UNITED STATES BANKRUPTCY COURT

DISTRICT OF MINNESOTA
Inre: )
) Case No. 04-60931
Field McConnell, and )
Alison McConnell, ) Chapter 7
)
Debtors. )

NOTICE OF HEARING AND MOTION OF AGCOUNTRY FARM
CREDIT SERVICES, PCA TO LIFT AUTOMATIC STAY

TO: FIELD McCONNELL AND ALISON McCONNELL, 14834 28" AVENUE SOUTH,

GLYNDON, MN 56547, AND TO THEIR ATTORNEY, BRUCEL. MADLOM, P.O.

BOX 9693, FARGO, NORTH DAKOTA 58106 AND ALL OTHER ENTITIES

ENTITLED TO NOTICE OF THIS MOTION PURSUANT TO LOCAL RULES 2002-1

AND 9013-3(a)(1).

1. AgCountry Farm Credit Services, PCA, (hereinafter “Farm Credit Services’) moves
this Court to lift the automatic stay to permit Farm Credit Services to exercise its contract and
state law remedies in the repossession and liquidation of all property constituting the collateral
of Farm Credit Services.

2. The Court will hold a hearing on this motion on November 16, 2004, 1:00 p.m.,
at U.S. Bankruptcy Court, 204 U.S.. Courthouse, 118 South Mill Street, Fergus Falls, MN
56537.

3. Any response to this motion must be filed and delivered not later than November
15, 2004, which is twenty-four (24) hours before the time set for the hearing, or filed and

served by mail not later than November 13, 2004, which is three (3) days before the time set

for the hearing.



4. This Court has jurisdiction over this motion pursuant to 28 USC § 157 and 1334,
Bankruptcy Rule 5005 and Local Rule 1070-1. This is a core proceeding. The petition
commencing this Chapter 7 case was filed on August 9, 2004. This case is now pending in this
Court. This motion arises under 11 USC § 362 and 363, Bankruptcy Rule 9014 and Local
Rules 9013-1 and 9013-2.

5. Farm Credit Services requests that this Court lift the automatic stay so that Farm
Credit Services may repossess and liquidate all of the property subject to it security interest,
to-wit: all farm machinery, equipment, motor vehicles, fixtures, livestock, poultry, farm
supplies, general intangibles and proceeds. The granting of relief from the stay is appropriate
for the reasons set forth below.

6. The Debtors are indebted to Farm Credit Services in accord with a Promissory
Note/Loan Agreement of date October 31, 2003 in the original principal sum of $107,525.00.
Pursuant to the terms of said Promissory Note/Loan Agreement, interest accrues on the unpaid
balance thereof at a variable rate, with a 2% increase in the event of default. The Promissory
Note/Loan Agreement required principal and interest payments on a monthly basis
commencing December 1, 2003, and continuing on the first day of each and every month
thereafter, through January 1,2007, when all remaining principal and accrued interest was due.
Special principal payments of $20,000.00 were also due annually. A true and accurate copy
of the October 31, 2003 Promissory Note/Loan Agreement is annexed hereto as Exhibit A,
and the terms of the same incorporated herein by reference.

7. To collateralize the subject indebtedness, the Debtors granted Farm Credit Services
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a security interest in all farm machinery, equipment, motor vehicles, fixtures, livestock,
poultry, farm supplies, general intangibles and proceeds (hereinafter the “Personal Property
Collateral”). True and accurate copies of the Security Agreement and exhibit thereto of date
July 10, 2000, executed by the Defendants are annexed hereto as Exhibit B.

8. Farm Credit Services perfected its security interest in the Personal Property
Collateral by the filing of financing statements and notation on vehicle certificates of title.
See Exhibit C annexed hereto.

9. The Debtors are in default with respect to their obligation to Farm Credit
Services as a consequence of their conversion of Farm Credit Services’ collateral and their
failure to maintain a livestock herd of the minimum specified size. As of October 14, 2004,
there was due and owing by the Debtors to Farm Credit Services $62,371.35. Interest
continues to accrue at the per diem rate of $16.13from and after October 14, 2004.
Additionally, Defendants are indebted to Farm Credit Services for the latter’s attorneys fees
and costs, all as provided under the terms of the debt and security instruments executed by the
Debtors.

10.  In their Schedule, the Debtors allege that the value of Farm Credit Services’
collateral is $66,204.50. Farm Credit Services believes this figure is inaccurate and that it is
oversecured. However, even based on Farm Credit Services’ valuation of its collateral, the
Debtors have limited equity in the same.

11.  The Debtors assert that they have no equity in the collateral of Farm Credit

Services. Said property is not necessary to an effective reorganization by the Debtors in that
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the Debtors have filed a Chapter 7 liquidation case. Thus, relief from the stay is appropriate
under 11 USC § 362(d)(1). Additionally, in that the Debtors have converted Farm Credit
Services’ collateral and have not made arrangements to adequately protect Farm Credit
Services’ secured position, cause exists for lifting the automatic stay.

12 . Farm Credit Services requests that pursuant to Rule 4001(a)(3) of the Rules of
Bankruptcy Procedure the order granting this motion be effective immediately.

13.  Atany hearing on this matter, Farm Credit Services reserves the right to present
testimony in support of the instant motion from:

a. The Debtors, who will testify as to their obligation to Farm Credit
Services, their obligations to other creditors, the value of the property
collateralizing the debt due and owing to Farm Credit Services, the
historical profitability of the Debtors’ farming operation and anticipated
income and expenses in future years;

b. Merril Knodle, Senior Credit Officer, Farm Credit Services, who will
testify as to the obligations due and owing to Farm Credit Services, the
collateral securing said obligations and the historical profitability of the
Debtors’ farming and other business operations.

Dated this lgd&\day of October, 2004.

VOGEL LAW FIRM

By:
Jon Wﬁkke MN ID #10765

218 NPAvenue

P.O. Box 1389

Fargo, ND 58107-1389

(701) 237-6983

ATTORNEYS FOR AGCOUNTRY FARM CREDIT

SERVICES, PCA




VERIFICATION

Merril Knodle, Senior Loan Officer for AgCountry Farm Credit Services, PCA, the
moving party named in the foregoing Notice of Hearing and Motion, declares under penalty

of perjury that the contents of this Motion are correct to the best of his knowledge,
information and belief.

Dated this day of October, 2004.

AGCOUNTRY FARM CREDIT
SERVICES, PCA

By: /s/ Merril Knodle
Merril Knodle,
Senior Loan Officer
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Asan, B8.0.No. CIF No, Loan No. - Product Codo  Call. Cots Customer ) Commitment Amount
72 B1 5405450 | 1110812200 2500 1 MCCONNELL FIELD $107,525.00
PROMISSORY NOTE/LOAN AGREEMENT
LENDER: AgCountry Farm Credit Services, PCA DATE: October 31, 2003
1749 38th St SW
Fargo North Dakots 58108-6020
LOANAMOUNT: § 107.525.00 MATURITY DATE: January 1, 2007
TYPEQFLOAN:  Intermediate Term (IT) Loan
STATED INTEREST RATE: 9.00 %

TYPE OF INTEREST RATE: VARIABLE RATE

LOAN PAYMENTS:

Monthly principal and interest éxayme‘nts of $1,530.00 shall be due commencing on December 1, 2003 and on the first day
each and every month thereafter until the debt is paid in full. In addition, a special principal payment of $20,000.00 each
shall be due on December 31st of each year commencing on December 31,2003 and annually thereafter until maturity
when any remalning principal and interest shall be due.

DRAFT PROGRAM:
Not applicable.

COLLATERAL: Paymant of the loan Is secured by:

All existing and future security agreements from all or any of the Borrowers (and from third partios if so intended) fo the
Lender. All of the covenants and agresmsnts contalned In sald securily instruments are made a part of this note.

DEFAULT ADD-ON RATE: 2.00 % will be added to the Interest rate that would otherwise be in effect for this loan, If Borrawers default as
explained In the Addltional Provislons,
VOTING STOCKHOLDER: Any ane stockholder Is authorlzed by the Borrowsrs to

exercise any voling rights on behalf of membiers, subject to applicable bylaws.

Borrowers further a‘?ree that a security Interest ls granted to Lender in all such stock or participation cartificates now owned and hereafter
acgma?ﬁchggggr dssignated or classifled, and all equity reserve and allocated aurplus In the Lender or Lender's parent assocjation, as applicable, to
88 .

FOR VALUE RECEIVED, the undersigned Borrowers jointly and severally promise to pay to the order of the Lender at its office shown shave on or
before the Maturlty Date the principal sum equal to the Loan Amount together with interest thereon from datas of disbursement until pald pursuant to the
Lender’s Individual Lean Pricing ra?ram (the "Pro ram‘?' as provided in the Additional Provisions. Borrowsrs grant ta the Lender, as security for the
payment of this loan and, if applicable, the other O ligatlons, as defined in the Additiona! Provislans, g pressnt securily interest or llan in the proparty
describad abave and, If applicable, the other Collateral, as defined in the Additionsl Provigions.

The Borrowers acknowledge recalpt of: a) pertalning to the Lender or the Lender's parent association, as applicable, the most recent annusl report
and most recent ?uanarly report, If more recsht than tha annual report;, a copy of the notice to Borrowers concarninﬁ Invastment, which Includes a
description of the terms and conditions undsr which equity Is Issued; capitalization bylaws and b) an Effactive Interest Rate Disclosure Statement or a
Truth- n-Lendln% Disclosure Statement, as arp licable,

THIS AGREEMENT INCLUDES THE PROVISIONS IN THE "PROMISSORY NOTE/LOAN AGREEMENT -- ADDITIONAL PROVISIONS."

AND THE PROVISIONS IN THE "ADDENDUM TO NOTE/LOAN AGREEMENT".

FIELD MCCONNEL

bt T (Dol

ALISON MCCONNELL © N

EXHIBIT

DIST B6 (04/2003) ‘ A -
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QOffice
o 72 | 61 | 5405450 | 1110812200 | 2500/ 1 MCCONNELL FIELD 107,525.00

ADDENDUM TO NOTE/LOAN AGREEMENT
October 31, 2003

This Addendum Is a part of, and contains additional terms and conditions for, a Fromissory Note/Loan Agresment ("Note") dated

October 31, 2003 , in the principal sum of § 107 525 00 , 8videncing a loan extended by
AgCountry Farm Credt Services, PCA {"Lender")

to the Borrowsrs. Unless waived In writing by the Lender, until all liabilities of the Borrowsrs under this loan have been pald and satisfiad in full, the
Borrowers covenant and agree as follows:

COVENANTS:

1. The following Covenants and Agreements Amend and Supplement the Note. To the

extent of any inconsistency between the pravisions of the Note and this Addendum, this

Addendum governs.

2. REMIT ALL LIVESTOCK SALES PROCEEDS: The first $20,000.00 in proceeds
obtained by Borrower from the sale of livestock in each calendar year shall be remitted
to lender, Proceeds in excess of $20,000.00 up to $30,000.00 in the calendar year may
be released to the Borrower upon Borrower's request. Proceeds in excess of
$30,000.00 per calendar year will be released to the Borrower at a rate of 50%.

3. HERD SIZE: Borrower shall maintain a livestock herd of at least 50 cows and 2
bulls.
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PROMISSORY NOTE/LOAN AGREEMENT
ADDITIONAL PRQOVISIONS (Page 1 of &)

INDIVIDUAL LOAN PRICING PROGRAM: Ths Program provides for
charging differential Interest ratas according to loan classes determined by
criterla adopted by the Lender from time to tme, such as type of loan,
purpose, amount, quality, funding casts, operating costs. semvicing costs,
and competitive Interest rates. There are separate types of |oans and
Intarest rates under the Program, each having @ different rate of interest,
and the loans within each class are assigned to an intersst rate category, it
Is possible that the particular rate for each class of loan may differ among
such geographical areas as may be designated from time to tims. In the
event that Borrowers default under the terms or conditions of any
promissory note, membership agreement, mongage or other security
document, or any amendatory agreement to any of these, the Lander at its
uption may adjust this lvan to any less favorabie interest rate category then
offered or malntalned by Lender for laans of this type. Tha higher interest
rate shall become effective immediately upon placement of this loan into the
less favorable Interest rate category by Lender, and the loan may, at the
option of Lender, remain in the less favorable interest rate category for the
remaining term of the loan, regardless of whether Barrowers later cure the
default. Lender shall not place the iozn into a less favorable Interest rate
category unless Lander has first given Barrowers written nofice of the
default, and Borrowers fall 1o cure the default within 60 days after Lender
has glven the notice. Notice shall ba deemed to have been given when
Lender places sush notice in ths mall for first-class maliing to the last
addrass of Borrowers known by Lender. In addition to adjusting the loan to
g less favorable interest rate category, Lender may also charge the higher
default Intarest rate described below.

INTEREST RATE: Ifthisis a:

{a) Variable Rate lcan, the initial annual rate of Interest is egual to the
Staied Interest Rats. The Interest rate Is subject lo change at any time and
by any amount during the term of the loan and wlli vary from tima ta time at
tha option of the Lender,

{b) Fixod Rate loan, the annual rate of Interest Is equal to the Statad
Interest Rate. The interest rate is not subject to change during the term of
{ha loan and wli not be Increased or decreased except in the event of
default.

(c) Adjustable Rate Operating RLOC, the Inltial annual raie of Interest is
equal to the Stated Interest Rate. The interest rate Is subject to change at
any fime and by any amount during the tarm of the loan, but only on and
aflar the first adjustment dats, and the rate will not be Incressed or
decreasad prior to that date except In the avent of default,

{d) Adjustable Rate loan or an Adjustable Rate IT loan or an
Adjustakble Rate Capital RLOC, the initlal annual rate of interas! is equal to
the Stated Interest Rate. Ths Interest rate Is subject to change by any
amount during the term of the loan, but only on the first adjustment data and
on dates occurring at the end of the successive adjustment Intervals
thereafter, and the rate will not be increased or decreased during any one
such interval except In the event of default.

{0) Adjustablo Rate Prime Rate Based loan, the initial annual rate of
interest Is equal to the Stated Interest Rate. The index for adjustments lg
the prime rate reported on the tenth day of the month preceding the interest

rata change date by the Wall Straet lournal In its daily fisling of money

rates, defined thereln as "the base rate on corporate loans posted by at
laast 75 percent of the natlon's 30 largest banks.” if a prime rate is not
reported on the tenth day of a month, the prime rate reported on the first
business day preceding the tenth day of the month will be used. If this index
Is no longer avallable, Lender wili solect a new Index which is based upon
comparable information.,

() Capped Non-indexed Varlable Rate loan, the Injtlal annual rate of

interest | equal to the Stated Interest Rate. The interest rate Is subject to
changa at any time and will vary from lime to time st the option of tha
Lender. The interest rate s not based on an index. Except during perlods
of defauit when the additional psrcantaga paints specified herein shall be
added lo increase the interest rate, the interest rate may not increase or
decresse by more than 6.00 percantage points above or below the initial
annual rate of interest on any single change date or during the term of the
Loan. .
{g) Fixed Then Indexed Adjustable Rate loan, the inltial annual rate of
Intarest is equal to the Stated Interest Rate, Once the interest rate changes
to an adjustable Interest rate at the end of the fixed Intarast rate period, the
index for adjustments is the estimated weekly average for one-year bonds
funding cost Index as reperted by the Federal Fanm Credit Banks Funding
Carporation at its Web site, found In the Publications and Archives section
at hitp/iwww.farmeredit-ficb.com, for that week which conlains the date
that is 45 days before the date lhat the adjustable interest rate is lo be
initially determined or subsequenily adjusted. If the date that is 45 days
bafore alther the explration date of the fixed Interest rate period or an
Adjustment Interval Is not a business day, the Lender shall use that
estimated waskly average for cne-year bonds funding cost Index for that
week which includes that business day which Immediately precedes the
45-day date. If this index is no longer avallable, the Lender will select a

new index which Is based on comparable Information. The Lendar will glve
the Borrower notice of this choica,

{h) Indexed Adjustable Rate loan, the Initial annual rate of Intersst is
equal to the Stated Interest Rate. The index for adjustments is lhe
estimated weekly aversge for one-year bonds funding cost index as
reported by the Federal Farm Credit Banks Funding Corporation at its Web
site, found in the Publicatons and Archivas section al
http:fiwww.farmeredit-ffich.com, for that week which contains the date that Is
45 days before a dale the Interest raie Is to be adjusted. If tha date that is
45 days before a date the interest rate Is to be adjusted Is not a buginess
day, the Lander shall use that sstimated weeakly average for one-year bonds
funding cost Index for that week which includes that businass day which
immedialely precedes the 45-day date. If this index is na longer available,
the Lender will zelect a new index which Is based on comparable
Information. The Lender will give the Borrower notica of this choice.

(1) Adjustable Rate LIBOR Based loan, the inltial annual rate of intereat
Is equal to the Stated Interest Rate. The Index for adjustments is the One
Month London interbank Offerad Rate ("One Month LIBOR") reporied on
the tanth day of tha month praceding the interest rate change date by the
Wall Street Journal in its dally listing of money rates, defined thereln as "the
average of interbank offered rates for dollar deposits In the London market
based on quotations at five major banks." If a One Month LIBOR rate Is not
reported on the tenth day of a month, the One Month LIBOR rate reported
on the first business day preceding the tenth day of the month will be used.
If this Indax Is no longar avaliable, Lander will selact a new-index which.is
based upon comparable Information. ‘

Interast may be based upon a 360- or 3685-day year as the Lender may
detarmine.

DEFAULT RATE OF INTEREST: Prior to maturity, If Borrowers default
undar thls document, the entira unpald principal balanca of the loan,
Including all advancements, shall bear Interest from the date of default until
tha default is cured or maturlly of the loan Is accelarated by reason of
default at a rate equal 1o the Interest rate for this iban that would otherwlze
be in effact during the period of default plus the Default Add-On Rate per
annum {the "default rate"}), and the amount of such Interast In excass of
interest otherwise accruing in the absence cof default shall be immediately
due and payable. At maturlty or upon acceleration of maturity by reason of
default, the entire Indebtednass Including all principal, interest and
advancemants shall baar Interest untll pald at the default rate In offect at the
time of maturity or acceleration of maturity, as the case may be.
DISBURSEMENTS OF PRINCIPAL: Disbursements of principal may be
madse at varicus times at Borrowars' requast, subjact to the provisions of
this paragraph. Repayments of principal under a Revolving Ling of Credit
reinstats tha loan commitment, subject fo the terms of this document, but
the total of the unpald balanca of futurs advances togather with the exisling
Indeblednass hereunder, In the aggregate st any one time outstanding,
shall not excead the Loan Amaunt; atharwizse, rapayments of principal do
not reinstate the loan commitment, and tolal disbursements, In the
aggregate, shall not exceed the Loan Amount. The Lender may withhald
further disbursements If It determines that: (a) the value of tha Collateral is
insufficient; (b) loan procesds have been used for purposea not approved
by the Lender; () loan payments have not been made In accordanca with
the repayment plen contained in the loan epplication; or {d) an event has
occurred which entities the Lender to accelerate maturity of the loan.
DRAFT PROGRAM AGREEMENT: I[f the Draft Program Is applicable to
this loan, the Borrowers may drew loan funds using the draft forms
furnished by the Lender, subject to the following terms and conditions:

(a) The Borrowers autherize and direct the Lender and its duly authorized
agents {o accept drafis made or drawn by any one of the Borrowers and 1o
disburse loen funds accordingly, as spacifiad In this document. The
Borrowsrs may be charged a reascnable fee for this program and the cost
of printing drefts,

{b) The Barrawars |ointly and severally accapt responsibility for all
disbursements made pursuant to this authorization and direction. Tha
Lender shall nat be obligated to Inguira as to whether the Borrowers have
issued specific directions for any particular draft or o determine whether the
Borrowers have received the benefit of the proceads of any particular draft
before honoring such draft, Drafts may be depasitad directly into the bank
account of any one of the Borrowsrs.

{¢) The minimum amount for which each draft may be written is the
Minlmum Draft amount. In the event that Borrowers write any draft for an
amount below this minimum, the Lender may charge Borrowers &
raasonabie fao for aach draft that ls not in compliance.

(d) Drafts may not be written in excess of the undisbursed loan
commitment, The Lender reserves the right to revoke all future draft
privileges without notice to the Borrowers In the event of an overdraft and
the right to reject drafts that sre not written for purposes specified in the
loan documents or pursuant to these terms and conditions. In the event
that Lender chooses to honor a draft which exceeds the available loan
commitment, Barrawars are liable for full repayment of the funds thus
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PROMISSORY NOTE/LOAN AGREEMENT
ADDITIONAL PROVISIONS (Page 2 of 4)

borfowed, plus interest, and Lender may charge Borrowers a reascnable
overdraft fee.

{8} The Borrowers agree to immexdiately notify the Lender in the avent cne
or more drafts are losl, stolan, desiroyed er otherwise misused and to
Indemnify the Lender and hald the Lander harmiess from any loss or claim If
any draft is lost, stolen, forged, alterad or otherwise misused if the Lender
did not have notice of tha same at least 24 hours prior to honering such
draft.

(N The Borrowers may stop paymant on a drafl by request to the Lender.
The Borrowers will be charged a reasonabla fee for esach stop-payment
order and agree to relmburse the Lender for all damages, costs and
pxpenses as a result of the Lender's refusal to honar such draft. The
Lender shall not be limble in the event the draft Is honored followlng a
stop-payment order if such order is nat received in sufficient time to permit
dishonor.

{5) This authorization and direction shall be effsctive as to this and, with

the Landers approval, other existing and futura loans to the Borrowars and
shall continue in force and effect until the Lender recelves wrltten notice of
revocation signed by the Borrowers, provided the privilege of using drafts
may be withdrawn by the Lender and unused drafts must be surrendered to
the Lendsr on demand.
FUNDS HELD PROGRAM: Lender may offer a Funds Held Frogram
("Program”) that allows Borrowers to make advance conditional payments
on designaled loans. Lender reserves the right, In Its discretion, to amend or
terminate the Program. The following terms and conditions apply to all
Program accounts in connection with loans from Lender.

{a) Sublsct to Lenders rights to dirsct the application of payments, an
advance payment made to be applied to future maturities on a loan will be
placed in 8 Program acuount ("Account”) as of the date recalved. f a
special prepayment of principal s desired, Barrowers must so speclfy when
an advance payment {s made.,

(b) Interest wilt acerue on funds In the Account at such timas and at such
rates ay per Lenders Program. Lender may changs the Interest rate or
accrual perlad from time to time without notice. The Frogram may provide
far different Interest rates for different categorles of loans.

{¢) When a toan Installment or other related charge bacomes due, funds In
the Account for that loan will be automatically applled on the dus date
toward payment of the installment or related charge. Any accrued interest in
the Account will be applied first. If the funds In the Account are not
adequate to pay the entire instalment or related charge, Borrowers must
pay the difference by the [nstaliment due date.

(d) Funds recelved afler a foan Installment or relfated charge has been
billed will be applled to the Instaliment or ralatad charge due. Funds
recelved in excess of the billed installment amount or releted charge will be
placed in the Account,

Even though no installment or related charge is due, Lender may, st Its
option, apply funds from the Account without notlce to Borrowers as follows;

- Protective Advances. If Borrowers fail to pay when dug other ltems
Borrowers are required fo pay pursuant to any loan document, Lender may
apply funds In the Account to pay them.

- Account Ceiling. !f the Account balance exceeds the unpaid balance
on the loan, Lender may apply the funds in the Account to pay off the loan
and will returmn any excess funds.

- Transfar of Sacurlty. if Borrowers sell, assign, or transfer any interest
In any collateral for the loan, Lender may apply the funds In the Account ta
the remaining Ioan balance,

- Deceased Borrowers. If all Borrowers are deceased, Lender may
apply the funds in the Account to the ramalning loan baiance,

- Termination of Program. If Lender decides to terminate the Program,
it may apply all funds in the Account to the remaining loan balance effective
on the termination date.

() Lander may, in its discration, permit Borrowers to withdraw funds from
the Account In accordance with Lender's Program.

{f) Neither the advance payments nor the accruad interest in an Account

are insured by a governmental agency or instrumentality. i Lender is
placed in liquidation, Borrowers shail be sent by the recelver such notices as
requited by FCA regulations then in effect. Such ragulations currently
provide for advance natice from the receiver that funds in the Account will
be applied to the loan and that funds in the Account will not earn interest
after the receiver is appointed.
LOAN PAYMENTS: If the loan is payeble in Instaliments and the perlod
from the day Interest begins to the due date of the first instaliment Is more
than the interval between instaliments, thera may be an Interest anly
payment due one installment interval prior 1o the due date of the first
installment, or the interest may be Included In the first instaliment at the
option of the Lender, but if such period is less than the interval between
installments and princlpal and intarest are payable in equal instaliments,
then the first installment will be decreased by the amount of interest nat yet
accrued for that installment, The final instaliment may be more or [ess
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than precading instaliments, If any, and any periodic adjustiments to the
Interest rate will result in corresponding changes in the amount of
installments, i the loan Is payable In Installments, or the amount due at
maturity. The Borrowars may make advance payments in any smount and
at any time without penalty, Prepayments shall. at the. option of the
Lender, (8) be held by the Lender and then applied to instaliments of
principal and Intarest next scheduled to mature in the order of maturity, (5)
be Immediately applied to psymsnt of principal then outstanding, resulting
in & reamortization of the remaining balance of the loan aver the remaining
term under the existing payment plan and In a correspanding reduction in
the amount of future installments of principal and interest, or {c) be
Immpdlately applied to payment of principal then cutstanding, with, If an
amonlzed loan, a corresponding reduction in the number of future
Instaliments of principal and Interest in the Inverse order of maturity, thus
discharging the loan at an earller date; provided, in any event, the Lender
may, al its option, first epply any such prepsyments to the payment of
interast accruad to tha dats of prapayment.

PERSONAL PROPERTY AND FIXTURES: The following subsections (1)
and (2) Including the definitions apply, In addition, oniy i the collataral
descrlbed on Promissory Note/ll.oan Agreement, and each addendum
thereto, is personal property or fixtures:

{1) Obligations and Collateral. The Borrowers grant to the Lender as
aacurity for tha payment and performance of this loan and the ather
Obligations a seeurlty Interest in all of the Borrowers' rights, litle, and
interest in the Collateral, including all rights to transfer an interest in the
Collateral. "Obligations” means this loan and all other loans and advances
by the Lender except any loan to which a Basic Membarship and Lending
Relationship Agreement (Rural Residence/Country Living Loans) applies
including: (a) existihg and future lndebtedness, llabllitles, and other
cbligations of the Borrowers to the Lender of any kind, absolute or
contingent, due or to bacome due, arising out of existing or future cradit
granted by the Lander to the Borrowers, or any ong or more of tham, and
all extenslons and renswals thereof from time fo time; and (b) all costs
jncurred by tha Lander in anforcing s rights under this document with
interest, including eftomey's fees and legal costs, "Collateral" means (s)
the property described on Promissory Note/lLoan Agreemant and sach
addendum thersts; (b) &l addltions. sccessions, replacements, and
substitutions of the Collateral and property of similar fype ar kind now
owned or hereafter acquired by the Borrowers; and (c) to the extent ot
included in (a) or (b) as original Collateral, all products and proceads of ihe
Collateral. If the Collateral Includes crops now growing or to be grown In
North Dakota, the foliowing provision is part of this document:

This security agreement covers crops now growing.
This security agreement also covers future crops to be
grown in the current year or any year hereafter.

The Borrowers sgree to deliver upon the request of the Lender such
additiongl securlty instruments as the Lender may desm necessary at any
fime.

(2) Warrantles and Agreements: The Borrowers warrant and agree
that:

{a) The Borrowers are the absolute owners of the Collateral free from
any encumbrances, liens, security interests, or equity interests, except for
the sacurity interast grantad hareln and except as disclosed by the
Borrowers fo the Lender in writing,

(p) The Borrowers shall: (1) care for tha Collateral and not permit its
value ta be impalred; (2) keep the Collateral free from all encumbrances,
fiens, and securlty Interests, other than those created or expressly
permitted hersin; (3) defend the Coliateral against all clalms and legal
proceedings by persons other than the Lender: (4) pay and discharge when
due gl taxss, license fees, levies, and other charges upon the Collateral,
and (6) immediately inform the Lender in writing of any change In
Borrowers' address or the location of the Collateral. Logs of or damage to
the Collateral shall not release the Borrowers from any of the Obligations.
Upon damand, the Borrowers will provide additional collateral acceptable o
the Lender.

{c) At the Lender's request, the Borrowers shall keep all Collatsral and
the Lender's interest in it insured under policies naming the Lender as loss
payee, with provisions, coverages, amounts, and by Insurers satisfactory to
the Lender, and the Borrowers shall furnish Lender satisfactory evidence of
such Insurance.

(d) The Barrowers shall pay all expensas which are permitted o be
racovered from the Borrowars by applicable law and, upon request, take
any action reasonably doamed advisable by the Lender to preserve the
Collateral or to establish, determine the pricrity of, perfect, continue, or
enforce the Lendar's Interest in the Coliateral.
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{e) The Lender is authorized to examine the Collateraf at reasonable
times,

{f) The Borrowers shall not dispose of any of the Collateral without the
authorization of the Lender and, excapt as otharwisa agread to in writing by
the Lender, shall apply the proceeds of all dispasitions of the Collateral to
payment of this loan,

g) The Borrowers understand that the unauthorized disposition of
Collateral with intent to defraud the Lender constitutes a fedetal criminal
offense.

{h) The Borrowers hereby autharize the Lender to file all financling
statements describing the Collateral. and all amendments theralp, in any
offices as the Lender, in its sole discretion, may determine. Ths Borrowers
hereby also authoriza the Lender o file ail effactive financing staternents
describing the Collatoral pursuant to 7 U.S.C. section 1631, and all
amandmaents therats, in any offices as the Lenders, in its sole discretion,
may detarmine,

() If the Collateral Includes federal or state government program
entitiements or payments, the Borrowars shall exacute and deliver to the
Lender all asslgnments, transfers, and other documents required by the
Lender to transfar, convey, and assign to the Lander all such faderal and
state govemment program entitiements, payments, rights to payment
whethsr or not eamed by performance, accounts, general intangiblas, and
benefits.

, . ()-All terms in this Agreement that are defined in the Uniform
Commercial Code, as enacted in the stale in which Lender's offlce
priginating thia Loan Is located and as amended from time to time ("UCC"),
shall have the meanings set forth In the UCC. The meaning of a term
hereunder shall automatically change on the effective date of each
amendment to the definition of such term In the UCC.

{k) For each Borrower that is not an individual, the legal nama of each
such Borrower s as get forth in the Note or an addendum therato. None of
the Borrowers have used any trade name, assumed name, or other hama
except those set forth in the Note or an addendum thereto, The Borrowars
shall give the Lender written notice at least 30 days before the date of (1)
any change in any Borrower's name or {2) eny use by eny Borrower of
another name.

{!) if any of the Borrowers ls a Registered Organization, as that term is
defined In the UCG, all informatlon provided by the Borrowers to the Lender
conceming the state(s) of organization for the Borrowers Is lrue, accurate,
and complete. None of the Borrowers shall change lts state of organization
without the prior written consent of the Lender, Borrowars shall provide the
Lender with written notice at least 30 days befora the data any Horrower
takas any aclien to change its state of organization.

(m) If any of the Borrowers Is an Indlvidual or an entity that is not a
Registered Organization, &ll information provided by the Borrowars to the
{ender concerning the address of an indlvidug! Borrowar's rosidenca ar tha
address of the chief executive office of an entity that is not & Registerad
Organization Is true, accurate, and complete, None of the Individual
Borrowers shall change that address of residence without providing written
notice to the Lendar at least 30 days before the sffective date of such
address change. None of the Borrowers that are entities that are not
Ragistarad Organizations shall change that address of the chief executive
ofice without providing written notice to the Lender at least 30 days befare
the effective date of such address change.

{n) To the axtent that the Borrowsers use proceeds of the Loan
extended by the Lender to purchase Collateral, Borrowers' repayment of
the Loan shall apply on a “first-in-firat-out” basis so that the portion of the
Loan used to purchase a particular ltem of the Collaters! shall be paid In
the chronological order the Borrowsrs purchased the Collateral.
FINANCIAL RECORDS: The Borrowers agree to malntain complate and
accurate financlal books and records for Barrowers' business, permit
access by the Lender and to provide periodic fingnclal information as
requested by Lender in a form accaptabls to Lender,

PAYMENTS BY LENDER: The Lender is authorized but not obligated to
pay the following items end charge them to the loan with Interest at the
rate(s) then applicable to this Ioan: (a) amounts required to pay prior liens
on the Collateral; (b) the cost of instrance carried by the Borrowers In
connection with this foan or any financially related service offered by or
through the Lender; (c) appraisal and titla evidence costs, recording and
fiiing fees, and similar Items; (d) amounts raqulred for the Borrowers to
acquire and maintain stock or participation cortificates In the Lender or the
Lendar's parent assoclation, as applicatle; and (e) any accrued interest
heraunder that is not paid when duse,

EVENTS OF DEFAULT: Each of the following constitutes a default by
Barrowers under this document; (a) the fallure to perform any warranty or
agresment contained in this document or In any Instrument securing
paymsant of this loan or related fo this loan: (b} default under any other
promissory note executed by the Borrowers, or any one or mare of them,

and payable to the Lender except any note to which a Basic Membership
and Lending Relationship Agreement (Rural Rasldsnce/Country Living
Loans) applies; (c) default under any lease executed by the Borrowers, or
any one or mora of them, under which the Lender Is the Lessor, and, it
shall also be an event of default under this document if an event of defauft
occura on any other loan or lease that any of the Borrowers has with either
the Lender's parent association or any subsidiaries of the Lender's parent
assaciation: {d) any statement or report furnished by the Borrowers fo the
Lender s false In any material respect; (@) any Collateral is lost, stolen,
substantially damaged, destroyed, or, without the Lender's consent. sold or
encurmbered; () mny of the Borrowers dies, ls dissolved, declares
Insolvency, Is declared Insolvent, or is the subject of any proceeding under
any bankruptcy or insolvency law: or (g) the Lender, in good faith, deems
ltseif Insecure or determines that the prospect of payment of thig loan or
the prospect of performance of this or any other instrument securing this
loan or relating o It Is impaired.

LENDER’S REMEDIES: Lender, in addition to other rights provided in this
docurnent or by law or agreement, may do any one of more of the following
If Borrawers default under this document; (a) declare this loan and any or
all other loans to Borrowers or any ana ar more of them (excapt any loan to
which a Basic Membership and Lending Relationship  Agreement (Rural
Resldance/Country Living) applies) Immediately due and payable; (b) as to
Collateral which s personal property or fixtures, exercise all the ramadies
of a secured party under the Uniform Commercial Code including withaut
limitatian: (1) without notice to the Borrowers or judicial pracess peaceably
enter upon any premises where the Collateral is located, taks possassion
of It and remove it from the premises; (2) require the Borrowers to
assemble the Collateral and make it available to the Lender at a place
designated by Lender which s reasonably convenlant lo both parlies; and
(3) use and occupy the Borrowers' pramises to care for livestock collateral.
Crops are petishable and may decline speedlly in valte and the Lender at
Borrowers' expense may care for and harvest the crops and dispoze of
thern at private sale; (4) require Borrowars to reimburss the Lender for
axpansas Incurred by the Lender in pratecting ar enforcing its rights under
this document, Including without limitation reasonable attorney's fees
and legal expenses when permitted by law, (5) After deduction of
expenses, the Lender may apply the procesds of disposition to the
Obligations in the order and amounts It elects.

ASSIGNMENT OF LOAN: The Lender may not assign or otherwise
transfar this loan to any party other than AgriBank, FCB and its succassors
{the "Bank"), whether absolutely or as collateral socurity and whether In the
ordinary course of businass or atherwlise, without the exprass written
consent of the Bank. If this loan is assigned or otherwise transferred to the
Bank or another institution charterad pursuant to the provisions of the Farm
Cradit Act of 1971, as amended, ("Act”) the interest rate hereunder may be
establishad by such Institution in accordance with the provisions of this
docurment. If this loan Is assigned or transferred to & party not chartered
under the Act, notwlthstanding any cantrary provislen in this documant, in
the absence of maturity or accalaration, the following apply:

{s) If this is a Varlable Rale Joan or an Adjustable Rate Oparating RLOC,
adjustments In the Interest rate wii be made only on the dates oceurring at
successlve intervals of one year each after the first dey of the month and
year of such assignment based upon an index and margin. The Index will
be the weekly average yleid on United States Treasury securities. as made
avallable by the Faderal Regsarve Board, adjustad to a constant maturity of
one year.

(b) H this Is an Adjustable Rate Capltal RLOC or Adjustable Rate IT loan,
the interest rale will continue to be adjusted an the dates and intervals
described therein based upon an index and margin. The Index will be the
game as for a Varlable Rate Loan, except i will be edjusted 16 8 constant
maturity of a length equal to the lsngth of the interval betwesn adjustmants
specified above (If U.S. Treasury yield figures are not available for this
length, the U.S. Treasury yield figures which are availabls for the closest
langth of time which is shorter than the interval between adjustments will
be used).

(¢) For Interest rate adjustments under (a) and (b). the margin wiif be the
amsunt by which the Interest rate In effect for this loan at the time of the
assignment, in the absence of default. exceads the Index that would have
baen effactlve for the date that this interest rate was established for this
loan (the fast previous repricing date). The new interast rate wili ba
calculated by adding the margin to the applicable cufrent index and
rounding the total to the nearest one-sighth of one percent, subject
however, to the provision herein for a higher default rate. The current
index will be the most recent index available as of 45 days before the date
the Interest rate Is to be adjusted. If the applicable index iz not gvajlable,
the Lender will select a new index which is based upon comparabls
informatian. The interast rate shall never exceed the rele permitted by
applicable law.
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{d) If this Ia an Adjustable Rate Prime Rate Based loan, the margin that
is used for interest rate adjustments shall remain fixed for the remaining term
of the loan at the margin amount that is In effect at the time of the
asgignment,

WAIVER: The Borrowers and other parties to this transaction (except the
Lender), and each of them, whether principal, surety, guarantor, endorser, or
other party, agree to be jointly and severally bound and, further, walve
demand, protest, and notice of dernand, prolest, or nonpayment, and agree
that the llabliity of each shall be unconditional without regard to the liahility of
any other party and shall not be affecied by any Indulgence, extension or
extensions of time. renewal, waiver, release of any party or of any Collsteral,
or ather medifications granted or consanted to by the Lander. The rights and
powers granted to the Lender hereunder shall not, nor shall any provislon
hereof, be waived except in writing signed by the Lendar, and the provisions
hereof shall not be modiflad, limited, or walvad by any prlor or subsequent
course of dealing between the partles or between the Borrowers and third
parties or by any usage of trade. To the extent the Bank gives or has given
value to the Lender In rellanca herson, either by way of loan or dlscount, the
Borrowers hereby waive any and all other defanses or right of offset which
the Borrowers or any of tham may or might hava against the Lander when
this document is held by the Bank, Its collataral custadian, or the successors
or assigns of aithar.

APPOINTMENT OF AGENT: Each of the Borrowers hereby appoints each of
the other Borrowers as agent for the purposes of this loan and, If applicable,
the - Obligations and agress that loan funds, dividends, stock retiroment
procesds, and othar distributions may be disbursed to or by ordsr of any one
or more of them. This appointment shall continue untll writlen notlce of
{ermination Is racelved by the Lender,

ASSOCIATION MEMBERSHIP: The Borrowers agree to purchase and
maintagin stock or pariicipation cerlificates in the Lender or the Lender's
parent association, as applicable, in amounis as may be required from time
to time under the Capital Plan adopted by the Beard of Diractors pursuant to
applicable Bylaws.

MODIFICATION: Nu modification of this document or any related document
shall be enforceable unless in writing and signed by the party agalnst whom
snforcament Is sought Oral agreements or commitments to
loan money, extend credit, or to forbear from enforcing
ropayment of a debt Including promises to extend or
renew such debt are not enforceable. To protect you (the
Borrowers) and us (the Lender) from misunderstanding
or disap?ointment, any agreements we reach covering
such matters are contained in this writing, which is the
complete and exclusive statement of the agreement
bet\év‘?e?t us, except as we may later agree in writing to
modify It.

REPORTING: Lender, its agents, successors and assigns may report
Borrowers' names and information regarding this loan and all of Borrowers'’
past and future loans to credit reparting agencies.

FOR ILLINOIS AND MISSOURI LOANS ONLY: Unless you (the Borrowers)
provide us (the Lender) with evidence of the insurance coverage required by
your agreement with us, we may purchasa Insurance at your expensa {o
protect our interests In your Collateral. This Insurance may, but nesd not,
protect your interests. The covarage that we purchase may not pay any
claim that you make or any clalm that is madse agalnst you In connaction with
the Coliataral. You may later cance! any insurance purchased by us, but anly
after providing us with svidencs that you have obtained Insurance as required
by our agresment. If we purchase insurance for the Collateral, you wil! be
responsible for the costs of that insurance, including Interest and any other
charges we may impose in connection with the placement of the insurance,
untll the effective date of the cancaliation or expiration of the insurance. The
costs of the insurance may be added to your total outstanding balance ar
obligation. The costs of the insurance may be more than the cost of
insurance you may be able to obiain an your own,

POWER OF ATTORNEY: Borrowers hereby irrevocably appoint the Lender
as Borrowers' atforney-in-fact to act for the Borrowers with full authority in the
place and name of the Borrowers to take any aclion and 1o execute any
instrumant which the Lender may deem advisable to accomplish the
purposes of this Agresment, including autherity - {a) to endorse, collect, sue
for, compramise, and recelva any drafts, instruments, documents, or moneys
due in connaction with the Collateral; (b) to file any claims or take any action
or institute any proceedings which the Lender may deem desirable for the
collection of any of tha Collateral or otherwise to enforce the rights of the
Lander with raspect to any of the Callateral; (¢) to disburse funds including
paying Insurance premiums, taxes, liens, and other costs of praserving the
Coliateral; and (d) to establish, determine priority of, perfect, continue
periected, praserve, enforce, or terminate the Lenders rights and Interests
under this Agreemeni. The Lender may charge its expenses of dolng so to
any of the Obligations and the Borrowers shall pay them upen

demand with interest from the date each expense is incurred at the rate in
effect on the date each expanae is Incurred on the appllcable Obligation.
AUTHORIZATION FOR ACCESS TO [INFORMATION: Barrowers
acknowledge and agree that the vaerification or reoverification of any
Information, whether contained in the Borrowers' loan application or in any
other manner supplied by the Borrowers to the Lender in connection
therewith, may be made at any time by the Lender, its agents, successors, or
assigns, either directly or through a cradit reporting agency. from any source
whether named in the Borrawers' loan application or otherwise provided to the
Lender by the Borrowers.

BORROWERS' PRIVACY DISCLOSURE: Your privacy is important to us.
Ws want you to know that we hold your financial and other personal
Information in strict confidenca. Since 1972, Farm Credit Administration
reguletions have forbidden the directors and employees of Farm Credit
institutions from disclosing personal borrower information to others without
your censent, We de not ssll or trade our custamers' persenal information to
marketing companies or Information brokars.

FCA rules allow us to disclose customer information o athers only In
these sltuations:

- We may give it to another Farm Cradit institution that you do business
with,

- We can be a credit reference for you with other lenders and provide
information to a cradlt bureau or other consumer reporting agency.

- We can provide Information in certain types of lagal or law enforcamant
proceedings. o ' T oo on

- FCA sxaminers may review loan filas during reguiar examinations of
our association,

- If one of our employaes applies to become a licensed regl estate
appraiser, we may give coples of real eatats appraisal reports to the State
agency that licanses appralsars whan raquired. We will first remove as much
personal information from the appraisal report s possible,

As a member/iownar of this institution, your privacy and the security of
your personal information are vital to our continued ability to serve your
ongoing credit needs,

UNAUTHORIZED DISPOSITIONS AND FALSE STATEMENTS: Borrowers
understand that It Is a federal crime punishabla by fine, Imptisonmaent, or bath
to knowingly make any false statements in the Barrowers' loan application s
eppliceble under the provisions of Titla 18, United States Cada, Section 1014,
Borrowers also understand that any unauthorized disposition of Collateral or
the making of any false statemant or report to the Lendsr In connection with a
loan could result In civll and criminal consequences to the Borrowers as
apgll;:g?le under the provisions of Title 18, United States Code, Sections 658
an 4,

PARTIES BOUND: Each person signing the Note, athar than the Lendar, Is a
Barrower, The Obligations of ail Borrowers are Joint and several, and all
Borrowers hereby acknowledge receipt of all proceeds of the Loan, This
Agresment benefits the Lendar, )ts successors, and assigns. This Agresment
shall bind the Borrowers, the Borrowers' heirs, personal representatives,
successors, and asslgns, and all persons and parties who become bound as 2
Borrower under this Agreement. .

FEES CHARGED: Lender has suthority to charge and Borrowers agree to
pay any reasanable faes and costs charged by Lender to amend the terms of
this Loan. Borrowers give Lender authority to advance such fees and cosis
and charge tham to the loan. If Borrowers do not immedilately repay such
advance, interest at the default rate shall begin to accrue on the amount
advanced. The absence of express authorlly in this Promissory Note/Lean
Agreement to charge a specific fee or cost fo Borrowers shall not be
construed as a prohibition on the charging of such fees or costs,
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GRANT OF SECURITY INTEREST, For value received, the undersigned Debtor, whether one or mors, grants to
AgCountry Farm Credit Services, PCA {after this called "Secured

Party"), whose address is 1749 38th St SW Fargo

North Dakota 58108-6020 , @ security interest in the property described in Section 2

(after this called "Collateral") to secure the payment and performance of the obligations described In Section 3 (after this called
*Obligations"). ' :

COLLATERAL DESCRIPTION. The Collateral is the property described in one or more Exhibits to this Agreement which are
by this reference incorporated into this Agreement.
OBLIGATIONS SECURED. "Obligations™ means:(a) all existing and future loans, advances, indebtedness and payment and
performance obligations owed or owing to Secured Party arising out of existing or future credit granted by Secured Party to Debtor
(or any of them, if more than one), to Debtor and another, to another guaranteed or endorsed by Debtor, or to another designated
by Debtor, whether direct or indirect, absolute or contingent, including both consumer and commercial credit, and both long-term
and short-term credit; and (b) all existing and future payment and performance obligations of Debtor arising out of this Agreement
and (c) all costs and expenses incurred by Secured Party in protecting or enforcing its rights under this Agreement with Interest
from the date incurred at Secured Party's applicable loan rate on the date incurred, including, to the extent permitted by law,
attorneys’ fees and legal costs and expenses.

DEBTOR'S DUTIES REGARDING COLLATERAL. ) ‘

4.1 Prohibition on Disposition of Coilateral by Debtor. DEBTOR SHALL NOT SELL, STORE OFF-FARM, LEASE OR
OTHERWISE DISPOSE OF ANY COLLATERAL EXCEPT AS FOLLOWS:

a) Subject fo any restrictions stated in an addendum to this Agreement and to Secured Party’s continuing security interestin
all proceeds and accounts arising from permitted disposition of Collateral, Debtor, before default, may in a commercially
reasonable manner, (1) market milk, (2) market eggs, and (3) use feed, crops and products of crops as feed for Debtor's
livestock and poultry; or b) as specifically authorized in .a writing signed by Secured Party or in an addendum to this
Agreement. Secured Party reserves the right, in its sole discretion, to revoke or modify any permission given Debtor to
dispose of Collateral. « -

4.2 Ownership Warranty. Debtor warrants that Debtor is the absolute owner of all Collateral free of all interests, liens,
encumbrances, options and security interests except: (a) Secured Party’s security Interest and (b) those disclosed to
Secured Party by Debtor in writing. )

4.3 Reslidence and Locatlon. Debtor's residence (if Debtor is a corporation or partnership, place of business or chief
executive office if more than one place of business) Is in the county and state shown above Deblor's signature. If all
Collateral is not in this county, its location is (county or counties and state(s):

This designation of location is not part of the description or identification of the Collateral. Collateral shall not be removed
from the county of the location indicated except with the prior written consent of Secured Party. Debtor shali immediately
inform Secured Party in writing of any change in Debtor's address or the location of the Collateral.

4.4 Records and Reports. Debtor shall keep permanent records of all material information on the acquisition, maintenance,
identification and disposition of all Coliateral in a form acceptable to Secured Party. Secured Party shall have the right to
examine and copy these records at reasonable times and places. Debtor's records are kept at Debtor's present residence
and shall not be removed from the state of Debtor’s present residence. Debtor agrees to furnish Secured Party with written
reports on the Collateral with content and at times as Secured Party may reasonably request.

“ 4,5 Maintenance of Collateral. Debtor shall: (a) care for the Collateral in accordance with good agricultural practices and not .
permit its value to be impaired; (b) keep it free from all liens, encumbrances and security interests (other than those created
or expressly permitted by this Agreement); (c) defend it against all claims and legal proceedings by persons other than
Secured Party; (d) pay and discharge when due all taxes, license fees, levies and other charges upon it; (e) not permit it to
become a fixture or an accession to other &oods exce'ﬂjt as spaclﬂcallr authorizedin a writlng signed by Secured Party and (!
not permit it to be used In violation of any law, regulation or policy of insurance. Loss of or damage to the Coliateral shall no!
release Debtor from any of the Obligations. . - N

4.6 Insurance. Debtor shall keep all Coliateral and Secured Party's interest in it Insured under policies with provisions, .
coverages, amounts and by insurers satisfactory to Secured Party from time to time. Debtor shall furnish Secured Party with
evidence of this insurance satisfactory to Secured Party. At Secured Party's request, Secured Party shall be specifically
named in an appr%)ﬂate union or standard mortgage clause endorsed on the policy. Debtor assigns and directs any insurer
to Bay fo Secured Party the proceeds of this insurance and all premium refunds. Debtor authorizes Secured Party to‘endorse
in Debtor's name any Instrument for such proceeds or refunds. Secured Party shall have the option to apply the proceeds
and refunds to any of the Obiligations, whether or not due, or to restoration of the Collateral, returning any excess to Debtor.
Secured Party is authorized, in the name of the Debtor or otherwise, to make, adjust and settle claims under any credit

insurance financed by Secured Party or any insurance on the Collateral and to cancel the insurance after the occurrence of
an event of Default. :

T 47 :pspectlon. Debtor shall permit and assist Secured Party to verify and inspect the Collateral wherever located at reasonable
imes. L

THIS AGREEMENT INCLUDES ALL THE PROVISIONS ON ADDITIONAL PAGES OF THIS AGREEMENT. BY SIGNING,

DEBTOR ACKNOWLEDGES THAT DEBTOR HAS READ ALL OF THESE PROVISIONS AND HAS RECEIVED AN EXACT
COPY OF THIS AGREEMENT.

Debtor's County and State of Residence:___Clay e Minnesota

Dated:___July 10, 2000

At M foin (b5t 7]4@&7@%(// |

Field McConnell

DIST 401 (6/2000)

Alison McConnell U

EXHIBIT

tabbles’
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DEFAULT.

5.1 Default by Debtor. Each of the following constitutes a default under this Agreement by Debtor (Default): (a)’re to pay
when due any principal, interest, advances, late charges, costs, attorneys'’ fees or other charges incurred on any of the
Obligations; (b) The sale or other disposition of any of the Collateral when it is not authorized by this Agreement; (c) Failure
to perform or observe any warranty, agreement or obligation contained in this Agreement or in an{ mortgage, deed of trust,
security agreement, loan application or any evidence of or document relating to any of the Obligations; (d) Any warranty or
information given to Secured Part{aln connection with this Agreement or any of the Obligations Is false in arm material respect
when made; (e) Loss, theft, substantial damage, destruction or encumbrance of any of the Collateral or the making of any
levy, seizure or attachment against it; (? The acceleration of the maturity of Debtor's indebtedness to any other creditor; (g)
The death, dissolution or termination of existence, insolvency, business failure, appointment of a receiver for any property,
assignment for the benefit of creditors, the commencement of any proceeding under any bankruptcy or insolvency laws, of,
by, or against Debtor or any guarantor or surety of Debtor; (h) Failure of any of Debtor's account debtors or obligors to make
ayment when due or to honor Secured Party’s security interest; or (i) The occurrence of any event which causes Secured
garty in good faith to believe that the Obligations ‘are inadequately secured or the prospect of payment, performance or
realization on the Collateral is impaired. .
Secured Party’s Remedies. Secured Party, in addition to other rights and remedies provided in this Agreement or in anlr
evidence of or document associated with the Obligations or grovided by law, may do any one or more of the following if a
Default occurs under Section 5.1: (a) Declare any or all Obligations immediately due and payable; (b) Refuse to make
advances under any commitment; (c) Exercise all rights and remedies of a secured party under the Uniform Commercial
Code; (d) Without notice to the Debtor or judicial process, 'peaceably enter upcn any premises where the Collateral is
located, take possession of all or any part of it, and remove it from the J;ramises; (&) Require Debtor at Debtor’s expense to
assemble all or part of the Collateral as directed by Secured Party and make it available to Secured Party at a place to be
designated by Secured Party which Is reasonably convenient to both parties; (f) Sell, lease or otherwise dispose of all or any
part of the Collateral, without notice to Debtor except as required by law, in one or more parcels at public or private
proceeding on such terms as Secured Parly may deem commercially reasonable; (g) Occupy and use the Debtor's
premises, pasturage, feed troughs and water to care for livestock Collateral; (h) Crops are perishable and may decline
rapidly in value and Secured Party at Debtor's expense may protect, cultivate, harvest, thresh and combine crops and sell
them at private sale; (i) Apply the proceeds of Debtor's Association stock and participation certificates to the Obligations in
such order and at such times as Secured Party shall determine; (j? Require Debtor to reimburse Secured Party out of
proceeds from the disposition of Collateral or otherwise for expenses incurred by Secured Party in protecting or enforcing its
rights under this Agreement. These expenses include the expenses of retakin% holding, preparing for sale or other
disposition, and selling or disposing of the Collateral and, to the extent not prohibited by law, attorneys’ fees and legal
expenses. Secured Party may charge these expenses to any of the Obligations and Debfor shall pay them upon demand
with interest from the date incurred at the rate in effect on the date incurred on the applicable Obligation. After deduction of
these expenses, Secured Party may apply the proceeds of disposition to the Obligations In the order and amounts it elects;
(k) if there s any security or coliateral other than the Coilateral described in this Agreement for any of the Obiligations, then
Secured Party may proceed upon the Collateral and the other security and collateral sither concurrently or separately in any
order it chooses. '

5.3 Commercially Reasonable. In addition to other means which are commercially reasonable: (a) commercially reasonable
notice is written notice sent to any address of Debtor given by Debtor to Secured Party in conjunction with this Agreement at

least 10 calendar day{)s (counting the day of sending) before the date of a proposed disposition of Collateral; and (ebg
S

commercially reasonable means of disposition of livestock inciude a sale through a livestock market and through a licen:
livestock sales company.

MISCELLANEOUS PROVISIONS.
6.1 True Information. Debtor warrants that all information, statemen
Secured Party in connection with this Agreement or the Obligations
6.2 Collections. (a) At any time Secured Party may, and Debtor shall upon request, notify Debtor's account debtors and
obligors on instruments to make payment directly to Secured Party. Secured Party may enforce collection of, settle,
compromise, extend or renew the indebtedness of such account debtors and obligors. Unless this notification is given,
Debtor, as agent of Secured Party, shall collsct accounts and instruments. (b) When required by Secured Party, all procesds
of Collateral received by Debtor shall be held by Debtor upon an express trust for Secured Party, shall not be commingled
with any other funds or property of Debtor and shall be turned over to Secured Party in precisely the form received (but
endorsed by Debtor, if necessary for collection) not later than the third business da following the date of recsipt. All
proceeds of Coliateral recelved by Secured Party directly or from Debtor shall be applied against the Obligations in such

order and at such time as Secured Party shall determine, .
6.3 - Maintenance of Security Interest. To the extent permitted by law, Debtor shall pay all expenses, and upon request take
preserve the Collateral or to establish, determine priority of,

any aclion reasonably deemed advisable by Secured Partsy, to
perfect, continue perfected, preserve, enforce or terminate Secured Party’s rights and interests under this Agreement.

6.4 Power of Attorney. Debtor hereby irrevocably appoints Secured Party as Debtor's attorney-in-factto act for Debtor with full
authority In the place and name of Debtor to take any action and to execute any instrument which the Secured Party may
deem advisable to accomplish the purposes of this Agreement, including authority: (a) to endorse, collect, sue for,
compromise and receive any drafts, instruments, documents or moneys due in connection with the Collateral; (b) to file any
claims or take any action or institute any proceedings which Secured Party may deem desirable for the collection of any of
the Collateral or otherwise to enforce the rights of Secured Party with raslpect to any of the Collateral; (c) to disburse funds
including par{;ng Insurance premiums, taxes, liens, and other costs of preserving the Coliateral; and éd) to establish,,”
determine priority of, perfect, continue perfacted, preserve, enforce or terminate Secured Party's rights and interests under
this Agreement. Secured Party may charge its expenses of doing so to any of the Obligations and Debtor shall pay them
upon demand with interest from the date incurred at the rate in effect on the date incurred on the applicable Obligation.
6.5 Unauthorized Disposition and False Statements, Debtor understands that the unauthorized disposition of Coliateral or
making a false statement or report to Secured Party in connection with a loan could result in-civil and criminal consequences
to Debtor (Federal Statutes 18 U.S.C. 658,1014).

6.6 Walver. The failure or delay of Secured Party fo enforce any right shall not be construed as a waiver of the right. Secured

Party's waiver of a"é’ default shall not constitute a waiver of any prior or subsequent default. Secured Party waives only
those rights specified in a writing signed by Secured Party. The provisions of this Agreement shall not be modified or waived
by any course of dealing or trade usage.

" 6.7 Secured Party Not Liable. Secured Party has no duty to exercise or to withhold the exercise of any of the rights and
powers expressly or implicitly granted to it in this Agreement and.shall not be responsible for any fallure to do so or delay in
so doing. Secured Party has no duty to protect, insure or realize upon the Collateral. Debtor releases Secured Party from all -

- liability gor tany act or omission relating to the Obligations, the Collateral or this Agreement except Secured Parly's wilful
*misconduct. . : '
6.8 - Financing Statement. A carbon, photographic or other reproduction of this Agreement or of a financing statement shall be
sufficient as a financing statement.

6.9 Persons Bound. Each person signing this Agresment, other than the Secured Parly, is a Debtor. The Obligations of afl
Debtors are joint and several, and all Debtors hereby acknowledgs receipt of all of the proceeds of the foan. This Agreement
benefits Secured Party, its successors and assigns, and binds the Debtor and Debtor's heirs, persdnal representatives,
successors, and assigns. Co

6.10 Agency. Until Secured Party is prospectively notified in writing b{ Debtor to the contrary, Secured Party may re 'upon the
following: (a) If Debtor is two or more individuals, the act or signature of any one of them shall bind them all; {b) RDebtor isa
partnership, each partner is fully authorized to act for the artnership in all matters governed by this Agreement; {(c) If Debtor

;z\r, a corportation, each officer is fully authorized individually to act for and bind the ‘corporation in all matters governed by this
greement. :

6.11 Cumulative Rights. All rights and remedies of Secured Party in this Agreement are cumulative and are In addition to other
Ligfllts and remedies given in this Agreement or in any evidence of or document associated with the Obligations or provided
v law, ’ :

6.12 Termlnatloq. This Agreement shall not be made null and void because at an particular time there Is no outstanding
secured Obligation and no commitment to lend money, if at the time the parai,es are confemplating additional loans or
advances. It shall continue in effect for all Obligations to Secured Party arising prior to the flling of record of a UCG
Termmtatié)g s{t)attel{nentcovering all Collateral. Debtor instructs Secured Party not fo file a UCC Termination Statement until
requested by Debtor. : - )

6.13 Interpretation. This Agreement shall be governed by the laws of the state in whi
credit is located. in this Agreement, "including” means "including but not limi
incomplete listing.. - ’

6.14 Wisconsin Performance Deposit. If Debtor has and exercises a fi

5 ¢ ht to redeem any Collateral under Section 425. '
Wisconsin Statutes, the performance deposit tendered by Debtor shal?not bear interest)\,lvhile held by Secured Panrty. 5-208,

5.2

ts and warranties given by or on behalf of Debtor to
are true and correct.

ich Secured Party’s office originating the
ted. to” and indicates an illustrative and



IBIT TO SECURITY AGREEMEN ¢
D RIPTION OF COLLATERAL GEN

Descnptlon of Collateral. The Collateral referred to in the Secunty Agreement dated ___July 10, 2000
by the undersigned Debtor to AgCountry Farm Credit Services, PCA

(Secured Party) includes, whether now owned or later acquired, the property described opposite the box(es) checked
below and the property described at Sections 1.9 through 1.13.

141 O All crops which are now, or during the term of the Security Agreement will become, growing on real estate

in the State of _ . The real estate is more specifically described as
follows (if required by state law): }
ACRES QTR SEC. TWP. N/S RNG. EW COUNTY
Tr. 1 '
Tr. 2
Tr.3
Tr. 4
Tr. 5

If the box at 1.1 above is checked the following applies:
THIS SECURITY AGREEMENT COVERS CROPS NOW GROWING. THIS SECURITY AGREEMENT ALSO
COVERS FUTURE CROPS TO BE GROWN IN THE CURRENT YEAR OR ANY YEAR HEREAFTER.

1.2 [0 Al harvested crops and all processed crops, whether or not produced by Debtor
13 All livestock and poultry.

1.4 [X] Allfeed, seed, fertilizer, insecticides, herbicides and other agricultural chemicals and supphes

1.5 [X Al general intangibles.

1.6 [X Al equipment, all spare parts and special tools for such equipment, all motor vehicles and all fixtures.

1.7 [ Al contract rights, chattel paper, documents, accounts, and general intangibles, whether now owned or

hereafter acquired by Debtor, including, but not limited to, all entitlements, rights to payment, and
payments (in whatever form received, including, but not limited to, payments in cash or in kind) under any
current or future state or federal governmental programs, including, but not limited to, governmental
agricultural diversion programs, governmental agricultural assistance programs and the United States
Department of Agnculture Farm Service Agency (FSA) Feed Grain Program; and all proceeds of the
foregoing.

1.8 [X Property specifically described here: :
Includes now owned and after acquired property.

1.9 Association Stock. Debtor’s stock, participation certiﬂéates, equity reserve and allocated éurplus in the
Secured Party or its parent associations, as applicable, its successors and assigns.

110 = . Accounts and Proceeds. All accounts receivable, contract rights, and cash and noncash proceeds from
the sale, exchange, coilection or disposition of any Collateral. (Debtor i is NOT AUTHORIZED TO SELL or
dispose of any Collateral unless authorized in the Security Agreement or in a writing sugned by Secured

Party.)

111 Documents. All documents of title, warehouse receipts, weight receipts, scale tickets, storage contracts
(including CCC contracts) and deficiency payments covering or arising from any Collateral.

1.12 Additions. All additions, accessions, replacements and substitutions of or to any Collateral and all
property of similar type or kind, including all offspnng of livestock and poultry.

113 Products. All products of crops, livestock and poultry given as Collateral-including eggs, milk and wool
and all products into Wthh any of the Collateral has been or shall later be manufactured, processed or.

assembled

FARGO421 (3/00)
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%aﬁ o SECURITY AGREEMEN‘OCRIPT!ON- OF COLLATERAL - GEN&.(Page 2 of 2)

. The Collateral described in this Exhibit is in addition to property described in additional Exhibits to the Security
Agreement, if any. To the extent the Collateral described in this Exhibit is similar or after-acquired property or
products or proceeds of existing Collateral, its inclusion in this Exhibit is for the purpose of more specifically identifying
the Collateral. This Exhibit shall in no way- affect the priority of the security interest of Secured Party in existing
Collateral or limit the parties’ intention that all similar and after-acquired property, products, and proceeds of the
Collateral are also Collateral under the Security Agreement.

| Collateral Which May be Sold, Leased or Expended. Subject to any conditions stated in Section 3.2 and 3.3 and
to Secured Party’s continuing security interest in all proceeds, products, offspring, rents, profits and accounts. arising.
from permitted disposition of Collateral, Debtor, before default may, in a commercially reasonably manner, (a) market
milk, (b) market eggs, (c) use feed or products thereof as feed for Debtor’s. livestock and poultry, and (d) sell or lease
any other Collateral listed here:

3.2 Required Livestock Herd Size. [ if checked here, then, not withstanding any rights given Debtor herein to
dispose of livestock, such disposition shall not reduce the size of Debtor’s livestock herds below the following specified
number of head. (Debtor represents that such herd(s) is/are presently maintained):
Type Breed . Number Age Other

e

3.3 Conditions for Disposition. Debtor’s right to dispose of Collateral listed in Section 3.1 is further conditioned upon
the following restrictions: . :

A. All checks from the sale of collateral must be made out in the name of the Secured Party and the Debtor.

B. The following additional restrictions, if any:

Dated:  July 10, 2000

At Mot Aeson TN e Lyl C

Field McConnell Alison McConnell  \_

FARGO421 (3/00)
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UNITED STATES BANKRUPTCY COURT

DISTRICT OF MINNESOTA
Inre: )
) Case No. 04-60931
Field McConnell, and )
Alison McConnell, )
) Chapter 7
Debtors. )
)

BRIEF IN SUPPORT OF MOTION OF AGCOUNTRY FARM
CREDIT SERVICES, PCA TO LIFT AUTOMATIC STAY

The Debtors are obligated to AgCountry Farm Credit Services, PCA (hereinafter “Farm
Credit Services™) pursuant to the terms of a Promissory Note of date October 31, 2003. The
Debtors are in default and the current balance due to Farm Credit Services exceeds
$62,000.00.

As collateral for the debt it is owed, Farm Credit Services holds a properly perfected
security interest in certain of the Debtors’ personal property, including, but not limited to,
farm machinery, equipment, motor vehicles, fixtures, livestock, farm supplies, general
intangibles and proceeds. Based on the Debtors’ valuation of Farm Credit Services’ collateral,
the Debtors have no equity in the same.

Relief from the stay is appropriate when a debtor lacks equity in a creditor’s collateral
and the collateral is not necessary to an effective reorganization by the debtor. In this case,
the Debtors assert that Farm Credit Services’ collateral is worth less than the debt owed to
Farm Credit Services. In that the Debtors have filed a Chapter 7 liquidation proceeding, it is

evident Farm Credit Services’ collateral is not necessary to an effective reorganization by the



Debtors. Additionally, under 11 USC § 362(d) relief from the stay can be granted for cause.
The Debtors are in default on their obligation to Farm Credit Services. Absent the bankruptcy
stay, Farm Credit Services would be permitted to recover and liquidate its collateral. The
Debtors have not proposed to redeem Farm Credit Services’ collateral and Farm Credit
Services does not desire to permit the Debtors to reaffirm their obligation. In that the Debtors
are preceding under Chapter 7, there is no reason the bankruptcy stay should continue to be
imposed as to Farm Credit Services right to pursue it available remedies in foreclosing on its
collateral.
Dated this _3_“_*1\_ day of October, 2004.

VOGEL LAW FIRM

By:

JonR. Brakke #10765
218 NP Avenue
P.O. Box 1389
Fargo, ND 58107-1389
(701) 237-6983
ATTORNEYS FOR AGCOUNTRY FARM
CREDIT SERVICES, PCA



RE: Field McConnell and Alison McConnell
Chapter 7 Bankruptcy Case No. 04-60931

STATE OF NORTH DAKOTA ) AFFIDAVIT OF SERVICE
) ss BY MAIL
COUNTY OF CASS )

Holly A. Kittelson, being first duly sworn on oath, does depose and say: She is a
resident of County of Cass, City of Fargo, State of North Dakota, is of legal age and not a party
to or interested in the above entitled matter.

On October lﬁ , 2004, affiant served the within:

NOTICE OF HEARING ON MOTION OF AGCOUNTRY FARM
CREDIT SERVICES, PCA TO LIFT AUTOMATIC STAY; BRIEF IN
SUPPORT OF MOTION OF AGCOUNTRY FARM CREDIT SERVICES,
PCA TO LIFT AUTOMATIC STAY AND PROPOSED ORDER

by placing true and correct copies in envelopes addressed as follows:

Field McConnell Alison McConnell

14834 28™ Avenue South 14834 28™ Avenue South
Glyndon, MN 56547 Glyndon, MN 56547
Bruce L. Madlom, Esq. Office of the U.S. Trustee
Attorney at Law 1015 U.S. Courthouse

P. O. Box 9693 300 South 4™ Street
Fargo, ND 58106-9693 Minneapolis, MN 55415
Office of the US Attorney David G. Velde, Trustee
300 South 4™ Street  #600 1118 Broadway
Minneapolis, MN 55415-2233 Alexandria, MN 56308

Brice, Vander Linden & Wernick, P.C.
P.O. Box 829009
Dallas, TX 75382-9009

and causing them to be placed in the mail at Fargo, North Dgkota with first-class postage

prepaid.
ollyA ii

Subscribed and sworn to before me thlss 8 day of October, 2004.

N ‘o‘mry Public
State of North Dakota -
My Cornrmission Explres Feb, 1, 2009 Notary Public

s il 8




UNITED STATES BANKRUPTCY COURT

DISTRICT OF MINNESOTA
In re: )
) Case No. 04-60931
Field McConnell, and )
Alison McConnell, ) Chapter 7
)
Debtors. ) ORDER

The motion to lift automatic stay of AgCountry Farm Credit Services, PCA, came on
before this Court’s consideration on November 16, 2004, at 1:00 p.m., at U.S. Bankruptcy
Court, 209 PO Building, 118 South Mill Street, Fergus Falls, Minnesota. Appearances were
as noted on the record. Notice of the pendency of said motion was provided to all interested
parties. Based on the filings and pleadings herein, this Court believes good cause exists to
grant the requested relief. Therefore, it is the order of this Court that the bankruptcy stay is
lifted so as to permit AgCountry Farm Credit Services, PCA to resort to its contract and state
law remedies in foreclosing on the Debtors’ farm machinery, equipment, motor vehicles,
fixtures, livestock, farm supplies, general intangibles and proceeds. This order shall be
effective immediately.

Dated this day of , 2004.

Honorable Dennis D. O’Brien
United States Bankruptcy Judge



