party may require,
containing such terms, in such form, for such periods, and
written by such companies as may be satisfactory to Secured
Party} such 1insurance shall be payable to Secured Party"and
Debtor as their interests may appear and to no other person or
peréons without Secured Party's prior written consent; all
~policies of insurance shall provide for ten days' written
minimum cancellation notice to Secured Party; .Debtor shall
furnish Secured Party with certificates or other evidence
Satisfactory to Seéﬁred Party of compliance with the foregoing
| provisions concerning insurance and the payment of premiums;
and Secured Paryt may act as attorney for Debtor in obtaining,

adjusting, settling and cancelling such insurance énd'endorsing



any drafts drawn by insurers of the Collateral but Secured
Party shall not be obligated by this provision so to act; and
if, at any time or times, Debtor shall Eail to take out or
maintain any insurance fequired uhder this Security Agreement
or under this Article, Secured Party may (but shall not be
obligated to do so), without in anywise waiving such default by
Debtor, take out or maintain such insurance, and all premiums
and otﬁer costs palid by Secured Party incident thereto shall
upon demand be repayable by Debtor to Secured Party with
interest thereon from the date expenditure is made by Security
Party until repaid at the rate of ten percent (10%) per annum
and shall be and become a part of the Obligations secured
hereby. Any funds or proceeds received by Debtor pursuant to
policies of insurance rgquired by this Security Agreement or
otherwise obtained by the Debtor with respeét to the Collateral
shall be  received and held by Debtor in trust for Secured
Party, shall not be commingled with any other funds or
accounts, and»shall not be disbursed without the prior written
consent of Secured Party.

(5) At its option Secured Party may use or may permit
to be used any insurance proceeds'received by Secured Party for
the reconstruction or repair of the Collateral without 1in
anywise impairing or affecting its rights hereunder.

(6) Debtor will keep the collateral free fiom any
adverse lien, charge, security' interest, or encumbrance,
whether voluntary or involuntary, and in good:drder and repair
and will not waste, destroy, misuse or abuse the Collateral or
any. part thereof or allow any of same to deteriorate except for
normal wear and tear from 1its normal intended primary use;
Debtor will not use the Collateral in violation of any statute
or ordinance.

(7)) If at any_time or times Secured Party shall be of

the opinion that the Collateral is not sufficient or has



declined or may decline in value or Secured Party shall deem
’payment of the Obligations to be insecure, then Secured Party
may call for additibnal Collateral satisfactory to Sequred
Party, and Debtor promises to  furnish such additional
Collateral forthwith. The call for additional Collateral may
be oral or by telegram or by United States mail addressed
either to the Styeet address or mailing éddress of Debtor shoﬁn
at the beginning‘of this Security Agreement.

(8) All information supplied and statements made by
Debtor 1in any financial, credit or accounting -statement or
application for credit made or delivered to Secured Party by or
on behalf of Debtor prior to, conﬁemporaneously with or
"subseguent to the execution of this Security Agreement aré and‘
shall be true, correct, complete, valid and genuine.

(9) All accounts, instruments and chattel paper
included in the Collateral will meet the following requirements
continuously until they are collected in full:

| (a) Said account, instrument or chattel paper
and all papers and documents relating thereto are
genuine and in all reépects what they purport to be,
and are valid and subsisting and arose from the
performance of services by Debtor which have been
fully and completely performed or from the bona fide
sale or lease of goods by Debtor in which Debtor had
the sole and complete ownership {(subject only to the
security interest and assignment contained in this
Security Agreement), and such goods have been shipped
or deli&ered to and accepted by the purchaser or
lessee;

(b) The account, instrument or chattel paper

arose Or was acquired by Debtor in the ordinary course
of his business and is owned by Debtor free and clear

of all 1liens, encumbrances or security interests of



any nature other than the security interest of Secured
Party hereunder, and no notice of bankruptcy,
insolvency or financial embarrassment of the party
indebted thereoﬁ has been received by Debtor.

(10) Any instruménts, chattel paper, money or monies,
or documents that are, at any time or times, included in the
Collateral, whether as proceeds or cotherwise, will promptly be
delivered by Debtor to Secured Party wupon Debtor's receipt
thereof, and in any event promptly upon demand therefor by
Secured Party. |

(11) Secured Party shall never  be under any
obligation to collect, attempt to collect,'protect or enforce
the Collateral or any security therefor( which bebtor égrees
and undertakes to do at Debtor's expense; but Secured Party may
do so in its discretion at any times or times, and Secured
Party shall have the right to take any steps by judicial
process or otherwise it may deem proper from time to time to
effect the collection Qf all or any portion of the Collateral
or to -protect or to enforce the Collateral or any security
therefor. All expenses (including, without 1imita£ion,
attorneys' fees and legal expenses) incurred or paid by Securéd
Party in éonnection with or incident to any such collection or
attempt to collect the Collateral or actions to protect or:
enforce the Collateral or any sécurity therefor shall be borne
by Debtor or reimbursed by Debtor to Secured Party upon
demand. The proceeds of collection of the accounts or other
proceeds received by Secured Party as a result of its actions
in'¢01lecting or enforcing or protecting the Collateral shall
be held by Secured Party without the liability for interest
thereon and may be applied by Secured Party as Secﬁred Party
may deem appropriate toward payment of any of the Obligations
secured hereby, whether or not then due, in such order - or

manner as Secured Party may elect.



(11) If any taxes.or governmental assessments of any
kind or character shall be 1levied wupon or against the
Collateral or. the Obligations, Debtor shall promptly pay such
taxes or assessments before delinquency, and if Debtor does not
pay any of such taxes or assessments prior to delinquency
thereof, Secured Party may at 1its option pay such taxes or
assessments and any interests, costs or éenalties in connection
therewith, or any part thereof; and Secured Party shall be the
sole judge of the legality or validity thereof and of the
amount necessary.to discharge same.

(12) In the event Secured Party shall pay any such
taxes, assessments, interests, costs, penalties or expenses
incident to or in connection with the collection of the
Collateral or protection or enforcement of the Collateral or
any security therefor, Debtor, upon demand of Secured Party,
shall pay to Secured Party the full amount thereof with
interest at the rate of ten percent (10%) per annum from their
respective dates of payment by Secured Party until repaid to
Secured Party in full; and so Iong as Secured Party shall be
entitled to any such payment, this Security Agreement shall
.operate as security therefor as fully and to the same extent as
it operates as security fdr payment of the other Obligations
secured hereunder, and for the enforcement of such repayment
Secured Party shall have every right and remedy provided for
enforcement of payment of the Obligations secured hereunder.

(13) Except as specifically permitted herein, Debtor
will not release or surrender any of the Collateral at any time
or times.

IV. Special Agreements as to Collateral

(1) Without limiting other provisions hereof, Debtor
specifically agrees that, prior td or upon execution of this
Security Agreeméent, Debtor will execute and delivér to Secured

Party a financing statement or statements, in form and

-10-



substance satisfactory to Seéured Party, covering as collateral
therein (i) the Collateral ~identified in this Security
Agreement. |

(2) Debtor expressly agrees that upon execution of
this Security Agreement Debtor will deliver to Secured Party,
to be held as Collateral hereunder, all original leases and
lease agreemenfs covering or affecting any inventory or
equipment included in the Collateral, together with all related
purchase qrders, invoices or other agreements or modifications
related thereto. Further, from time to time, immediately upon
the making of any . renewal, replacement, modification or
extension affecting ény lease or lease agreement included in
the Collateral, of any new lease of inventofy or equipment, all
documents, writings, or agreements respecting or ‘evidencing
such renewal, replacement, modification, extension, or new
lease shall be delivered to Secured Party. All leases and
related agreements referred to herein shall also bé stamped
conspicuously to show the security interest bf and assignment
to Secured Party hereunder. Debtor shall similarly so deliver
any and all invoices, .agreements, purchase orders, or other
writings e§idencing any sale of other disposition of ihventory
or equipment now or hereafter occurring.

(3) Debtor specially warrants, covenants and aérees
that, immediately upon, or prior to, the making of any lease,
sale or similar agreement covering or affecting the items of
equipment or inventory included in the‘Collateral, Debtor will
cause to be executed by the lessee, obligor or purchaser, and
to be filed iﬁ all appropriate offices, a financing statement
or statements covering the equipment or inventory covered by
such lease or other agreement, naming the 1essee/ obligor of

purchaser as "lessee" or "debtor" therein, and showing Secured
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Party as the assignee of Debtor's rights'thereunder.

V. Special Provisions - Accounts Receivable

(1) The term *account," “accounts," or "accouﬁts
receivable” as used hereinafter in this Article V includes all
accounts, notes, drafts, acceptances, instruments, and chattel
paper in which at any time or from time to time, Secured Party
has or is intended to have a security interest under or
pursuant hereto.

(2) Secured Party -shall have the privilege at any
time wupon request of inspecting during reasonable business
hoqrs‘any of the business locations or premises of bebtor and
the books and records of Debtor relating to said accounts and
the collection thereof, as well as those relating to Debtor's
general business and financial condition; and Debtor will make
such books and records available for such inspection and
reasonably assist Secured Party in its inspection of same.
Debtoi further agrees from time to time to furnish such .other
repbrts, data and financial statements,.‘including audits by
independent public accountants, in respect of "its business and
financial condition as Secured Party may reasonably require.
Secured Party shall have the rights, exercisable at any time,
whether before or after.default by Debtor, to take control of
’all proceeds of the Collateral (whether <c¢ash proceeds or
non-cash proceeds) and to notify any and all account debtors on
accounts, lessees, or obligors to make payment on any and all
accounts, ieases, or obligations directly .to Secured Party; and
Debtor will upon requeét of Secured Party likewise notify any
and all account debtors, lessees, or obligors to make payment
directly to Secured Pérty; but to thé extent Secured Party does
not so elect, Debfor shall confinue to collect the accounts,
lease payments and. obligations. Each lease or similar
agreement shall provide, or each lessee or obligor shall agree,.

that upon the giving by Secured Party of written demand
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therefor, all renEals, leage payments and othef amounts due or
to become due under such leaée or other agreements shall be
paid by - the lessee or other party directly to Secured Party,
without any further liability to Debtor. All proceeds of or
collections on accounts received by Debtor shall be held in
trust by Debtor for the account of Secured Party, shall not be
commingled with any other funds, accounts, monies or property
of Debtof; and shall be forthwith accounted for, paid over,
transmitted and delivered to Secﬁred Party 1in the form as
received by Debtor promptly upoﬁ receipt thereof by Debtor.
‘Proceeds of accounts may be handled and administered
by Secured ‘Party, in 1its discretion, in and through a
Remittance or similar special account; but Debtor acknowledges
that the maintenance of such an account by Secured Party is
solely for its convenience in facilitating its own operations
and that Debtor does not and shall not have any right, titie»br
interest in said account or in the amounts at any time to the
éredit thereof. Excepf to the extent Secured Party may from
time to time in 1its discrééion release proceeds to Debtor for
use in its bﬁsiness, all proceeds of accounts received by
Secured Party shall be applied on the Obligations secured
hereby, whether or not such indebtedness shall have by its
terms matured, such application to be made at such intervals,
and first to interest and then to principal or exclusively to
principal (the interest from time to time accruing to be
charged tp the general account of Debtor or to be paid
separately by Debtor) as Secured Party may determine; except
that Secured Party need not apply or give credit for any item
included in such proceeds until Secured Party has received
final payment thereof at its offices in cash or solvent credits
accepted as such by Secured Pérty.
(3) _Secured Party shall have the .right in its own

name or in the name of Debtor to demand, collect, receive,
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receipt for, sue for, compound and give acquittance for, any
and all amounts due or to become due on the accounts and to
endorse the name of Debtor on all commercial paper given in
_payment or part payment therebf, and in its discretion to file
any claim or take any other action or proceeding which Secured
Party may deem necessary or appropriate to protect and preserve
and realize ﬁpon the security interest of Secured Party in the
accounts and the proceeds thereof and security therefor.

(4) Debtor will from time to time execute such
further instruments and do such further acts .and things as
Secured Party may reasonably require by way of further
assurance to Secured Party  of the matters and things herein
provided for or intended so to be. Without 1limiting the
foregoing Debtor agrees to execute and deliver to Secured Party
an assignment or other form of identification in the form
required by Secured Party of all accounts inclﬁded in the
Collateral, together with such other evidence of the existence
and identity of such accounts as Secured Party may reasonably
require; and Debtor will mark its books and records to reflect
the specific assignment of such accounts.

(5) Returned or repossessed goods, including such as
arise from or relate to any accounts, shall be and become (or
remain) a part of the Tangibles included in the Collateral
hereunder. Debtor shall as often as requested by Secured
Party, report to Secured Party the appropriate identifying
information with respect to all returned or repossessed goods
relating to accounts. Debtor_ shall forthwith pay to the
Secured Party an amount equal to the unpaid balance of all sﬁch
éccounts included in every such report, and upon 'receipt of
such payment 8Secured Party shall apply the same against the
Obligations in such order and in such manner as Securéd Party
may elect; provided however, that Debtor may substitute other
accounts,. satisfactory to Secured Party, és part o©of the

Collateral hereunder in lieu of making such'payments.
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{6) Debtor will not release or surrender any
guaranty, suretyship agreement or security for any of the
accounts at any time or times except incident to payment in
full thereof. | |

VI. Events of Default

Debtor shall be in default under this Security
Agreement upon the happening of any of the following events or
conditions:

(1) Défault in the payment when due of the principal
of or interest on the Prior Notes or the Note or on any othef
of the Obligations;

(2) Failure or refusal of Debtor to perform or
observe any of the covenants, duties or agreements heréin
imposed upon or agreed to be perfo:med or_observed by Debtor;

(3) Default in the performance of any agreement or
obligation of Debtor or of any maker, endorser, quarantor or
surety of any liability or obligation of Debtor to the holder
of the Obligations;

(4) Default by the leésee, obligor, account debtor,
purchaser, or other party obligated on any chattel paper
_(whether lease, conditional sale or otherwise) incluaed in the
Collatéral, which default, in the sole judgment of Secufed
Party, materially affects.the value of the Collateral, dr any
deterioration or impairment of the Collateral or any part
thereof or any decline or depreciation in the market value
thereof (whether actual or reasonably anticipatéd) which, in
4the judgment of Secured Party, causes the Collateral to become
unsatisfactory as.to value or character;

(5) Loss, theft, substantial damage, destruction,
sale or encumbrance toc or of any of the Collateral or the levy
of any attachment, execution, or éthér process against Debtor
or any of the Collatefal;

(6) Death, dissolution, termination of existence,

insolvency, or business failure of Debtor or any endorser,
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.guarantor or surety of any of the Obligations, or appointment
of receiver or other 1legal representative for any part of the
property of, assignment for the benefit of creditors by, or the
commencemént of any proceedings under any bankruptcy or
insolvency law by or against, Debtor or any endorser, guarantor
or surety for any of the Obligations; or

(75 Any warraﬁty, repfeSentation or statement made in
this Security Agreement or made or furnished to Secured Party
by or on behalf of Debtor in connection with this Security
Agreement or to induce Secured Party to make any loan to Debtor
proVes to have been false in‘any material respect when made or
furnisﬁed; or any financial 'étatement of Debtor or of any
guarantor, surety or endorsér on any of the Obligations which
has been or may be furnished to Secured Party by or on bhehalf
of Debtor or such guarantor, surety or endorser shall prove to
be false in any matérially detrimental respect.

VII. Remedies

In the event of default in the payment of any of the
Obligations or any principal, interest or other amount payable
thereunder, when due, or upon the happening of any of the
events of default specified above, and at any Eime thereafter,
at the option of the holder thereof, any or all of the
Obligations shall become immediately due and payable without
pfesentment or demand or any notice to Debtor or any other
person obligated thereon and Secured Party shgll have and may
exercise with reference to fhe Collateral and Obligations any
or all of the rights and remedies of a secured party under the
Uniform Commercial Code as adopted and as amended in the State
of Texas, and as otherwise granted herein or under any other
épplicable law or under any other agreement executed by Debtor,
includiné, without limitation, the right and power to seli,vat
public or private sale or sales, or otherwise dispose of, lease

or otherwise utilize the Collateral and any part or parts
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. thereof in any. manner‘ authorized or permitted under said
Uniform Commercial Code after default by a debtor, and to apply
the proceeds thereof toward payment of any costs and expenses
and attorneys' fees and _legal expenses théreby incurred by
Secured Party and toward payment of the Obliéations in such
order or manner as Secured Party may elect. Specifically and
without liﬁiting . the foregoing, Secured Party may require
Debtor to assemble the Collateral or any security therefor and
make it available to Secured’Party at a place to be designated
by Secured Party which is reasonably convenient to both
parties; and Secured Party shall have the right to take
possession of all or any part of the Collateral or any security
therefor and of all books, records, papérs and documents of
Debtor or in Debtor's. possession or control relating to the
Collateral which are not already in Secured Party's possession;
and for such purpose may enter upon any premises upon which any
of . the Collateral or. any security therefor or ‘any of said
books, records, papers and documents are situated and remove
the same therefrom without any liability ‘for trespass or
damages thereby occasioned, fo the extent _permitted by law,
Debtor expressly waives any notice of sale or other disposition
of the Collateral and all other rights or remedieé of bebtor or
-formalities prescribed by law relative to sale or disposition
of the Collateral or exercise of any other right or remedy of
Securéd Party exiéting after default hereunder; and to the
‘extent any such notice is required and cannot be waived, Debtor
agrees that if such notice is mailed, postage prepaid, to
Debtor either at the street address first shown hereinabove or
at thé méiling address, if any, shown for Debtor, at least five
days before the time of the sale or disposition, such noticé
shall be deemed reasonable andb shall fully satisfy any
requirement for giving of said notice. |

Secured Party is expressly granted the right, at its
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option, toc transfer at any time to itself or to its nominee the
Colléterai,_or any part thereof, and to receive the payments,
collections, monies, income, proceeds or benefits attributable
or accruing thereto and to hold the same as security for the
Obligations or to apply it on the principal and interest or
other amounts owing_oh any of the Obligations whether or not
then due, in such order or manner as Secured Party may elect.

All rights to marshaliing of assets of Debtor,
includihg any such right with respect to 'the Collateral, are
hereby waived by Debtor.

All recitals in any insfrument of assignment or any
other instrument executed by Secured Party incident to sale,
lease, transfer, assighment or other disposition, lease or
utilization of the Collateral or any part thereof hereunder
shall be full proof of the matters stated therein and no other
proof shall be requisite to establish full 1ega1'propriety of
the sale or other action taken by Secured Party or of any fact, -
‘condition or thing incident thereto and all prerequisites of
SUCh‘sale or other action or of any fact, condition or thing
thereto incident thereto shall be presumed conclusively to have
been performed or to have occurred.

The right of Secured Party to take possession or
control of the ‘Collateral upon the happening of any of the
events or conditions constituting a default may be exercised
without resort to any court proceeding or judicial process
whatever and without any hearing whatever thereon; and,'in this

connection, DEBTOR EXPRESSLY WAIVES ANY CONSTITUTIONAL RIGHTS

OF DEBTOR WITH REGARD TO NOTICE, ANY JUDICIAL PROCESS OR ANY

HEARING PRIOR TO THE EXERCISE OF THE RIGHT OF SECURED PARTY TO

TAKE POSSESSION OR CONTROL. OF THE COLLATERAL UPON THE HAPPENING

OF ANY OF THE EVENTS OR CONDITIONS CONSTITUTING A DEFAULT.

VIII. General

The execution and delivery of this Security Agreement
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in no manner shall impair or affect 'any other security (by
endorsement or otherwise) for the paYmenf or performance of the
Obligations and no security taken hereafter as security for
payment or performance of the Obligations shall impair in any
manner or affect this Security Agreement, all such present and
future additional security to bev considered as cumulative
security. Any of the Collateral may be released from this
Security Agreement without altering, varying or diminishing in
any way the force, effect, lien, security interest, or charge
of this Security Agreement as to the Collateral not expressly
released, and this Security‘Agreement shall continue as a first
and prior 1lien, security interest and charge on -all of the
Collateral not expressly released until all the Obligations
secured hereby have been paid or performed in full. Any future
assignment of the interest of Debtor in and to any of the
Collateral shall not deprive Secured Party of the right to sell
or otherwise dispose of or ufilize .all of the Collateral as
above provided or necessitate.the sale or disposition thereof
in parcels or in severalty.

| This Security Agreement shall not be construed as
relieving Debtor 'from full personal 1iability on the
Obligations ‘and any and all future and other indebtedness
secured hereby and for any deficiency thereon.

If maturity of the Obligations shall be acbelerated
for any reason, the full amount o0f any interest then.unearned
which has been collected theretofore by or for Secured Party
shall thereupon be credited against the Obligations.,
Notwithstanding any other provision in this Security Agreement
or in the Obligatiohs or any of them, Debtor shall never be
liable for unearned interest on the Obligations, or on any of
them, and shall further never be required to pay interest on
the Obligations, or on any‘of them, at a rate in e#cess of the

maximum percentage rate authorized and allowed by applicable
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law. To the extent permitted by applicable law, and only to
that extent, the provisions of this paragraph shall have no
applicatidn to a premium or bonus payable upon any -voluntary
anticipation of payment by Debtor on the Obligations or any
part therecf. The intent of the parties being to conform and
comply fully with all laws concerning usury applicable hereto
or to the Obligations or any of them, any agreement concerning
interest in any of the foregoing shall be subject to reduction
to the amount allowed under the applicable laws with respect to
usury,v as now or hereafter construed by the courts &ith
jurisdiction thereof, and any interest collected in excess of
the amount authorized and permitted by such laws shall be
refunded to the person paying the same, or credited against the
Obligations.

In'protecting; exercising or assﬁring its interests,
rights and remedies under this Security Agreemeﬁt, Secured
Party may receive, open and dispose of mail addressed to Debtor
and execute, sign and endorse negotiable and other ihstruments
forj the payment of money, documents of titie and other
evidences of payment, shipment or storage for any form of
Collateral or proceeds on behalf of and in the name of Debtor.

Secured Party 1s hereby subrogated to all of Debtor's
interests, rights and remedies in respect to the Collateral and
all security now or‘hereafter existing with respect thereto and
all guaranties. and endorsements thereof and with respect
thereto.

Any notice or demand to Debtor hereunder or in
connection herewith may be given and shall conclusively be
deemed and considered to have been given and received upon the
deposit thereof, in writing, in the U.S. Mails, duly stamped
and addressed to Debtor either af the street .address first
shown héreinabove or at the mailing address, if any, shown for

Debtor at the beginning of this Security Agreement; but actual
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notice, to Debtor, however given or received, shall always.be
effective.

| Any deposit, deposit account, certificate of
indebtedness or deposit or other sums at any time credited by
or due from the holder of the Obligations to Debtor or any
endorser, guarantor or surety of any of the Obligations and any
securities or other property of Debtor or any endorser,
guarantor or surety of any of the Obligations in the possession
of the holder of the Obligations‘may at all times be held and
treated as additional and cumulative c¢ollateral security for
the payment of the Obligations and Debtor grants Secured Party
a sécurity interest in all such deposits, deposit accounts,
certificates, sums, securities A and other properties as
additional and  cumulative security for payment ofl the
Obligations. The holder of the Obligations may apply or
set-off such deposits, deposit accounts, certificates,
securities, sums or properties against the Obligations at any
timelin the case of Debtor but only witﬁ respect to matured
liabilities in case of the endorsers, guarantors or sureties of
any of the Obligations.-

| Secured Party may, at its option, whether or not the
Obligations are due, demand, sue for, collect or make any
compromise, settlement or adjustment it deems desirable with
reference to Ehe Collateral or any security therefor. Secured
Party shall not be dbligated to. take any steps necessary to
preserve any rights in the Collateral or in any security
therefor against other parties, which Débtof hereby assumes to
do.

No delay or omission on the part of Secured Party in
exercising any right hereunder shall operate as a wai&er of any
such right or any other right. 'A waiver on any one Or more
occasions shall not be construed aé a bar to or waiver of any

right or remedy on any future occasion. The remedies of
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Secured Party hereunder are cumulative, and the exercise of any
one'or ﬁmre of the remedies provided for herein shall not be
.constfued aé an election or as a waiver of any of the other
remedies of Secured Party provided for herein or existing by
law or otherwise.

All rights of Secured Party hereunder shall inure to
the benefit of its successors énd assigns; and all obligations
of Debtor shall bind his heirs, executors, or’administrators,
and his or its successors or assigns. If there be more than
one Debtor, their obligations ‘hereunder shall be _joint and
several. |

Fach term used.in this Security Agreement, unless the
context otherwise requires and in all events subject to any
express definitions set forth in this Security Agreement, shall
"be deemed to ﬁave the same meaning heréin as that given each
such term under the Uniform Commercial Code, as adopted. and as
amended in the State of Texas.

As used in this Security Agreement and when required
by the context, each number (singular and plural) shall include
all numbers, and each gender- shall include all genders; and
unless the context otherwise requires, the word "person" shall
include "corporation, firm or association.”

The law governing this secured transaction shall be
that of the State of Texas existing as of the date hereof;
provided that if any additional rights or remedies are
hereafter granted to secured parties by the law of Texas,
Secured Pérty shall also have and may exercise any such
additional rights or remedies.

SIGNED in multiple original counterparts and delivered

on the day and year first above written.
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DATED: January 2/ , 1986.

?jzi/ﬁﬁ/nk )/,//An_/;

WILLIAM WALTON, JR

MBANK HOUSTON, NATIONAL ASSOCIATION

BY:

HUGH E@Nvmt.

Assistant Vice President
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I certify that this is a true and correct copy of the original Security

Agreement held in the files of MBank Houston,

...........

//" !I- ("’"\ v

Mh S '/Ma

Hugh S Fonv11%e - A V.P.
MBank Houston, N. A.

THE STATE OF TEXAS
‘COUNTY OF HARRIS:

/ / ,r Yo __ President of MBank Houston, a national banking

association on behalf of said Bank,

My commission expires:

.

Nota,ry Publlc in and for
of Texas.

My Cornmi

1986



