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Highland Bank
5270 W 84" St. #120
Bloomington, MN 55437

Anne Quinlan, Secretary
Surface Transportation Board
395 E Street SW

Washington D.C.

Dear Secretary,
[ have enclosed an original and one copy of the document described below, to be recorded
pursuant to Section 11301 of Title 49 of the U.S. Code.
This document is a Security Agreement, a primary document, dated December 17, 2008.
The names and addresses of the parties to the documents are as follows:
Lender: Highland Bank, a Minnesota Corporation
8140 26™ avenue South, Suite 160
Bloomington, MN 55425

Borrower: ESCO Industries, a Minnesota Corporation
DBA Performance Seed
P.0O. Box 7126
St. Cloud. MN 56302

A description of the equipment covered by the document follows:
Three railroad cars, Serial Numbers: PSMX 1711, PSMX 1712, and PSMX 1713.

A fee of $41.00 is enclosed. Please retum the original and any extra copies not needed by the
Board for recordation to :

Highland Bank

Antn: Jodi Meyer

5270 W 84™ St. #120

Bloomington, MN 55437

A short summary of the document to appear in the index follows:

Security Agreement between Highland Bank, a Minnesota Corporation, 8140 26™ avenue South,
Suite 160, Bloomington, MN 55425 and ESCO Industries, a Minnesota Corporation, DBA Performance
Seed. P.O. Box 7126, St. Cloud. MN 56302, dated December 17, 2008, and covering Three railroad cars,
Serial Numbers: PSMX 1711, PSMX 1712, and PSMX 1713.

w truly yours, .

- 1

W&CA\%\/
Debbie Lange
Chief Credit Officer/Senior Vice President
Highland Bank

v highland sanks.com @
Member FDIC

EQUAL HOUSING
R : LENDER
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LOAN NUMBER LOAN NAME ACCT. NUMBER NOTE DATE INITIALS

1072439502 ESCO INDUSTRIES INC 0000107249-01 12/17/08 TN
NOTE AMOUNT INDEX (w/Margin} RATE MATURITY DATE LOAN PURPOSE
$110.000.00 Wall Street Journal 5.000% : ©12/15/11 Commiercial

Prime pius 1.000%
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PROMISSORY NOTE AND SECURITY AGREEMENT

{Commercia! - Single Advance)
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AND PARTIES. The date of this Promissory iNote and Security Agreerent (Loan Agreement} 1s December 17, 2008
rties and therr addresses are-

LENDER: {’ T T mT Tt
HIGHLAND BANK, A MINNESOTA CORPORATION Q_?
8140 26th Avenue South, Suite 160 . ;z Z
Bloomington, MN 55425 i RECCROATION NC O ALED
Telephone: {952} 858-4657

BORROWER: AUG 31 09 3.05 PM
ESCO INDUSTRIES INC
a Minnesota Corporation r [SPORTATION ARD
D/B!A PERFORMANCE SEED SURFACE TRAK BQ

PO BOX 7126
SAINT CLOUD, MN 56302-7126

1. DFFINITIONS. As used in this Loan Agreement, the terms huve the following meanings:

A. Fronouns. The pronouns "I," “me," and "my" refer to each Borrower signing this Loan Agreement. individually and
teyether. "You” and "Your" refer to the Lender.

B, Lean Agreement |oan Agreement refers to this combiped Mote and Secunty Agreement, and anv sxtensions, renewals,
muodifications and substitutions of this Laan Agreement,

C. Loan. Loan refers to this transaction generally, including obligations and duties arising from the terms of all documents

prepared or submitted for this transaction such as applications, securnity agreements, disclosures or notes, and this Loan
Aqgreement,

D. Loan Documents. Loan Documents refer to ail the documents executed as a part of or in connection with the Loan.

E. Property. Property i1s any property, real, personal or intangible, that secures my performance of the obligations of this
Loan.

F. Percent. Rates and rate change limitations are expressed as annualized percentages,

2. PROMISE TO PAY. For vaiue received, | promise to pay you or your order, at your address, or at such other locaticn as you
may designate, the principal sum of $110,000.00 {Principal} plus interest from December 17, 2008 on the unpaid Principal
balance untid this Loan Agreement matures or this obligation 1s accelerated.

3. INTEREST. Intercst will accrue on the unpaid Principal balance of this Loan Agreement at the rate of 5.000 percent {Interest
Rate) unul December 18, 2008, after which ume it may change as descnbed in the Variable Rate subsection.

A. Interest After Default. If you declare a default under the terms of the Loan, including for failure to pay in full at maturity,
you may increase the Interest Rate otherwise payable as described in this section. In such event, interest will accrue on the

unpaid Principal balance of this Loan Agreement at a rate equal to the rate in effect prior to default, plus 5.000 percent,
untul paird in full.

B. Maximum Interest Amount. Any amount assessed or collected as interest under the terms of this Loan Agreement will
be limited te the maximum fawful amount of interest allowed by state or federal law, whichever 15 greater. Amounts
collected in excess of the maximum [awful amount will be applied first to the unpaid Principal bslance. Any remainder will
be refunded to me.

C. Statutory Authority. The amount assessed or collected on this Loan Agreement Is authorized by the Minnesota usury
laws under Minn. Stat. § 47.59.

D. Accrual. Interest accrues using an Actuai’'360 days counting method.
E. Variable Rate. The Interest Rate mav change during the term of this transaction.

(1) Index Beginning with the first Change Date, the intsrest Rate will be based on the following index: tne base rate

on corporate loans posted by at least 70% of the 10 largest U.S. banks known as the Wall Street Journal U.S. Prime
Rate.. -

The Curient Index is the most recent index figure available on each Change Date. You do not guaranty by selecting
this Index, or the margin, that the Interest Rate on this Loan Agreement will be the same rate you charge on any other
loans or class of loans you make to me or other borrowers. If this Index I1s no longer available, you will substitute a
similar index. You wiil give me notice of your choice.

(2) Change Date. Each date on which the Interest Rate may change is called a Change Date. The Interest Rate may
change December 18, 2008 and daily thereafter.

(3) Calcutation Of Change. On each Change Date you will calculate the Interest Rate, which will be the Current index
plus 1.000 percent. The result of this calculation will be rounded up to the nearest .001 percent. Subject to any
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(5) Effect Of Variable Rate. A change in the Interest Rate will have the following effect on the payments: The amount
of scheduled payments will change.

4. ADDITIONAL CHARGES. As additional consideration, I agree to pay, or have pa|d the fees and charges listed on the
APPENDIX: FEES AND CHARGES, which is attached to and made part of this Loan Agreement.

5. REMEDlAL CHARGES. In addition to interest or other flnance charges, | agree that I will pay these additional fees based on
my method and pattern of payment. Additional remedial charges may be descnbed elsewhere i in this Loan Agreement.

A. Late Charge If a payment is more than 10 days late, 1 will be charged 5.000 percent of. the Unpard Portion of Payment.
I will pay this late charge promptly but only once for each late payment. This amount may then increase so as to always be
the highest amount allowed by law under Minnesota Statutes § 47.59.

B. Returned Check Charge. | agree.to pay a service charge for each returned check, negotiable order of withdrawal, draft
or automatic payment request. The amount of the service charge will generally be $28.00.

C. Stop Payment Fee. A(n) Stop Payment Fee equal to $28.00.
D. Minimum Finance Charge - Commercial/Ag. A{(n} Minimum Finance Charge - Commercial/Ag egual to $10.00.

6. PURCHASE MONEY SECURITY INTEREST. ThIS ‘Loan creates a Purchase Money Security Interest to the extent you are
. making advances or giving value to me to acqmre 'rights in or the use of collateral and | In fact use the value given for that
purpose. Purchase Money Loan means any loan of advance used to acquire rights in or the use of any Property The portion
of the Property purchased with I6an proceeds will remain subject to the Purchase Money Security Interest until the Secured
. Debts are paid in full. | authorize 'you, at your option, to disburse the loan proceeds directly to the seller of the Property.
Payments on any non-Purchase Money Loan also secured by this Loan will not be applied to the Purchase Money Loan.
Payments on the Purchase Money Loan will be applied first to the non-purchase money portion of the loan, if any, and then to
the purchase money portion in the order in which the purchase money Property was acquired. If the purchase money Property
was' acqurre"g at the same time, .then payments will be applied in the order you select. No security interest will be terminated
by application of this formula. You may include the name of the seller on the check or draft for this Loan Agreement.

7. PAYMENT Y agree, to pay. thls Loan Agreement on demand but if no demand i1s made, | agree to pay this Loan Agreement
in 36 payments A payment 6t $3,299.23 will be due January 15, 2009, and on the 15th day of each month thereafter. This
scheduled payment amount may change to reflect changes in the Interest Rate as described in the Variable Rate subsection of
this Loan. Agreement. A final payment of the entire unpaid balance of Principal and interest will be due December 15, 2011.

Payments will be rounded up to the nearest $.01. With the final payment | also agree to pay any additional fees or charges
owing and the amount of any advances you have made to others on my behalf. Payments scheduled to be paid on the 29th,
30th or 31st day of a month that.contains no such day will, instead, be made on the last day of such month.

If the amount of a scheduled payment does not equal or exceed interest accrued during the payment period the unpaid portion
will be added to, and will be payable with, the next scheduled payment.

Each payment | make on this Loan Agreement will be applied first to any charges that | owe other than principal and Interest
then to interest that 1s due, and finally to principal that is due. If you and | agree to a different application of payments, we will
describe our agreement on this Loan Agreement. You may change how payments are applied in your sole discretion without
notice to me. The actual amount of my final payment will depend on my payment record.

8. PREPAYMENT. | may prepay this Loan under the following terms and conditions. The Note may be prepaid only upon the
payment by Borrower to Lender of a prepayment charge according to the following schedule:

Year 1 Three-percent of the outstanding principal balance -
Year 2 One percent of the outstanding principal balance
Year 3 Zero percent of the outstanding principal balance
Any partial prepayment will not excuse any later scheduled payments until | pay in full.

9. LOAN PURPOSE. The purpose of this Loan is to puchase three box cars, renovate on, and purchase a scale to weigh bags
of seed.

10. ADDITIONAL TERMS. This loan is cross-pledged and cross-defaulted with loan number Loan #107249501 to Esco
Industries Inc, DBA Performance Seed.

Borrower shall maintain, and cause to be maintained, all demand deposit accounts and other accounts of Borrower with the
Lender, unless expressly waived by the Lender until loan is paid in full. .
Borrower will maintain a Current Ratio of less than or equal to 1 to 1. Current Ratio s defined as current assets divided by
current Irabllltles as defined by GAAP . T
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Borrower will maintain a minimum tanglble net worth, determined under consistently applied generally accepted accounting
principals, of $300,000.00 until the loan is paid in full. Tangible net worth is the amount that total assets exceed total
liabilites. For determining tangible net worth, total assets will exclude all intangible assets, including without limitation
goodwill, patents, trademarks, trade names, copyrights, and franchises, and will also exclude all Accounts Receivable, owed
by my Insiders, that do not provide for a repayment schedule.

Borrower will maintain a maximum debt to tangible net worth less than or equal to 4 to 1.

Annually, | will provide to you compiled fiscal year-end financial statements and tax returns as soon as available or iImmediately
when requested but not longer than 120 days beyond my fiscal year end.

Quarterly, | will provide to you prepared quarter-end interim financial statements, accounts receivable aging, inventory, and
borrowing base ‘certificate reports as soon as available or immediately when requested but not longer ‘than 30 days beyond
quarter end.

Annually, | will provide to you all personal guarantor financial statements and tax returns as soon as available or immediately
when requested but not longer than 120 days beyond calendar year end.

11. SECURITY. The Loan is secured by Property described in the SECURITY AGREEMENT section of this Loan Agreement.




{1) Sums Advanced under the terms of this Loan Agreement. All sums advanced and expenses incurred by you under
the terms of this Loan Agreement. . . '

{2) Alf Debis. All present’ and future debts of aii Borrawers owing 10 you, even |f this Secunty Agreement: is 'hot
specifically referenced the future dehts are also se..ured by other collateral, or if the future debt is unrelated to,or of a
dn’ferent type than th.s "debt, If ‘more than one person signs this Security Agreement, each agrees that it wnll secure
debis incurred either mdn.rdual‘y or with cthérs wha ~ay not sign this Security Agreement Ndthing in_ this Secunty

Agreement constitutes a comritment ta make add.tlc.-a. or future loans or advances. Any such commitment must be
in writing. - - f ) .

This Secunity Agreement will rnot secure any debt for which you fail to give any requied notice of the night of
rescission. This Secunty Agreement will not secure any debt for which a non-possessory, non-purchase money
security interest 1s created in "household goods” in connection with a "consumer loan,” as those terms are defined by
federal law governing unfair and deceptive credit practices.

E. Secwrity interest. To secure the payment and performance of the Secured Debts, | give you a security interest in all of
the Property descnbed in this Security Agreement that | own or have sufficient rights in which to transfer an interest, now
or in the future, wherever the Property is or will be loca: ed and all procéeds and'products from the Property’ (|nclud|ng, but
not limited to, all parts, accessories, repairs, replacsrrents improvements, and accessions to the Property). Property is a!l
the co'lateral given as security for the Secured Cebts and dascrnibed 1n this Security Agreement, and includes all obllgauons
that support the payment or performance of the Property. "Proceeds” mcludes anything acquired upon the sale, lease,
license, exchange or other disposition of the Property; any rights and claims arlsmg from the Property, and any co!lectlons
and chstrlbutlon., on accourt of the Property.

Praperty a!so includes any ongimal evidence of title or ownership whether evndenced by a certificate of title or ownership, a
manutacturer's statement of origin or other document when the Property 1s titled under any federal or state law. | will
dehver the title documents and properly execute all title documents as necessary to reflect your security interest.

Tlus Secunty Agreement remains in effect untl terminated in wiiting, even if the Secured Debts are pard and you are no
whyer obhgated to advance funds tc me under any loan or credlt agreement

C. Property Descrlptlon The Property subact to this, Secur.y Agreement is descnbed as follows

* {1} Inventory. All .inventory which | hold for ultimate sale or lease, or which has been or will be supphed under
contracts of service, or which are raw materials, work in process, or materials used or consumed in my business.

{2} Accounts and Other Rights to.Payment. All rights.{ have now or in the future-to payments including. but not limited
to, payment for property or services .sold, leased, rented, licensed, or assigned, whether or'not | have‘earned such
payment by performance. This includes any rights and interests (including all liens and security interests) whlch i may
have by law or agreement against any Account Debtor or obligor of mine.

{3) General Intangibles. All general intangibles including, but not limited to, tax refunds, appllcatrons for patents,
patents, copyrights, trademarks, trade secrets, good wiil, trade names, customer lists, permits and franchises, payment
intangibles, computer programs and all supporting information provided in connection with a transaction relating to
computer programs, and the right to use my name. .

(4) Equipment. Aill equipment including, but not limited to, all machinery, vehicles, furniture, fixtures, manufacturing
equipment, farm machinery and equipment, shop equipment, office and recordkeeping equipment, and parts and tools.
All equipment described in a list or schedule which 1 give will also be included in the Property, but such a list is not
necessary for a valid security interest in my equipment.

{5) Railtoad Equipment. Type: Cars, A.A.R. Mechanical Designation: , ldentifying Marks Serial Number: PSMX 1711,
Type: Cars, A.A.R. Mechanical Designation: , idertifying Marks: , Serial Number: PSMX 1712.
Type: Cars, A.A.R. Mechanical Designation: , Identlfwng Marks: , Serial Number: PSMX1713. ' S
(6) Specific Property. Hamer.scale system Model 600NW :
D. Duties Toward Property.

(1) Protection of Secured Party's Interest. | will defend the Property against any other claim. | agree to do whatever
you require to protect your security interest and to keep your claim in the Property ahead of the claims of other
creditors. | will not co any:hing tc harm your pesition.

I will keep books, records and accountsabout the Property and my business in general. | will let y'bu~e_xam:n'e these
and make copies at any reasonable time. | will prepare any report or accounting you request which deals with ‘the
Property. .

{2} Use, Location, and Protection of the Property. | will keep the Property in my possession and in good repair. . | will
use 1t only for commercial purposes. | will not change this specified use without your prior written consent. You have

the night of reasonable access to inspect the Property and | will immediately inform you of any loss or damage to the
Property. | will not cause or permit waste to the Property.

| will keep the Property at my address listed in the DATE AND PARTIES section unless we agree | may keep it at
another location. If the Property is to be used in other states, | will give you a list of those states. The location of the
Property is given to aid in the identification of the Property. It does not in any way limit the scope of the security
interest granted to you. ! will notify you in writing and obtain your prior written consent to any change in location of
any of the Property. | will not use the Property in violation of any law. | will notify you in writing prior to any change
m my address, name or, if an orgamization, any change in my identity or structure.

Until the Secured Debts are fully paid and this Secur.ty Agreement is terminated, | will not grant a security interest in
any of the Property without your prior written consent., | will pay all taxes and assessments levied or assessed against
me or the Property and provide timely proof of payment cf these taxes and assessments upon request.

{3) Selling, Leasing or Encumbering the Property. 1 will not sell, offer to sell, lease, or otherwise transfer or encumber
the Property without your prior written permission, exczpt for Inventory sold in the ordinary course of business at fair
market value, or at a minimum price estabiished between you and me. If | am in default under this Security Agreement,
I may not sell the Inventory portion of the Property even in the ordinary course of business. Any disposition of the
Property contrary to this Sacurnity Agreement will.violate your rights. Your permission to sell the Property may be
reasonably withheld without regard to the creditworthiness of any buyer or transferee. | will not permit the Property to
be the subject of any court order affecting my rights to the Property in any action by anyone other than you. If the



retaken by me, | will do so. | will make no material change In the terms of any Account, and | will give you any
statements, reports, certificates, lists of Account Debtors {showing names, addresses and amounts owing), invoices
applicable to each Account, and other data in any way pertaining to the Accounts as you may.request.

E. Collection Rights Of The Secured Party. Account Debtor means the person who Is obligated on an account, chattel
paper, or general intangible. | authorlze you to notify my Account Debtors of your securlty interest and to deal with the
Account Debtors’ obligations ‘at your discretion. You may enforce the obligations of an Account Debtor, exercising any of
- my 'rights with respéct to the Account Debtors’ obligations to make payment or otherwise render performance to me,
including the enforcement of any security interest 'that secures such obligations. You may apply proceeds received from
the Account Debtors to the Secured Debts or you may release such proceeds to me. .

| specifically and irrevocably authorize you to exercise any of the following powers at my expense, without himitation, until
the Secured Debts are paid in full: ;

(1} demand payment and enforce collection from any Account Debtor or Obligor by suit or otherwise.

{2} enforce any security interest, lien or encumbrance given to secure the payment or performance of any Account
Debtor or any obligation constituting Property.

(3) file proofs of claim or _similar documents in the event of bankruptcy, insolvency or death of any person obligated as
an ‘Account Debtor. . . . s

{4) compromise, release, extend, or exchange any mdebtedness of an Account Debtor.
{5) take ‘control of any proceeds of the Account Debtors’ obllgatlons and any returned or repossessed goods.

(6) endorse all payments by any Account Debtor which may come into your possession as payable to me.

{7) deal in all respects as the holder and owner of the Account Debtors' obligations. ! ! '

F. Authority To Perform. | authorize you to do anything you deem reasonably necessary to protect the Property, and
perfect and continue your secunty interest in the Property. If | fail to perform any of my duties under this Loan Agreement
or any other security interest, you are authorized to perform the duties or cause them to be performed.

These authorizations include, but are not limited to, permission to:

(1) pay and discharge taxes, liens, security interests or other encumbrances at any time levied or placed on the
Property.

{2} pay any rents or other.ch'arges under any lease affec'tinb the Property.

(3) order and pay for the reparr, maintenance and preservatlon of the Propertv
(4) file any flnanclng statements on my behalf and pay for filing and recordrng fees pertaining’ to the Property.
{5) place a note on any chattel paper indicating your interest in the Property.

(6) take any action you feel necessary to realize on the Property, including performmg any part of a contract or
endorsing it in my name.

{7) handle any suits or other prcceedlngs involving the Property in my name.
(8) prepare, file, and sign my name to any necessary reports or accountings.
{9) make an entry on my books and records showing the existence of this Agreement.

(10) notify any Account Debtor of your interest in the Property and tell the Account Debtor to make payments to you
or someone else you name.

If you perform for me, you will use reasonable care. If 'you exercise the care and follow the procedures that you generally
apply to the collection of obligations owed to you, you will be deemed to be using reasonable care. Reasonable care will
not include: any steps necessary to preserve rnights against prior parties; the duty to send notices, perform services or take
any other action in connection with the management of the Property; or the duty to protect, preserve or maintain any
security interest given to others by me or other parties. Your authonzation to perform for me will not create an obligation
to perform and your failure to perform will not preclude you from exercising any other rights under the law or-this Loan
Agreement. All cash and non-cash proceeds of the Property may be applied by you only upon your actual receipt of cash
proceeds against such of the Secured Debts, matured or unmatured, as you determine in your sole discretion.

If. you come into actual or constructive possession of the Property, you will preserve and protect the Property. For
purposes of this paragraph, you will be in actual possession of the Property only when you have physical, immediate and
exc|uswe control over the Property and you have affirmatively accepted that control. You will be in constructive
possession of the Property only when you have both the power and the intent to exercise “control over the Property

G. Name and Location. My name indicated |n,the DATE AND PARTIES section is my exact legal name. | am an entity
organized and registered under the laws of Minnesota. | will prowde verlflcatlon of registration and location upon your
request. | will provide you with at Ieast 30 days notlce prior to any change |n my nanme, address .or state of orgamzatron or
registration.

H. Perfection of Security Interest. | authorize you to file a financing statement covering the Property. | will comply with,
- facilitate, and otherwise assist you in connection with obtaining perfection or control over the Property for purposes of
' perfecting your security interest under the Uniform Commercial Code. | agree to pay all actual costs of terminating your
security interest.

13. DEFAULT. | understand that you may demand payment anytime at your discretion. For example, you may demand
payment in full if any of the following occur:

A. Payments. | fail to make a payment in full when due.

B. Insolvency or Bankruptcy. The death, dissolution or.insolvency of, appointment of a receiver by or on behalf of,
application of any debtor relief law, the assignment for the benefit of creditors by or on behalf of, the voluntary or
involuntary termination of existence by, or the commencement of any proceeding under any present or future federal or
state insolvency, bankruptcy, reorganization, composition or debtor relief law by or against me or any co-signer, endorser,
surety or guarantor of this Loan Agreement or any other obligations | have with you.

C. Business Termination. | merge, dissolve, reorganize, end my business or existence, or a partner or majority owner dies
or is declared legally incompetent.

D. New Organizations. Without your written consent, | organize, merge into, or consolidate with an entity; acquire all or
substantially all of the assets of another; materially change the legal structure, management, ownership or financial
condition;or effect or enter into a domestication, conversion or interest exchange.
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H. Misrepresentation, ‘| make any veroal or written statement of provrde any flnanc|al lnformatlon that is untrue inaccurate,
or conceals amatenal fact at the time 1t is made or provrded v :

"l Judgment. I fadl to satisfy or ap,.eal any judgme..' agamst me. - : o - ! LI -

J.F ::rierture The Propf—rty rs used i m a manner or for a purpoee tI‘at threatens conflscatlon b a legal authonty

K. Name Chang'e. | change my name or assume an additional, name \Mthout notn‘ymg you beiore making such a change
L Property ‘Transfer. | transfer all or a:substantial part of my money or property. - : .
M. Property Value. You determine 1n good faith that thé value of the Property has declined or is imparred.
' N. Material Change.” Without first notifying”you, there 1s a mbterial chanhge in' my business, mcludlng ownership,
managenient, and financial cond:ticns '
O. Insecurity. You determine in good faith that a material adverse change has occurred in my financial condition from the

cvondittens set forth i my most recent financial statement befcre the date of this Loan Agreement or that the prospect for
payment or performance of the Loan is impaired for any reason. . . e -

4. DUL ON SALE GR ENCUMBRANCE. You may. at ycar option, declare the entire belance of this Loan Agreement to be
misiedletely due and payable upon the creation of, ur contract for the creation of, any lien, encumbrarice, trafisier or sale of all
vr any part of the Property. This right 1s subject to the restrictions imposed by federal law (12 C.F.R. 591}, as applicable.

However, if | am in default under th:is Agreement, . may not sell the inventory portion of the Property even in the ordinary
vourse of busmess

15. WAIVERS AND CONSENT To the extent nct prohipited by law, | walve protest, presentment for payment, demand notice
of acceleration, notice of intent to accelerate and notice of drsnonor

A. Additional Waivers By Borrower. In addition, !, and any party to this Loan Agreement, to the extent permiited by law,
con ent to certain actions you mavy take, and generally waive defenses that may be available based on these actions or
ased un the status of a party to this Loan Agreement.

{1} You may renew or extend payments on thls Loan Agreement regardless of the'number of such renswals or
extensions. ' '

{2} You may release any Borrower, endorser, guarantor, surety accommodation maker or any other co- srgner
{3) You may release, sutstitute or, impair any Property secunng this Loan Agreement
{4} You, or any |nst|tut|on participating in this Loan Agreement may ‘Invoke your rrght of set -off. .

{5} You may enter into any sales, repurchases or part:c:pauons of this Loan Agreement to any person in any amounts
and | waive notice of such sales, repurchases or por.lcrpatrons

18] | agree that any of us signing this Loan Ag:esmen: as a Borrower s authorized' to modrfy the term.. ot this Loan
Agreement or any instrument secunng guarantying of relating to this Lean Agreement.

{7} | agree that you may inform any party who guarantees this Loan of any Loan “accommodations, renewals,
extensions, modifications, substitutions or future advances. '

B. No Waiver By Lender. Your course of dealing, or your forbearance from, or delay in, the exercise of any of your nghts,
remedies, privileges or nght to insist upon my strict performance of any provisions contained in this Loan Agreement, shall
not be construed as a waiver by you, unless any such waiver is in writing and 1s signhed by you.

C. Waiver of Claims. | waive al! clains for loss or damage caused by your acts or omissions where you acted reasonably
and n good faith. . s :

16. RLMEDIES. After | default, you may at your ption do any one ‘or mére of thé followmg
A Acceleratlon _You may make all or any part of the amount owing by the terms of this Loan Agreement m*mediately due.
‘B Sources You may use any, and all remedies you have under state or.federal law or In any Loan,Document. -

C. Insurance Benefits. You may make a claim for any and all insurance beneflts or refunds that may be availakle on my
default, : '

L. Payments Made On My Behalf. Amounts advanced on my behaif will be immediately due and may be added to the
balance owmg under the ter'ns of this Loan Agreement, and accrue interest at the highest post- matunty interest rate

E. Set-Off._ You may use the nght of set-off. This means you may set-off any amount due and payabie under the terms of
this Loan Agrcement against any rrght | have to recewe monev from you.

My mght 0 recewe money from you |ncludes any deposn or share account balance | have wnh you; any money owed to me
on &@n item presented 1o you or in your possesswn for collection or exchange: and any repurchase agreement or other non-
deposit obligation. "Anv amount due and payable under the terms of this Loan Agreement means the total amount to
which you are entitled to demand pavment under the terms of this Loan Agreement at the time you set-off.

Subject to any other written contract, if my right to receive money from you Is also owned by someone who has not agreed

1o pay this Lean Agreement, your right of set-off will apply 1o my interest in the obligation and to any other amounts | could
withdraw on my sole request or endorsement.

Your night of set-off does not apply to an account or other obligation where my rights arise only in a representative
capacity. It also does ot apply to any Individual Retrement Account or other tax-deferred retirement aczount.

You will not be liable for tne dishonor of any check when the dishonor occurs because you set-off against any of my
accounts. | agree to hold you harmless from any such claims arising as a result of your exercise of your right of set-off.

F. Assembly of Property. You may require me to gather the Property and make it available to you in a reasonabie tashion.

G. Repossession. You mav repossess the Property so lcng as the repossession does not involve a breach of the peace.
You may sell, lease or otherwise dispase of the Property as provided by law. You may apply what you receive fram the
disposition of the Property to your expenses, your attorneys' fees and legal expenses {where not prohibited by law), and
any debt | owe you. If what vou receive from the disposition of the Property does not satisfy the debt, | will be hable for
the deficiency (where permitted by law). In some cases, you may keep the Property to satisfy the debt.

Wheore a notice 1s required, | agree that ten days prior wriiten notice sent by first class mail to my address listed in this Loan
Agreement will be reasonable notice to me under the Minnesota Uniform Commercial Code. If the Property is perishable or
threatens to decline speedily in value. you may, without notice to me, dispose of any or all of the Property in a
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I. Waiver. Except as otherwise required by law, by choosing any one or more of these remedies you do not give up your
right to use any other remedy. You do not waive a default if you choose not to use a remedy. By electing not to use any
remedy, you do not waive your right to later consider the event a default and 1o use any remedies If the default continues
or occurs again. . .

17. COLLECTION EXPENSES AND ATTORNEYS' FEES. On or after Default, to the extent permitted by law, | agree to pay all
expenses of collection, enforcement or protection of your rights and remedies under. this. Loan- Agreement or any other Loan
Document. Expenses include, but are not limited to, attorneys' fees, court costs and other legal expenses. If not paid
immediately, these expenses will bear interest from the date of payment until paid in full at the highest interest in effect as
provided in the terms of this Loan Agreement. All fees and expenses will be secured by the Property | have granted to you, if
any. In addition, to the extent permitted by the United States Bankruptcy Code, | agree to pay the reasonable attorneys' fees
incurred by you to protect your nghts and interests in connection with any bankruptcy proceedings initiated by or against me.

18. COMMISSIONS. | understand and agree that you (or your affiliate) will earn commissions or fees on any insurance
products, and may earn such fees on other services that | buy through you or your affiliate.

19. WARRANTIES AND REPRESENTATIONS. | make to you the following warranties and representations which will continue
as long as this Loan Agreement is in effect:

A. Power. | am duly organized, and validly existing and in good standing in all jurnisdictions in which 1| operate. | have the
power and authority to enter into this transaction and to carry on my business or activity as it is now being conducted and,
as applicable, am qualified to do so In each jurisdiction in which | operate.

B. Authority. The execution, delivery and performance of this Loan Agreement and the obligation evidenced by this Loan
Agreement are within my powers, have been duly authorized, have received all necessary governmental approval, will not
violate any provision of law, or order of court or governmental agency, and will not violate any agreement to which | am a
party or to which | am or any of my Property is subject.

C. Business Name. Other than previously disclosed in writing to you | have not changed my name or principal place of
business within the last 10 years and have not used any other trade or fictitious name. Without your prior written consent,
| do not and will not use any other name and will preserve my existing name, trade names and franchises.

D. Ownership of Property. To the extent this is a Purchase Money Security Interest | will acquire ownership of the Property
with the proceeds of the Purchase Money Loan. Your claim to the Property is ahead of the clams of any other creditor,
except as disclosed in writing to you prior to any advance on the Secured Debts. | represent that | am the original owner of
the Property and, if | am not, that | have provided you with a list of prior owners of the Property.

20. INSURANCE. | agree to obtain the insurance described in this Loan Agreement.

A. Property Insurance. | agree to keep the Property insured against the risks reasonably associated with the Property. | will
maintain this insurance in the amounts you require. This insurance will last until the Property is released from this Loan
Agreement. | may choose the insurance company, subject to your approval, which will not be unreasonabiy withheld.

1 will have the insurance company name you as loss payee on any insurance policy. | will give you and the insurance
company immediate notice of any loss. You may apply the insurance proceeds toward what is owed on the Secured Debts.
You may require added security as a condition of permitting any insurance proceeds to be used to repair or replace the
Property.

If you acquire the Property in damaged condition, my right to any insurance policies and proceeds will pass to you to the
extent of the Secured Debts.

I will immediately notify you of cancellation or termination of insurance. If | fail to keep the Property insured, you may
obtain nsurance to protect your interest in the Property and | will pay for the insurance on your demand. You may demand
that | pay for the insurance all at once, or you may add the insurance premiums to the balance of the Secured Debts and
charge interest on it at the rate that applies to the Secured Debts. This insurance may include coverages not originally
required of me, may be written by a company other than one | would choose, and may be written at a higher rate than |
could obtain if | purchased the insurance. | acknowledge and agree that you or one or your affiliates may receive
commissions on the purchase of this insurance.

21. APPLICABLE LAW. This Loan Agreement is governed by the laws of Minnesota, the United States of America, and to the
extent required, by the laws of the jurisdiction where the Property I1s located, except to the extent such state laws are
preempted by federal law. In the event of a dispute, the exclusive forum, venue and place of junisdiction will be in Minnesota,
unless otherwise required by law.

22. JOINT AND INDIVIDUAL LIABILITY AND SUCCESSORS. My obligation to pay the Loan is independent of the obligation of
any other person who has also agreed to pay it. You may sue me alone, or anyone else who Is obligated on the Loan, or any
number of us together, to collect the Loan. Extending the Loan or new obligations under the Loan, will not affect my duty
under the Loan and | will still be obligated to pay the Loan. This Loan Agreement shall inure to the benefit of and be
enforceable by you and your successors and assigns and shall be binding upon and enforceable against me and my personal
representatives, successors, heirs and assigns.

23. AMENDMENT, INTEGRATION AND SEVERABILITY. This Loan Agreement may not be amended or modified by oral
agreement. No amendment or modification of this Loan Agreement is effective unless made in writing and executed by you
and me. This Loan Agreement and the other Loan Documents are the complete and final expression of the agreement. If any
provision of this Loan Agreement is unenforceable, then the unenforceable provision will be severed and the remarning
provisions will still be enforceable. No present or future agreement securing any other debt | owe you will secure the payment

of this Loan if, as a result, this Loan would become subject to Section 670 of the John Warner National Defense Authorization
Act for Fiscal Year 2007.

24. INTERPRETATION. Whenever used, the singular includes the plural and the plural includes the singular. The section
headings are for convenience only and are not to be used to interpret or define the terms of this Loan Agreement.

25. NOTICE, FINANCIAL REPORTS AND ADDITIONAL DOCUMENTS. Unless otherwise required by law, any notice will be
given by delivering it or mailing it by first class mail to the appropriate party's address listed in the DATE AND PARTIES
section, or to any other address designated in writing. Notice to one Borrower will be deemed to be notice to all Borrowers. |
will inform you in writing of any change in my name, address or other application information. | will provide you any financial
statement or information you request. All financial statements and information | give you will be correct and complete. | agree
to sign, deliver, and file any additional documents or certifications that you may consider necessary to perfect, continue, and
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27. ERRORS AND OMISSIONS. I agree, if requested by you, o fully cooperate n the correctlon, if necessary,’in the
reasonable’ fiscretion of you of any znd all ‘loan closing doclUmznts so that all documents accurately descr:be the loan* b&tween
you and me | agree to assume all costs including by way of iliustration and not limitation, actual expenses, fega’ fees and
marketing, Ioeses for falhng to —easonebly comply wnh your, requests within thirty (30) days. R

.28..SIGNATURES.  By'signing,’ | agree to the terms contamed 1 ;hls Loan Agreement | also acknowledge receipt of a copv ‘of
this Luan Agreemem e i AR ’ o Ce

i

BOSROWER:
ESCO INDUSTHIES ING T

f 3’ .
sy 5 L. P
Sheldon S. Sturgis, Presndent

EIS
-

LENDER:
nghla_nd_Bank,AM’I“rmésote-Corpératlon . R o

By ___ .
Todd Nelson, Commercral—B-ankmg Managsr

ACKNOWLEDGMENT,

- ) . trl ° AT .ot T



APPENDIX: FEES AND CHARGES
As described in the ADDITIONAL CHARGES section of the attached Loan Agreement, | agree to pay, or have paid, these
additional fees and charges.

Nonrefundable Fees and Charges. The following fees are earned when collected and will not be refunded if | prepay this Loan
Agreement before the scheduled maturity date.

Filing. A(n) Filing fee of $30.00 payable from separate funds on or before today's date.
Filing. A(n) Filing fee of $135.00 payable from separate funds on or before today's date. .
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