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Dear Madam: cemtom T O

Enclosed for recordation under the provisions of 49 U.S.C.
§11303(a) and the regulations thereunder are the original and
two counterparts of a Security Agreement dated as of August 21,
1979.

A general description of the railroad equipment covered by
the enclosed document is as follows:

One hundred (100) 100-ton open-top hopper
cars bearing reporting marks and numbers
UMP 6920 through_7019, both inclusive.
The names and addresses of the parties to the enclosed
document are:

DEBTOR: Funding Systems Railcars, Inc.
1000 RIDC Pla:za
Pittsburgh, Pennsylvania 15238

~—

SECURED .

PARTY: Lincoln First Bank N.A.
One Lincoln First Square
Rochester, New York 14643

Y

The undersigned is agent for the Debtor mentioned in the
enclosed document and has knowledge of the matters set forth
therein.

Please return the original and one counterpart of the en-
closed Security Agreement to Charles T. Kappler, Esqg., Alvord
and Alvord, 200 World Center Building, 918 Sixteenth Street,
N.W., Washington, D.C. 20006, or to the bearer hereof.

Also enclosed is a remittance in the amount of $50.00 for
the required recording fee.

Very truly yours,
ALVORD AND ALVORD

as Agent for FUNDING SYSTEMS
RAILCARS, INC.

-

By .o / f/&ﬁ&

Charles T. Kappler
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SECURITY AGREEMENT

THIS SECURITY AGREEMENT dated as of August 25 , 1979
(the "Security Agreement") is between FUNDING SYSTEMS RAILCARS,
INC., a Delaware corporation (the "Debtor") and LINCOLN FIRST
BANK N.A. (the "Secured Party").

RECITALS

A. The Secured Party has loaned to Debtor this day
the sum of $1,900,000. The obligation of the Debtor to repay the
loan from the Lender is evidenced by a Secured Note of Debtor the
"Note” in the form of Exhibit A annexed. The proceeds of the
loan are to be used to enable Debtor to finance a portion of the
purchase price of certain railroad equipment which is described
in Schedule A-1 hereto and which may be described on any other
schedules which may be executed by the parties from time to time
and made a part of this Security Agreement. The equipment
described on Schedule A-1 hereof and on any schedules which may
in the future become part of this Security Agreement is col-
lectively referred to as the ("Equipment") or ("Items of Equip-
ment") and individually, an ("Item of Equipment").

B. The Note and all principal thereof and interest
thereon and all additional amounts and other sums at any time due
and owing from or required to be paid by Debtor under the terms
of the Note or this Security Agreement are hereinafter sometimes
referred to as "indebtedness hereby secured."

‘Section 1. GRANT OF SECURITY

. The Debtor in consideration of the premises and of the
sum of Ten Dollars received by the Debtor from the Secured Party
and other good and valuable consideration, receipt and suf-
ficiency whereof is hereby acknowledged, and in order to secure
the payment of the principal of and interest on the Note ac-
cording to its tenor and effect, and to secure the payment of all
other indebtedness hereby secured and the performance and
observance of all covenants and conditions in the Note, and in
this Security Agreement contained, does hereby convey, warrant,
mortgage, pledge, assign, and grant the Secured Party, its suc-
cessors and assigns, a security interest in, all and singular of
the Debtor's rights, title and interest in and to the properties,
rights, interests and privileges described in Sections 1.1 and
1.2 hereof subject only to the exceptions, reservations and
limitations contained in Section 1.4 hereof (all of which prop-
erties hereby mortgaged, assigned and pledged or intended so to
be are hereinafter collectively referred to as the "Collateral").

1.1. Equipment Collateral. Collateral includes the
railroad equipment described in Schedule A-1 attached hereto and
described on any other schedule which may be executed from time
to time by the parties hereto and become a part of this Security




Agreement, together with all accessories, equipment, parts and
appurtenances appertaining or attached to any of the Equipment,
whether now owned or hereafter acquired, and all substitutions,
renewals or replacements of and additions, improvements, acces-
sions and accumulations to any and all of said Equipment, toge-
ther with all the income, profits and avails therefrom.

1.2. Purchase Order Agreement Collateral. Collateral
also includes all right, title, 1interest, claims and demands of
the Debtor in, to and under the Purchase Agreement dated as of
June 12, 1979 (the "Purchase Order") between the Debtor and The
Chessie Corporation as builder (but only insofar as such Purchase
Order relates to the Equipment) and any and all other contracts
and agreements relating to the Equipment or any rights or in-
terests therein to which the Debtor is now or hereafter may be a
party, together with all rights, powers, privileges, options and
-other benefits of the Debtor under the Purchase Order (but only
insofar as such Purchase Order relates to the Equipment) and each
and every other such contract and agreement, it being the intent
and purpose hereof that subject always to the exceptions, reser-
vations and limitations contained in Section 1.4 hereof, the
assignment and transfer to the Secured Party of said rights,
powers, privileges, options and other benefits shall be effective
immediately and operative immediately and shall continue in full
force and effect until the indebtedness hereby secured has been
fully paid and discharged.

1.3. Duration of Security Interest. The Secured Party,
its successors and assigns, shall have and hold the Collateral
forever; provided, always, however, that if the Debtor shall pay
or cause to be paid all the indebtedness hereby secured and shall
observe, keep and perform all the terms and conditions, covenants
and agreements herein, in the Finance Agreement, and the Notes
contained, then these presents and the estate hereby granted and
conveyed shall cease and this Security Agreement shall become
null and void; otherwise to remain in full force and effect.
Secured Party further acknowledges and agrees that Debtor may
prepay all or a portion of the indebtedness hereby secured with-
out penalty, after 30 days from date hereof and upon receipt of
such payment the Secured Party will, at the option of Debtor
either: (i) release and discharge its lien; or (ii) assign its
lien ‘to any third party designated by Debtor, in the Collateral
or any portion thereof. for which payment in full has been re-
ceived by Secured Party.

1.4. Excepted Rights in Collateral. There are ex-
pressly excepted and reserved from the security interest and
operation of this Security Agreement the following described
properties, rights, interests and privileges (hereinafter some-
times referred to as the Excepted Rights in Collateral) and
nothing herein or in any other agreement contained shall con-
stitute an assignment of the Excepted Rights in Collateral to the
Secured Party:




(a) any insurance proceeds payable under general
public liability policies maintained by Upper Merion and Plymouth
Railroad Company ("UMP") pursuant to a certain Management and
Maintenance Contract which by the terms of such policies or the
terms of the Management and Maintenance Contract are payable
directly to the Debtor for its own account; and

(b) any rights or interests obtained by Debtor
pursuant to any transfer of its interest in accordance with
Section 6 hereof.

Section 1A. CONDITIONS PRECEDENT.

- This loan shall be conditioned upon the Transferee of
Debtor's Interest (as defined in Section 6 hereof) entering into
a Management and Maintenance Contract, in the form attached
hereto as Exhibit 2, with UMP, and the assignment of Transferee's
right, title and interest in such Management and Maintenance
Contract, and the granting of a security interest therein, to the
Secured Party, as security for the payment of the indebtedness
hereby secured.

Section 2. COVENANTS AND WARRANTIES OF THE DEBTOR.

The Debtor covenants, warrants and agrees as follows:

2.1. Debtor's Duties. The Debtor covenants and agrees
well and truly to perform, abide by and to be governed and re-
stricted by each and all of the terms, provisions, restrictions,
covenants and agreements set forth in this Security Agreement,
and in each and every supplement thereto or amendment thereof
which may at any time or from time to time be executed and de-
livered by the parties thereto or their successors and assigns,
to the same extent as though each and all of said terms, pro-
visions, restrictions, covenants and agreements were fully set
out herein and as though any amendment or supplement, to this
Security Agreement were fully set out herein.

2.2. Warranty of Title. The Debtor has the right,
power and authority to grant a security interest in the Col-
lateral to the Secured Party for the uses and purposes herein set
forth; and the Debtor will warrant and defend the title to the
Collateral against all claims and demands of persons claiming by,
through or under the Debtor. The Debtor will not create, assume
or suffer to exist any Lien on the Collateral other than
Permitted Liens. As used herein, "Lien" shall mean any mortgage,
pledge, security interest, encumbrance, lease, lien or charge of
any kind (including any agreement to give any of the foregoing,
any conditional sale or other title retention agreement and the
filing of or agreement to give any financing statement under the
Uniform Commercial Code of any jurisdiction). As used herein,
"Permitted Liens" shall mean (a) the lien created by this Agree-
ment; (b) the lien of taxes, assessments or governmental charges
which are not at the time delinquent; and (c) the lien of taxes,




assessments or governmental charges which are delinquent but the
validity of which is being contested in good faith by appropriate
action diligently pursued, provided that such proceeding shall
suspend the collection of such taxes, assessments or governmental
charges and, in the reasonable opinion of the Secured Party, the
security interest in the Collateral, or any part thereof, would
not be adversely affected or forfeited during the period of such
contest; and (d) the rights of UMP under the Management and
Maintenance Contract; and (e) the lien held by Debtor pursuant to
its transfer of the Collateral in accordance with Section 6
hereof which is subject and subordinate to the lien of Secured
Party (which lien Debtor hereby agrees not to foreclose on with-
out the express written consent of Secured Party, said consent
not to be unreasonably withheld).

2.3. Further Assurances. The Debtor will, at its
expense, do, execute, acknowledge and deliver all and every
further acts, deeds, conveyances, transfers and assurances neces-
sary or proper for the perfection of the security interest being
herein provided for in the Collateral, whether now owned or
hereafter acquired.

The Debtor shall not sell, mortgage, transfer, assign
or hypothecate (other' than to the Secured Party hereunder and
except as provided in Section 6 hereof) its interest in the
Collateral or any part thereof or in any amount to be received by
it from the use or disposition of the Equipment.

2.4. After~acquired Property. Any and all property
described or referred to in the granting clauses hereof which is
hereafter acquired shall ipso facto, and without any further
conveyance, assignment or act on the part of the Debtor or the
Secured Party, become and be subject to the security interest
herein granted as fully and completely as though specifically
described herein, but nothing in this Section 2.4 contained shall
be deemed to modify or change the obligation of the Debtor under
Section 2.3 hereof.

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




Section 3. POSSESSION, USE AND RELEASE OF PROPERTY.

3.1. Possession cf Collateral. So long as there is no
Event of Default hereunder or an event which with the giving of
notice or lapse of time or both would constitute such an Event of
Default, the Debtor shall be suffered and permitted to remain in
full possession, enjoyment and control of the Equipment and to
manage, operate and use the same and each part thereof with the
rights and franchises appertaining thereto. It is expressly
understood that the use and management of the Equipment by UMP in
compliance with the terms of the Management and Maintenance
Contract shall not constitute a violation of this Section 3.1.

3.2. Release of Property. So 1long as no default
referred to in the Management and Maintenance Contract has oc-
curred and is continuing to the knowledge of the Secured Party,
the Secured Party shall execute a release in respect of any Item
of Equipment designated by UMP for settlement pursuant to the
Management and Maintenance Contract upon receipt from UMP of
written notice designating the Item of Equipment in respect of
which the Management and Maintenance Contract will terminate,
together with a statement that there is no such default there-
under, and the receipt from UMP of payment for the Casualty Value
for such Item of Equipment in compliance with the Management and
Maintenance Contract.

3.3. Protection of Purchaser. No purchaser in good
faith of property purporting to be released hereunder shall be
bound to ascertain the authority of the Secured Party to execute
the release, or to inquire as to any facts required by the pro-
visions hereof for the exercise of such authority; nor shall any
purchaser, in good faith, of any item or unit of the Collateral
be under obligation to ascertain or inquire into the conditions
upon which any such sale is hereby authorized.

Section 4. APPLICATION OF REVENUES AND CERTAIN OTHER
MONEYS RECEIVED BY THE SECURED PARTY.

4.1. Application of Revenues; Certain Prepayments. So
long as no Event of Default hereunder or event which with the
giving of notice or lapse of time or both would constitute such
an Event of Default has occurred and is continuing, the amounts
from time to time received by the Secured Party which constitute
payment of revenues under the Management and Maintenance Contract
shall be applied first, to the payment of interest to the extent
then done; and then to principal on the installments of the Note
and second, the balance, if any, of such amounts held by the
Secured Party after making the applications provided for herein
shall be released promptly to or upon the order of Debtor, or, if
a transfer has taken place under Section 6, to or upon the order
of such Transferee.

4.2. Application of Casualty Value Payments. So lqng
as no Event of Default or event which with the giving of notice
or lapse of time or both would constitute such an Event of De-
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fault has occurred and is continuing, the amounts from time to
time received by the Secured Party which constitute settlement by
UMP of the Casualty Value for any Item of Equipment pursuant to
the Management and Maintenance Contract shall be paid and applied
as follows:

(a) First, an amount equal to the accrued and
unpaid interest on that portion of the Note to be prepaid pur-
suant to the following subparagraph (b) shall be applied on the
Note;

(b) Second, an amount egual to the Loan Value (as
hereinafter defined) of such Item of Equipment for which settle-
ment is then being made shall be applied to the prepayment of the
Note, without premium, so that each of the remaining installments
of the Note shall be reduced in the proportion that the principal
amount of the prepayment bears to the unpaid principal amount of
the Note immediately prior to the prepayment; and

(c) Third, the balance, if any, of such amounts
held by the Secured Party after making the applications provided
for by the preceding subparagraphs (a) and (b) shall be released
promptly to or upon the order of the Debtor, or if a transfer has
taken place pursuant to Section 6 hereof, thereto or upon the
order of such Transferee.

For purposes of this Section 4.2, the Loan Value, in respect of
any Item of Equipment, shall be an amount equal to the product of
(A) a fraction, the numerator of which is an amount equal to the
Purchase Price of such Item of Equipment for which settlement is
then being made and the denominator of which is the aggregate
Purchase Price of all Items of Equipment then subject to the
Management and Maintenance Contract (including the Purchase Price
of such Item of Equipment for which settlement is then being
made), times (B) the unpaid principal amount of the Note im-
mediately prior to the prepayment provided for in this Section
4.2 (after giving effect to all payments of installments of
principal made or to be made on the date of prepayment provided
for in this Section 4.2).

4.3. Application of Casualty Insurance Proceeds. The
amounts received by the Secured Party from time to time which
constitute proceeds of casualty insurance maintained by UMP in
respect of the Equipment, shall be held by the Secured Party as a
part of the Collateral and shall be applied by the Secured Party
from time to time to any one or more of the following purposes:

(a) So long as no Event of Default has occurred
and is continuing, the proceeds of such insurance shall, if the
Equipment is to be repaired, be released to the Debtor (or if a
transfer has taken place pursuent to Section 6, thereto such
Transferee) to reimburse UMP for expenditures made for such
repair upon receipt by the Secured Party of a certificate of an
appropriate officer of UMP as required by the the Management and
Maintenance Contract; ‘



(b) If the insurance proceeds shall not have been
released to the Debtor pursuant to the preceding paragraph (a)
within (180) days from the receipt thereof by the Secured Party,
or if within such period UMP shall have notified the Secured
Party in writing that the Management and Maintenance Contract in
respect to any Item of Equipment is to be terminated then so long
as no Event of Default has occurred and is continuing to the
knowledge of the Secured Party, the insurance proceeds shall be
applied by the Secured Party as follows:

(1) First, to the prepayment of the Note all
in the manner and to the extent provided for by Section 4.2
hereof; and

(ii) Second, the balance, if any, of such
insurance proceeds held by the Secured Party after making the
applications provided for by the preceding subparagraph (i) shall
be released promptly to or upon the order of the Debtor, or if a
transfer has taken place pursuant to Section 6, thereto or upon
the order of such Transferee.

4.4. Default. 1If an Event of Default has occurred and
is continuing, all amounts received by the Secured Party pursuant
to Section 1.2 hereof shall be applied in the manner provided for
in Section 4 in respect of proceeds and avails of the Collateral.

Section 5. DEFAULTS AND OTHER PROVISIONS.

5.1. Events of Default. The term Event of Default
shall mean one or more of the following:

‘ (a) Default in payment of an installment of the
principal of, or interest on, the Note when and as the same shall
become due and payable, whether at the due date thereof or at the
date fixed for any prepayment or by acceleration or otherwise,
and any such default shall continue unremedied for ten days after
written notice to Debtor and any Transferee that the same is due
and payable; or

(b) An Event of Default, as defined and set forth
in the Management and Maintenance Contract;

: (c) Default on the part of the Debtor in the due
observance or performance of any covenant or agreement to be
observed or performed by the Debtor under this Security Agree-
ment, and such default shall continue unremedied for 30 days
after written notice from the Secured Party to the Debtor
specifying the default and demanding the same to be remedied; or

(d) Any representation or warranty on the part of
the Debtor or UMP made herein or in the Management and
Maintenance Contract or in any report, certificate, financial or
other statement furnished in connection with this Security Agree-
ment, the Management and Maintenance Contract, or the transac-



tions contemplated herein or therein shall prove to be false or
misleading in any material respect when made; or

(e) Any claim, lien or charge (other than Permit-
ted Liens) shall be asserted against or levied or imposed upon
the Equipment, and such claim, lien or charge shall not be dis-
charged or removed within thirty calendar days.

(f) Any proceeding shall be commenced by or
against the Debtor for any relief which includes or might result
in any modification of the obligations of the Debtor hereunder
under any bankruptcy or insolvency law or laws relating to the
relief of debtors, readjustment of indebtedness, reorganizations,
arrangements, compositions or extensions, or if commenced against
Debtor such proceedings shall have been dismissed within 90 days.

5.2. Secured Party's Rights. The Debtor agrees that
when any Event of Default has occurred and is continuing, the
Secured Party shall have the rights, options, duties and remedies
of a secured party, and the Debtor shall have the rights and
duties of a debtor, under the Uniform Commercial Code of the
Commonwealth of Pennsylvania (regardless of whether such Code or
a law similar thereto has been enacted in a jurisdiction wherein
the rights or remedies are asserted) and the Secured Party shall
have the following rights and remedies:

(a) The Secured Party may, by notice in writing
to the Debtor declare the entire unpaid balance of the Note to be
immediately due and payable; and thereupon all such unpaid
balance, together with all accrued interest thereon, shall be and
become immediately due and payable. Notwithstanding anything to
the contrary contained herein, the Debtor and/or its successors
and assigns and any Transferee (the "Redeeming Party") shall have
the right to redeem all but not less than all of the Items of
Equipment owned by said Redeeming Party by paying to Secured
Party, within ten (10) days of the receipt by Debtor of the
notice from the Secured Party, an amount equal to the Redemption
Value (as hereinafter defined) for each Item of Equipment to be
redeemed. For the purposes of this Section 5.2(a), the Redemp-
tion Value, in respect of any Item of Equipment shall be an
amount egqual to the product of (A) a fraction, the numerator of
whichh is an amount equal to the Purchase Price of the Item or
Items of Equipment to be redeemed and the denominator of which is
the aggregate Purchase Price of all Items of Equipment covered by
this Security Agreement times (B) the unpaid principal amount of
the Notes plus accrued and unpaid interest as of the date of
payment of the Redemption Value. In addition to the Redemption
Value, the Redeeming Party must also pay any and all costs and
expenses incurred by Secured Party applicable to those Items of
Equipment to be redeemed as would have been paid under Paragraph
5.6(a) hereinafter from the proceeds and/or avails of any sale.
Upon payment of the Redemption Value and the costs and expenses
referred to above, the redeemed Items of Equipment shall be
released from all liens, claims or encumbrances of the Secured
Party.



(b) The Secured Party personally or by agents or
attorneys, shall have the right (subject to compliance with any
applicable mandatory legal requirements) to take immediate pos-
session of the Collateral, or any portion thereof, and for that
purpose may pursue the same wherever it may be found, and may
enter any of the premises of the Debtor, with or without notice,
demand, process of law or legal procedure, if this can be done
without breach of the peace, and search for, take possession,
remove, keep and store the Collateral, or use and operate or
lease the Collateral until sold.

(c) The Secured Party may, if at the time such
action may be lawful (subject to compliance with any mandatory
legal requirements) either with or without taking possession and
either before or after taking possession, and without instituting
any legal proceedings whatsoever, and having first given notice
of such sale by registered mail to the Debtor once at least ten
days prior to the date of such sale, and any other notice which
may be required by law, sell and dispose of said Collateral, or
any part thereof, at public auction to the highest bidder, in one
lot as an entirety or in separate lots, and either for cash or on
credit and on such terms as the Secured Party may determine, and
at any place (whether or not it be the location of the Collateral
or any part thereof) designated in the notice above referred to;
provided, however, that any such sale shall be held in a com-
mercially reasonable manner. Any such sale or sales may be ad-
journed from time to time by announcement at the time and place
appointed for such sale or sales, or for any such adjourned sale
or sales, without further published notice, and the Secured Party
or the holder or holders of the Note, or of any interest therein,
or the Debtor may bid and become the purchaser at any such sale.

(d) The Secured Party may proceed to protect and
enforce this Security Agreement and the Note by suit or suits or
proceedings in equity, at law or in bankruptcy, and whether for
the specific performance of any covenant or agreement herein
contained or in execution or aid of any power herein granted, or
for foreclosure hereunder, or for the appointment of a receiver
or receivers for the Collateral or any part thereof, for the
recovery of judgment for the indebtedness hereby secured or for
the enforcement of any other proper, legal or equitable remedy
available under applicable law; and

(e) The Secured Party may proceed to exercise all
rights, privileges and remedies of the Debtor under the Manage-
ment and Maintenance Contract and may exercise all such rights
and remedies either in the name of the Secured Party or in the
name of the Debtor for the use and benefit of the Secured Party.

5.3. Acceleration Clause. In case of any sale of the
Collateral, or of any part thereof, pursuant to any judgment or
decree of any court or otherwise in connection with the enforce-
ment of any of the terms of this Security Agreement, the princi-
pal of the Note, if not previously due, and the interest accrued




thereon, shall at once become and be immediately due and payable;
also in the case of any such sale, the purchaser or purchasers,
for the purpose of making settlement for or payment of the pur-
chase price, shall be entitled to turn in and use the Note and
any claims for interest matured and unpaid thereon, in oxrder that
there may be credited as paid on the purchase price the sum
apportionable and applicable to the Note including principal and
interest thereof out of the net proceeds of such sale after
allowing for the proportion of the total purchase price required
to be paid in actual cash.

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

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

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

(a) First, to the payment of costs and expenses
of foreclosure or suit, if any, and of such sale, and of all
property expenses, liability and advances, including legal ex-

- 10 =~



penses and attorneys' fees, incurred or made hereunder by the
Secured Party, or the holder or holders of the Note and of all
taxes, assessments or liens superior to the lien of these pre-
sents, except any taxes, assessments or other superior lien
subject to which said sale may have been made;

(b) Second, to the payment of the holder or
holders of the Note of the amount then owing or unpaid on the
Notes for principal and interest; and in case such proceeds shall
be insufficient to pay in full the whole amount so due, owing or
unpaid upon the Note, then the first to unpaid principal thereof,
and second, to unpaid interest thereon;

: (c) Third, to the payment of the surplus, if any,
to the Debtor, its successors and assigns, any Transferee or to
whomsoever may be lawfully entitled to receive the same.

5.7. Discontinuance of Remedies. In case the Secured
Party shall have proceeded to enforce any right under this
Security Agreement by foreclosure, sale, entry or otherwise, and
such proceedings shall have been discontinued or abandoned for
any reason or shall have been determined adversely, then, and in
every such case, the Debtor, the Secured Party and the holder or
holders of the Note shall be restored to their former positions
and rights hereunder with respect to the property subject to the
security interest created under this Security Agreement.

5.8. Cumulative Remedies. No delay or omission of the
Secured Party or of the holder of the Note to exercise any right
or power arising from any default on the part of the Debtor,
shall exhaust or impair any such right or power or prevent its
exercise during the continuance of such default. No waiver by
the Secured Party, or the holder of the Note of any such default,
whether such waiver be full or partial, shall extend to or be
taken to affect any subsequent default, or to impair the rights
resulting therefrom except as may be otherwise provided herein.
The Secured Party may exercise any one or more or all of the
remedies hereunder and no remedy is intended to be exclusive of
any other remedy but each and every remedy shall be cumulative
and in addition to any and every other remedy given hereunder or
otherwise existing now or hereafter at law or in equity; nor
shall the giving, taking or enforcement of any other or ad-
ditional security, collateral or guaranty for the payment of the
indebtedness secured under this Security Agreement operate to
prejudice, waive or affect the security of this Security Agree-
ment or any rights, powers or remedies hereunder, nor shall the
Secured Party or holder of any of the Note be required to first
look to, enforce or exhaust such other or additional security,
collateral or guaranties.

Section 6. TRANSFER OF DEBTOR'S INTEREST.

The Secured Party agrees that the Debtor may transfer
(including transfers prior to delivery and acceptance of the
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Equipment by UMP under the Management and Maintenance Contract)
its interest in the Collateral to any third party or parties
(collectively the ‘'Transferee'") pursuant to the terms and
conditions hereinafter set forth and the Debtor agrees that it
will not sell or otherwise transfer its interest in the Col-
lateral, or any part thereof, unless the following conditions are
met:

(a) The Debtor will deliver to the Secured Party
any and all documents and will make such filing, registering or
depositing of such documents at its sole cost and expense as may
be required to continue in effect the perfected first security
interest of the Secured Party in and to the Collateral.

(b) The Debtor will deliver an opinion of
counsel, in form and substance satisfactory to the Secured Party,
to the effect that all action necessary to maintain the first
security interest of the Secured Party in the Collateral upon and
subsequent to any such transfer has been performed and the
Secured Party continues to have a valid and perfected first
security interest in the Collateral enforceable in accordance
with the terms of this Agreement.

(c) The Transferee shall expressly acknowledge
and agree in writing that the interest transferred to it by the
Debtor is subject, and subordinate in all respects, to the
security interest of the Secured Party in the Collateral under
this Agreement.

(d) The Debtor shall, and hereby does, expressly
acknowledge and agree that no such transfer shall in any way
discharge or 1limit any of the Debtor's obligations under this
Security Agreement, and the Note.

(e) The Debtor shall promptly furnish the Secured
Party with copies of all documents relating to such transfer.

(f) The Transferee shall provide to the Secured
Party a certificate signed by a responsible officer thereof
representing and warranting as follows:

(1) that the purchase from Debtor of the
Equipment and any management arrangement made by Transferee with
regard to such Equipment is subject, and subordinate in all
respects, to the security interest of Secured Party in the Col-
lateral.

(ii) that the Transferee shall pay or dis-
charge any and all claims, liens, charges or security interests
claimed by any party from, through or under the Transferee, its
successors or assigns not arising out of the transactions con-
templated by this Security Agreement (but including tax liens
arising out of the receipt by Transferee of income and proceeds
from the Collateral) equal or superior to the security interest
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of Secured Party in the Collateral which if unpaid might become a
claim, lien, charge or security interest on or with respect to
such Collateral; provided, however, that Transferee shall not be
required to discharge such claim, lien, charge or security in-
terest so long as the validity thereof shall be contested in good
faith and by appropriate legal or administrative proceedings in
any reasonable manner and the nonpayment thereof does not, in the
reasonable opinion of Secured Party, adversely affect its
security interest in or to such Collateral or any portion there-
of.

(iii) that the Transferee has full right,
power and authority to execute and deliver and to carry out the
terms and provisions of the agreements and related documents (the
"Transfer Documents") relating to the purchase from Debtor and
management by Debtor of the Equipment;

(iv) that there are no proceedings pending,
or to Transferee's knowledge threatened, against or affecting
Transferee 1n any court or before any governmental authority or
arbitration board or tribunal which, if adversely determined,
would materially and adversely affect Transferee's right, power
and authority to enter into the Transfer Documents or perform its
obligations thereunder;

(v) that the Equipment acgquired by Trans-
feree is free and clear of any liens or encumbrances which result
from claims against Transferee not relating to ownership of such
Equipment. Transferee has not by affirmative act conveyed title
to such Equipment to any person or entity or subjected the Equip-
ment to any lien or encumbrance other than the Permitted Liens;

. (vi) that the Transferee will not further
transfer or assign its interest in the Collateral without the
prior written consent of Secured Party, which consent is not to
be unreasonably withheld.

(vii) Notwithstanding any other provision
hereof, it is expressly understood that Transferee's obligation
under the Security Agreement shall be non-recourse obligations
enforceable only against the Collateral.

Section 7. MISCELLANEQUS.

7.1. Registration and Execution. The Note shall be
registered as to principal and 1interest and shall be signed on
behalf of the Debtor by its President or any Vice President or
any other officer of the Debtor who, at the date of the actual
execution thereof, shall be a proper officer to execute the same.

7.2. Payment of the Note.

(a) The principal of, and interest, on the Note
shall be payable by wire transfer of immediately available funds
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to such bank or trust company in the continental United States
for the account of the holder thereof as such holder shall
designate to the Debtor from time to time in writing, and if no
such designation is in effect, by check, duly mailed, first
class, certified, postage prepaid, or delivered to such holder at
its address appearing on the Register as defined in Section 7.3.
All payments so made shall be valid and effectual to satisfy and
discharge the liability upon the Note to the extent of the sums
so paid. Each holder (or the person for whom such holder is a
nominee) by its acceptance of the Note agrees that, before sel-
ling, transferring or otherwise disposing of the Note, it will
present the Note to the Debtor for transfer and notation as
provided in Sections 7.4 and 7.5.

(b) All amounts constituting payment of the
installments of revenues under the Management and Maintenance
Contract or Casualty Value received by the Secured Party and
applied on the Note pursuant to Section 4 hereof shall be valid
and effectual to satisfy and discharge the liability upon the
Note to the extent of the amounts so received and applied.

7.3. The Register. The Debtor will keep at its prin-
cipal office a register for the registration of transfers of Note
(herein called the Register). The names and addresses of the
holders of the Note, the transfers of the Note and the names and
addresses of the transferees of Note shall be registered in the
Register.

7.4. Transfers and Exchanges of the Note; Lost
or Mutilated Note.

(a) The holder of the Note may transfer the Note
upon the surrender thereof at the pr1nc1pa1 corporate office of
the Debtor and the Debtor shall execute in the name of the trans-
feree a new Note or Notes in an aggregate principal amount equal
to the unpaid principal amount of the Note so surrendered in
denominations not less than the lesser of (i) $50,000 or (ii) the
aggregate principal amount of notes then held by such holder and
deliver such new Note or Notes to the Debtor for delivery to such
transferee.

’ (b) The holder of any Note or Notes may surrender
such Note or Notes at the principal office of the Debtor, ac-
companied by a written request for a new Note or Notes in the
same aggregate principal amount as the then unpaid principal
amount of the Note or Notes so surrendered and in such denomina-
tions not less than the lesser of (1) $50,000 or (ii) the ag-
gregate principal amount of Notes then held by such holder as may
be specified in such request. Thereupon, the Debtor shall ex-
ecute in the name of such holder a new Note or Notes in the
denomination or denominations so requested and deliver such new
Note or Notes to such holder.
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(c) All Notes presented or surrendered for ex-
change or transfer shall be accompanied (if so required by the
Debtor) by a written instrument or instruments of assignment or
transfer, in form satisfactory to the Debtor, duly executed by
the registered holder or by its attorney duly authorized in
writing.

(d) No notarial act shall be necessary for the
transfer or exchange of any Note pursuant to this Section 7.4,
and the holder of any Note issued as provided in this Section 7.4
shall be entitled to any and all rights and privileges granted
under this Security Agreement to a holder of a Note.

{e) 1In case any Note shall become mutilated or be.
destroyed, lost or stolen, the Debtor, upon the written request
of the holder thereof, shall execute and deliver a new Note in
exchange and substitution for the mutilated Note, or in lieu of
and in substitution for the Note so destroyed, lost or stolen.
The applicant for a substituted Note shall furnish to the Debtor
such security or indemnity as may be required by the Debtor to
save it harmless from all risks, and the applicant shall also
furnish to the Debtor evidence to its satisfaction of the mutila-
tion, destruction, loss or theft of the applicant's Note and of
the ownership thereof. 1In case any Note which has matured or is
about to mature shall become mutilated or be destroyed, lost or
stolen, the Debtor may, instead of issuing a substituted Note,
pay or authorize the payment of the same (without surrender
thereof except in the case of a mutilated Note), if the applicant
for such payment shall furnish to the Debtor such security or
indemnity as the Debtor may require to save it harmless, and
shall furnish evidence to the satisfaction of the Debtor of the
mutilation, destruction, loss or theft of such Note and the
ownership thereof. 1If the Secured Party, or its nominee, is the
owner of any such lost, stolen or destroyed Note, then the af-
fidavit of the president, vice president, treasurer or assistant
treasurer of such Note purchaser setting forth the fact of loss,
theft or destruction and of its ownership of the Note at the time
of such loss, theft or destruction shall be accepted as satis-
factory evidence thereof and no indemnity shall be required as a
condition to execution and delivery of a new Note other than the
written agreement of such Note purchaser to indemnify the Debtor
for any claims or actions against it (and for its attorneys'
fees) resulting from the issuance of such new Note or the reap-
pearance of the old Note.

(f) 1If at any future time, the Notes should be
held by two or more holders, all payments on the Notes hereunder
shall be allocated to all Notes at the time outstanding in pro-
portion to the outstanding principal amounts thereof.

(g) Any Note or Notes issued in exchange for a
Note or upon transfer thereof shall carry the rights to unpaid
interest and interest to accrue which were carried by the Note so
exchanged or transfered, so that neither gain nor loss of in-
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terest shall result from any such transfer or exchange and shall
be valid obligations of the Debtor evidencing the same debt as
the related outstanding Notes and shall be entitled to the
benefits and security of this Security Agreement to the same
extent as such outstanding Note.

(h) Upon the issuance of any new Note pursuant to
this Security Agreement, the Debtor shall prepare and deliver to
the Secured Party and the holder of such Note an amortization
schedule with respect to such Note setting forth the amount of
each installment payment to be made on such Note after the date
of issuance thereof and the unpaid balance of such Note after
each such installment payment.

7.5. Cancellation of Notes. All Notes surrendered for
the purpose of payment, redemption, transfer or exchange shall be
delivered to the Debtor for cancellation or, if surrendered to
the Debtor, shall be cancelled by it, and no Notes shall be
issued in lieu thereof except as expressly required or permitted
by any of the provisions of this Security Agreement.

7.6. Registered Owner. The person in whose name any
Note shall be registered shall be deemed and treated as the owner
thereof for all purposes of this Security Agreement and the
Debtor and the Secured Party shall not be affected by any notice
to the contrary.

7.7. Business Days. As used herein, the term "business
days" means calendar days, excluding Saturdays, Sundays and any
other day on which banking institutions in the Commonwealth of
Pennsylvania are authorized or obligated by law to remain closed.

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

7.9. Partial Invalidity. The unenforceability of
invalidity of any provision or provisions of this Security Agree-
ment shall not render any other provision or provisions herein
contained unenforceable or invalid.

7.10. Communications. All communications provided for
herein shall be In writing and shall be deemed to have been given
(unless otherwise required by the specific provisions hereof in
respect of any matter) when deposited in the United States certi-
fied mails, first class, postage prepaid, addressed as follows:
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To the Debtor: Funding Systems Railcars, Inc.
Suite 404
1000 RIDC Plaza
Pittsburgh, PA 15238

ATTENTION: Allen E. Nugent, 1II
Vice President

To the Secured
Party: Lincoln First Bank N.A.
One Lincoln First Square
Rochester, NY 14643

ATTENTION: Peter G. Posson
Vice President

To the Transferee: At the address specified in
the certificate delivered
pursuant to Section 6 hereof.

or to the Debtor or the Secured Party or the Transferee at such
other address as the Debtor or the Secured Party or the Trans-
feree may designate by notice duly given in accordance with this
Section to the other party.

7.11. Release. The Secured Party shall release this
Security Agreement and the security interest granted hereby by
proper instrument or instruments upon presentation of satis-
factory evidence that all indebtedness secured hereby has been
fully paid or discharged. A

7.12. Governing Law. This Security Agreement and the
Notes .shall be construed in accordance with and governed by the
laws of the Commonwealth of Pennsylvania; provided, however, that
the parties shall be entitled to all rights conferred by 49
U.S.C. Section 11303 and such additional rights arising out of
the filing, recording or deposit hereof, if any, and of any
assignment hereof as shall be conferred by the 1laws of the
secured jurisdictions in which this Agreement or any assignment
hereof shall be filed, recorded or deposited.

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

7.14. Headings. Any headings or captions preceding
the text of the several sections hereof are intended solely for
convenience of reference and shall not constitute a part of this
Security Agreement nor shall they affect its meaning, construc-
tion or effect.
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IN WITNESS WHEREOF, the Debtor and the Secured Party

have executed this Security Agreement as of the day and year
first above written.

(CORPORATE SEAL) FUNDING  SYSTEMS RAILCARS,

ATTEST; L / '
/ %M“/ ' @«Z (AL T
> LIN&é FIRST BANK N.A.
ATTEST : ,

f*LZ//L u ) s ey
QU rins,

INC.

E/M7



STATE OF NEW YORK )

}SS:
COUNTY OF NEW YORK )

On this 2lst day of August , 1979 , before me,
personally appeared Stanley B. Scheinman to me person-
ally known, who being by me duly sworn, says that he is a

President of FUNDING SYSTEMS RAILCARS, INC.

that one of the seals affixed to the foregoing instrument is the
corporate seal of said corporation, that said instrument was
signed and sealed on behalf of said corporation by authority of
its Board of Directors; and he acknowledged that the execution of
the foregoing instrument was the free act and deed of said

corporation. w/f
Notary Public
STEPHEN W. RUBIN
(SEAL) Notary Pubhc, State é.e’ New Yoek
Qualifi d )
Comnnssxo; El:pﬁgMndhl mg [@
STATE OF %p gfwﬁk )
" )SS:

COUNTY OF iyt thhsler )

oOn this 4l day of W , 19%9,
before me, personally appeared TH CURT /Y to
me personally known, who being by me duly sworn, says that he is
auy ATTokRpEY pob_ .##% LINCOLN FIRST BANK N.A. that one

of the seals affixed to the foregoing instrument is the corporate
seal of said corporation, that said instrument was signed and
sealed on behalf of said corporation by authority of its Board of
Directors; and he acknowledged that the execution of- the fore-
going instrument was the free ac deed of said o/r/poration.

(SEAL)
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BUILDER - The Chessie
Corporation

-

SCHEDULE A-1

DESCRIPTION OF EQUIPMENT

Equipment
Builder's Numbers Total
Type Specifications Quantity (Inclusive) Price Price Delivery
100-ton Chessie System 100 UMP 6920~ $37,224.85  $3,722,485.00 Russell, Kentucky
open-top Specification UMP 7019

hopper cars No. HT-8978

Total « « « v v v v v ... 100 Total . . . . .\ . . . . .$3,722,485.00



