evmmmn S/ Y5 e

RALPHINE N. O'ROURKE

m / = : P ADMITTED IN VT AND MA
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. ! . N TEL: 802-864-0880

PRIMMER PIPER EGGLESTON & CRAMER & FAX: 802-864-0328

150 S0. CHAMPLAIN ST.| P.O. BOX 1489 | BURLINGTON, VT 05402-1489

June 11, 2014

Chief, Section of Administration
Office of Proceedings

Surface Transportation Board
395 E Street, S.W.
Washington, D.C. 20423-0001 T e

Dear Section Chief:

[ 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 May 30, 2014.
The names and addresses of the parties to the documents are as follows:

Debtor: Clarendon and Pittsford Railroad Company, a’k/a The Clarendon and
Pittsford Railroad Company
1 Railway Lane
Burlington, VT 05401

Secured Party: Merchants Bank
275 Kennedy Drive
South Burlington, Vermont 05403

A description of the equipment covered by the document follows:
GMRC Marked Passenger Railcars Numbered 1323.

A fee of $44.00 is enclosed. Please return the original and any extra copies not needed by the Board
for recordation to:

Primmer Piper Eggleston & Cramer
PO Box 1489 '

Burlington, VT 05402

Attn: Ralphine O’Rourke

Vermont: Buroncros « Moxireeiirk
1721324.1 :
New HAaMpssiRe: LIt Eron o MANCHFSTER o PORTSMOUTH

WWW.PRIMMER.COM



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

Security Agreement between Clarendon and Pittsford Railroad Company, a/k/a The Clarendon and
Pittsford Railroad Company as Debtor and Merchants Bank (275 Kennedy Drive, South Burlington,
VT 05403) as Secured Party, dated May 30, 2014, covering GMRC Marked Passenger Railcars
Numbered 1323.

Very truly yours,

Mot leg Q0 (1A
Raiphine N. O’Rourke °

Enclosures
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SECURITY AGREEMENT

AGREEMENT made this 30 day of May, 2014, by and between CLARENDON AND
PITTSFORD RAILROAD COMPANY, a/k/a THE CLARENDON AND PITTSFORD
RAILROAD COMPANY, a Vermont corporation with a place of business at One Railway
Lane, Burlington, Vermont 05401 (the "Debtor") in favor of MERCHANTS BANK, having a
place of business at 275 Kennedy Drive, South Burlington, VT 05403 (the "Secured Party").

For value received, the receipt of which is hereby acknowledged, including, without
limitation, enabling Railway Services, Inc., Clarendon and Pittsford Railroad Company, a/k/a
The Clarendon and Pittsford Railroad Company, Vermont Railway, Inc., The New York &
Ogdensburg Railway Company, Inc., Washington County Railroad Company, Green Mountain
Railroad Corporation, Trans Rail Holding Company, NLR Company, Cheshire Handling
Corporation and Cheshire Railway Corporation to obtain credit or other financial
accommodations from the Secured Party, the Debtor hereby agrees as follows:

Section 1. Definitions. All capitalized terms used herein or in any certificate, report or
other document delivered pursuant hereto shall have the meanings assigned to them below
(unless otherwise defined). Except as otherwise defined, terms defined in the Uniform
Commercial Code shall have the meanings set forth therein.

Accounts. All rights of the Debtor to payment for goods sold or leased or for
services rendered, all sums of money or other proceeds due or becoming due thereon, and the
Debtor's rights pertaining to and interest in such goods; all other rights and claims to the payment
of money, under contracts or otherwise; and all other property constituting "accounts" or
"contract rights" as such terms are defined in the Uniform Commercial Code.

Collateral. See Section 2.

Encumbrance. Any mortgage, pledge, security interest, lien or other charge or
encumbrance of any kind or nature upon or with respect to any property.

Event of Default. See Section 5.

Obligation(s). Any obligation(s) of Railway Services, Inc., Clarendon and
Pittsford Railroad Company, a/k/a The Clarendon and Pittsford Railroad Company, Vermont
Railway, Inc., The New York & Ogdensburg Railway Company, Inc., Washington County
Railroad Company, Green Mountain Railroad Corporation, Trans Rail Holding Company, NLR
Company, Cheshire Handling Corporation and Cheshire Railway Corporation, to the Secured
Party of every kind and description, whether direct or indirect, absolute or contingent, primary or
secondary, joint or several, due or to become due, or now existing or hereafter arising or acquired
and whether by way of loan, discount, letter of credit, lease, or otherwise.
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Uniform Commercial Code. The Uniform Commercial Code as in effect in the
State of Vermont, except to the extent that the perfection of the security interest hereunder, or
remedies hereunder, in respect to the Collateral are governed by the laws of a jurisdiction other
than the State of Vermont.

Section 2. Grant. To secure the payment and performance of the Obligations, the
Debtor hereby assigns and pledges to the Secured Party all of its rights, title and interest in, and
grants to the Secured Party a continuing first security interest in the following property: all
locomotives, rail cars, and other assets identified as follows:

GMRC Marked Passenger Railcars Numbered 1323

together with and any proceeds therefrom, including any contract rights, rights to the
payment of money, insurance refund claims and all other insurance claims and proceeds (the
“Collateral™).

Section 3. Representations, Warranties and Covenants. The Debtor makes the
following representations and warranties, and agrees to the following covenants, each of which
representations, warranties and covenants shall be continuing and in force so long as this
Agreement is in effect:

3.1 Ownership of Collateral; Absence of Liens and Restrictions. The Debtor
is, and in the case of property acquired after the date hereof, will be, the sole legal and equitable
owner of the Collateral, holding good and marketable title to the same free and clear of all
Encumbrances except for the security interests granted hereunder or permitted hereby, and has
good right and legal authority to assign, deliver, and create a security interest in the Collateral in
the manner herein contemplated. The Collateral is not subject to any restriction that would
prohibit or restrict the assignment, delivery or creation of the security interests contemplated
hereunder.

3.2 Second Prioritv Security Interest. This Agreement, together with the filing
of Uniform Commercial Code financing statements in the appropriate offices, will create a valid
and continuing second lien on and perfected security interest in the Collateral (except for
property located in the United States in which a security interest may not be perfected by filing
under the Uniform Commercial Code), prior to all other Encumbrances, and is enforceable as
such against creditors of the Debtor, any owner of the real property where any of the Collateral is
located, any purchaser of such real property and any present or future creditor obtaining a lien on
such real property. This Agreement when filed with the Surface Transportation Board, will
create a continuing first lien on anyv locomotives and rail cars constituting a part of the Collateral.

3.3 Sales and Further Encumbrances. The Debtor will not sell, grant, assign or
transfer any interest in, or permit to exist any Encumbrance on, any of the Collateral other than in
favor of the Secured Party or its affiliates except for (i) sales of inventory or grants of licenses
and other rights in the ordinary course of the Debtor's business for cash or on open account and
on terms of payment ordinarily extended to its customers; (ii) so long as no Event of Default
hereunder has occurred and is continuing, dispositions of equipment that has become worn out or
obsolete or that has been replaced by other equipment; or (ii1) as otherwise permitted by the
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Secured Party in writing. The Debtor shall defend its title to and the Secured Party's interest in
the Collateral against all claims and take any action necessary to remove any Encumbrances other
than those permitted hereunder and defend the right, title and interest of the Secured Party in and
to any of the Debtor's rights in the Collateral.

3.4 Inspection; Verification of Accounts. The Debtor will at all reasonable
times allow the Secured Party to examine, inspect or make extracts from or copies of the Debtor's
books and records, inspect the Collateral and arrange for verification of Accounts constituting
Collateral directly with the Debtor's accountants, the account debtors or by other methods.

3.5 Accounts: Collection and Delivery of Proceeds. The Debtor will diligently
collect all of its Accounts until the Secured Party exercises its rights to collect the Accounts
pursuant to this Agreement. The Debtor shall, at the request of the Secured Party, notify account
debtors of the security interest of the Secured Party in any Account and that payment thereof is to
be made directly to the Secured Party. Upon request of the Secured Party, any proceeds of
Accounts or inventory received by the Debtor, whether in the form of cash, checks, notes or other
instruments, shall be held in trust for the Secured Party and the Debtor shall deliver said proceeds
daily to the Secured Party, without commingling, in the identical form received (properly
endorsed or assigned where required to enable the Secured Party to collect same).

3.6 Equipment and Inventory: Insurance. The Debtor will keep the Collateral
insured at all times by insurance in such form and amounts as may be satisfactory to the Secured
Party, and in any event (without specific request by the Secured Party) will insure the Collateral
against physical hazard insurance on an "all risks" basis, including fire, theft, and, in the case of
motor vehicles, collision. Such insurance shall be with insurance companies satisfactory to the
Secured Party and shall be payable to the Secured Party as an additional insured and the Debtor,
as their respective interests may appear. Such insurance shall provide for not less than 30 days'
notice of cancellation, change in form or non-renewal to the Secured Party, and shall insure the
interest of the Secured Party regardless of any breach or violation by the Debtor or any other
person of the warranties, declarations or covenants contained in such policies. The Debtor shall
insure the Collateral in amounts sufficient to prevent the application of any co-insurance
provisions. The Debtor shall evidence its compliance with the foregoing by delivering a
certificate with respect to each policy concurrently with the execution hereof, annually thereafter,
and from time to time upon the request of the Secured Party.

3.7 Equipment and Inventorv: Maintenance and Use, Pavment of Taxes.
The Debtor will keep the Collateral in good order and repair, will not use the same in violation of
law or any policy of insurance thereon, and will pay promptly when due all taxes and
assessments on the Collateral or on its use or operation.

3.8 Name or Organizational Change. The Debtor will not change its name,
identity, organizational structure, chief executive office or place where its business records are
kept, or move any tangible Collateral (other than securities), or merge into or consolidate with
any other entity, unless the Debtor shall have given the Secured Party at least 30 days' prior
written notice thereof and shall have delivered to the Secured Party such new Uniform
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Commercial Code financing statements or other documentation as may be necessary or required
by the Secured Party to ensure the continued perfection and priority of the security interests
granted by this Agreement.

3.9 Further Assurances. Upon the written request of the Secured Party, and at
the sole expense of the Debtor, the Debtor will promptly execute and deliver such further
instruments and documents and take such further actions as the Secured Party may deem
desirable to obtain the full benefits of this Agreement and of the rights and powers herein
granted, including, without limitation, filing of any financing statement or amendment thereof
under the Uniform Commercial Code, execution of assignments of general intangibles, transfer
of Collateral (other than inventory, accounts and equipment) to the Secured Party's possession.
The Debtor authorizes the Secured Party to file at any time, any such financing statement without
the signature of the Debtor to the extent permitted by applicable law, and to file a copy of this
Agreement in lieu of or in addition to a financing statement, as may be required to perfect the
secured party’s interest in the Collateral. If any amount payable under or in connection with any
of the Collateral shall be or become evidenced by any promissory note or other instrument, such
note or instrument shall be immediately delivered to the Secured Party, duly endorsed in a
manner satisfactory to it.

Section 4. Secured Party's Rights with respect to Collateral. In addition to its rights
under the Uniform Commercial Code or other applicable law, the Secured Party may, at its
option and at any time, whether or not the Obligations are due, without notice or demand on the
Debtor, take the following actions with respect to the Collateral:

(a) with respect to any Accounts (i) notify account debtors of the security
interest of the Secured Party in such Accounts and that payment thereof is to be made
directly to the Secured Party; (ii) demand, collect, and receipt for any amounts relating
thereto, as the Secured Party may determine; (iii) commence and prosecute any actions in
any court for the purposes of collecting any such Accounts and enforcing any other rights
in respect thereof; (iv) defend, settle or compromise any action brought and, in
connection therewith, give such discharges or releases as the Secured Party may deem
appropriate; (v) receive, open and dispose of mail addressed to the Debtor and endorse
checks, notes, drafts, acceptances, money orders, bills of lading, warehouse receipts or
other instruments or documents evidencing payment, shipment or storage of the goods
giving rise to such Accounts or securing or relating to such Accounts, on behalf of and in
the name of the Debtor; and (vi) sell, assign, transfer, make any agreement in respect of,
or otherwise deal with or exercise rights in respect of, any such Accounts or the goods or
services which have given rise thereto, as fully and completely as though the Secured
Party were the absolute owner thereof for all purposes; and

(b) with respect to any equipment and inventory (i) make, adjust and settle
claims under any insurance policy related thereto and place and pay for appropriate
insurance thereon; (ii) discharge taxes and other Encumbrances at any time levied or
placed thereon; (ii1) make repairs or provide maintenance with respect thereto; and (iv)
pay any necessary filing fees and any taxes arising as a consequence of any such filing.
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The Secured Party shall have no obligation to make any such expenditures nor shall the
making thereof relieve the Debtor of its obligation to make such expenditures.

Except as otherwise provided herein, the Secured Party shall have no duty as to the collection or
protection of the Collateral nor as to the preservation of any rights pertaining thereto, beyond the
safe custody of any Collateral in its possession.

Section 5. Defaults. An event of default ("Event of Default") shall exist hereunder if

any of the following events or conditions occur:

941087.1

(a) failure to pay any Obligation when due or perform any covenant,
agreement or obligation contained herein or in any agreement, instrument or other
document evidencing, securing or otherwise delivered in connection with the Obligations;

(b) failure of any representation or warranty, statement or information herein
or in any documents or financial statements delivered or disclosed to the Secured Party in
connection with this Agreement or the Obligations to be true and correct;

() loss, theft or substantial damage of or to the Collateral, or the issuance of
an attachment or an injunction against the Debtor affecting any of the Collateral;

(d) default under any instrument constituting, or under any agreement
(including without limitation any insurance policy) relating to, any Collateral;

(e) dissolution, termination of existence, insolvency or business failure of the
Debtor; appointment of a trustee, receiver, custodian, liquidator or other similar official
for the Debtor or any such party or any substantial part of its property; assignment for the
benefit of creditors by, or the commencement of any proceeding under any bankruptcy or
insolvency laws by or against, the Debtor or any such party; or

(H change in the condition or affairs (financial or otherwise) of the Debtor or
any indorser, guarantor or surety of or for any Obligation, or decline in the value of the
Collateral, which, in the opinion of the Secured Party, will impair its security or increase
its risk.

Section 6. Secured Partyv's Rights and Remedies.

(a) So long as any Event of Default shall have occurred and is continuing:

1 the Secured Party may, at its option, without notice or demand,
cause all of the Obligations to become immediately due and payable and take
immediate possession of the Collateral, and for that purpose the Secured Party
may, so far as the Debtor can give authority therefore, enter upon any premises on
which any of the Collateral is situated and remove the same therefrom or remain
on such premises and in possession of such Collateral for purposes of conducting
of 9
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a sale or enforcing the rights of the Secured Party;

(i)  the Debtor will, upon demand, assemble the Collateral and make it
available to the Secured Party at a place and time designated by the Secured Party
that is reasonably convenient to both parties;

(iii)  the Secured Party may collect and receive all income and proceeds
in respect of the Collateral and exercise all rights of the Debtor and perform any
of Debtor's obligations hereunder with respect thereto, all without liability except
to account for property actually received (but the Secured Party shall have no duty
to exercise any of the aforesaid rights, privileges or options and shall not be
responsible for any failure to do so or delay in so doing);

(iv)  the Secured Party may sell, lease or otherwise dispose of the
Collateral at a public or private sale, with or without having the Collateral at the
place of sale, and upon such terms and in such manner as the Secured Party may
determine, and the Secured Party may purchase any Collateral at any such sale.
Unless the Collateral threatens to decline rapidly in value or is of the type
customarily sold on a recognized market, the Secured Party shall send to the
Debtor prior written notice (which, if given within five days of any sale, shall be
deemed to be reasonable) of the time and place of any public sale of the Collateral
or of the time after which any private sale or other disposition thereof is to be
made. The Debtor agrees that upon any such sale the Collateral shall be held by
the purchaser free from all claims or rights of every kind and nature, including any
equity of redemption or similar rights, and all such equity of redemption and
similar rights are hereby expressly waived and released by the Debtor. In the
event any consent, approval or authorization of any governmental agency is
necessary to effectuate any such sale, the Debtor shall execute all applications or
other instruments as may be required; and

(v) any jurisdiction where the enforcement of its rights hereunder is
sought, the Secured Party shall have, in addition to all other rights and remedies
provided for in its loan documentation, the rights and remedies of a secured party
under the Uniform Commercial Code.

(b) Prior to any disposition of Collateral pursuant to this Agreement the

Secured Party may, at its option, cause any of the Collateral to be repaired or
reconditioned (but not upgraded unless mutually agreed) in such manner and to such
extent as to make it saleable.

(c) The Secured Party is hereby granted a license or other right to use, without

charge, the Debtor's labels, patents, copyrights, rights of use of any name, trade secrets,
trade names, trademarks and advertising matter, or any property of a similar nature,
relating to the Collateral, in completing production of, advertising for sale and selling any
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Collateral; and the Debtor's rights under all licenses and all franchise agreements shall
inure to the Secured Party's benefit.

(d)  The Secured Party shall be entitled to retain and to apply the proceeds of
any disposition of the Collateral, first, to its reasonable expenses of retaking, holding,
protecting and maintaining, and preparing for disposition and disposing of, the Collateral,
including attormeys' fees and other legal expenses incurred by it in connection therewith;
and second, to the payment of the Obligations in such order of priority as the Secured
Party shall determine. Any surplus remaining after such application shall be paid to the
Debtor or to whomever may be legally entitled thereto, provided that in no event shall the
Debtor be credited with any part of the proceeds of the disposition of the Collateral until
such proceeds shall have been received in cash by the Secured Party. The Debtor shall
remain liable for any deficiency.

Section 7. Waivers. The Debtor waives presentment, demand, notice, protest, notice of
acceptance of this Agreement, notice of any loans made, credit or other extensions granted,
collateral received or delivered or any other action taken in reliance hereon and all other demands
and notices of any description, except for such demands and notices as are expressly required to
be provided to the Debtor under this Agreement or any other document evidencing the
Obligations. With respect to both the Obligations and the Collateral, the Debtor assents to any
extension or postponement of the time of payment or any other forgiveness or indulgence, to any
substitution, exchange or release of Collateral, to the addition or release of any party or person
primarily or secondarily liable, to the acceptance of partial payment thereon and the settlement,
compromise or adjustment of any thereof, all in such manner and at such time or times as the
Secured Party may deem advisable. The Secured Party may exercise its rights with respect to the
Collateral without resorting, or regard, to other collateral or sources of reimbursement for
Obligations. The Secured Party shall not be deemed to have waived any of its rights with respect
to the Obligations or the Collateral unless such waiver is in writing and signed by the Secured
Party. No delay or omission on the part of the Secured Party in exercising any right shall operate
as a waiver of such right or any other right. A waiver on any one occasion shall not bar or waive
the exercise of any right on any future occasion. All rights and remedies of the Secured Party in
the Obligations or the Collateral, whether evidenced hereby or by any other instrument or papers,
are cumulative and not exclusive of any remedies provided by law or any other agreement, and
may be exercised separately or concurrently.

Section 8. Expenses. The Debtor shall, on demand, pay or reimburse the Secured Party
for all reasonable expenses (including attorneys' fees of outside counsel or allocated costs of
in-house counsel) incurred or paid by the Secured Party in connection with the preparation,
negotiation, closing, administration or enforcement, of this Agreement, or its on-site periodic
examinations of the Collateral, and for any other amounts permitted to be expended by the
Secured Party hereunder, including without limitation such expenses as are incurred to preserve
the value of the Collateral and the validity, perfection, priority and value of any security interest
created hereby, the collection, sale or other disposition of any of the Collateral or the exercise by
the Secured Party of any of the rights conferred upon it hereunder. The obligation to pay any
such amount shall be an additional Obligation secured hereby and each such amount shall bear
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interest from the time of demand at a rate of interest equal to Wall Street Journal Prime plus 4%.

Section 9. Notices. Any demand upon or notice to the Debtor that the Secured Party
may give shall be effective when delivered by hand, properly deposited in the mails postage
prepaid, or sent by telex, answerback received, or electronic facsimile transmission, receipt
acknowledged, or delivered to a telegraph company or overnight courier, in each case addressed
to the Debtor at the address shown at the beginning of this Agreement or as it appears on the
books and records of the Secured Party. Demands or notices addressed to any other address at
which the Secured Party customarily communicates with the Debtor also shall be effective. Any
notice by the Debtor to the Secured Party shall be given as aforesaid, addressed to the Secured
Party at the address shown at the beginning of this Agreement or such other address as the
Secured Party may advise the Debtor in writing.

Section 10. Successors and Assigns. This Agreement shall be binding upon the Debtor,
its successors and assigns, and shall inure to the benefit of and be enforceable by the Secured
Party and its successors and assigns. Without limiting the generality of the foregoing sentence,
the Secured Party may assign or otherwise transfer any agreement or any note held by it
evidencing, securing or otherwise executed in connection with the Obligations, or sell
participations in any interest therein, to any other person or entity, and such other person or entity
shall thereupon become vested, to the extent set forth in the agreement evidencing such
assignment, transfer or participation, with all the rights in respect thereof granted to the Secured
Party herein.

Section 11. General. This Agreement may not be amended or modified except by a
writing signed by the Debtor and the Secured Party, nor may the Debtor assign any of its rights
hereunder. This Agreement and the terms, covenants and conditions hereof shall be construed in
accordance with, and governed by, the laws of The State of Vermont (without giving effect to
any conflicts of law provisions contained therein). In the event
that any Collateral stands in the name of the Debtor and another or others jointly, the Secured
Party may deal with the same for all purposes as if it belonged to or stood in the name of the
Debtor alone.

Section 12. Section Headings. Section headings are for convenience of reference only
and are not a part of this Agreement.

Section 13. WAIVER OF JURY TRIAL. THE DEBTOR AND THE BANK
HEREBY WAIVE TRIAL BY JURY IN ANY LITIGATION IN ANY COURT WITH
RESPECT TO, IN CONNECTION WITH OR, ARISING OUT OF: (A) THIS SECURITY
AGREEMENT OR ANY OTHER INSTRUMENT OR DOCUMENT DELIVERED IN
CONNECTION WITH THE OBLIGATIONS; (B) THE VALIDITY,
INTERPRETATION, COLLECTION OR ENFORCEMENT THEREOF; OR (C) ANY
OTHER CLAIM OR DISPUTE HOWEVER ARISING BETWEEN THE DEBTOR AND
THE BANK.

IN WITNESS WHEREOQF, the parties have caused this Agreement to be duly executed as
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IN WITNESS WHEREOF, the parties have caused this Agreement to be duly executed as
an instrument under seal as of the date first written above.

IN THE PRESENCE OF:
DEBTOR:
CLARENDON AND PITTSFORD RAILROAD
COMPANY a, THE CLARENDON AND

g PITTSFO 7@AD COMPANY
\ U By:
W ztness Its TS Iy Authonzeﬁ%ent
STATE OF VERMONT

CHITTENDEN COUNTY, SS.

At Burlington, this 30th day of May, 2014 personally appeared O@J(ﬁ UJ‘J%*%% M~ duly
authorized agent of Clarendon and Pittsford Railroad Company, a’k/a The Clarendon and
Pittsford Railroad Company and he/she acknowledged this instrument, by her/him sealed and
subscribed, to be her/his free act and deed, and the free act and deed of Clarendon and Pittsford
Railroad Company, a/k/a The Clarendon and Pittsford Railroad Company.

Before me, \ Céql(

Notary Public
Commission expires: 2/ 10/15

SECURED PARTY:
TS BANK

P By: \/’2{) )
}@ Bruce Bernier,¥ice President and

Duly authorized agent

STATE OF VERMONT
CHITTENDEN COUNTY, SS.

: : {:}ﬂ PN ;/*3 o~
At Burlington, this 30th day of May, 2014 personally appeared Uz V427 FULOA . duly
authorized agent of Merchants Bank and he acknowledged this instrument, by him sealed and
subscribed, to be his free act and deed, and the free act and deed of Merchants Bank.

Before me, - N o
’ 5

Notary Public {
Commission expires: 2/10/15
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