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ALVORD AND ALVORD
ATTORNEYS AT LAW
O18 SIXTEENTH STREET, N W

SUITE 200
WASHINGTON, D.C.
ELIAS C. ALVORD (1942) 20008-2973 OF COUNSEL
ELLSWORTH C ALVORD (1964) — N URBAN A LESTER
(202) 393-2266 E’
FAX (202) 393-2156
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ITERSTATE Anaisramm porst e ~armet

Mr. Vernon A. Williams

Secretary
Surface Transportation Board
Washington, D.C. 20423
Dear Mr. Williams:
Enclosed for ion pursuant to the provisions of 49 U.S.C. Section

11301(a), are two (2) copies of a Loan and Security Agreement, dated as of February
23, 1996, a primary document as defined in the Commission's Rules for the
Recordation of Documents and two (2) copies of a Supplement, dated April 3, 1996, a
secondary document related thereto.

The names and addresses of the parties to the enciosed document are:
Debtor: Gulf States Steel, inc. of Alabama

174 S. 26th Street
Gadsden, Alabama 35904

Secured Party: The CIT Group/Equipment Financing, Inc.
1211 Avenue of the Americas
New York, New York 10036
A description of the railroad equipment covered by the enclosed document is:

one (1) reconditioned EMD locomotive number E-830-1 as set forth in the
Supplement
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Mr. Vernon A. Willlams
April 12, 1996
Page 2

Also enclosed is a check in the amount of $42.00 payable to the order of the
Surface Transportation Board covering the required recordation fee.

Kindly return one stamped copy of the enclosed documents to the undersigned.
Very truly yqurs,

o
Robert W. Alvord

RWA/bg
Enclosures



SURFACE TRANSPORTATION BOARD

WASHINGTON, D.C. 20423-0001
9/6/96

Robert W. Alvord

Alvord And Alvord

918 Sixteenth Street, NW, Ste 200
Washington, DC. 20006~ 2973

Dear gSir.
The enclosed document(s) was recorded pursuant to the provisions of Section 11303 of
the Interstate Commerce Act, 49 U.S.C. 11303, on 9/5/96 at 71.30AM ,and

assigned recordation number(s). 57753

Sin Yy yours,

W/ st

"Vernon A. Williams -
Secretary

Enclosure(s)

$ 21.00  Tme amount indicated at the ieft has been received in payment of a fee in connection with a
document filed on the date shown. This receipt is issued for the amount paid and in no way Indicates
acknowledgment that the fee paid is correct. This is accepted subject to review of the document which has
been assigned the transaction number corresponding to the one typed on this receipt. In the event of an error
or any q!lesilons concerning this fee, you will receive a notification after the Commission has had an
opportunity to examine your document.

Signature fwffp4;d.€ s Yok %{9 {,é‘
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This Loan and Security Agreement is entered into as of thl.ﬁ_dday &t FEbTuhTy, 1996 by and betwee
GULF STATES STEEL, INC. OF ALABAMA, an Alabama corporation (“Debtor™) and The CIT
Group/Equipment Financing, Inc., a New York corporation (“CIT™).

SECTION 1. DEFINITIONS.

All capitalized terms which are not defined herein arc detined in Rider A attached hereto and made a part
hereof ("Rider A"). Accounting terms not specifically detined shall be construed 1n accordance with generally
accepted accounting principles.

SECTION 2. AMOUNT AND TERMS OF LOANS; GRANT OF SECURITY INTEREST.

Subject to the terms and conditions hereof, CIT agrees to make Loans to Debtor from time to time, in the
amount described in paragraph 2 of Rider A. Each Loan shall be evidenced by Debtor’s Note, which Note shall
set forth the repayment terms and Interest Rate tor such Loan.

As security for the prompt and complete payment and performance when due of all the Obligations and in
order to induce CIT to enter into this Agreement and make the Loans and to extend other credit trom time to time
to Debtor, whether under this Agreement or otherwisc. Debtor hereby grants to CIT a first prionty security interest
in all Debtor’s right, title and interest in, to and under the Collateral.

SECTION 3. CONDITIONS OF BORROWING.

CIT shall not be required to make any Loan hereunder unless on the Closing Date thereof all legal matters
with respect to, and all legal documents executed in connection with, the contemplated transactions are satistactory
to CIT and all of the following conditions are met to the sausfaction ot CIT (except that (a) and (b) are required
in connection with the initial Loan only and condition (m) 1s required in connection with any subsequent Loan).
(a) CIT has received a satistactory Secretary’s Certificate certificd by Debtor’s Seerctary or Assistant Secretary; (b)
if requested by CIT, CIT shall have reccived the written opinion addressed to it ot counsel tor Debtor saustactory
to CIT as to such matters contained in Section 4(a)-(¢). and (g) hereot. and as to such other matters as CIT may
reasonably request; (c) Debtor has cxecuted and delivered to CIT the Note evidencing, and a Supplement describing
the Equipment to be tinanced by, such Loan; (d) the Equipment being tinanced by such Loan has been delivered
to, and accepted by, Debtor and CIT has received satistactory evidence that the Equipment is insured in accordance
with the provisions hereof and that the Cost thereot has been, or concurrently with the making of the Loan shall
be, fully paid; (¢) CIT has received copies of the invoices and bills of sale. 1f any, with respect to the Equipment
being financed by such Loan; (f) all tilings, recordings and other actions (including the obtaining ot landlord and/or
mortgagee waivers) deemed necessary or desirable by CIT in order to pertect a first (and only) priority security
interest in the Equipment being financed by such Loan as wcll as the Equipment listed on Schedule T to Rider A
hereto have been duly effected, and all tees, taxes and other charges relating to such tilings and recordings have
been paid by Debtor; (g) the representations and warranties contained in this Agreement arc true and correct with
the same effect as if made on and as ot such date. and no Detault or Event ot Detault s 1n cxastence on such date
or shall occur as a resuit of such Loan: (h) in the sole judgment ot CIT. there has been no matenial adverse change
in the financial condition, business or operations of Debtor trom the date reterred to in Section 4(g) hereot; (i) CIT
has received from Debtor such other documents and intormation as CIT has reasonably requested; (j) CIT has
inspected and appraised the Equipment and found 1t satistactory in value and condition: (k) CIT has received
satisfactory bank and/or customer reterences on Debtor, (1) CIT shall have recerved and tound to be sausfactory
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Debtor's Form 10-K for the fiscal year ended October 31. 1995 which Debtor tiled with Securitics and Exchange
Commission (“SEC”); and (m) CIT shall have received a first and only licn on Equipment of a type, with a value
and in a condition satisfactory to CIT in its sole discretion. The amount of any Loan madc after the imtial Loan
shall be in an amount equal to the Cost of such items of Equipment referred to in the foregoing sentence.

SECTION 4. REPRESENTATIONS AND WARRANTIES.

In order to induce CIT to enter into this Agreement and to make cach Loan. Debtor represents and
warrants to CIT that: (a) Debtor is a corporation duly organized. validly cxisting and in good standing under the
laws of its State of incorporation, has the necessary authority and powcer to own the Equipment and its other assets
and to transact the business in which it is engaged. is duly qualificd to do business in cach jurisdiction where the
Equipment is located and in each other jurisdiction in which the conduct of its business or the ownership of its
assets requires such qualification, and its chiet cxccutive office is located at the address set torth in paragraph S of
Rider A; (b) Debtor has full power, authority and legal right to execute and deliver this Agreement and the Notes,
to perform its obligations hereunder and thereunder, to borrow hereunder and to grant the security interest created
hereby; (c) this Agreement has been (and each Note when executed and delivered shall have been) duly authorized,
executed and delivered by Debtor and constitutes (and cach Note when exccuted and delivered shall constitute) a
legal, valid and binding obligation of Debtor ¢nforceable in accordance with 1ts terms except as such rights may be
limited by bankruptcy, insolvency, reorganization, moratorium and similar laws now or hereatter enacted relating
to or affecting the enforcement ot creditors’ nghts gencrally, the entorcement ot the security interest provided by
the Loan or the voidablity of preferential or traudulent transters or conveyances. including, without limitation . court
decisions, general equity principles, and statutory provisions of the Bankruptey Codce: (d) the exccution, delivery
and performance by Debtor of this Agreement and the Notes do not and will not violate any provision of any
applicable law or regulation or of any judgment or order ot any court or governmental instrumentality, and will not
violate any provision of, or cause a detault under, any loan, other agreement, contract or judgment to which Debtor
is a party; (€) Debtor is not in default under any matenal agrecment. contract or judgment to which Debtor 1s a
party; (f) Debtor has filed all tax returns that are required to be tiled and has paid all taxes as shown on said returns
and all assessments received by 1t to the extent such taxes and assessments have become due other than those which
are being contested in good faith by appropriate proceedings and as to which appropriate reserves are being
maintained by Debtor in accordance with generally accepted accounting principles and so long as such proceedings
operate during the pendency thereot to prevent the sale. torteiture, or loss ot the Collateral. and Debtor does not
have any knowledge of any actual or proposed deticiency or additional assessment in connection therewith: (g) there
is no action, audit, investigation or proceeding pending or threatened against or attecting Debtor or any of its asscts
which involves any of the Equipment or any ot the contemplated transactions hereunder or which, it adversely
determined, could have a maternial adverse etfect on Debtor’s business, operations or tinancial condition; (h) on cach
Closing Date, Debtor shall have good and marketable title to the Equipment being tinanced on such date and the
Equipment set forth on Schedule I to Rider A hereto, CIT shall have a perfected tirst (and only) Lien on such
Equipment; (i) except as previously disclosed in wniting to CIT, (w) the operations of Debtor comply in all matenal
respects with all applicable Environmental Laws: (x) none of the operations ot Debtor are subject to any judicial
or administrative proceeding alleging the violation ot any Environmental Laws: (y) none ot the operations of Debtor
is the subject of an investigation to determine whether any remedial action 1s needed to respond to a release of any
Hazardous Material into the environment: and (z) Dcbtor has no known matenal contingent habhity in connection
with any release of any Hazardous Material into the environment: (j) all financial statements ot Debtor which have
been dehvered to CIT have been prepared in accordance with generally aceepted accounting principles consistently
applied, and present fairly Debtor’s tinancial position as at. and the results of its operations tor. the pertods ended
on the dates set forth on such financial statements, and there has been ne matenal adverse change in Debtor’s
financial condition, business or operations since October 31. 1995. as retlected in such tinancial statements: (k)
Debtor has not changed its name in the last tive years or done business under any other name except as previously
disclosed in writing to CIT; (1) no consent of any Person, and no consent, license, approval or authorization of, or
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registration or filing with, any governmental authority, bureau or agency is required in connection with the
execution, delivery and performance of, and payment under, this Agreement other than the filing of UCC-1
financing statements with the applicable jurisdictions; and (m) none of the tracks on which any item of Equipment
consisting of a Larry coke car or locomotive cross over or onto any property which is public space and none of such
items of Equipment are subject to Federal Railroad Administration regulations.

SECTION 5. COVENANTS.
Debtor covenants and agrees that from and after the date hercof and so long as the Commitment or any
of the Notes is outstanding:

A. Tt will: (1) promptly give written notice to CIT of the occurrence of any Event of Loss; (2) observe all
material requirements of any governmental authorities relating to the conduct of its business, to the performance
of its obligations hereunder, to the use, operation or ownership of the Equipment, or to its other properties or
assets, maintain its existence as a legal entity and obtain and keep in full force and etfect all rights, franchises,
licenses and permits which are necessary to the proper conduct of its business, and pay all fees, taxes, assessments
and governmental charges or levies ("Taxes") imposed upon any of the Equipment to the extent such Taxes have
been become due other than those which were being contested 1n good taith by appropriate proceedings as to which
appropriate reserves are being maintained and there 1s no danger of any loss or forfeiture of the Collateral; (3) at
any reasonable time or times, permit CIT or its authorized representative to inspect the Equipment and, following
the occurrence and during the continuation of an Event of Default, to inspect the books and records of Debtor; (4)
in accordance with generally accepted accounting principles, keep proper books of record and account in which
entries will be made of all dealings or transactions in relation to tts business and activities; (5) furnish to CIT the
following financial statements, all in reasonable detail, prepared in accordance with generally accepted accounting
principles applied on a basis consistently maintained throughout the period involved, (a) as soon as available, but
not later than 120 days after the end of each fiscal year, its consolidated balance shecet as at the end of such fiscal
year, and its consolidated statements of income and consolidated statements of cash flow and all footnotes of such
fiscal year together with comparative information for the prior fiscal year, audited by certitied public accountants
acceptable to CIT and within 15 days of the date of filing with the SEC, its Form 10-K: and (b) as soon as available,
but not later than 90 days after the end of each of the first three quarterly periods of cach fiscal year, its
consolidated balance sheet as at the end of such quarterly period and consolidated statements of cash flow for such
quarterly period and for the portion of the fiscal year then ended together with comparative information for the
prior comparable period, certified as to their accuracy by its chief financial officer, and within 15 days of the date
of filing with the SEC, its Form 10-Q; (6) (i) furmsh to CIT, together with the financial statements described in
clauses 5(a) and 5(b) above, a statement signed by Debtor’s chief financial ofticer certifying that Debtor is in
compliance with all financial covenants contained in any documents evidencing a financial obligation to which
Debtor is a party, or if Debtor is not in compliance, the nature ot such noncompliance or default, and the status
thereof (such statement shall set forth the actual calculations of any financial covenants and the details of any
amendments or modifications of any financial covenants), and (i1) promptly, such additional financial and other
information as CIT may from time to time reasonably request; (7) promptly, at Debtor’s expense, execute and
deliver to CIT such instruments and documents, and take such action, as CIT may from time to time reasonably
request in order to carry out the intent and purpose of this Agreement and to establish and protect the rights,
interest and remedies created, or intended to be created, in favor of CIT hereby, including, without limitation, the
execution, delivery, recordation and filing of financing statements (hereby authorizing CIT, mn such jurisdictions
where such action is authorized by law, to effect any such recordation or filing of financing statements without
Debtor’s signature, and to file as valid financing statements n the applicable financing statement records,
photocopies hereof, of the Supplements and of any other financing statement executed in connection herewith); (8)
warrant and defend its good and marketable title to the Equipment, and CIT's perfected first (and only) priority
security interest in the Collateral, against all claims and demands whatsocver (hereby agreeing that the Equipment
shall be and at all times remain separately identifiable pcrsonal property, and shall not become part of any real
estate), and will, at its expense, take such action as may be nccessary to prevent any other Person trom acquiring
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any right or interest in the gjipmem; (9) at Debtor’s expense, if rgaésted by CIT in writing, attach to the
Equipment a notice satisfactory to CIT disclosing CIT’s security interest in the Equipment; (10) at Debtor’s expense,
(i) maintain the Equipment in good condition and working order in accordance with the manufacturer's
specifications and applicable governmental regulations (and such other conditions as may be set forth in any
Supplement executed pursuant hereto) and furnish all parts. replacements and servicing required therefor so that
the value, condition and operating etficiency thereot will at all times be maintained. normal wear and tear excepted.
and any repairs, replacements and parts added to the Equipment in connection with any repair or maintenance or
with any improvement, change, addition or alteration shall immediately, without turther act. become part of the
Equipment and subject to the security interest created by this Agreement: (1i) maintain the Equipment which is
Sullair Air Compressor in such condition that (x) it is able to pass performance tests within the manufacturer's
specifications for such item of Equipment and is operated in compliance with the manutacturers' requirements at
all times, (y) all electrical, hydraulic, pneumatic and mechanical systems are tully operational according to the
manufacturers's specifications, and (z) all penpherals and additional systems on this item must be intact and
correctly operational; and (11) obtain and maintain at all times on the Collateral. at Debtor’s expense, "All-Risk"
physical damage and, if required by CIT. liability insurance (including bodily injury and property damage) in such
amounts, against such risks, in such form and with such insurers as shall be satisfactory to CIT; provided, however,
that the amount of physical damage insurance shall not be less than the then aggregate outstanding principal amount
of the Notes. All physical damage insurance policies shall be made payabie to CIT as its intcrest may appear: if
liability insurance is required by CIT, the liability insurance policics shall name CIT as an additional insured.
Debtor shall maintain and deliver to CIT the original certiticates ot insurance or other documents satistactory to
CIT prior to policy expiration or upon CIT's request. but CIT shall bear no duty or liabilty to ascertain the
existence or adequacy of such insurance. Each insurance policy shall, among other things, require that the insurer
give CIT at least 30 days’ prior written notice of any alteration in the terms of such policy or the cancellation
thereof and that the interests of CIT be continued insured regardless ot any breach of or violation by Debtor of any
warranties, declarations or conditions contained in such insurance policy. The insurance maintained by the Debtor
shall be primary with no other insurance maintained by CIT (it any) contributory.

B. It will not: (1) sell, convey, transter, exchange. lease or otherwise relinquish possession or dispose ot any
of the Collateral or attempt or ofter to do any of the toregoing: (2) create. assume or sutter to exist any Lien upon
the Collateral except for the security interest created hereby: (3) liquidate or dissolve: (4) change the form of
organization of its business; or (5) without thirty (30) days prior written notice to CIT, change its name or its chict
executive office; (6) move (or in the case of titled vehicles, change the principal base of) any of the Equipment from
the location specified on the Supplement relating thereto without the prior written consent ot CIT: or (7) make or
authorize any improvement, change, addition or alteration to the Equipment which would impair its originally
intended function or use or its value.

SECTION 6. EVENTS OF DEFAULT: REMEDIES.

The following events shall each constitute an "Event ot Detault” hereunder: (a) Debtor shail fail to pay any
Obligation within 10 days after the same becomes due (whether at the stated matunity, by acceleration or otherwise):
(b) any representation or warranty made by Debtor in this Agreement or 1n any document. certificate or tinancial
or other statement now or hereafter furnished by Debtor in conncction with this Agreement or any Loan shall at
any time prove to be untrue or misleading in any maternial respect as ot the time when made; (¢) Debtor shall tail
to observe any covenant, condition or agreement contained in Sections 5.A(11) or 5.B hereot or in paragraph 4(b)
of Rider A; (d) Debtor shall fail to observe or pertorm any other covenant or condition contained in this
Agreement, and such failure shall continue unremedicd tor a period ot 30 days atter the carher ot the date on which
Debtor obtains knowledge ot such failure or the date on which notice thereot shall be given by CIT to Debtor; (¢)
Debtor or any affiliate ot Debtor shall default in the payment ot, or other pertormance under. any obligation for
payment or lease (whether or not capitalized) or any guarantee (1) to CIT or any atfiliate of CIT beyond the period
of grace, if any, provided with respect thereto, or (1) to any Person beyond the penod of grace, it any. provided with
respect thereto, where such obligation or amount guaranteed is in cxcess ot $2.500.000: or (f) a complaint n
bankruptcy or for arrangement or reorganization or for relict under any insolvency law is tiled by or against Debtor
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(and wheh filed against Debtos 1s in effect for 60 days) or Debtor admits s inability to pay its debts as they mature.

If an Event of Default shall occur, CIT may, by notice of detault given to Debtor, do any one or more of
the following;: (a) terminate the Commitment and/or (b) declare the Notes to be due and payable, whereupon the
principal amount of the Notes, together with accrued interest thereon and all other amounts owing under this
Agreement and the Notes, shall become immediately due and payable without presentment, demand, protest or
other notice of any kind, all of which are hereby expressly waved (and in the case of any Event of Default specified
in clause (f) of the above paragraph, such acceleration ot the Notes shall be automatic, without any nouce by CIT).
In addition, if an Event of Default shall occur and be continuing, CIT may excreise all other rights and remedies
available to it, whether under this Agreement, under any other instrument or agreement sceuring, evidencing or
relating to the Obligations, under the Code, or otherwise available at law or n equity. Without limiting the
generality of the foregoing, Debtor agrees that 1n any such event, CIT, without demand of pertormance or other
demand, advertisement or notice of any kind (except the notice specified below of time and place of public or
private sale) to or upon Debtor or any other Person (all and each of which demands, advertisements and notices
are hereby expressly waived), may forthwith do any one or more ot the following: collect, receive, appropriate and
realize upon the Collateral or any part thereot. and scll. lease, assign, give an option or options to purchase or
otherwise dispose of and deliver, the Collateral (or contract to do s0), or any part thereof, in one or more parcels
at public or private sale or sales at such places and at such prices as 1t may deem best, for cash or on credit or for
future delivery without the assumption of any credit nisk. CIT shall have the right upon any such public sale or
sales, and, to the extent permitted by law, upon any such private sale or sales. to purchase the whole or any part
of the Collateral so sold, free of any right or equity of redemption ot Debtor, which right or equity 1s hereby
expressly released. Debtor further agrees, at CIT's request. to assemble (at Debtor's expense) the Collateral and
make it available to CIT at such places which CIT shall select. whether at Debtor’s premises or elsewhere. CIT
shall apply the net proceeds of any such collection, rccovery, receipt. appropriation, realization or sale (after
deducting all reasonable costs and expenses of every kind incurred therein or incidental to the care, safekeeping
or otherwise of any or all of the Collateral or in any way relating to the nights ot CIT hereunder, including
reasonable attorney’s fees and legal expenses) to the payment in whole or in part ot the Obligations, in such order
as CIT may elect. Debtor agrees that CIT need not give more than 10 days’ notice of the time and place of any
public sale or of the time after which a private sale may takce place and that such notice 1s reasonable notification
of such matters. Debtor shall be liable for any deficiency it the proceeds ot any sale or disposition ot the Collateral
are insufficient to pay all amounts to which CIT is enutled. Dcbtor agrees to pay all costs of CIT, including
reasonable attorneys’ fees, incurred with respect to collection ot any ot the Obligauons and entorcement of any ot
CITs rights hereunder. To the extent permitted by law. Debtor hereby waives presentment, demand, protest or
any notice (except as expressly provided in this Section 6) ot any kind 1n connection with this Agreement or any
Collateral.

SECTION 7. MISCELLANEOUS.

No failure or delay by CIT in exercising any nght. remedy or privilege hercunder or under any Note shall
operate as a waiver thereof, nor shall any single or partial cxercise of any right. remedy or privilege hereunder or
thereunder preclude any other or further exercise thereot or the exercise of any other night. remedy or privilege.
No right or remedy in this Agreement is intended to be exclusive but cach shall be cumulative and 1n addition to
any other remedy referred to herein or otherwise available to CIT at law or in equity: and the exercise by CIT of
any one or more of such remedies shall not preclude the simultancous or later cxercise by CIT ot any or all such
other remedies. No express or implied waiver by CIT of an Event of Default shall in any way be. or be construed
to be, a waiver of any other or subsequent Event of Default. The acceptance by CIT of any regular installment
payment or any other sum owing hereunder shall not (a) constitute a wawver of any Event of Detault in existence
at the time, regardless of CIT’s knowledge or lack ot knowledge thercot at the ime ot such acceptance, or (b)
constitute a waiver of any Event of Default unless CIT shall have agreed in writing to waive the Event of Detault.

All notices, requests and demands to or upon any party hereto shall be deemed duly given or made when
sent, if given by telecopier, when delivered, if given by personal delivery or overnight commercial carner, or the
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third calendar day after depositin the United States mail, certified mail, feurn receipt requested, addressed to such
party at its address (or telecopier number) set forth in paragraph 5 of Rider A or such other address or telecopier
number as may be hereafter designated in writing by such party to the other party hereto.

Debtor agrees, whether or not the contemplated transactions are consummated, (A) to pay or reimburse
CIT for (i) all expenses of CIT in connection with the documentation thereof: (ii) all fees, taxes and expenses of
whatever nature incurred in connection with the creation. preservation and protection of CIT s sccunty interest in
the Collateral, including, without limitation, all tiling and lien scarch fees, payment or discharge ot any taxes or
Liens upon, or in respect to, the Collateral, and all other tees and cxpenses 1n connection with protecting or
maintaining the Collateral or in connection with detending or prosecuting any actions, suits or proceedings arising
out of, or related to, the Collateral; and (iii) all costs and expenses (including reasonable legal fees and
disbursements) of CIT in connection with the enforcement of this Agreement and the Notes, and (B) to pay, and
to indemnify and hold CIT harmless from and against any and all liabilities, obligations, losses, damages, penalties,
claims, actions, judgments, suits, out-of-pocket costs, expenses (including reasonable legal expenses) or
disbursements of any kind or nature whatsoever arising out ot or with respect to (a) this Agreement. the Collateral
or CIT’s interest therein, including, without limitation. the cxecution, delivery, cnforcement, performance or
administration of this Agreement and the Notes and the manutacture, purchasc. ownership, possession, use,
selection, operation or condition of the Collateral or any part thercot, or (b) Debtor’s violation or alleged violation
of any Environmental Laws or any law or regulation rclating to Hazardous Matenals (the toregoing being reterred
to as the "indemnified liabilities"), provided. that Debtor shall have no obligation hercunder with respect to
indemnified liabilities arising from the gross neghgence or willtul misconduct ot CIT. It Debtor tails to perform
or comply with any of its agreements contained in this Agreement and CIT shall itselt perform. comply or cause
performance or compliance, the expenses of CIT so incurred, together with interest thereon at the Late Charge
Rate, shall be payable by Debtor to CIT on demand and untl such payment is made shall constitute Obligations
hereunder. The agreements and indemmities contained in this paragraph shall survive termination ot this Agreement
and payment of the Notes.

This Agreement contains the complete. tinal and exclusive statement of the terms ot the agreement between
CIT and Debtor related to the contemplated transactions. and neither this Agreement, nor any terms hereot, may
be changed, waived, discharged or terminated orally, but only by an instrument in wniting signed by the party against
which enforcement of a change, waiver, discharge or termination 1 sought.

This Agreement shall be binding upon. and inure to the benefit of. Debtor and CIT and their respective
successors and assigns, except that Debtor may not assign or transter 1ts nghts hereunder or any interest herein
without the prior written consent ot CIT.

Headings of sections and paragraphs are tor convenience only, are not part ot this Agreement and shall not
be deemed to atfect the meaning or construction ot any ot the provisions hercot. Any provision of this Agreement
which is prohibited or unenforceable in any junsdiction shall, as to such junsdiction, be inettective to the extent of
such prohibition or unenforceability without invalidating the remaining provisions hereot, and any such prohibition
or unenforceability shall not invalidate or render unentorceable such provision 1n any other junisdiction.

Debtor hereby authorizes CIT to correct patent crrors and to fill in such blanks as senal numbers and dates
herein and in the Notes, Supplements and in any document exccuted in connection herewith.

THIS AGREEMENT AND THE NOTES SHALL BE GOVERNED BY. AND CONSTRUED AND
INTERPRETED IN ACCORDANCE WITH, THE INTERNAL LAWS OF THE STATE OF NEW YORK. DEBTOR
HEREBY IRREVOCABLY CONSENTS AND AGREES THAT ANY LEGAL ACTION IN CONNECTION WITH
THIS AGREEMENT MAY BE INSTITUTED IN THE COURTS OF THE STATE OF NEW YORK, IN THE
COUNTY OF NEW YORK OR THE UNITED STATES COURTS FOR THE SOUTHERN DISTRICT OF NEW
YORK, AS CIT MAY ELECT, AND BY EXECUTION AND DELIVERY OF THIS AGREEMENT, DEBTOR
HEREBY IRREVOCABLY ACCEPTS AND SUBMITS TO, FOR ITSELF AND IN RESPECT OF ITS PROPERTY,
THE NON-EXCLUSIVE JURISDICTION OF ANY SUCH COURT, AND TO ALL PROCEEDINGS IN SUCH
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COURTS. DEBTOR AND'¢AT ACKNOWLEDGE THAT JURY Tw{ALS OFTEN ENTAIL ADDITIONAL
EXPENSES AND DELAYS NOT OCCASIONED BY NONJURY TRIALS. DEBTOR AND CIT AGREE AND
STIPULATE THAT A FAIR TRIAL MAY BE HAD BEFORE A STATE OR FEDERAL JUDGE BY MEANS OF
A BENCH TRIAL WITHOUT A JURY. IN VIEW OF THE FOREGOING, AND AS A SPECIFICALLY
NEGOTIATED PROVISION OF THIS AGREEMENT, DEBTOR AND CIT HEREBY EXPRESSLY WAIVE ANY
RIGHT TO TRIAL BY JURY OF ANY CLAIM, DEMAND, ACTION OR CAUSE OF ACTION ARISING UNDER
THIS AGREEMENT, OR THE TRANSACTIONS RELATED HERETO, WHETHER NOW EXISTING OR
HEREAFTER ARISING, AND WHETHER SOUNDING IN CONTRACT OR TORT OR OTHERWISE; AND
DEBTOR AND CIT HEREBY AGREE AND CONSENT THAT DEBTOR OR CIT MAY FILE AN ORIGINAL
COUNTERPART OR A COPY OF THIS SECTION WITH ANY COURT AS WRITTEN EVIDENCE OF THE
CONSENT OF THE PARTIES HERETO TO THE WAIVER OF THEIR RIGHT TO TRIAL BY JURY.

IN WITNESS WHEREQOF, the parties have caused this Agreement to be duly executed and delivered by
their duly authorized officers as of the date and year first above wnitten.

CIT: DEBTOR:

THE CIT GROUP/EQUIPMENT GULF STATES STEEL, INC. OF
FINANCING,JNC., New York corporation ALABAMA, an Alabama corporation
By: ﬁ “/W (/ By;ﬂ%» W
Title: VY Tile: S V' £FD

(s legaldoc\kate\gulfsa.2
February 22, 1996 (6.45pm) Page 7 of 11



Rider A to
Loan and Security Agreement
dated as of February3/3, 1996
between The CIT Group/Equipment Financing, Inc. ("CIT") and
Gulf States Steel, Inc. of Alabama ("Debtor").

1. DEFINITIONS. As used in the Loan and Security Agreement, the tollowing terms shall have the tollowing
defined meanings (applicable to both singular and plural torms), unlcss the context otherwise requires:

"Agreement": "hereof”, "hereto”, "hereunder” and words ot similar meaning: the Loan and Secunty
Agreement of even date herewith between Debtor and CIT including this Rider A and any other rider, schedule
and exhibit executed by Debtor and CIT in connection herewith, as trom ume to time amended, modified or
supplemented.

"Business Day": a day other than a Saturday, Sunday or legal hohday under the laws of the State of New
York.

"Closing Date": each date on which a Loan 1s made.

"Code™ the Uniform Commercial Code as trom time to time 1n cttect in any applicable jurisdiction.

"Collateral™ the Equipment and the Proceeds thercot

"Commitment":CIT’s obligation to make Loans in the aggregate principal amount stated in paragraph 2 ot
this Rider A.

"Cost": with respect to any item ot new Equipment, the seller’s invoiced purchasce price theretor (atter giving
effect to any discount or other reduction) payable by Dcbtor, and all other amounts payable by Debtor and
approved by CIT in connection with the acquisition or installation of the Equipment or. with respect to any item
of used Equipment, such amount as CIT may approve. The Cost shall be set torth in the applicable Supplement.

"Default": any event which with notice. lapse of time, or both would constitute an Event of Default.

"Equipment": any and all items of property which are listed on Supplements and Schedule [ to this Rider
A, together with all now owned or hereafter acquired accessories, parts, repairs, replacements, substitutions,
attachments, modifications, additions, improvements. upgrades and accessions ot to or upon such items of property.

"Environmental Laws™ the Resource Conservation and Recovery Act. the Comprehensive Environmental
Response, Compensation and Liability Act, any so-called "Supertund” or "Superhien” law, the Toxic Substances
Control Act, or any other federal, state or local statute. law. ordinance. code. rule, regulation, order or decree
regulating, relating to, or imposing liability or standards ot conduct concerning, any hazardous, toxic or dangerous
waste, substance or material, as now or at any time hereatter in cttect.

"Event of Default™ as set forth in Section 6 ot the Agrecment.

"Event of Loss" with respect to any item ot Equipment. (1) the actual or constructive loss or loss ot use
thereof, due to theft, destruction, damage beyond repair or to an extent which makes repair uneconomical, or (i)
the condemnation, confiscation or seizure thereot. or requisition ot title thereto, or use thereof, by any Person.

"Hazardous Matenals™: any pollutant or contaminant detined as such in (or tor the purposes ot) any
Environmental Laws including, but not limited to, petroleum. any radioactive matenal. and asbestos in any torm
or condition.

“Initial Equity Holders™: Steven E. Karol. Wilham S. Karol, Dale. S. Okonow, Watermill Atfiliates and
Hancock Venture Partners, Inc. as defined in the Indenture dated as of April 21, 1995 with respect to Debtor’s
$190,000,000 Series B First Note.

“Installment Payment Date" with respect to any Note. cach date on which a regular instaliment of principal

is due.

"Interest Rate™ as set forth in paragraph 3 of this Rider A.

“Interest Rate Period™ with respect to cach Loan, shall mcan cach successive one month period
commencing on the date such Loan is made and ending on the day betore such date in the subsequent month.

"Late Charge Rate™ a rate per annum equal to the higher ot 3% over the appheable Interest Rate or 18%,
but not to exceed the highest rate permitted by applicablc law.

"LIBOR Rate" shall mean the rate of interest equal to the thirty (30)-day London Interbank Ottered Rate
on United States Dollars as reported and published in The Wall Strect Journal. The LIBOR Rate in ettect duning

(s: legaldoc\kate\guifsa.2 )
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ariy Interest Rate Period shaii be the LIBOR Rate in cffect at the¥close of business on the latest Rate
Determination Date preceding the Installment Payment Date upon which such Interest Rate Period commences.

"Liens™: liens, mortgages, security interests. financing statcments or other ¢ncumbrances of any kind
whatsoever.

"Loan": each loan made pursuant to thc Agreement.

"Note™: each promissory note executed and delivered by Debtor pursuant hereto. satistactory in form and
substance to CIT.

"Obligations™ all indebtedness. obligations, liabilities and pertormance ot Debtor to CIT, now existing or
hereafter incurred under, arising out of, or in connection with, the Agreement or any Note: and any and all other
present and future indebtedness, obligations, liabilities and pertormance of any kind whatsoever of Debtor to CIT,
whether direct or indirect, joint or several, absolute or contingent, liquidated or unliquidated. secured or unsecured,
matured or unmatured and whether originally contracted with CIT or otherwise acquired by CIT.

"Parent Company™ any Person having beneticial ownership (directly or indirectly) of 25% or more of
Debtor’s shares of voting stock.

"Person™ an individual, partnership, corporation. trust, unincorporated association, joint venture,
governmental authority or other entity of whatever nature.

"Prepayment Percentage": on the date of the required prepayment of any Note pursuant to the Agreement,
the product obtained by multiplying 10% by a fraction, the numerator of which is the number of Installment
Payment Dates remaining as of the date of prepayment (including the Installment Payment Date. if any. on which
prepayment is made) and the denominator of which is the total number ot Installment Payment Dates.

"Prime Rate™ with respect to any Loan made hercunder. the rate publicly announced from time to time as
the prime rate of Chemical Bank or its successor or assigns ("CB"). The Primce Rate shall be determined by CIT
at the close of business on the 15th day ot each calendar month (1t the 15th day 1s not a Business Day then on the
first preceding Business Day), and shall become eftective as of the first day of the calendar month succeeding such
determination and shall continue in etfect to, and including, the last day ot said calendar month. The Prime Rate
is not intended to be the lowest rate of interest charged by CB in connection with extensions of credit to debtors.

"Proceeds™ the meaning assigned to it in the Code. and in any cvent. including, without limitation, any and
all proceeds of any insurance, indemnity, warranty or guaranty payable to Debtor from time to time with respect
to any of the Equipment; (i1) any and all payments made, or due and payable trom time to ume. 1n connection with
any requisition, confiscation, condemnation, seizure or torfeiture ot all or any part ot the Equipment by any Person:
(iii) any and all accounts arising out of, or chattel paper evidencing a lease ot. any ot the Equipment: and (iv) any
and all other rents or profits or other amounts trom time to time paid or payable 1n connection with any ot the
Equipment.

"Prohibited Transaction™ a transaction in which: (1) Dcbtor enters into any transaction of merger or
consolidation where (x) it shall not be the surviving corporation (unless such merger or consolidation occurs with
a wholly-owned subsidiary of Holdings and the survivor assumes the obligations ot Debtor hereunder pursuant to
an assumption agreement satistactory to CIT and its counscl and executes and delivers such other documents as
CIT may reasonably require in connection therewith); or (y) it it 1s the surviving corporation, atter giving etfect to
such merger or consolidation its tangible net worth doces not equal or exceed that which existed prior to such merger
or consolidation; or (ii) Debtor sells. transters or othcrwise disposes ot all or any substanual part of 1ts assets to a
Person other than wholly-owned subsidiary ot Holdings provided such wholly-owned subsidiary assumes the
obligations of Debtor hereunder pursuant to an assumption agreement satistactory to CIT and its counscl and
executes and delivers such other documents as CIT may rcasonably require in connection therewith), or (iii) it prior
to any registration of a class of capital stock ot Debtor or Guit States Steel Holdings, Inc. ("Holdings™) under
Section 12(b) or 12(g) of the Securities Exchange Act ot 1934, as amended (the “Exchange Act™). Persons who are
Initial Equity Holders shall cease to own or control (including by way ot a general partnership interest) Capual
Stock representing at least a majority ot the voting power of the Capital Stock of Debtor: or (wv) if Holdings or
Debtor shall then have a class of capital stock registered under Section 12(b) or 12 (g) of the Exchange Act, a
Person or group of Persons acting together (other than Debtor or Persons who are Imtial Equity Holders) becomes
the “beneficial owner” (as defined in Rule 13d-3 under the Exchange Act) of capital stock ot Holdings or Debtor
representing at least 40% of the voting power ot the capital stock ot Holdings or Debtor and Persons who are Initial
Equity Holders own or control (including by way ot a gencral partnership interest) less than 40% of the voung
power of the Capital Stock of Debtor.

(s: legaldoc\kate\gulfsa.2
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"Prohibited Transactitin’ Fee™: on the date of the required prepayment ot the Notes pursuant to the
provisions of paragraph 4(b) of this Rider A, the product obtained by multiplying 5% by a fraction, the numerator
of which is the number of Installment Payment Dates remaining as ot the date of prepayment (including the
Instaliment Payment Date, if any, on which prepayment is made) and the denominator of which 1s the total number
of Instaliment Payment Dates.

"Rate_Determination Date” shall mean with respect to any Interest Rate Pcriod for any Loan made
hereunder, shall mean the third preceding Business Day prior to the commencement of any Interest Rate Period,
or if such day is not a day on which The Wall Strcet Journal is published (or if published. does not publish the
LIBOR Rate), then on the next preceding day prior to the day on which The Wall Street Journal is published and
reports the LIBOR Rate.

"Supplement": each supplement executed and delivered by Debtor pursuant hercto, satistactory in torm and
substance to CIT.

2. LOAN AND COMMITMENT. The aggregate principal amount ot all Loans shall not exceed $3,700,000.00. Each
Loan shall be in a principal amount of not less than $1.000.000. CIT's Commitment shall terminate on December
15, 1996. The first Loan shall be 1in an amount equal to $2.650.000: the sccond Loan shall be 1n an amount equal
to the Cost of the items of Equipment on which CIT shall be granted a ftirst (and only) Lien but in no event to
exceed $1,050,000. The second Loan shall have a term which is co-terminus with the term of the first Loan

3. INTEREST RATE. The interest rate per annum on the unpatd puncipal amount ot cach Loan shall be equal to
the LIBOR Rate plus 3.65%.

4. PREPAYMENT. (a) Should any item ot Equipment sutter an Event ot Loss. Debtor shall make a prepayment
on the corresponding Note within 30 days thereatter. The amount to be prepaid shall be (i) the unpaid principal
amount of such Note multiplicd by a fraction the numerator of which 1s the Cost ot the item ot Equipment which
suffered the Event of Loss and the denominator ot which is the original principal amount ot the Note less the Cost
of each item of Equipment which previously sutfered an Event ot Loss or tor which a prepayment has otherwise
previously been made (the "Prepaid Principal Amount"), (ii) all othcr amounts then due and owing hereunder and
under the Notes and (iii) an amount equal to the product ot the Prepayment Percentage and the Prepaid Principal
Amount.

(b) A Prohibited Transaction may be consummated only with CIT's prior written consent. Not less than
twenty (20) Business Days prior to the date the proposed Prolubited Transaction 1s expected to be consummated,
Debtor shall give CIT written notice ot the proposed Prohibited Transaction. In the event CIT does not consent
to the Prohibited Transaction and the Prohibited Transaction is nonctheless to be consummated, Debtor shall. on
or prior to the date the Prohibited Transaction ts to be consummated. prepay the outstanding principal under all
Notes together with (1) all interest accrued thercon, (2) all other amounts then due and owing hereunder and under
the Notes, and (3) an amount equal to the product ot the Prohibited Transaction Fee and the outstanding principal
amount of the Notes.

(c) On any Installment Payment Date occurring on ot atter the twenty-tourth (24th) Installment Payment
Date with respect to the last Note executed hercunder, Debtor may. at its opuon, on at least 30 days® prior wntten
notice to CIT, prepay all, but not less than all. ot the outstanding principal under all Notes executed hereunder
together with (i) all interest accrued thereon to the date ot prepayment. and (1) all other amounts then due and
owing hereunder or under the Notes

(d) Except as provided in (a), (b) or (¢) ot this paragraph 5. the Notes may not be prepaid in whole or in
part.
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5. ADDRESSES FOR NOTICe. PURPOSES AND DEBTOR’S CHIEF +.XECUTIVE OFFICE.

CIT: DEBTOR:

THE CIT GROUP/EQUIPMENT GULF STATES STEEL., INC.
FINANCING, INC. OF ALABAMA

Address: Address:

1211 Avenue of the Americas 174 S. 26th Street

21st Floor Gadsden, Alabama 35904-1935
New York, New York 10036

Telecopier No. (212) 536-1385 Telecopier No. (205) 543-6204
Attention: Senior Vice President/Credit Attention: Art Grove

6. COMMITMENT FEE. CIT acknowledges receipt trom Debtor of a commitment tee in the amount ot $75,000
(the "Commitment Fee"). CIT agrees to refund to Debtor after the expiration of the commitment period hereunder
and completion by CIT of all follow-up matters related to the transactions contemplated hereby, as the refundable
portion of the Commitment Fee, the amount determined in accordance with the tollowing formula:

Refund = $75,0000 Aggregate principal amount ot all Loans made
X hercunder - not to exceed $3,700,000
$3.700.000

Such refund shall be net, however, of any out-of-pocket fees, costs, disbursements and expenses incurred by CIT
in connection with the transactions contemplated hercby. Debtor agrees that the ditterence, it any, between the
amount of the Commitment Fee and the amount determined 1n accordance with the toregoing formula shall be
retained by CIT. In the event no Loan is made hereunder. CIT shall retain the entire Commitment Fee.

THE PROVISIONS SET FORTH IN THIS RIDER A ARE INCORPORATED IN AND MADE A PART OF THE
LOAN AND SECURITY AGREEMENT BETWEEN CIT AND DEBTOR DATED AS OF FEBRUARY 23, 1996.

CIT: DEBTOR:

THE CIT GROUP/EQUIPMENT GULF STATES STEEL, INC. OF ALABAMA,
FINANCING? New Ygrk corporation an Alabama corporation

By: / "//’A/ ‘///ﬁ?; By%@ ot te

Title: c)/ /9 Tile:_Se, ¥P L& o
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SUPPLEMENT

This Supplement is executed and delivered by GULF STATES STEEL, INC OF ALABAMA ("Debtor")
pursuant to the terms of a Loan and Security Agreement ("Agreement") dated as of February 23, 1996 between
Debtor and THE CIT GROUP/EQUIPMENT FINANCING, INC ("CIT")

1 Debtor hereby affirms, as set forth in Section 2 of the Agreement (as modified by Section 5 of the
Agreement), that CIT has a first (and only) lien on and security interest in the Equipment set forth on Exhibit A
hereto together with the items of Equipment listed on Schedule I to Rider A of the Agreement (the “Additional

Equipment”)

2 Debtor hereby represents and warrants that the above described Equipment together with the has been
delivered to it, duly assembled and in good working order, and 1s located (or in the case of mobile Equipment, is
principally based) at the locations set forth for each item of Equipment on Exhibit A hereto and in Schedule I to Rider
A of the Agreement

3 Debtor hereby affirms that its representations and warranties set forth in Section 4 of the Agreement are
true and correct as of the date hereof

4 Debtor hereby affirms that CIT has made a Loan to it secured by the above described Equipment, which
Loan is evidenced by a Note, in the principal amount of $199,000 00 dated , 1996

DEBTOR:

GULF STATES STEEL, INC
OF ALABAMA

By

Title




State of Alabama )
) ss
County of )
On this day of , 1996 before me
personally appeared , to me personally known, who being by me duly sworn, did say that
heisa

of Gulf States Steel, Inc Of Alabama, and that the foregoing mstrument was
signed on behalf of the corporation by authornty of its board of directors, and
acknowledged the instrument to be the free act and deed of the corporation
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CERTIFICATE

I, Katharine T. Scheffler, do hereby that attached hereto is a true and complete copy
of the original Loan and Security Agreement dated as of February 23, 1996 between The
CIT Group/Equipment Financing, Inc., and Gulf States Steel, Inc. of Alabama.

[Cortorsns D Sobsae -
Katharine T. Scheffler

oy P, Site of e Yok
No. 4984827

in New ,
I Oualifled York
Dated: March 27, 1996 6/ 29/9¢



