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Mr. Vernon A. Williams
Secretary
Surface Transportation Board
\ Washington, D.C. 20423 '!
(@ Dear Mr. Williams: |
Enclosed for recordation pursuant to the provisions of 49 U.S.C. Section
11301(a), are three (3) copies of a Security Agreement (Assignment), dated as of
December 30, 1996, a primary document as defined in the Board’s Rules for the
Recordation of Documents. ,
The names and addresses of the parties to the enclosed document are:
Debtor: Rail Leasing Co., L.L.C.
601 South East Street
Weimer, TX 78962
R i . . .
Secured Party: The Boatmen'’s National Bank of St. Louis
800 Market Street (

St. Louis, MO 63101

A description of the railroad equipment covered by the enclosed document is:
95 railcars bearing TEIX reporting marks and road numbers set forth on Schedule A
attached thereto.
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Mr. Vernon A Williams
December 30, 1996
Page 2

Also enclosed is a check in the amount of $22.00 payable to the order of the
Surface Transportation Board covering the required recordation fee.

Kindly return one stamped copy of the enclosed document to the undersigned.

Very truly yours,

Robert W. Alvord
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SECURITY AGREEMENT (ASSIGNMENT)

This SECURITY AGREEMENT (ASSIGNMENT), dated as of December 30, 1996 (this
“Security Agreement”), is entered into between RAIL LEASING CO., L.L.C., a Texas limited
liability company (the “Debtor”), and THE BOATMEN’S NATIONAL BANK OF ST. LOUIS,
a national banking association organized and existing under the laws of the United States (the
“Secured Party””). Unless otherwise defined herein, all capitalized terms used herein and defined
in the “Loan Agreement” (as hereinafter defined) are used herein as therein defined; provided
that, where a term is defined by reference to a definition in the Loan Agreement, and the terms
“Borrower” or “Bank” are contained in that definition, for purposes hereof, those terms shall be
deemed to be the terms “Debtor” and “Secured Party”, respectively.

Recitals

A. The Debtor and the Secured Party are parties to that certain Term Loan
Agreement, of even date herewith (as the same may be amended, modified or supplemented from
time to time, the “Loan Agreement”).

B. Pursuant to Section 1.01 of the Loan Agreement, the Secured Party has agreed to
make a Loan to the Debtor in the principal amount of $5,211,625.00, subject to certain
conditions precedent of which the execution and delivery of this Security Agreement is one.

Agreement

1. GRANT OF SECURITY.

1.1  The Debtor, in consideration of the premises and of the sum of Ten Dollars
received by the Debtor from the Secured Party and other good and valuable consideration, receipt
and sufficiency whereof is hereby acknowledged, and in order to secure the payment of the
principal of and interest on the Loan according to the terms of the Loan Agreement and the Note,
and to secure the payment and performance of all other Obligations, does hereby transfer,
convey, warrant, mortgage, deliver, pledge, assign and grant to the Secured Party, its successors
and assigns, a continuing security interest in, and “Lien” (as hereinafter defined) on, all and
singular of the Debtor’s right, title and interest in and to the following collateral (collectively, the
“Collateral”): all of the Debtor’s properties, rights, title, interests and privileges, whether now
owned or hereafter acquired:

(i) in certain railroad plastic pellet cars described on Schedule A hereto
(collectively the “Equipment” or “Items of Equipment” and individually an “Item of
Equipment”), together with all accessories, equipment, parts and appurtenances
appertaining or attached to the Equipment, and all substitutions, renewals or replacements
of and additions, improvements, accessions and accumulations to, any and all of the
Equipment, together with all the rents, issues, income, profits and avails therefrom and
the proceeds thereof,
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(i1) to each and every lease relating to, but only to the extent relating to, the
Equipment (each such lease to such extent, but only to such extent, being an “Assigned
Lease™), including but not limited to:

(a) all payments due and to become due under any Assigned Lease,
whether as contractual obligations, damages or otherwise;

(b) all of its claims, rights, powers or privileges and remedies under
any Assigned Lease and, to the extent permitted by the lessee under any Assigned
Lease, the right to cure a default by the Debtor under any Assigned Lease; and

(c) all rights of the Debtor under any Assigned Lease to make
determinations, to exercise any election (including, but not limited to, election of
remedies) or option or to give or receive any notice, consent, waiver or approval,
together with full power and authority with respect to any Assigned Lease to
demand, receive, enforce, collect or receipt for any of the Assigned Leases, to
enforce or execute any checks, or other instruments or orders, to file any claims
and to take any action which (in the opinion of the Secured Party) may be
necessary or advisable in connection with any of the foregoing in so far, but only
in so far, as such rights relate to the Equipment and all rights of the Debtor
hereunder and all proceeds of the foregoing together with all extensions, renewals
and replacements thereof, whether now owned or hereafter acquired and all
income, profits and avails therefrom, all rights thereunder and all proceeds thereof
(in so far as the same relate to or are derived from the Equipment);

(iii) the Cash Collateral Account, all amounts from time to time on
deposit therein and all investments made with the proceeds thereof;

(iv) all documents evidencing, and all books and records relating to, the
Collateral (including but not limited to, all computer programs, data, disks, tapes,
media and printouts where the foregoing is stored or embodied, wherever
located); and

(v) all cash and non-cash proceeds of the foregoing, all proceeds from
insurance on any of the foregoing, all additions and accessions to and
replacements and substitutions for any of the foregoing, everything that becomes
(or is held for the purpose of being) affixed to or installed in any of the foregoing,
and all products, income and profits of or from the foregoing.

1.2 This Security Agreement shall be in full force and effect until all the Obligations
have been fully and irrevocably paid, discharged and performed

2. COVENANTS AND WARRANTIES OF THE DEBTOR.

The Debtor covenants, warrants and agrees as follows:
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2.1 Debtor’s Duties.

The Debtor covenants and agrees well and truly to perform, abide by and to be governed
and restricted by, each and all of the terms, provisions, restrictions, covenants and agreements set
forth in this Security Agreement and the Loan Agreement and in each and every supplement
thereto or amendment thereof which may at any time or from time to time be executed and
delivered by the parties thereto or their successors and assigns, to the same extent as though each
and all of said terms, provisions, restrictions, covenants, amendments or supplements to the Loan
Agreement were fully set out in an amendment or supplement to this Security Agreement.

2.2  Maintenance; Insurance; Use.

(a) The Debtor at its own expense shall, or shall require and cause any lessee under
cach Assigned Lease to, maintain and service each Item of Equipment and comply with a
preventative maintenance schedule which shall include testing, repair and overhaul of each item
of Equipment so that each Item of Equipment shall remain (i) in compliance with any and all
applicable laws and regulations and eligible for railroad interchange in accordance with the rules
of the Association of American Railroads (“AAR”), and (ii) suitable for immediate purchase or
lease and use by a Class I linehaul railroad (not then or prospectively a debtor in any insolvency
or reorganization proceedings) in the event of sale upon an Event of Default. In no event shall
any Item of Equipment be maintained or scheduled for maintenance on a basis less frequent than
the maintenance or maintenance scheduling basis employed as of the date hereof by the Debtor
for similar equipment.

(b)  The Debtor shall maintain with responsible insurance companies, such insurance
on such of its assets and properties (including but not limited to the Collateral), in such amounts
and agamst such risks as is customarily maintained by similar businesses, and in any event, in an
amount not less than the full fair insurable value of all such assets and properties where insurance
is customarily maintained. For the purpose of this Section, insurance shall include self-
insurance, provided the Debtor maintains adequate reserves to cover the risks not otherwise
insured. Within 30 days of the end of each fiscal year of the Debtor, the Debtor shall furnish to
the Secured Party evidence of insurance satisfactory to the Secured Party, including but not
limited to a certificate of the chief financial officer (or other officer satisfactory to the Secured
Party) of the Debtor evidencing the maintenance of the insurance required hereunder. The
Debtor represents and warrants to the Secured party that, as of the date of this Agreement, the
Debtor maintains insurance as required under this Section, and to the extent self-insured, the
Debtor maintains adequate reserves to cover the risks not otherwise insured.

(©) The Debtor will not permit any Item of Equipment to be used upon lines of
railroad (including in connection with barge-operated rail transportation) operated in Mexico.

2.3  Warranty of Title.

As of the Advance Date, the Debtor shall have the right, power and authority to grant a
valid, first priority Lien on, and security interest in, the Collateral to the Secured Party for the
uses and purposes herein set forth; as of the Advance Date, no Lien (other than the Permitted
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Liens (as defined herein)) shall be attached to the Collateral and the Debtor shall warrant and
defend the title to the Collateral against all claims and demands of all third Persons or Persons
claiming by, through or under the Debtor. The Debtor shall not create, assume or allow to exist
any Lien on the Collateral other than Permitted Liens. As used herein, “Lien” shall mean any
mortgage, pledge, security interest, encumbrance, lease, lien or charge of any kind (including any
agreement to give any of the foregoing), any conditional sale or other title retention agreement
and the filing of or agreement to give any financing statement under 49 U.S.C. § 11301, the
Railway Act (Canada) or the UCC of any jurisdiction). As used herein, “Permitted Liens” shall
raean (a) each of the Assigned Leases; (b) the Lien and security interest created by this Security
Agreement; (c) the Lien of taxes, assessments or governmental charges or levies which are not at
the time delinquent; (d) the Lien of taxes, assessments or governmental charges or levies which
are delinquent but the validity of which is being contested in good faith by appropriate action
diligently pursued, if the Debtor shall have set aside on its books adequate reserves 1n accordance
with generally accepted accounting principles, provided that such proceeding shall suspend the
collection of such taxes, assessments or governmental charges and, the Lien on and security
interest in the Collateral, or any part thereof, would not in the opinion of the Secured Party be
adversely affected or forfeited during the period of such contest; (e) Liens to secure obligations
under worker's compensation laws or similar legislation to secure public or statutory obligations
of the Debtor or any of its Subsidiaries, and (f) Liens imposed by law such as mechanics',
workmen's, materialmen's, carriers' or other like Liens arising 1n the ordinary course of business
which secure payment of obligations which are not past due or the validity of which are being
contested in good faith by action diligently pursued, if the Debtor shall have set aside on its
books adequate reserves in accordance with generally accepted accounting principles, provided
that the Lien on and security interest in the Collateral, or any part thereof, would not in the
opinion of the Security Party be adversely affected or forfeited during the period of such contest.

24 Further Assurances.

The Debtor shall, at its expense, do, execute, acknowledge and deliver all and every
further acts, deeds, conveyances, transfers and assurances necessary or proper for the perfection
of the Lien on, and security interest in, the Collateral being created by this Security Agreement,
whether such Collateral is now owned or hereafter acquired.

2.5 Recordation and Filing.

The Debtor shall cause this Security Agreement and any supplements hereto, and all
financing and continuation statements and similar notices required by applicable law, at all times
to be kept, recorded and filed at no expense to the Secured party in such manner and in such
places as may be required by law in order fully to preserve and protect the rights of the Secured
Party hereunder and shall, at its own expense, furnish to the Secured Party, promptly after the
execution and delivery of this Security Agreement and of any Supplement to this Security
Agreement, an opinion of counsel satisfactory to the Secured Party, stating that, in the opinion of
such counsel, this Security Agreement or such supplement, as the case may be, has been properly
recorded or filed for record as to make effective of record the Lien and security interest intended
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to be created by this Security Agreement and that such Lien and security interest is of first
priority.

2.6  Power of Attorney.

The Debtor does hereby irrevocably constitute and appoint the Secured Party, upon the
occurrence and during the continuance of an Event of Default, its true and lawful attorney with
full power of substitution for it and in its name, place and stead, to ask, demand, collect, receive,
receipt, sue for, compound and give acquittance for any and all rents, income and other sums
which are assigned under Section 1.1 with full power to settle, adjust or compromise any claim
thereunder as fully as the Debtor could itself do, and to endorse the name of the Debtor on all
commercial paper given in payment or in part payment thereof, and in its discretion to file any
claim or take any other action or proceedings, either in its own name or in the name of the Debtor
or otherwise, which the Secured Party may deem necessary or appropriate to protect and preserve
the right, title and interest of the Secured Party in and to such rents and other sums and the
security intended to be afforded hereby.

2.7  Chief Executive Office; Corporate Name Records.

The chief executive office of the Debtor is located at 601 South East Street, Weimar,
Texas 78962. The Debtor shall not move its chief executive office except to such new location
as the Debtor may establish in accordance with the last sentence of this Section. The Debtor
shall not change its corporate name except after having complied with the requirements of the
last sentence of this Section. The Debtor shall not establish a new location for its chief executive
or change its corporate name until (1) it shall have given to the Secured Party not less than 60
days' prior written notice of its intention so to do, clearly describing such new location or
specifying such new corporate name, as the case may be, and providing such other information in
connection therewith as the Secured Party may reasonably request, and (ii) with respect to such
new location or such new corporation name, as the case may be, it shall have taken all action,
satisfactory to the Secured Party, to maintain the first priority Lien and secunty interest of the
Secured Party in the Collateral intended to be granted by this Security Agreement at all times
fully perfected and in full force and effect.

2.8  Replacement of Collateral no Longer under Assigned Lease; Substitution of
Collateral.

If for any reason and at any time when no Event of Default has occurred and is continuing
unwaived, (i) any Item of Equipment is no longer under an Assigned Lease to a Third Party for a
consecutive period of 90 days, or (ii) the Debtor desires to substitute other Collateral for any
Item of Equipment, the Debtor shall grant to the Secured Party a first priority Lien on, and
security interest in, an unencumbered railroad car of equal or greater AAR Value to the
previously pledged Item of Equipment which is leased to a third party acceptable to the Secured
Party (each such replacement railroad car, a "Replacement Unit") and its related lease (such
related lease thereafter being an Assigned Lease); the AAR Value of each Replacement Unit
shall be certified to the Secured Party by an officer of the Debtor satisfactory to the Secured
Party as of the date of such grant to the Secured Party. The Secured Party shall have all rights

151424 4 5



and interests in each Replacement Unit and its respective Assigned Lease as applicable to other
Items of Equipment and Assigned Leases as described in this Security Agreement. The Debtor
shall execute and file or record any such instruments as are necessary to grant such rights and
interests to the Secured Party and to perfect the Secured party's Lien on, and security interest in,
each Replacement Unit and the related Assigned Lease. Upon the request, and at the expense, of
the Debtor, the Secured Party shall execute and deliver releases in a form reasonably satisfactory
{o the Debtor releasing from the Lien of this Security Agreement, and releasing all the Secured
party's interest in and to, any Item of Equipment for which there has been granted to the Security
Party a Lien on, and security interest in, a Replacement Unit and its related Assigned Lease.

3. SPECIAL PROVISIONS CONCERNING ASSIGNED LEASES.

3.1  Unless there has occurred an Event of Default which is continuing unwaived, the
Debtor may exercise all of the Debtor's claims, rights, powers, privileges and remedies under the
Assigned Leases, including, without limitation, the right to receive any and all monies due or to
become due under the Assigned Leases, and to retain all copies (original or duplicates) of the
Assigned Leases, provided that, without the prior written consent of the Secured Party, the
Debtor shall not enter into any amendment, modification, waiver or termination of any provision
of any of the Assigned Leases other than those which do not have a material adverse effect on the
value of such Assigned Leases.

3.2  The Debtor covenants and agrees to warrant and forever defend the title to the
Assigned Leases, and all claims, rights, powers, privileges and remedies of the lessor thereunder,
against the claims and demands of any Person and, upon the occurrence and during the
continuance of an Event of Default, the Debtor acknowledges that the Secured Party shall have
the full power and authority (but not the obligation) to take all actions as the Secured Party
deems necessary or advisable to perform such actions on behalf of the Debtor; provided,
however, that by taking any such action, the Secured party shall not have assumed, or be
obligated to perform, any of the Debtor's obligations as lessor under the Assigned Leases.
Furthermore, the Debtor hereby covenants and agrees to execute and deliver to the Secured Party
such other and further instruments of transfer, assignment and conveyance, and all such other
documents and instruments as may be reasonably requested by the Secured Party more fully to
transfer, assign and convey to and vest in the Secured Party title to each of the Assigned Leases
and all claims, rights, powers, privileges and remedies of the lessor thereunder.

4. POSSESSION OF COLLATERAL AND USE OF EQUIPMENT; INSURANCE
PROCEEDS.

4.1 Possession of Collateral.

So long as there is no Event of Default, the Debtor may remain in full possession,
enjoyment and control of the Collateral, including each Assigned Lease, and may manage,
operate and use the Equipment and each part thereof with all of the rights and franchises
appertaining thereto.
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4.2  Insurance Proceeds. If, prior to the occurrence of an Event of Default, an Item
of Equipment is destroyed, lost, stolen, irreparably damaged, taken by any governmental entity
or otherwise becomes unusable in the business of the Debtor (a “Casualty Loss™), at the option of
the Debtor, either (i) the Debtor shall grant the Secured Party a first priority secunty interest in,
and Lien on, an unencumbered railroad plastic pellet car as a Replacement Unit, along with the
related Assigned Lease, in the manner provided in Section 2.8, and, in that event, any proceeds
payable to the Debtor or to the Secured Party as a result of such Casualty Loss whether in respect
of insurance proceeds, condemnation awards, payments from railroads or lessees or otherwise
(collectively, “Casualty Loss Proceeds”) shall be retained by or paid to the Debtor as
reimbursement for the cost of such Replacement Unit, or (ii) all Casualty Loss Proceeds with
respect to such Item of Equipment (which Casualty Loss Proceeds shall be in an amount at least
cqual to the AAR Value of such Item of Equipment) shall be paid to the Secured Party and
applied by the Secured Party in the same manner as provided for sale proceeds in Section 8.

5. SECURED PARTY’S RIGHTS.

The Debtor agrees that when any Event of Default has occurred and 1s continuing, the
Secured Party shall have the rights, options, duties and remedies of a secured party, and the
Debtor shall have the rights and duties of a debtor, under 49 U.S.C. § 11301, the Railway Act
(Canada) and under the UCC of the State of Missouri (regardless of whether such UCC or a law
similar thereto has been enacted in a jurisdiction wherein the rights or remedies are asserted), as
applicable, and the Secured Party shall have the following rights and remedies:

5.1 In accordance with the terms of the Loan Agreement, the Obligations shall be, or
the Secured Party by written notice may declare all of the Obligations to be, immediately due and
payable; and thereupon all such unpaid balance, together with all accrued interest thereon, shall
be and become immediately due and payable. Upon the occurrence of any Event of Default and
during the continuance thereof, the Secured Party shall have all the rights of a secured party
under 49 U.S.C. § 11301, the Railway Act (Canada) and the UCC to enforce the assignments and
security interests contained herein and in addition shall have the right (i) to enforce all claims,
rights, powers, privileges and remedies of the Debtor under any or all of the Assigned Leases,
and/or (i1) to substitute itself or any nominee or agent in lieu of the Debtor as party to any of the
Assigned Leases and to notify the obligor of any Assigned Lease (the Debtor hereby agreeing to
deliver any such notice at the request of the Secured Party) that all payments and performance
under the relevant Assigned Leases shall be made or rendered to the Secured Party or such other
Person as it may designate.

5.2 The Secured Party personally, or by agents or attorneys, shall have the right
(subject to compliance with any applicable mandatory legal requirements) to take immediate
possession of the Collateral, or any portion thereof, and for that purpose may pursue the same
wherever it may be found, and may enter any of the premises of the Debtor, with or without
notice, demand, process of law or legal procedure, if this can be done without breach of the
peace, and search for, take possession of, remove, keep and store the Collateral, or use and
operate or lease the Collateral unti] sold.
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5.3  The Secured Party may take possession of the Equipment by requesting that the
Debtor deliver possession of the Equipment to the Secured Party. Each Item of Equipment so
delivered shall meet the standards then 1n effect, if any, under the interchange rules of the AAR
applicable to railroad equipment of the same type as the Equipment. For the purposes of

delivering possession of the Equipment to the Secured Party as above required, the Debtor shall
at its own cost, expense and risk:

(a) forthwith, and in the usual manner (including but not by way of limitation,
giving prompt telegraphic and written notice to the AAR and all railroads or other parties
to which any Equipment has been interchanged or which are using the Equipment to
return the Equipment so interchanged) place such Equipment upon such storage tracks as
the Secured Party reasonably may designate;

(b)  permit the Secured Party to store such Equipment on such tracks at the risk
of the Debtor without charge for insurance, rent or storage until such Equipment has been
sold, leased or otherwise disposed of by the Secured Party; and

(©) transport, or cause the transportation of, the same to any reasonable
destination on the Debtor’s railroad lines or to any connecting carrier for shipment to a
particular destination, all as directed by the Secured Party. Upon or before the delivery to
any such destination, unless the Secured Party or other parties shall remove the markings
on the Equipment identifying the Debtor, the Debtor shall have the right to remove such

markings; provided, however, that the Debtor shall have no obligation to remove such
markings.

The assembling, delivery, storage, insurance and transporting of the Equipment as hereinbefore
provided shall be at the expense and risk of the Debtor and are of the essence of this Security
Agreement, and upon application to any court of equity having jurisdiction in the premises the
Secured Party shall be entitled to a decree against the Debtor requiring specific performance of
the covenants of the Debtor so to assemble, deliver, store and transport the Equipment. During
any storage period, the Debtor shall, at its own cost and expense, insure, maintain and keep the
Equipment in good order and repair and shall permit the Secured Party or any Person designated
by it, including the authorized representative or representatives of any prospective purchaser of
any such Equipment, to inspect the same. All rents and per diem charges earned in respect of the
Equipment after the Secured Party shall take possession of the Equipment shall belong to the
Secured Party and, 1f received by the Debtor, shall be promptly turned over to the Secured Party.
In the event any Item of Equipment 1s not assembled, delivered and stored as hereinabove
provided, within 60 days after request by the Secured Party, the Debtor shall, in addition, pay to
the Secured Party for each day thereafter, until such Item of Equipment 1s so assembled,
delivered and stored, an amount equal to the amount, if any, by which interest at the rate after
maturity provided for in the Loan Agreement, on the AAR Value of such Item of Equipment for
each such day exceeds all gross amounts earned with respect to such Item of Equipment and
received by the Secured Party for each such day.

151424 4 8



5.4  Any Collateral repossessed by the Secured Party under or pursuant to this Section
5 may be sold, leased or otherwise disposed of under one or more contracts or as an entirety, and
without the necessity of gathering at the place of sale the property to be sold, and in general 1n
such manner, at such time or times, at such place or places and on such terms as the Secured
Party may, in comphance with any mandatory requirements of applicable law, determine to be
commercially reasonable. Any of the Collateral may be sold, leased or otherwise disposed of, in
the condition in which the same existed when taken by the Secured Party or after any overhaul or
repair which the Secured Party shall determine to be commercially reasonable. Any such
disposition which shall be a private sale or other private proceeding permitted by such
requirements shall be made upon not less than 10 days’ written notice to the Debtor specifying
the times at which such disposition is to be made and the intended sale price or other
consideration therefor, and shall be subject, for 10 days after the giving of such notice, to the
right of the Debtor or any nominee of the Debtor to acquire the Collateral involved at such price
or for such other consideration so specified. Any such disposition which shall be a public sale
permitted by such requirements shall be made upon not less than 10 days’ written notice to the
Debtor specifying the time and place of such sale and, in the absence of applicable requirements
of law, shall be by public auction (which may, at the Secured Party’s option, be subject to
reserve) after publication of notice of such auction not less than 10 days prior thereto in a
newspaper in general circulation in the County of St. Louis, Missouri. To the extent permitted
by any such requirement of law, the Secured Party may itself bid for and become the purchaser
of the Collateral or any 1tem thereof, offered for sale in accordance with this Section without
accountabulity to the Debtor (except to the extent of surplus money received as provided in
Section 8). In the payment of the purchase price therefor, the Secured Party shall be entitled to
have credit on account of the purchase price thereof of amounts owing to the Secured Party on
account of the Obligations and the Secured Party may deliver the claims for the Loan, interest
accrued thereon or other Obligations in lieu of cash up to the amount which would, upon
distribution of the net proceeds of such sale, be payable thereon. If, under mandatory
requirements of applicable law, the Secured Party shall be required to make disposition of the
Collateral within a period of time which does not permit the giving of notice to the Debtor as
hereinabove provided, the Secured Party need give the Debtor only such notice of disposition as
shall be reasonably practicable in view of such mandatory requirements of applicable law.

5.5  The Secured Party may proceed to protect and enforce this Security Agreement by
suit or suits or proceedings 1n equity, at law or in bankruptcy, and whether for the specific
performance of any covenant or agreement herein contained or in execution or aid of any power
herein granted, or for foreclosure hereunder, or for the appointment of a receiver or recervers for
the Collateral or any part thereof, for the recovery of judgment for the Obligations or for the
enforcement of any other property, legal or equitable remedy available under applicable law.

6. WAIVER BY DEBTOR.

To the extent permitted by law, the Debtor covenants that it shall not at any time insist
upon or plead, or in any matter whatever, claim or take any benefit or advantage of, any stay or
extension of law now or at any time hereafter in force, nor claim, make, nor insist upon any
benefit or advantage of or from any law now or hereafter in force providing for the valuation or
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appraisement of the Collateral or any part thereof, prior to any sale or sales thereof to be made
pursuant to any provision herein contained, or to the decree or judgment or order of any court of
competent jurisdiction; nor, after such sale or sales, claim or exercise any right under any statute
now or hereafter made or enacted by any state or otherwise to redeem the property so sold or any
part thereof, and, to the full extent legally permitted, the Debtor hereby expressly waives for
itself and on behalf of each and every Person (except decree or judgment creditors of the Debtor)
acquiring any interest through the Debtor in, or title to, the Collateral or any part thereof
subsequent to the date of this Secunty Agreement, all benefit and advantage of any such law or
laws, and covenants that it shall not invoke or utilize any such law or laws or otherwise hinder,
delay or impede the execution of any power herein granted and delegated to the Secured Party,
but shall allow and permit the execution of every such power as though no such power, law or
laws had been made or enacted.

1. EFFECT OF SALE.

Any sale, whether under any power of sale hereby given or by virtue of judicial
proceedings, shall operate to divest all right, title, interest, claim and demand whatsoever, either
at law or in equity, of the Debtor in and to the property sold and shall be a perpetual bar, both at
law and 1n equity, against the Debtor, its successors and assigns, and against any and all Persons
claiming the property sold or any part thereof under, by or through the Debtor, its successors or
assigns.

8. APPLICATION OF SALE PROCEEDS.

The proceeds and/or avails of any sale of the Collateral, or any part thereof, and the
proceeds and/or avails of any remedy hereunder shall be paid to and applied as follows:

8.1  First, to the payment of costs and expenses of foreclosure or suit, if any, and of
such sale, and of all proper expenses, liability and advances, including legal expenses and
reasonable attorneys’ fees, incurred or made hereunder by the Secured party and of all taxes,
assessments or Liens superior to the Lien of these presents, except any superior Lien subject to
which said sale may have been made;

8.2  Second, to the payment of principal, interest and other amounts in respect of the
Obligations; and in case such proceeds shall be insufficient to pay in full the whole amount so
due, owing or unpaid, then first to such other amounts, second, to such unpaid interest and third,
to such unpaid principal; and

8.3  Third, to the payment of the surplus, if any, to the Debtor, its successors and
assigns, or to whosoever may be lawfully entitled to receive the same; it being understood that
the Debtor shall remain liable to the Secured Party to the extent of any deficiency between the

amount of the proceeds of such disposition and the aggregate amount of the sums referred to 1n
Sections 8.1 and 8.2.
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9. DISCONTINUANCE OF REMEDIES.

In case the Secured Party shall have proceeded to enforce any right under this Security
Agreement by foreclosure, sale, entry or otherwise, and such proceedings shall have been
discontinued or abandoned for any reason or shall have been determined adversely, then, and in
every such case, the Debtor and the Secured Party shall be restored to their former positions and
rights hereunder with respect to the Collateral.

10. REMEDIES CUMULATIVE.

No delay or omission of the Secured Party to exercise any right or power arising from any
Default or Event of Default, shall exhaust or impair any such right or power or prevent its
exercise during the continuance of such Default or Event of Default. No waiver by the Secured
Party of any such Default or Event of Default, whether such waiver be full or partial, shall extend
to or be taken to affect any subsequent Default or Event of Default, or to impair the nghts
resulting therefrom except as may be otherwise provided herein. The Secured Party may
exercise any one or more or all of the remedies hereunder and no remedy is intended to be
exclusive of any other remedy but each and every remedy shall be cumulative and in addition to
any and every other remedy given hereunder or otherwise existing now or hereafter at law or in
equity; nor shall the giving, taking or enforcement of any other or additional security, collateral
or guaranty for the payment of the Obligations, operate to prejudice, waive or affect the Lien or
security of this Security Agreement or any rights, powers or remedies hereunder, nor shall the

Secured Party be required to first look to, enforce or exhaust such other or additional secunty,
collateral or guaranties.

11. INDEMNITY.

The Debtor agrees to indemnify, protect and hold harmless the Secured Party from and
against all losses, damages, injuries, liabilities, claims and demands whatsoever, regardless of the
cause thereof (except arising from the willful misconduct or gross negligence of the Secured
Party), and expenses in connection therewith, including, but not limited to, reasonable counsel
fees and expenses, penalties and interest, arising out of or as the result of the entering into or the
performance of this Security Agreement, the retention by the Secured Party of a Lien on or
security interest in the Collateral, the ordering, acquisition, use, operation, condition, purchase,
delivery, rejection, storage or repossession of any of the Equipment, any accident in connection
with the operation, use, condition, possession, storage or repossession of any of the Collateral
resulting in damage to property or injury or death to any Person during the period while a Lien
on or security interest therein remains in the Secured Party or during the period of the transfer of
such Lien on or security interest in the Collateral by the Secured Party pursuant to any of the
provisions of this Security Agreement. This covenant of indemnity shall continue in full force
and effect notwithstanding the full payment of the Obligations, the release of the Lien on and
security interest in the Collateral as provided in Section 13.4 hereof, or the termination of this
Security Agreement in any manner whatsoever.
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12.  DEFINITIONS.

As used herein, the following terms shall have the meanings herein specified unless the
context otherwise requires. Defined terms in this Security Agreement shall include in the
singular number the plural and in the plural number the singular.

“AAR” is defined in Section 2.2(a).

“Assigned Lease” is defined in Section 1.1.

“Cash Collateral Account” is defined in Section 4.2(c).
“Casualty Loss” is defined in Section 4.2(a).
“Casualty Loss Proceeds” is defined in Section 4.2(a).
“Collateral” is defined in Section 1.1.

“Debtor” is defined in the first paragraph.
“Equipment” is defined in Section 1.1.

“Item of Equipment” is defined 1n Section 1.1.

“Lien” is defined in Section 2.3.

“Loan Agreement” is defined in the first paragraph.

“Obligations” means all indebtedness (whether principal, interest, fees or otherwise),
obligations and labilities of the Debtor to the Secured Party (including but not limited to those
under the Loan Documents), as the same may be renewed, extended, amended, rearranged,
restructured, refinanced, replaced or otherwise modified (including, without limitation,
modifications to interest rates or other payment terms of such indebtedness), whether now
existing or hereafter created, absolute or contingent, direct or indirect, joint or several, secured or
unsecured, due or not due, contractual or tortious, liquidated or unliquidated, arising by operation
of law or otherwise, or acquired by the Secured Party outright, conditionally or as collateral
security from another, including but not limited to the obligation of the Debtor to repay future
advances by the Secured Party, whether or not made pursuant to commitment and whether or not
presently contemplated by the Debtor and the Secured Party, and the obligation to repay
advances by the Secured Party under any letters of credit issued for the Debtor’s account and all
costs of collection thereof, including but not limited to attorneys’ fees and attorneys’ expenses
(whether or not there is litigation), court costs and all costs in connection with any proceedings
under the United States Bankruptcy Code pertaining thereto.

“Permitted Lien” is defined in Section 2.3.

“Replacement Unit” is defined in Section 2.8.
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“Secured Party” is defined in the first paragraph.
“Security Agreement” is defined in the first paragraph.

“Section” means and refers to a section of this Security Agreement unless specified to the
contrary herein.

“UCC” shall mean the Uniform Commercial Code or such other similar statute as in
effect from time to time in the State of Missouri or any other appropriate jurisdiction.

13. MISCELLANEOUS.
13.1 Successors and Assigns.

Whenever any of the parties hereto is referred to, such reference shall be deemed to
include the successors and assigns of such party; and all the covenants, promises and agreements
in this Security Agreement contained by or on behalf of the Debtor or by or on behalf of the
Secured Party, shall bind and inure to the benefit of the respective successors and assigns of such
parties whether so expressed or not.

13.2  Partial Invalidity.

The unenforceability or invalidity of any provision or provisions of this Security
Agreement shall not render any other provision or provisions herein contained unenforceable or
invalid.

13.3 Notices.

All notices and other communications provided for herein shall be in writing and shall be
deemed to have been given (unless otherwise required by the specific provisions hereof in
respect of any matter) when delivered personally or when deposited in the United States certified
mail, first class, postage prepaid, return-receipt requested, addressed as follows:

If to the Debtor:

Rail Leasing Co., L.L.C.
601 South East Street
Weimar, Texas 78962

If to the Secured Party:

The Boatmen’s National Bank of St. Louis
One Boatmen’s Plaza

800 Market Street

St. Louis, Missouri 63101

Attention: Equipment Finance Division
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13.4 Releases.

At the expense of the Debtor, the Secured Party shall release this Security Agreement,
and the Lien and security interest granted hereby, by proper instrument or instruments when all
indebtedness and obligations of the Debtor under the Loan Agreement, Note, Security

Agreement and other Loan Documents have been fully and irrevocably paid, discharged or
performed.

13.5 Governing Law.

This Security Agreement shall be construed in accordance with and governed by the laws
of the State of Missouri; provided, however, that the parties shall be entitled to all nghts
conferred by 49 U.S.C. § 11301, the Railway Act (Canada) and such additional rights, arising out
of the filing, recording or deposit hereof, if any, and of any assignment hereof, as shall be
conferred by the laws of the several jurisdictions in which this Security Agreement or any
assignment hereof shall be filed, recorded or deposited.

13.6 Counterparts.

This Security Agreement may be executed, acknowledged and delivered in any number of
counterparts, each of such counterparts constituting an original but all together constituting only
one Security Agreement.

13.7 Headings.
Any headings or captions preceding the text of the several sections hereof are intended

solely for convenience of reference and shall not constitute a part of this Security Agreement nor
shall they affect its meaning, construction or effect.
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IN WITNESS WHEREOQF, the Debtor and the Secured Party have executed this Security
Agreement as of the day and year first above written.

RAIL LEASING CO,, L.L.C.

é%w

Roger D

Lot Jéwq.

Umesh R. Choksi

By: TRANSPORTATION EQUIPMENT, INC.

By:

Robert R. Huette, President

THE BOATMEN’S NATIONAL BANK OF
ST. LOUIS

oy RS

Steven R. Powell, Vice President
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IN WITNESS WHEREOF, the Debtor and the Secured Party have executed this Security
Agreement as of the day and year first above written.

RAIL LEASING CO,, L.L.C.

By:
James J. Unger
By:
Roger D. Wynkoop
By:

Umesh R. Choksi

By: TRANSPORTATION EQUIPMENT, INC.

Robert R. Huette, President

THE BOATMEN’S NATIONAL BANK OF
ST. LOUIS

Steven R. Powell, Vice President
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Equipment

New ACF Industries Inc.
100-ton CF 5711 covered
hopper cars for plastic
pellets
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SCHEDULE A
(THE EQUIPMENT)

RAIL LEASING CO., L.L.C.

Quantity

35

20

40

Reporting Marks

TEIX 058075 - TEIX 058109

TEIX 058125 - TEIX 058144

TEIX 058149 - TEIX 058188
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STATE OF MISSOURI

N N’

SS:
CITY OF ST. LOUIS )

On this ggﬁé day of December, 1996, before me, personally appeared James J. Unger, to
me personally known, who being by me duly sworn, says that he resides ato S47a€ 4/ CHesZe7% el
ﬂo 62017 , St. Louis, Missouri, and is a member of Rail Leasing Co., L.L.C., a Texas limited
liability company, that the foregoing instrument was signed on such date on behalf of said
limited liability company by authority of its members; and he acknowledged that the execution
of the foregoing instrument was the free act and deed of said limited liability company.

Leamo. M. Tasacy
U Notary Public

My commission expires:

——REGINAM-TREACY—
Public - Notary Seal
STATE OF MISSOURI
St. Lowss County
My Commussion Expures: Feb. 20, 2000 %

! OllllltltllltlI.r’llttl.ﬂf l!l’llltl'lllll"'l
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STATE OF MISSOURI

A

SS:
CITY OF ST. LOUIS )

On this €>_2,)7i"day of December, 1996, before me, personally appeared Roger D. Wynkoop,
e personally known, who being by me duly sworn, says that he resides at 203 Spvawar/pw-
/pﬁf e , g.—-];e&"swﬁésoun and is a member of Rail Leasing Co., L.L.C., a Texas
limited liability company, that the foregoing instrument was signed on such date on behalf of
said limited liability company by authority of its members; and he acknowledged that the
execution of the foregoing mstrument was the free act and deed of said limited liability company.

L o0quno. M TAoa cu
Notary Public

My commission expires:

P OO IS 0000IP 000 r R s I POPIIIIE00ssss?es orose

REGINA M. TREACY
Notary Public - Notary Seal
STATE OF MISSOURI
3 St Lows County
M My Commismzsxpxm Feb 20, 2000

rope

2332338 98 L SY AT AN
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STATE OF MISSOURI
SS:

CITY OF ST. LOUIS

On this éLﬂ'day of December, 1996, before me, personally appeared Umesh R. Choksi,
to me personally known, who being by me duly sworn, says that he resides at 293/ ZJoor ##71s Vallan,
, St. Louis, Missouri, and is a member of Rail Leasing Co., L.L.C., a Texas
limited liability company, that the foregoing instrument was signed on such date on behalf of
said limited liability company by authority of its members; and he acknowledged that the
execution of the foregoing instrument was the free act and deed of said limited liability company.

@J'OM& M. T uacy
Notary Public

My commuission expires:

—REGEINAM-TREACY —}
Notary Public - Notary Seal
STATE OF MISSOURI

: St. Lows County
#My Commussion Expires: Feb. 20, 2000

090000000000 0000000000 /l’lll'll’l'l"""l"‘

STATE OF TEXAS )
) SS:
COUNTY OF )

A28 LSS LXNXNTVEN

Onthis _ day of December, 1996, before me, personally appeared Robert R. Huette, to
me personally known, who being by me duly sworn, says that he resides at
, and 1s the President of
Transportation Equipment, Inc., a Texas corporation, which is a member of Rail Leasing Co.,
L.L.C., a Texas limited liability company, that the foregoing instrument was signed on such date
on behalf of said limited liability company by authority of its members, and he acknowledged
that the execution of the foregoing instrument was the free act and deed of Transportation
Equipment, Inc., as a member of said limited liability company.

Notary Public

My commission expires:
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STATE OF

On this _.day of December, 1996, beforesme, personally appeared Umesh R, Choksi

e i T i i A o Sl ML Ry a
D e i e e o S el U o 53t St bl L LA e Lol i o it ottt b a3 sk b

sy - o i K § »
e S O L A S T o S e ma

g gttty e A e 5 e O G0 gt o g e S ot B K ik e aC T T
1

e

I! £, . ,Zea.

STATE OF TEXAS )

) SS:
county oF Co l wv«dp)

On this&#&—ay of December, 1996, before me, personally appeared Robert R, Huette, to

me personally known, who being by me duly sworn, says that he resides at & 6/ N

EAST. ST y WEMAR TX 787(.7_ and is the president President of
Transportatlon Equipment, Inc., a Texas corporatlon which is a member of Rail Leasing Co.,
L.L.C., a Texas limited liability company, that the foregoing instrument was signed on such date
on behalf of said limited liability company by authority of 1ts members, and he acknowledged
that the execution of the foregoing instrument was the free act and deed of Transportation
Equipment, Inc., as a member of said limited liability company.

KEN KRAM
Vﬁ( NOTARY PUBLIC
G STATE OF TEXAS L

Commussion Expires 4-1-97

| Notary Public

My commission expires:

4-1/-97
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STATE OF MISSOURI )

SS:
CITY OF ST. LOUIS

N’ N’

On thise22*+ day of December, 1996, before me, personally appeared Steven R. Powell, to
me personally known, who being by me duly sworn, says that he resides at_5 S ; e ;E-qgl< TRALIL
Gy , St. Louis, Missouri and is a Vice President of The Boatmen’s National
Bank of St. Louis, a national banking association, that the foregoing instrument was signed on

such date on behalf of said association by authority of its Board of Directors; and he

acknowledged that the execution of the foregoing instrument was the free act and deed of said
association.

Iﬂqm:xm YA4R me

Notary Public J

My commission expires:

il LI 22T PPYS
4 200000000000 0000000000000000

| REGINAM.TREACY  §
Notary Public - Notary Seal

STATE OF MISSQUR}
St Lows County

2

NS

i My Commussion Expires: Feb, 20, 2000

3 l‘ltll'illll'lll'llli-‘fll’l”lldlll"‘l""

151424 4 19



