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Dear Secretary:

RECORDATIONNO

-2 50 PM
~

INTERSTATE COMMERCE COMMISSION

I have enclosed three (3) originals and nineteen (19)
counterparts of the documents described herein (three copies for
your and two for each of the recordation numbers listed below) to
be recorded pursuant to §11303 of Title 49 of the U.S. Code. The
documents are one (1) First Amendment to Loan Agreement and two (2)
Security Agreements, all of which are dated May 25, 1994. The
First Amendment to Loan Agreement and the two Security Agreements
are to be recorded as secondary documents to ICC Recordation
numbers 18151 & A, 18152 & A, 18153 & A, 18154 & A, 18155 & A,
18156 & A, 18157 & A and 18158 & A. This letter is for ICC
Recordation number 18156 & A.

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

Gregory B. Cundiff and Connie S. Cundiff (Debtor, Borrower and
103 N. Oak Guarantor)
O'Fallon, Illinois 62269

Ironhorse Resources, Inc. (Debtor, Borrower and Guarantor)
103 N. Oak
O'Fallon, Illinois 62269

Railroad Switching Service of Missouri, Inc. (Debtor and
103 N. Oak Guarantor)
O'Fallon, Illinois 62269

Texas Railroad Switching, Inc. (Debtor and Guarantor)
103 N. Oak
O'Fallon, Illinois 62269
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CSC Enterprises, Inc. (Debtor and Guarantor)
103 N. Oak
O'Fallon, Illinois 62269

Crystal City Railroad, Inc. (Debtor and Guarantor)
103 N. Oak
O'Fallon, Illinois 62269

Rio Valley Railroad, Inc. (Debtor and Guarantor)
103 N. Oak
O'Fallon, Illinois 62269

JME Enterprises, Inc. (Debtor and Guarantor)
103 N. Oak
O'Fallon, Illinois 62269

Lone Star Railroad, Inc. (Debtor and Guarantor)
103 N. Oak
O'Fallon, Illinois 62269

Southern Switching Company (Debtor and Guarantor)
103 N. Oak
O'Fallon, Illinois 62269

NationsBank of Texas, N.A. (Secured Party and Lender)
Uvalde Banking Center
220 E. Main St.
Uvalde, Texas 78801-5639

A description of the specific equipment covered by the
Security Agreements are as follows:

Locomotive No. LSRR 705 (formerly KRR 705), Model GP 7

Locomotive No. RVRR 1705 (formerly CSXR 1705), Model GP 16

Locomotive No. RVRR 1729 (formerly CSX 1729), Model GP 16

Included in the property covered by the aforesaid Security
Agreements and First Amendment to Loan Agreement are railroad cars,
locomotives and other rolling stock intended for use related to
interstate commerce or interests therein owned by Gregory C.
Cundiff and Connie S. Cundiff, Ironhorse Resources, Inc., Railroad
Switching Service of Missouri, Inc.; Texas Railroad Switching,
Inc., CSC Enterprises, Crystal City Railroad, Inc., Rio Valley
Railroad, Inc. and JME Enterprises, Inc., Lone Star Railroad, Inc.
and Southern Switching Company at the date of said Security
Agreements and First Amendment to Loan Agreement or thereafter
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acquired by it or its successors as owners of the lines of railway
covered by the Security Agreements and First Amendment to Loan
Agreement.

A short summary of the Security Agreement (Lone Star Railroad,
Inc. as Debtor) to appear in the index is:

"Secondary Document. Security Agreement dated May
25, 1994 entered into by and between Lone Star Railroad,
Inc. ("Debtor") and NationsBank of Texas, N.A. covering
all of Debtor's equipment, including, but not limited to,
all rolling stock; accounts receivable; certain stock and
certain real estate, specifically including, but not
limited to, the following described equipment:

Locomotive No. LSRR 705 (formerly KRR 705), Model GP7

Locomotive No. RVRR 1705 (formerly CSXR 1705), Model GP 16

Locomotive No. RVRR 1729 (formerly CSX 1729), Model GP 16"

A short summary of the Security Agreement (Southern Switching
Company as Debtor) to appear in the index is:

"Secondary Document. Security Agreement dated May
25, 1994 entered into by and between Southern Switching
Company ("Debtor") and NationsBank of Texas, N.A.
covering all of Debtor's equipment, including, but not
limited to, all; rolling stock; accounts receivable;
certain stock and certain real estate, specifically
including, but not limited to, the following described
equipment:

Locomotive No. LSRR 705 (formerly KRR 705), Model GP7

Locomotive No. RVRR 1705 (formerly CSXR 1705), Model GP 16

Locomotive No. RVRR 1729 (formerly CSX 1729), Model GP 16"

Please note that Security Agreements are not notarized in this
jurisdiction.

A short summary of the First Amendment to Loan Agreement to
appear in the index is:

"Secondary Document. First Amendment to Loan Agreement to
Security Agreements dated May 25, 1994 and entered into by and
between Gregory B. Cundiff, Connie S. Cundiff, Ironhorse Resources,
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Inc., Railroad Switching Service of Missouri, Inc., Texas Railroad
Switching, Inc. CSC Enterprises, inc., Crystal City Railroad, Inc.,
Rio Valley Railroad, Inc., JME Enterprises, Inc., Lone Star
Railroad, Inc. and Southern Switching Company (collectively,
"Debtor") and NationsBank of Texas, N.A. covering all of Debtor's
equipment, including, but not limited to, all rolling stock;
accounts receivable, certain stock and certain real estate,
specifically including, but not limited to, the following described
equipment:

Locomotive No. LSRR 705 (formerly KRR 705), Model GP 7

Locomotive No. RVRR 1705 (formerly CSXR 1705), Model GP 16;
and

Locomotive No. RVRR 1729 (formerly CSX 1729), GP 16"

A total fee of $180.00 is enclosed for all of the filings.
Please return the original and any extra copies not needed by the
Commission for recordation to Teresa Ereon Giltner in the enclosed
self-addressed stamped envelope at:

Smith, Barshop, Stoffer & Millsap, Inc.
700 N. St. Mary's Street
Suite 1000
San Antonio, Texas 78205

We appreciate your assistance in this matter. Should you have
any questions, please do not hesitate to contact the undersigned.

Sincerely,

Teresa Ereon Giltner
Attorney for NationsBank of Texas, N.A.

teg\7418.457
inter1.ltr\dmm\9

Enclosures
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I, Dina M. Mirenda, a Notary Public in and for the State of
Texas, hereby state that I have compared a copy of the Security
Agreement attached hereto with the original Security Agreement and
have found the copy to be complete and identical in all respects to
the original document.

EXECUTED this 3rd day of June, 1994.

STATE OF TEXAS

COUNTY OF BEXAR
§
§

This instrument was acknowledged before me on the 3rd day of
June, 1994, by Dina M. Mirenda.

(NOTARY SEAL)
Notary Public, State 6f //,?

ROSE M.GANNON
/*iMW Notary Public
t lWJ i state of Texas

Comrn. exp. 07-30-97

teg\7418.457
cert.10\dmm



NcfionsBank*
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RECORDATION NQ.

14 1994 -2 50

Between

Ur*: (Secured Party)

NationsBank of T
Benking Center:

220 E. Main Street
Uvalde, Uvalde County, Texas

78801
(address including county)

Debtor/Pledger:

Lone Star Railroad, Inc.
103 N. Oak
O'Fallon, St. Clair County, Illinois

62269

(Name snd address including county)

Debtor/Pledgor is: { ] Individual t» Corporation C 1 Partnership [ ]

Address is Debtor's: C ] Rtsidtnct K] Place of Business C J Chief Executive Office if wore than one place of business.

(This Agreement contain*
tn tion. A box

ttain* some provision* preceded by boxes. Nark only those be*** beeide prevision* which will be applicable to this
which ia not marked mean* that the provision beside it lit not applicable to this transaction.)

«- Security Inters**. For good and valuable consideration, the receipt and adequacy of which are hereby acknowledged end subject
to the applicable terms of this egreement, Debtor/Pledgor (hereinefter referred to as Debtor) assign* and grants to Bank (also
known as Secured Party), a security interest and lien in the Collateral to secure the payment and the performance of the
Obligation.

t. Collateral. The security interest is granted in the following (•Collateral"): (Check as applicable)

Any and all accounts, accounts receivable*, receivable*, contract rights, book debts, checks, notes, drafts
instruments, chattel paper, acceptances, chose* in action, any and all amounts due to Debtor from s factor or other forms of
obligations and receivable* now existing or hereefter arising out of the business of the Debtor, ss well as any and all
returned, refused and repossessed goods, and the caah or non-cash proceeds resulting therefrom.

[ 1 Inventory. Any and all of Debtor's Inventory, including without limitation any and all goods held for sale or lease or being
processed for sale or lease in Debtor's business as now or hereafter conducted, whether now owned or hereinafter acquired,
including all materials, goods and work in process, finished goods, and other tangible property held for sale or lease or
furnished under contracts of service or used or consumed In Debtor's business, along with ell documents (including documents
of title) covering inventory, ell cesh and non-cash proceeds from the sale of inventory including proceeds from insurance and
specifically including but not limited to (attach Schedule If necessary);

J[J Equipmsnt. Any and all of Debtor's furnishings, fixtures and equipment, wherever located, whether now owned or hereafter
acquired, together with all increases, parts, fittings, accessories, equipment, end special tools now or hereefter affixed to
any pert thereof or used In connection therewith, end all products, additions, substitutions, accessions, and all cash and nan-
cash proceeds, including proceed* from insurance thereof and thereto, including without limitation the following (attach
Schedule if necessary): .

t 1 Fixture*. All of Debtor's fixtures now existing or hereafter acquired, together with all substitutes and replacements therefor,
ell accession* and attachments thereto, and all tools, parts and equipment now or hereafter added to or used in connection
therewith. These goods sre or will become fixtures on the following described real estate In County,
• ' (state), owned by ; [name of owner) more particularly described
atfollc

(insert legal description (or attach Exhibit) of
property, not street including without limitation the following (attach schedule if necessary):

XI Instrument* and/or limmsimanr Bnriasufi. The following described instruments snd documents including, without limitation,
negotiable instruments, promissory note*, and documents of title owned or to be owned by Debtor, certificates of deposit, and
all liens, security egreement*, leases and other contracts securing or otherwise relating to any of said instruments or
documents, and sll cash and non-cash proceeds end products thereof and such additional property receivable or distributed in
respect of or In exchange for ell or any such instruments or documents (attach Schedule If necessary):

X 1 General Intangible*. All patent*, trademarks, service marks, trsda secret*, copyright*, and exclusive licenses (whether issued
or pending) and all documents, applications, materials and other matters related thereto, all invention*, and all manufacturing,
engineering snd production plans, drawings, specifications, process** and system*, all trade name*, computer programs, data
beses, systems and software (including scurc* and object code*), goodwill, chose* in action and all other general intangibles
of Debtor whether now owned or hereafter acquired and all cash snd non-cash proceed* thereof, including without limitation the
following described intangible personal property, and all chattel paper, docuasnts and instruments relating to such intangibles,
including without limitation (attach schedule if necessary): •

( ] Tfe*«r. All of Debtor'* uncut timber growing or to be grown on th* following described property, snd all cash snd ncn-cssh
proceeds including proceed* from insurance, and alt product* thereof (complete legal description of real property required)

attached
T iiH i nrf . .lii'i t"

hereto and
_. (_f r^^j.^^j _ ^u,. ^~i i a+^f -,.-|. Hfse.^;r^hfiH on Exhibit "A"

y (heretrWter fe?*rrelrto a*1 -Hioe*1 Antf ifi Weeds
thereof).

Z. All substitute* and replacements for, accessions, attachments end other additions to, tools, parts and equipment used in
connection with, and proceed* and products of, the above Collateral (including all income and benefits resulting from any of
the above, such as dividends payable or distributable in cash, property or stock; interest, premium snd principal payments;
redemption proceeds and subscription rights; all certificates of title, manufacturer's ststements of origin, other documents,
accounts snd chattel paper arising from or relsted to the above Collateral, snd returned or repossessed Collateral, any of
which, if received by Debtor, upon request shall be delivered immediately to Bank.

3. The balance of every deposit account of Debtor under control of Bank and any other claim of Debtor against Sank, now or
hereafter existing, liquidated or unliquidated, and all money, instruments, securities, documents, chattel paper, credits,
claims, demands, income, and any other property, rights and interests of Debtor which at any time shell come into the possession
or custody or under the control of Bank or any of its agents, affiliates or correspondents, for sny purpose, and the proceeos
of sny thereof. Sank shall be deemed to have possession of any of the Collsteral in transit to or set apart for it or any or
its agents, sffilistes or correspondents.

1. Description of Obligation. The following obliastions ("Obi i gat ion") are secured by this agreement: (a)
liabilities and agreements of Debtor to Sank, now or. hereefter existing arising directly or indirectly

. *l ' Ind' 8aniceotor



whether absolute or contingent, joint or several, secures or unsecured, du« or not due contractual or tort,,,
or unliquidated, arising by operation of I** or otherwise, and all rental,, extensions'or reer7en?emjnt of ent̂ V
(b) Sank'* participetion in any loan or other debt of Debtor to another person; (e) All costs incurredI bv7«nk r « * ;

preserve, perfect and enforce thi« agreement and maintain, preserve, collect and enforce the Collateral- (d) intLr..* « lw'
above amounts as agreed between Bank end Oebtor;<e) All debt, obligations and liabilities of Ironhorse_REsou?ces
inc.rGreqory B. Cundiff and Connie S. cnndiff n« .h..̂ -̂, .,— • - "
party, together with the Debtor named above, is hereinafter referred to collectively as "Oebtor") to Bank of the kinds
in this Item C., now existing or hereafter arising; (f) All expenses of the Sank, including fees and expenses of i
counsel, incident to th« enforcement of payment of all obligations of the Oebtor by any action or participetion in or in
connection with e ees* or proceeding under the Bankruptcy Code, or any successor statue thereto; (g) If the Oebtor is not the
obligor of any of the Obligations, end in the event any amount paid to Bank on any Obligation is subsequently recovered from
the Bank in or as e result of any bankruptcy, insolvency or fraudulent conveyance proceeding, the Oebtor shall be liable to
the Bank for the amount* so recovered up to the fair market value of the Collateral whether or not the Collaterel has been
released or the security Interest terminated. In the event the Collateral haa been released or the security interest terminated
the fair market value of the Collaterel shall be determined, at the Bank's option, ss of the dste the Collateral was released'
the security interest terminated, or said amounts were recovered; and (h> All amounts which msy be owed to Bank pursuant to
all other loan documents executed between Bank and any other Debtor.

Notwithstanding the foregoing, if the Collateral is personal property used aa a principal residence (such as a mobile home or
a houseboat) or "household goods" (ss that term is defined at 12 C.f.8.5227.12, as it may be emended from time to time) which
are not in the Bank's possession and which are not fixtures, such Collateral shell not secure any liability contracted for
personal family or household purposes between the Oebtor or an obligor and the Sank already in existence on the date hereof
or that arisee hereafter, unless the Debtor otherwise expressly sgrees.

0. DEBTOR'S UARKANTIES. Oebtor hereby represents and warrants to Bank as follows:
1. Financing Statements. Except as msy be noted by schedule ettached hereto and incorporated herein by reference no financing

statement covering the Collateral is or will be on file in any public office, except the financing statements relating to this
security interest, and no security interest, other than the one herein created, has sttached or been perfected in the Collateral
or any part thereof.

2. Ownership. Debtor owns, or will us* the proceeds of any loans by Bank to become the owner of, the Collaterel free from any
setoff, claim, restriction, lien, security interest or encumbrance except lien* for taxes not yet due and the security interest
heretndsr.

3. Fixture* and Accessions. None of the Collateral is affixed to real estate or is an accession to any goods, or will become a
fixture or accession, sxcept as expressly set out herein.

4. Claim* of Debtor* on Collateral. All account debtors and other obligors whose debts or"obli gat Ions are part of the Collaterel
have no right to setoffs, counterclaims or adjustments, and no defenses in connection therewith.

5. Power and Authority. Oebtor haa full power and authority to make this agreement.

E. DEBTOR'S OWEMAmTS. Until full payment and performance of all Obligations and termination or expiration of any obligation or
commitment of Bank to make advances or loans to Debtor, unless Bank otherwise consents in writing:

1. Obligation and This Agreement. Debtor shsll perform sll of its agreements herein and in any other agreements between it and
Bank.

2. Ownership of Collateral. Debtor shell defend the Collateral against sll claims and demands of sll parsons at any time claiming
any interest therein adverse to Bank. Oebtor shall keep the Collaterel free from all liens and security interests except those
for taxes not yet due and the security interest hereby creeted.

3. Insurance. Oebtor shell insure the Collateral with companies acceptable to Bank. Such insurance shall be in an amount not lesa
than the feir market value of the Collateral and shsll be against such casualties, with such deductible amounts as Bank shall
approve. All insurance policies shsll be written for the benefit of Debtor and Bank as their interests may appear, payable to
Bank as loss payee, or in other form satisfactory to Bank, and such policies or certificates evidencing the same shall be
furnished to Bank. All policies of insurance shall provide for written notice to Bank at least 30 days prior to cancellation.
Risk of loas or damage is Debtor's to the extent of any deficiency in any effective insurance coverage.

4. Maintenance). Debtor shell keep all tangible Collaterel in good condition.
5. Bank's Costa. Debtor shell pay sll costs necessary to obtain, preserve, perfect, defend and enforce this security interest,

collect the Obligation, and preserve, defend, enforce and collect the Collaterel including but not limited to taxes,
assessments, insurance premiums, repairs, reasonable attorney's fees and legal expenses, feed, rent, storage costs and expenses
of ssles. Whether Collaterel is or is not in Bank's possession, and without any obligation to do so and without waiving
Debtor's default for failure to make any such payment. Bank at its option may pay any such costs and expenses, dischsrge
encumbrances on Collaterel, and pay for Insurance of Collateral, and such payment shall be a part of the Obligation and bear
interest at the rete set out in the Obligation. Debtor agrees to reinburse Bank on demand for any costs so incurred.

6. "information and Inspection. Debtor shall «) promptly furnish Bank any information with respect to Collaterel requested by
Bank; (ii) allow Bank or it* representative* to inspect the Collateral, at any time and wherever located, and to inspect end
copy, or furnish Sank or It* representatives with copies of, sll records relsting to the Collateral and the Obligation; (Hi)
furnish Bank or its representative* such information ss Bank may request to identify Collateral, at the time end in the form
requested by Bank; and <lv) deliver upon request to Bank shipping and delivery receipts evidencing the shipment of good* end
invoices evidencing the) receipt of, and the payment for, Collaterel.

7. Additional Dimaantr Debtor shall sign and deliver any papers furnished by Bank which are necessary or desirable in the
judgment of Bank to obtain, maintain and perfect the security interest hereunder and to enable Bank to comply with the federal
Assignment of Claim* Act or any other federal or state law In order to obtain or perfect Bank'* interest In Collateral or to
obtain proceeds of Collaterel.

8. Pert lea Liable on Collateral. Debtor will preserve the liability of all obligors on any Collaterel, will preserve the priority
of sll security therefor, and will deliver to Bank the original certificates of title on ell motor vehicles or other titled
vehicle* constituting the Collateral. Bank shall have no duty to preserve such liability or security, but msy do so st the
expense of Oebtor, without waiving Debtor's default.

9. light of Bank to motify Debtor*. At any time, whether Debtor is or is not in default hereunder. Bank may notify persons
obligated on any Collateral to make payments directly to Bank and Bank may take control of sll proceeds of any collateral,
until Bank elects to exercise such rights. Debtor, as agent of Sank, shall collect and enforce all payments owed on Collateral.

10. Seconds of Collateral. Debtor at all times will maintain accurate books and records covering the collateral. Debtor
immediately will merk ell books and records with an entry showing the absolute assignment of all Collaterel to Bank and Bank
is hereby given the right to audit the books and records of Oebtor relating to Collateral at any time end from time to time.
The amounts shown a* owed to Oebtor on Debtor's books and on any assignment schedule will be the undisputed amounts owing and
unpaid.

11. Disposition of Collateral. If disposition of any Collateral gives rise to an account, chattel paper or instrument, Oebtor
immediately shall notify Bank, and upon request of Bank shall assign or indorse the same to Bank. NO Collateral may be sold,
leased, manufactured, processed or otherwise disposed of by Debtor In any manner without the prior written consent of Bank,
except Collaterel sold, leaaed, manufactured, processed or consumed In the ordinery course of business.

12. Account*. Each account held a* Collateral will represent the velid and legally enforceable obligation of "third parties, and
shsll not be evidenced by any instrument or chattel paper.

n','lssiyH~ mf C-!!-*«r<5!- filter shall give Bank written notice of each office of Oebtor In which records of Oebtor pertaining
'to'aceouhta held aa Collateral are kept, ana each ioi.iiun .„*;-. ;.;U,--rii .iV ;;••; w;.::i. L.-». Û i.-'cri sf.er.y s.iang.e of vv
such location. If no such notice ia given, all records of Oebtor pertaining to Collateral are and shall be kept at oeoxor s
address shown above. All Collaterel of Oebtor will be kept at Debtor's address shown abova unless otherwise noted as follows:

14. Notice of Change*. Oebtor will notify Bank immediately of any material change in the Collateral, of a cnanoe in Debtor's
residence or location, of a change in any matter warranted or represented by Debtor in this agreement or furnished to Bank,
and of any event of default.

15. Use end lemoval of Collateral. Debtor will not use the Collateral illegally nor, unless previously indicated ss a fixture,
permit the Colleteral to be affixed to real or personal property without the prior written consent of Bar*. Oetttor will not
permit any of the Collateral to be removed from the locations specified herein without the prior written consent of Bank, except
for the sale of inventory in the ordinery course of business. . .

16. Possession of Collateral. Oebtor will deliver all other instruments, documents and chattel paper which ere part of tie
Collateral and in Debtor's possession to the Bank immediately, or if hereafter acquired, immediately following acquisition,
appropriately indorsed to Bank's order, or with appropriate, executed powers. Oebtor waives presentment, notice of acceleration,
demand, notice of dishonor, protest, and all other notices with respect thereto. . . .

17. Consumer Credit. If any Collateral or proceeds includes obligations of third parties to Oebtor, the transactions «lvin« V"*'
to the Collateral shall conform in all respects to the applicable state or federal law including but not limited to corai™

lesa/security.aat/10-93 2



cr«3it tew. Oeotor Malt not<J Aaraiecs «na <noaan<rx *«n« cgAinsc «ny case, «o»* or «A<»I»« •ns.no tra. u«Co,
thi» covenant. »~<.or . ;*•

TJ. Our* of lajBK/Statu*. Without the written consent of Bank, Debtor thill not change its name, change it. coroor.te
use any trade name or engage in any business In which it was not engaged on the date of this agreement.

19. Power of Attorney. Debtor appoints Bank as Debtor's attorney-in-fect with full power in Debtor's name and behalf to do *v.rv
act which Debtor is obligated to do or May be required to do hereunder; however, nothing in this paragraph shall be eonstru«d
to obligate lank to take any action herewider nor shall Bank be liable to Debtor for failure to take any action hereunder Thi.
appointment shall be deemed a power coupled with an interest and shall not be terminable as long as the Obligations tr\
outstanding and shall not terminate on the disability or incompetence of the Debtor.

20. Waiver* by Debtor. Debtor waives notice of the creation, advance, increase, existence, extension or renewal of and of any
indulgence with respect to. the Obligation; waives presentment, demand, notice of dishonor, and protest; waives notice of the
amount of the Obligation outstanding at any tine, notice of any change in financial condition of any person liable for the
Obligation or any part thereof, notice of any event of default, and all other notices respecting the Obligation' and agrees
that maturity of the Obligation and any part thereof My be accelerated, extended or renewed one or eore times by Bank in its
discretion, without notice to Debtor. Debtor waives any right to require that any action be brought against any other person
or to require that resort be had to any other security or to any balance of any deposit account. The Debtor further waives any
right of subrogation or to enforce any right of action against sny other Debtor until the Obligation is paid in full

21. Other Per ties and Other Collateral. No renewal or extension of or any other indulgence with respect to the Obligation or any
part thereof, no releese of any security, no release of sny person (including any maker, indorser, guarantor or surety) liable
on the Obligation, no delay In enforcement of payment, and no delay or omission or lack of diligence or care in exercising any
right or power with respect to the Obligation or any security therefor or guaranty thereof or under this agreement shall in
any mnner impair or affect the righta of Bank under the law, hereunder, or under any other agreement pertaining to the-
Collateral. Bank need not file suit or assert a claim for personel judgment against any person for any part of the Obligation
or seek to realize upon any other security for the Obligation, before foreclosing or otherwise realizing upon the Collateral
for the purpose of paying the Obligation. Debtor waives any right to .the benefit, of or io require or control application of
any other security or proceeds thereof, and agrees that Bank shall haw TO duty or.obligation to Debtor to apply to the
Obligation any such other security or proceeds thereof.

22. Collection and Segregation of Accounts. The Bank hereby authorizes the Debtor to collect the Collateral, subject to the
direction and control of the Bank, but the Bank may, without cause or notice, curtail or terminate said authority at any time,
upon notice by the Bank, whether oral or in writing, to the Debtor, the Debtor shall forthwith upon receipt of sll checks
drsfts, cash and other remittance* in payment of or on account of the Collateral, deposit the same in one or more special
accounts maintained with the Bank over which the Bank alone shall have the power of withdrawal. The remittance of the proceeds
of such Collateral shall not, however, constitute payment or liquidation of such Collateral until Bank shall receive good funds
for such proceeds. Funds placed in such special accounts shsll be held by the Bank as security for all Obligations secured
hereunder. These proceeds shall be deposited in precisely the form received, except for the indorsement of the Debtor where
necessary to permit collection of item, which indorsement the Debtor agrees to make, and which indorsement the Bank is also
hereby authorized, as attorney-in-fact, to make on behalf of the Debtor. In the event the Bank has notified the Debtor to make
deposits to a special account,, pending such deposit, the Debtor agrees that it will not commingle any such checks, drsfts, cash
or other remittance* with any funds or other property of the Debtor, but will hold them separste and apart therefrom, and upon
an express trust for the Bank until deposit thereof is made in the special account. The Bank will, from time to time, apply*
the whole or any part of the Collateral funds on deposit in this special account against such Obligation* is are secured hereby
as the Bank may in its sole discretion elect. At the sole election of the Bank, any portion of said funds on deposit in the
special account which the Bank shall elect not to apply to the Obligation*, may be paid over by the Bank to the Debtor.

23. Compliance with state and Federal Law*. Debtor will comply with all State and Federal laws, and regulations applicable to its
business, whether now in effect or hereafter enacted including but not. limited to the wage and hours laws and relating to the
use or disposal of hazardous materials snd waste*. .::--- . 4 :-

F. Bight* and Powers of Bank ••• ;;---
1. General. Bank, before or after default, without liability to Debtor may: obtain fro* any person information regarding Debtor'

or Debtor's business, wMch information any such person also may furnish without liability to Debtor; require Debtor to give
possession or control of-:eny Collateral to Bank; Indorse as Debtor's agent any,.instruments, documents or chattel paper in
Collateral or representing proceeds of Collateral; contact account debtors directly to verify information furnished by Debtor;
take control of proceeds, including stock received ss dividends or by reason of stock splits; release Collateral in its
possession to any Debtor, temporarily or otherwise; require additional Collateral; reject as unsatisfactory any property
hereafter offered by Debtor a* Collateral; set standard* from time to time to govern what may be used as after acquired
Collateral; designate, from time to time, a certain percent of the Collateral a* the loan value and require Debtor to maintain
the Obligation at or below such figure; take control of funds generated by the Collateral, such as cash dividends, interest
and proceed* or refund* from insurance, and us* same to reduce any part of the Obligation and exercise all other rights which
an owner of such Collateral may exercise, except the right to vote or dispose of Collateral before an event of default; at any
•time transfer any of the Collateral or evidence thereof into its own name or that of ita nominee; and demand, collect, convert,
redeem, receipt for, settle, compromise, adjust, sue for, foreclose or realize upon Collateral, in its own name or In the name
of Debtor, a* Bank may determine. Bank shall not be liable for failure to collect any account or instruments, or for any act
or omission on the part of the Bank, It* officers, agents or employees, except willful misconduct and gross negligence. The
foregoing right* and power* of Bank will be in addition to, and not a limitation upon, any right* and powers of Bank given by
law, elsewhere in thi* agrlament, or otherwise. If Debtor fails to maintain any required Insurance, to the extent permitted
by applicable law Bank may (but 1* not obligated to) purchase single interest insurance coverage for the Collateral which
insurance may at Bank'* option (1) protect only Bank and not provide any remuneration or protection for Debtor directly and
(ii) provide coverage only after the Obligation hss been declared due as herein provided. The premiums for sny such insurance
purchased by Bank shall be a part of the Obligation and shall bear interest a* provided In 8.1.d. hereof.

2. Convertible Collateral. Bank, may present for conversion any Collateral which is convertible into sny other instrument or
investment security or a combination thereof with cash, but Bank shall not have any duty to present for conversion any
Collateral unless It shall have received from Debtor detailed written instruction* to that effect at a time reasonably far in
advance of the final conversion date to make such conversion possible.

B. DEFAULT
1. Event of Default. An event of default shall occur if: (i) there la loss, theft, damage or destruction of sny material portion

of the Collateral for which there 1* no insurance coverage or for which, in the opinion of the Bank there is insufficient
insurance coverage; or <il) if Debtor or any other obligor on the Obligation shall fail to timely and properly pay or observe,
keep or perform any term, covenant, agreement or condition In this agreement or in any other agreement between Debtor and any
other obligor on the Obligation, including in any other note or inatruaent, loan egrisaint, security agreement, deed of trust,
mortgage, promissory note, assignment or other agreement or inatrumant concerning the Obligation.

2. Bight* and ImBsdiee. If any event of Default shall occur, than, in each and every such case, the Bank may, without presentment,
demand or protect; notice of default, dishonor, demand, non-payment, or protect; notice of intent to accelerate all or any part
of the Obligation; notice of acceleration of all or any part of the Obligation; or notice of any other kind, all of which Debtor
hereby expressly waive*, (except for any notice required under this agreement, any other loan document or applicable law); at
any time thereafter exercise and/or enforce any of the following rights and remadie** •

a) Posaam*ion and Collection of Collateral. At its option: (i) take possession or control of. store, lease, operate, manage, sell
«r, c.h.̂ (f, <H*cn*̂ .i>f, flti nr any p-vrt of the Collateral; (ii) notify all parties under any account or contract riflht forming
all or any part of the Collateral to make any payments oth.rwt.* -o, :« C;t:sr ̂ rsst'v <•-> **&-Saii:,,:Cj','; in tr-..-- Sar.fc-s oan
name, or in the name of the Debtor, demand, collect, receive, sue for, and give receipt* and releases for, sny and sll amounts
due under such accounts snd contract rights; (1v) indorse as the agent of the Debtor «ny check, note, chattel paper, documents,
or inatrumenta forming all or any part of the Collateral; <v> make formal application for transfer to the B*nk (or to assijnee
of the Bank to any purchaser of sny of the Collateral) of all of the Debtor's permits, licenses, approval*, agreements, and
the like relating to the Collateral or to the Debtor'* business; (vi) tske sny other action which the Bank deems necessary or
desirable to protect and reelize upon Its security interest in the Collateral; end (vii) in addition to the forgoing, and not
in substitution therefor, exercise sny one or more of the rights and remedies exercisable by the Bank under an> other provision
of this agreement, under any of the other loan documents, or as provided by applicable lew (including, without imitation, the
Uniform Cotmercisl Code aa in effect in Texas (hereinafter referred to as the "HJCC")). in tsking possession of the Col literal
the Bank may enter the Debtor's premises and otherwise proceed without legal process, if this csn be done without breach of
the peece. The Debtor shall, upon the Bank's demand, promptly make the Collateral or other security availeBie to the Sank at
a place designated by the Sank, which place shall be reasonably convenient to both parties.

The Bank shall not be liable for, nor be prejudiced by, any loss, depreciation or other damages to the Collateral, unless caused
by the Bank's willful and malicious act. The Sank shall hsve no duty to take any action to preserve or collect the collateral.

b) Receiver. Obtain the appointment of a receiver for all or any of the Collateral, the Debtor hereby consenting to the appointment
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•eeeiver and agreeing not to oppose eny «uch appointment.
Offset. Without notice or demand to the Debtor, set off and apply against any and all of the Obligations «nv ~*t
(general or special, time or demand, provisional or finel) and any other indebtedness, at any time held oVaTina
to or for the credit of the account of the Debtor. ^ "*ld or °*"n«

of tuch receiver and agreeing not to oppose eny «uch appointment.
c) Right of offset. """ '" ' ' -- "

deposits
the Bank

Bank Mill be antitlad to immediate possession of all books and records evidencing any Collataral or obtaining to chattel oaeer
covtrad by thie agreement and it or its representatives shall havt the authority to anttr upon any premises toon which anTof
tht saw, or any Collateral, My be situatad and remove the same therafroai without liability. Bank may surrender any insurance
polfefea in Collateral and receive the warned premium thereon. Debtor shall be entitled to any surplus and shall be liable
to Sank for any deficiency. The proceeds of any disposition after default available to aatiafy the Obligation shall be applied
to the Obligation in suck order and fn such Manner as Bank in its discretion shall decide.

1. Parties Bound. Bank's rights hereunder shell inure to the benefit of its successors and assigns, and in the event of any
assignment or transfer of any of the Obligation or the Collateral, Bank thereafter shell be fully discharged from any
responsibility with respect to the Collateral so assigned or transferred, but Bank shall retain all rights and powers hereby
given with respect to any of the Obligation or Collateral not so •(signed or transferred. All representations, warranties and
agreements of Debtor if more than one are joint and several and all shall be binding upon the personal representatives heirs
successors and assigns of Debtor. ' '

2. Waiver. No delay of Bank in exercising eny power or right shell operate as a waiver thereof; nor shall any tingle or partial
exercise of any power or right preclude other or further exercise thereof or the exercise of any other power or right No
waiver by Bank of any right hereunder or of any default by Debtor shall be binding upon Bank unless in writing, and no failure
by flenk to exercise any power or right hereunder or waiver of any default by Debtor shall operate es e waiver of wry other or
further exercise of such right or power or of any further default. Each right, power and remedy of the Bank as provided for
in eny of the loan documents, or which shell now or hereafter exist at law or in equity or by statute or otherwise, shall be
cumulative and concurrent and shall be in addition to every other such right, power or remedy. The exercise or beginning of
the exercise by the Bank of any one or more of such rights, powers or remedies shall not preclude the simultaneous or later
exercise by the Bank of any or all other such rights, powers or remedies.

3. Agreement Continuing. This agreement shell constitute s continuing agreement, applying to all future aa well as existing
transactions, whether or not of the character contemplated at the date of this agreement, and if all transactions between Bank
and Debtor shall be closed at any time, shall be equally applicable to any new transactions thereafter. Provisions of this
agreement, unless by their terms exclusive, shall be in addition to other agreements between the perties. Time ia of the essence
of this agreement.

4. Definitions. Unless the context indicates otherwise, definitions in the UCC apply to words and phrases in this agreement; if
UCC definitions conflict. Article 9 definitions apply.

5. Notiee. Notice shell be deemed reasonable if mailed postage prepaid at leest S days before the releted action (or if the UCC
elsewhere specifies s longer period, such longer period) to the address of Debtor given above.

6. Modifications. No provision hereof shall be modified or limited except by a written agreement expressly referring hereto and
to the provisions so modified or limited and signed by the Debtor and Bank, nor by course of conduct, usage of trade.

7. Partial Invalidity. The unenforceability or invalidity of any provision of this security agreement shall not affect the
enforceability or validity of any other provision herein and the invalidity or unenforceability of any provision of any loan
document to any parson or circumstance shall not affect the enforceability or validity of such provision as it may apply to
other persons or circumstances.

8. Gender and Number. Where appropriate, the use of one gender shall be construed to include the others or any of them; and the
singular number shall be construed to include the plural, and vice versa.

9. Applicable Lam and Venue. This agreement has been delivered in the State of Texas and shall be construed in accordance with
the laws of that State. It is performable by Debtor in the county or city of Bank's address set out above and Debtor expressly
waives any objection ea to venue in any such location. Wherever possible each provision of this agreement shall be interpreted
in such manner aa to be effective and valid under applicable law, but if any provision of this agreement shall be prohibited
by or invalid under applicable law, such provision shall be ineffective to the extent of such prohibition or invalidity, without
invalidating the remainder of such provisions or the remaining provisions of this agreement.

10. Financing Statement. To the extent permitted by applicable law, a carbon, photographic or other reproduction of this security
agreement or eny financing statement covering the Collateral shall be sufficient as a financing statement.

11. Counterparts. This agreement may be executed in any number of counterpsrts, each of which shall be considered to be an original,
but all of which shell constitute one in the same instrument. As used herein "this agreement'1 shall include all attachments

12. ARBITRATION! AIT CONTROVERSY OR CLAIM BETWEEN OR AMONG THE PARTIES HERETO INCLUDING BUT NOT LIMITED TO THOSE ARISING our OF
OR RELATING TO THIS AGREEMENT OR ANT RELATED AGREEMENTS OR INSTRUMENTS, INCLUDING ANT CLAIM BASED ON OR ARISING FROM AN ALLEGED

• TORT, SHALL BE DETERMINED BY BINDING ARBITRATION IN ACCORDANCE WITH THE FEDERAL ARBITRATION Aa (OR IF HOT APPLICABLE. THE
APPLICABLE STATE LAW). THE RULES OF PRACTICE AND PROCEDURE FOR THE ARBITRATION OF COMMERCIAL DISPUTES OF JUDICIAL ARBITRATION
AND MEDIATION SERVICES, INC. (J.A.N.S.) AND THE •SPECIAL RULES" SET FORTH BELOW. IN THE EVENT OF ANT INCONSISTENCY. THE SPECIAL
RULES SHALL CONTROL. JUUWMNT UPON ANT ARBITRATION AWARD NAT BE ENTERED IN ANT COURT RAVING JURISDICTION. ANT PARTY TO THE
AGREEMENT HAT BRING AB ACTION, INCLUDING A SUMMARY OR EXPEDITED PROCEEDING, TO COMPEL ARBITRATION OF ANY CONTROVERSY OR CLAIM
TO WHICH THIS AGREEMENT APPLIES II ANT COURT HAVING JURISDICTION OVER SUCH ACTION.

(A) SPECIAL RULES. THE ARBITRATION SHALL HE CONDUCTED IN THE CITY OF BORROWER'S DOMICILE AT THE TIME OF THIS AGREEMENT'S EXECUTION
AND ADMINISTERED BT J.A.M.S. WHO WILL APPOINT AN ARBITRATOR; IF J.A.N.S. IS UNABLE OR LEGALLY PRECLUDED FROM ADMINISTERING THE
ARBITRATION. THEM THE AMERICAN ARBITRATION ASSOCIATION WILL SERVE. ALL ARBITRATION HEARINGS WILL BE COMMENCED WITHIN 90 OATS
OF THE DEMAND FOR ARBITRATION; FURTHER, THE ARBITRATOR SHALL ONLY. UPON A SNOWING OF CAUSE. BE PERMITTED TO EXTEND THE
CCPPCNCSeBIT OF SUCH HEARING FOR UP TO Al ADDITIONAL 60 OATS.

(B> RESERVATION OF RIGHTS. NOTHING IN THIS AGREEMENT SHALL BE DEEMED TO (I) LIMIT THE APPLICABILITT OF ANT OTHERWISE APPLICABLE
STATUTES OF LIMITATION OR REPOSE AND ANT WAIVERS CONTAINED IN THIS AGREEMENT; OR (II) BE A WAIVER BT THE BANK OF THE PROTECTION
AFFORDED TO IT BT 12 U.S.C. SEC. 91 OR ANT SUBSTANTIALLY EQUIVALENT STATE LAW; OR (III) LIMIT THE RIGHT OF THE BANK HERETO (A)
TO EXERCISE SELF HELP REMEDIES SUCH AB (BUT NOT LIMITED TO) SETOFF. OR (B) TO FORECLOSURE AGAINST ANT REAL OR PERSONAL PROPERTT
COLLATERAL, OR (C) TO OBTAIN FROM A COURT PROVISIONAL OR ANCILLARY REMEDIES SUCH AS (BUT NOT LIMITED TO) INJUNCTIVE RELIEF,
WRIT OF POSSESSION OR THE APPOINTMENT OF A RECEIVER. THE BANK HAT EXERCISE SUCH SELF HELP RIGHTS. FORECLOSURE UPQHSUCN
PROPERTT, OR OBTAIN SUCH PROVISIONAL OR ANCILLARY REMEDIES BEFORE. DURING OR AFTER THE PBBXNCT OF ANY ARBITRATION PROCEEDING
BROUGHT PURSUANT TO THIS AGREEMENT. AT BANK'S OPTION, FORECLOSURE UNDER A DEED OF TRUST OR MORTGAGE NAT BE ACCOMPLISHED BY ANY
OF THE FOLLOWING: THE EXERCISE OF A POWER OF SALE UNDER THE DEED OF TRUST OR MORTGAGE, OR BT A JUDICIAL SALE UNDER THE DEED
OF TRUST OR MORTGAGE. OR BT JUDICIAL FORECLOSURE. NEITHER THIS EXERCISE OR SELF HELP REMEDIES NOR THE INSTITUTION OR MAINTENANCE
OF AB ACTION FOR FORECLOSURE OR PROVISIONAL OR ANCILLARY REMEDIES SHALL CONSTITUTE A WAIVER OF THE RIGHT OF ANT PARTY, INCLUDING
THE CLAIMANT IN ANT SUCH ACTION, TO ARBITRATE THE MERITS OF THE CONTROVERST OR CLAIM OCCASIONING RESORT TO SUCH REMEDIES.

13. NOTICE OF FINAL AGREEMENT. THIS WRITTEN AGREEMENT AND THE OTHER LOAN DOCUMENTS REPRESENT THE FINAL AGREEMENT BETWEEN THE PARTIES
AND NAT NOT BE CONTRADICTED BT EVIDENCE OF PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS OF THE PARTIES. THERE ARE NO
UNWRITTEN OR ORAL AGREEMENTS BETWEEN THE PARTIES;

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be duly executed under seal by their duly'authoriied representatives
as or the date first above

Debtor/PI

Title: '^L±

LONE TAR RAILROAD
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EXHIBIT "A"

All equipment and rolling stock of Debtor, including, but not
limited to, that equipment described on Exhibit "B" attached hereto
and incorporated herein by reference for all purposes, whether now
owned or hereafter acquired, together with all increases, parts,
fittings, accessories, special tools and accessions, now or
hereafter attached thereto or used in connection therewith, and any
and all replacements of all or any part thereof, and all lease
payments, rentals, per diem mileage credits, and any and all other
revenues or monies of whatever nature generated by or attributable
to equipment, rolling stock and/or rail cars of Debtor, and any and
all of the products, income and proceeds of any of the foregoing;
and

All of Debtor's accounts, receivables, account "receivables,
notes, drafts, acceptances, instruments, chattel paper and general
intangibles, and all guarantees and suretyship agreements relating
thereto and all security for the payment, or performance thereof,
whether now existing or hereafter arising; all proceeds, monies,
income, benefits, collections or products thereof and thereon, and
attributable or occurring thereto; all goods which give rise or may
give rise thereto, including, without limitation, all returned or
repossessed goods and other goods, the sale or delivery of which
gave rise or may give rise to any such accounts, notes, drafts,
acceptances, instruments, chattel paper or general intangibles,
including the right of stoppage in transit and the products and
proceeds thereof; and all rights of Debtor, whether or not earned
by performance, under contract of sale or leased goods or other
services and all proceeds thereof.
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EXHIBIT "B"

Hi-Rail Truck, Backhoe, Trailer, tools, radios, maintenance of way
equipment and locomotives.
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