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March 16, 1979

Secretary : ﬁ}~miﬁjﬁ5}f%ifﬁL;%
Interstate Commerce Commission . :
Washington, D.C. 20423 : ’ﬁ%ﬁ:jlﬁ 0 1979

Re: Recordation and Filing of Documents Pertaining  DOH® oo

to the Mortgage and the Management of One-Hundred £ :
Covered -Hopper Railroad Freight Cars Owned by Fao § J@ﬁﬁgﬁ;mmm;

GWI Leas1ng Corp

Y Werhion
Dear Sir: '

In accordance with the provisions and procedures of Section 11303 of the
Revised Interstate Commerce Act, 49 U.S.C. §11303, and Part 1116 of Title 49
of the Code of Federal Regulatlons, it is hereby respectfully requested that
the documents enclosed with this letter of transmittal, and more fully de-
scribed hereinbelow, pertaining to the mortgage and the management of one-
hundred (100)  covered-hopper railroad freight cars owned by GWI Leasing
Corp., be recorded and filed by the. Interstate Commerce Commission (the
"Commission") pursuant to Section 1116.5 of said Title 49 of the Code of
Federal Regulations. .

¢

A, Descriptiﬁn of the Documents'and the Parties Thereto

* Enclosed herewith are the follow1ng orlglnal documents to be recorded by
the Commission and two certified true copies of each of the said original
documents to be recorded and filed by the Comm1831on

{1)‘ the 'Loan and‘_Securlty Agreement, dated as of February 16,
1979, by and among (A) GWI ‘Leasing Corp., a Delaware corporation, the
principal offices of which are located at 270 Greenwich Avenue, Green-
wich, Connecticut, (B) Geneésee and Wyoming Industries, Inc., a Delaware
corporation, the principal offices of which are located at 270 Greenwich
Avenue, Greenwich, Connecticut, and (C) The First National Bank of Bos-
ton, 100 Federal Street Boston, Massachusetts 02110 (the said Loan and
- Security Agreement be1ng hereinafter called the "Loan Agreement'}; and

~ (ii) " the Management Agreement, dated November 7, 1978, by and be-
tween States Marine Corporation, doing business through its division,
States Rail Services, 280 Park Avenue, New York, New York; and GWI
Leasing Corp., a Delaware corporation, the pr1nc1pal offlces of which
are located at 270 Greenwich Avenue, Greenwich, Connecticut (the said-
fManagement Agreement being hereinafter called the "Management Agree-
ment").




1. The Loan Agreement.

The First National Bank of Boston (the ”Bank”) has, upon the terms and
subject to the conditions contained in the Loan Agreement, made loans in the
aggregate principal amount of $2,662,500.00 ‘(the "Loans") to GWI Leasing
Corp. (the "Investor"). The‘entire;proceeds of .the Loans have been applied
by the Investor towards the payment of the purchase pricé of one-hundred
(100) covered-hopper railroad freight cars purchased by the Investor from Na-
tional Steel Car Corporation, Limited, a Canadian: corporation located in
Hamilton, Ontario, Canada (the "Manufacturer"). Further particulars of the
one~hundred (100) covered-hopper railroad freight cars so purchased by the
Investor from the Manufacturer (the said one-hundred (100) covered-hopper
railroad freight cars being hereinafter called the "Investor's Covered-
Hopper Railroad Cars") are set forth below.

In order to secure the payment'and performance‘by‘thé Investor of all of

its obligations to the Bank under the Loan Agreement and under two Promissory

Notes, dated  February 20, 1979 ‘and March 12, 1979, respectively (the
"Notes"), executed and dellvered to. the Bank by the .Investor (which Notes
evidence the obligations of the Investor to the: Bank to repay the Loans and
the interest thereon), the Investor has, pursuant to Section 4 of the Loan
Agreement, granted to the Bank a mortgage over and in respect of each of the
Investor's Covered-Hopper Railroad Cars.

Each of the Investor's Covered Hopper Railroad Cars is a 100-ton, 4,550
cubic feet capacity, steel covered-hopper railroad freight car, lined for use
in the transport. and shipping of grain products and select minerals, includ-
ing salt. Each of the Investor's Covered-Hopper Railroad Cars was manufac-
tured by, and was purchased by the Investor from, the Manufacturer.

The Identifying Marks, the Serial Numbers aﬁd the A.A.R. Mechanical Des-
ignation of the Investor's Covered-Hopper Railrcad Cars are as follows:

| o ‘ A.A.R.
Number of ‘ Identifying Serial Mech.
Cars Marks - Numbers Desig.
11 GNWR - 810105 to L0
“and including
810115
89 GNWR 810206 to Lo
‘ and including
810294

o\



2. The Management Agreement

Pursuant to the terms oOf the Management Agreement States Marine Corpo-
ration, ‘doing business through its division, States Rail Services ("SMC/
SRS™), has agreed to manage, on behalf of and as agent for the Investor, the
one-hundred (100) Investor's Covered- Hopper Railroad Cars purchased by the
Investor from the Manufacturer and mortgaged by the Investor to the Bank pur-
suant to Section 4 of the Loan Agréement. . In accordance with the terms of
the Management Agreement, SMC/SRS took possession of each of the Investor's
Covered-Hopper Railroad Cars at the Manufacturer's plant in Hamilton, Ontar- .
io, Canada, for the purpose of managing such railroad cars as agent for the
Investor -and as provided by the Management Agreement.

Although SMC/SRS has the right under the Management ﬁgreement to manage
each of the Investor's Covered-Hopper Railroad Cars, SMC/SRS does not have
title to, and is not the owner of, any of the Investor § Covered~Hopper Rail-
road Cars. ’ :

B. Description of Other Documents. Prev1ous]y Submltted to the
Commission for Recordlng

Reference is also hereby made to the following two documents, an origi-
nal of each of which has been recorded by thé-Commission and two certified
true copies of each of which have been recorded and filed by the Commission

under the recordation numbers, and on the date and at the hour set forth be-

low:

RECORDATION
DOCUMENT _ _ NUMBER DATE HOUR
(i) the Agreement, dated as of Novem- 410209 3/16/79  2:20 p.m.

ber 7, 1978, by and between the Genesee
and Wyoming Railroad Company, 3846 Retsof
Road, Retsof, New York, and (B) States
Marine Corporation, doing business through
its division, States Rail Services, and
acting both for itself and as agent for
the Investor (the -said Agreement being
hereinafter called the "GWRR Use Agree-
ment'); and

(ii) the Subcontractor Agreement, dated  #9946A 12/27/78 1:35 p.m.
as of November 7, 1978, by and between

States Marine Corporation, doing.busi-

ness through its division, States Rail

Services, 280 Park Avenue, New York,
_New York, and GWI Rail Management
Corp., 3846 Retsof Road, Retsof, New
York (the said Subcontractor Agreement
being hereinafter called the ''Subcon-
tractor Agreement')
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1. The GWRR Use Agreement.

Pursuant to the terms of the GWRR Use Agreement, SMC/SRS, acting in its
capacity as agent for the Investor under the Management Agreement, has deliv-
ered to the Genesee and Wyoming Railroad Company ("GWRR"), for the latter's
use in the ordinary course of its operatlons, each of the Investor's Covered-
Hopper Railroad Cars.

2. Subcontractor Agreement

Pursuant . to the terms of the Subcoutractor Agreement SMC/SRS has sub-
contracted to GWI Ra;l Management Corp. ("GWIRM") certain operational and
managerial responsibilities which have been assumed by SMC/SRS under the Man-
agement Agreement and the GWRR Use Agreement in respect of each of the Inves-
tor's Covered~-Hopper Railroad Cars.

Reference is also hereby made (A) to the letter of transmittal, dated
December 21, 1978, from States Rail Services to the Commlss1on, for - a more
complete description of the arrangements and transactions contemplated by the
Subcontractor Agreement, and (B) to the letter of transmittal dated March 12,
1979, from States Rail Services to.the Commission, for a more complete des-
cription of the arrangements and transactions contemplated by the GWRR Use
Agreement.

C. Description of Guarantee.

Genesee and Wyoming Industries, Inc., a Delaware corporation, the prin-
cipal offices of which .are located "at 270 Greenwich Avenue, Greenwich, Con-
necticut, has, upon the terms contained in Section 5 of the Loan Agreement,
absolutely and unconditionally guaranteed to the Bank the payment of all of
the obligations of the Investor to the Bank under the Loan Agreement and the
Notes.

D. Rights and Interests in the Cars.

The rlghté and interests in and to the Investor's Covered- ~Hopper Rail-
road Cars of each of the parties named herein may be briefly summarized as
follows:

Rights and Interests

Party ’ "in the Cars
GWI Leasing Corp. . . .-+ + .« . .Owner and Mortgagor of the Cars
The First National Bank of Boston .+« .« . .Mortgagee of the Cars
States Marine Corporatlon/States . -
Rail Services. . . . «.. « .Manager of the Cars
Genesee and Wyoming Ra11road Company . . . .User or Bailee of the Cars
GWI Rail Management Corp. . . . . . .-. . . .Manager of the Cars

.



E. Prqcedural Mattérs,

It is hereby respectfully requested that each of the following names be
inserted in the Commission index established pursuant to Section 1116.5(c) of
Title 49 of the Code of Federal Regulations:
(1) The First National Bank of Boston;
(2) GWI Leasing Corp.j
(3) States Marine Corporation;
(4). States Rail Services;
v(5)' Genesee and Wyoming Railroad Company; and
(6) GWI Rail Management Corp.
It is also ‘hereby respectfully requested that the recordation number of
} each of the following documents be noted in the Commission index under the
' ‘name of each of the parties shown above:
(a) the Loan Agreement enclosed with this letter;
(b) the Manégement Agreement enclosed with this letter;
(c) the GWRR Use Agreement (Recordation Number:10209); and
(d8) - thé Subcontractor Agréement‘ (Recordatioh' Number: 99464) .
A check in. the amount of One Hundred Dollars ($100.00) has been enclosed
with this letter of transmittal to cover the recordation fee prescribed by
Section 1116.3(d) of Title 49 of the Code of Federal Regulatlons
Kindly stamp the enclosed copy of . this ]etter of transmlttal and return

such copy and the original documents enclosed herewith to Louis J. Duval,
Esq., Bingham, Dana & Gould, 100 Federal Street, Boston, ﬂassachusetts 02110.

If there are any questions with respect to the Loan Agreement; the Man-
agement Agreement, the GWRR Use Agreement, the Subcontractor Agreement or the
transactions described therein please feel free to telephone Louis J. Duval,
Esq., collect, at (617) 357-9300.
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. The undersigned hereby declares that-he is an Assistant Vice President
of The First National Bank of Boston, and that he has knowledge of the mat-
ters set forth in the documents enclosed herewith.
Very truly yours,

! !

thames'F. Notman, 9r.
Assistant Vice President

Enclosures
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RECORDATION NO......... . Filed 1425
COMMONWEALTH OF MASSACHUSETTS) '
) MAR =0 -1 55 AM

COUNTY OF SUFFOLK ) -
INTERSTATE COMMERGE CUmMBHSRHION

I, the undersigned, Notary Public, do hereby certify
that I have compared the documents attached hereto with an
executed original of the Loan and Security Agreement,
dated as of 16th February, 1979, among (1) GWI Leasing
Corp., (2) Genesee and Wyoming Industries, Inc., and (3)
The First National Bank of Boston, and that the document -
attached hereto is a true, correct and complete copy of
the said Loan and Security Agreement,

......
-----

bate:_ M) /e /975 . (U,Mi l (Y A

Notary Publlc

[Notarial Seal]
My commission expires:

o ARTHUR 3, POTTIE, Netary Public

- ;"‘fi .7 Wy Commission Expires: June 2 ) 1613
-7 _/ ., -
T -
-~ ~




LOAN AND SECURITY AGREEMENT

THIS LOAN AND SECURITY AGREEMENT is made as of the 16th day of Feb-
ruary, 1979, AMONG (1) GWL LEASING CORP., (2) GENESEE AND WYOMING INDUS~
-TRIES, INC., and (3) THE FIRST NATIONAL BANK OF BOSTON.

Section 1. Interpretation. For all purposes of this Loan and Se-
curity Agreement, including the Exhibits annexed hereto, unless the con-
text otherwise requires:

(a) '"Advances" means, collectively, all advances made or to
be made to the Borrower pursuant to Section 2.2 herecf, and '"Advarnce™
means any one of the Advances.

(b) "this Agreement' means this Loan and Security Agreement
as originally executed and includes the Exhibits annexed hereto, or, if
this Loan and Security Agreement shall be varied or supplemented from

time to time, as this Loan and Security Agreement shall be so varied or
supplemented.

(c) '"Bank" means The First National Bank of Boston, the Head
Office of which is located at 100 Federal Street, Boston, Massachusetts,
and includes its successors in title and assigns.

(d)  "Borrower" means GWI Leasing Corp., a Delaware corpora-
tion, the principal offices of which are located at 270 Greenwich Ave=-
nue, Greenwich, Comnecticut, and includes its successors in title and
assigns.

(e) "Cars" means, collectively, (i) all of the covered hopper
railroad freight cars which shall from time to time be delivered by the
Manufacturer to the Manager as agent for the Borrower and accepted by
the Manager as agent for the Borrower, all as contemplated by the Man-
agement Agreement, (ii) all appliances, parts, instruments, accessories,
appurtenances and other equipment of whatever nature which shall, at any
time or times, become incorporated or installed in or attached to ary of
such freight cars, and (iii) all additions, improvements, renewals and
replacements made at any time or times to any of the foregoing, and
"Car" means any one of the Cars. Each Car is to be identified in Exhib-
it A annexed hereto or in a supplement to said Exhibit A promptly after
such Car has been delivered by the Manufacturer to the Manager as agent
for the Borrower and accepted by the Manager as agent for the Borrower,
all as contempiated by the Management Agreement.
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(f) "Collateral'" means, collectively, all of the rights, ti-
tle and interests, all of the agreements, contracts, instruments, prop=-
erty, assets and moneys, and all of the income, products and proceeds of
any thereof, in, to, under or in respect of which the Bank, by this
Agreement, acquires or shall from time to time acquire a security in-
terest from the Borrower.

(g) "Event of Default" means any event or condition described
in Section 8.1 hereof.

(h) "Event of Loss'" means, in relation to any Car, any of the
following events: (i) the loss or total destruction of such Car; (ii)
damage to such Car to an extent which makes the repair of such Car unec-
onomical or which renders such Car unfit for normal use; or (iii) any
condemnation, confiscation, seizure, requisition or other taking of ti-
tle to or use of such Car which shall result in the loss of title to or
use of such Car for a period of thirty days or more.

(i) "Event of Loss Proceeds" means all compensation, damages
or other payments (including, but not limited to, recoveries under any
policies of insurance payable in respect of any Event of Loss with re-
spect to any of the Cars) which shall at any time or times become and.be
due and payable to the Borrower, to the Manager, as agent for the Bor-
rower, or to the Bank by any governmental authority or by any other per-
son as a consequence or in respect of any Event of Loss with respect to
any of the Cars.

(j) T"Freights" has the meaning given to that expression in
Section 4.1(d) hereof.

(k) "Guarantee' means the guarantee made by the Guarantor in
favor of the Bank pursuant to Section 5 of this Agreement.

(1) "Guarantor" means Genesee and Wyoming Industries, Inc., a
Delaware corporation, the principal offices of which are located at 270
Greenwich Avenue, Greenwich, Connecticut, and includes its successors in
title and assigns.

(m) "GWRR" means Genesee and Wyoming Railroad Company, a New
York corporation, the principal offices of which are located at Retsof,
New York, and includes its successors in title and assigns.

(n) "Instalment Payment Dates" means, collectively, the dates
on which the sixty quarter-annual instalments of the combined primcipal
of and interest on each of the Notes shall become and be due and payable
by the Borrower to the Bank in accordance with the terms of this Agree-
ment and each of the Notes, and "Instalment Payment Date" means any one
of such dates.
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(o) "Insurances" has the meaning given to that expression in
Section 4.1(f) hereof.

(p) "Leases" has the meaning given to that expression in Sec-
tion 4.1(c) hereof.

_ (q) "Loan" means the aggregate principal amount of all of the
Advances from time to time outstanding hereunder.

(r) '"Management Agreement'" means the Management Agreement,
dated as of November 7, 1978, between the Manager and the Borrower upon
the terms of which the Manager has agreed to manage the Cars as agent
for the Borrower, as such Management Agreement was originally executed,
or, if varied or supplemented from time to time, as so varied or supple-
mented, and "Management Agreements' has the meaning given to that ex-
pression in Section 4.1(b) hereof.

(s) '"Manager" means States Marine Corporation, a New York
corporation, acting as agent for the Borrower under the Management
Agreement, either directly or by and through its division, States Rail
Services, the principal offices of which division are located at 280.
Park Avenue, New York, New York, and includes the successors in title
and assigns of States Marine Corporation.

(t) "Manufacturer" means National Steel Car Corporation, Lim~-
ited, a Canadian corporation, the principal offices of which are located
in Hamilton, Ontario, Capada, and includes its successors in title and
assigns.

(u) "Manufacturing Contract" means the Agreement, dated as of
June 16, 1978, between the Manufacturer and States Marine Corporation,
as amended on August 28, 1978 and on October 12, 1978, pursuant to which
States Marine Corporation agreed (among other things) to purchase the
Cars from the Manufacturer, as such Agreement has heretofore been varied
or supplemented or, if such Agreement shall be varied or supplemented
from time to time hereafter, as such Agreement shall be so varied or
supplemented.

(v) '"Maximum Commitment' means the maximum liability of the
Bank to make Advances to the Borrower upon the terms and subject to the
conditions contained in this Agreement.

(w) '"Notes" means, collectively, the promissory notes in or
substantially in the form of Exhibit B annexed hereto which will be ap-
propriately completed and signed by the Borrower, executed by the Guar-
antor as guarantor of the payment and performance of all of the Borrow-
er's obligations to the Bank thereunder, and delivered to the Bank in
accordance with the terms of this Agreement, and "Note" means any one of
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the Notes, as originally executed, or, if varied or supplemented from
time to time, as so varied or supplemented.

(x) "Obligations" means, collectively, all indebtedness, ob-
ligations and liabilities existing on the date of this Agreement or
arising from time to time thereafter, whether matured or unmatured, cer-
tain or contingent, liquidated or unliquidated, arising by contract, op-
eration of law or otherwise, of the Borrower to the Bank (i) in respect
of the Loan, or (ii) under or in respect of this Agreement or the Notes,
and "Obligation" means any one of the Obligations.

(y) '"Purchase Contract" means the Assignment and Purchase
Contract, dated November 7, 1978, between States Marine Corporation and
the Borrower pursuant to which all of States Marine Corporation's
rights, title and interests under the Manufacturing Contract with re-
. spect to the Cars were assigned and transferred by States Marine Corpo-
ration to the Borrower, as such Assignment and Purchase Contract was
originally executed, or, if varied or supplemented from time to time, as
so varied or supplemented.

(z) *"Purchase Price" means the total purchase price payable
by the Borrower for all of the Cars, which price includes estimated im-
port duties, transit fees, inspection charges and all other fees neces-
sary to place the Cars in service.

(aa) ™Sales Proceeds" means all moneys, property and assets
which shall at any time or times become and be due and payable to or
otherwise receivable by the Borrower, the Manager (as agent for the Bor-
rower) or the Bank from any person in consideration for the sale, trans-
fer or other disposition of all or any of the Cars.

(bb) "SRS Consent Agreement" means the Agreement and Consent
to Assignment, dated as of February 16, 1979, among (i) States Marine
Corporation, acting in its individual capacity by and through its divi-
sion, States Rail Services, (ii) States Marine Corporation, acting as
agent for the Borrower by and through its division, States Rail Ser-
vices, (iii) the Borrower, and (iv) the Bank, pursuant to which (among
other things) States Marine Corporation, acting as agent for the Borrow-
er by and through its division, States Rail Services, has agreed to pay
or to cause to be paid directly to the Bank the moneys which will become
and be due and payable by the Manager to the Borrower upon the terms of
the Management Agreement, as such Agreement and Consent to Assignment
was originally executed, or, if varied or supplemented from time to
time, as so varied or supplemented.

Section 2. The Loan.

2.1. The Bank's Maximum Commitment.

(a) The Bank agrees to make Advances to the Borrower upon the
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terms and subject to the conditions set forth in this Agreement. Until
the Maximum Commitment shall be terminated in accordance with the terms
of this Agreement, the amount of the Maximum Commitment shall be
$3,993,750. The Bank shall not be obligated to make any further Ad-
vances to the Borrower after the Maximum Commitment shall have termi-
nated in full.

(b} The Maximum Commitment shall terminate in full upon the
earlier to occur of (i) April 21, 1979, or (ii) the making of an Advance
in respect of the entire unused balance of the amount of the Maximum
Commitment. The Maximum Commitment may be terminated in full by the
Bank, prior to such time, in accordance with Section 8.2(a) of this
Agreement.

2.2. Making The Advances.

(a) The Borrower may, in accordance with the terms of Section
2.2(b) hereof, obtain Advances from the Bank to provide funds with which
to pay a part of the Purchase Price. Anything in this Agreement express
or implied to the contrary notwithstanding, the aggregate originmal prin-
cipal amount of the Advances shall not exceed the lesser of (i)
$3,993,750, or (ii) the amount obtained by multiplying (A) $26,625, by
(B) the npumber of Cars actually delivered by the Manufacturer to the
Manager as agent for the Borrower and accepted by the Manager as agent
for the Borrower, all as contemplated by the Management Agreement. Each
Advance will be made by the Bank to the Borrower, in the manner provided
by Section 2.2(b) hereof, on a date on which a part of the Purchase
Price is paid to the Manufacturer by the Manager as agent for the Bor-
rower. The entire proceeds of each Advance will be applied towards the
payment of the Purchase Price.

(b) Whenever and so often as the Borrower desires to receive
an Advance, the Borrower shall deliver to the Bank a written application
for such Advance, which application (hereinafter called a "Loan Applica-
tion") shall (i) specify the date (hereinafter called a "Drawdown Date)
on which a part of the Purchase Price is to be paid to or for the ac-
count of the Manufacturer by the Manager, (ii) specify the number and
identify each of the Cars for or in respect of which such part of the
Purchase Price is to be paid on such Drawdown Date, (iii) notify the
Bank that the Cars identified in such Loan Application have been deliv-
ered to and accepted by the Manager as agent for the. Borrower, (iv)
specify the original principal amount of such Advance (the original
principal amount thereof to be determined as hereinafter provided in
this paragraph (b)), (v) specify the bank account of the Borrower to
which payment of the proceeds of such Advance is to be made by the Bank,
(vi) be received by the Bank not later than the fourth business day
prior to such Drawdown Date, and (vii) be substantially in the form of
Exhibit C annexed hereto, appropriately completed and signed on behalf
of the Borrower by one of its duly authorized officers. Anything in
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this Agreement express or implied to the contrary notwithstanding, (A)
the original principal amount of any Advance shall not exceed the amount
obtained by multiplying (x) the number of Cars specified in the Loan Ap-
plication for such Advance, by (y) $26,625, and (B) the Bank shall not
be obligated to make an Advance requested by the Borrower if the sum of
(s) the original principal amount of such Advance specified in the Loan
Application for such Advance, and (t) the aggregate original principal
amount of all Advances made by the Bank prior to the date on which such
Loan Application is received by the Bank, exceeds the Maximum Commit-
ment. e

(c) If the Maximum Commitment has not terminated on or prior
to the Drawdown Date of any Advance requested by the Borrower in the
manner provided by Section 2.2(b) hereof, and if all of the applicable
conditions contained in Section 3 hereof are satisfied on or prior to
such Drawdown Date, the Bank will make such Advance to the Borrower on
such Drawdown Date in the manner provided by Section 2.2(b) hereof.

2.3. The Notes. The obligations of the Borrower to repay the
principal amount of each Advance, to pay interest thereon and to pay
other sums which may become and be due and payable by the Borrower to
the Bank in respect thereof shall be evidenced by a promissory note of
the Borrower (herein called a "Note") in the principal amount of such
Advance. Each Note shall be dated the Drawdown Date of the Advance re-
lating thereto, shall be in or substantially in the form of Exhibit B
annexed hereto and shall be appropriately completed in accordance with
the provisions of this Agreement. = The payment and performance by the
Borrower of all of its obligatioms to the Bank under or in respect of
each Note and the indebtedness evidenced thereby shall be guaranteed by
the Guarantor, and the Guarantor shall sign each Note as guarantor of
the payment and performance of all such obligations. The unpaid prin-
cipal of each Note (not at the time overdue) shall bear interest at the
annual rate provided by Section 2.4 hereof. The principal of each Note
and the interest accrued thereon shall be payable in accordance with the
provisions of Section 2.5 hereof.

'~ 2.4. Interest. The unpaid principal of each Note shall bear
interest from the date of such Note until the principal thereof or the
unpaid portion thereof shall have become due and payable at the rate of
ten and one~half percent (10-1/2%) per annum.

2.5. Fixed Installments Of Principal And Interest. The in-
terest which shall accrue on the the unpaid principal of each Note from
the date of such Note to April 20, 1979, shall be payable by the Bor-
rower on April 20, 1979. Thereafter, the principal of each Note and the
interest accrued thereon shall be payable in sixty equal consecutive
quarter-annual installments of combined principal and interest on the
twentieth day of each April, July, October and January in each year be-
ginning July 20, 1979, until the entire indebtedness evidenced by such




-7-

Note is fully paid, except that any remaining indebtedness, if not
sooner paid, shall be due and payable on April 20, 1994, the date of the
final maturity of such Note. The Bank shall determine the exact amount
of each of the sixty quarter~-annual installments of the combined prin-
cipal of and interest on each Note promptly after the Bank's receipt of
the Loan Application for the Advance relating to such Note, and the
amount so determined by the Bank shall be properly inserted in the ap-
propriate place in such Note. Any partial payment of the combined prin-
cipal of and interest on any Note shall be applied first to interest on
such Note accrued to the date of such partial payment and then to the
unpaid principal of such Note.

2.6. Mandatory Prepayments Of Principal, Etc.

(a) If any Event of Loss shall at any time occur in respect
of any one or more of the Cars, then there shall become and be abso-
lutely due and payable to the Bank on the ninetieth day following the
date on which such Event of Loss shall have occurred (such ninetieth day
being in this paragraph (a) called the '"Mandatory Prepayment Date'"), and
the Borrower hereby promises to pay to the Bank on such Mandatory Pre-
payment Date, that portion of the aggregate principal amount of all of
the Notes outstanding on such Mandatory Prepayment Date as shall be
equal to the amount obtained by subtracting (i) the aggregate amount of
all Event of Loss Proceeds paid in respect of such Event of Loss and
applied by the Bank, at any time or times on or prior to such Mandatory
Prepayment Date, towards the prepayment of the aggregate unpaid princi-
pal amount of all of the Notes, from (ii) the amount cobtained by multi-
plying the total number of Cars in respect of which such Event of Loss
shall have occurred by the amount obtained by dividing (A) the differ-
ence between (x) the aggregate principal amount of all of the Notes out-
standing on the date on which such Event of Loss shall have occurred,
and (y) the aggregate amount of the principal portion of all install-
ments which shall have been paid by the Borrower in accordance with the
terms of the Notes after the date on which such Event of Loss shall have
occurred but prior to such Mandatory Prepayment Date, by (B) the total
number of Unaffected Cars immediately prior to the occurrence of such
Event of Loss. For the purposes of this paragraph (a), the term "Unaf-
fected Cars" means, in relation to the Cars at any particular time, Cars
which have not been sold, transferred or otherwise disposed of at or
prior to such time and in respect of which no Event of Loss has occurred
at or prior to such time.

(b) If any Event of Loss shall at any time occur in respect
of any one or more of the Cars and any Event of Loss Proceeds shall at
any time or times become and be due and payable to the Borrower from any
person or persons as a consequence of the occurrence of such Event of
Loss, there shall become and be absolutely due and payable to the Bank
on the date on which such Event of Loss Proceeds are paid to or for the
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account of the Borrower, and the Borrower hereby promises to pay to the
Bank on such date, the full amount of the Event of Loss Proceeds so
paid. The Bank will, promptly after its receipt of any Event of Loss
Proceeds in respect of any Event of Loss, apply the full amount thereof
in the manner hereinafter provided by this paragraph (b):

(i) if such Event of Loss Proceeds shall have been paid
to the Bank at any time or times on or prior to the ninetieth day
following the date on which such Event of Loss shall have occurred
(such ninetieth day being in this paragraph (b) called the "Manda-
tory Prepayment Date"), then the Bank will apply the full amount of
such Event of Loss Proceeds in or towards the prepayment of the ag-
gregate unpaid principal amount of all of the Notes; and

€ii) if such Event of Loss Proceeds shall have been paid
to the Bank at any time or times after the Mandatory Prepayment
Date relating to such Event of Loss and such Event of Loss Proceeds
shall exceed that part of the aggregate unpaid principal amount of
all of the Notes which shall, as a consequence of the occurrence of
such Event of Loss, have been paid by the Borrower to the Bank on
such Mandatory Prepayment Date in accordance with Section 2.6(a)
hereof, then the Bank will (A) apply the full amount of such excess
in or towards the prepayment of the aggregate unpaid principal
amount of all of the Notes, (B) apply the balance (if any) of such
Event of Loss Proceeds remaining after the application referred to
in clause (A) of this subparagraph (b)(ii) in or towards the pay-
ment of all (if any) sums which are then due and payable by the
Borrower to the Bank hereunder or under the Notes, and (C) remit to
the Borrower the balance (if any) of such Event of Loss Proceeds
remaining after the applications referred to in clauses (A) and (B)
of this subparagraph (b)(ii); and

({iii) if such Event of Loss Proceeds shall have been
paid to the Bank at any time or times after the Mandatory Prepay-
ment Date relating to such Event of Loss and such Event of Loss
Proceeds shall be equal to or less than that part of the aggregate
unpaid principal amount of all of the Notes which shall, as a con-
sequence of the occurrence of such Event of Loss, have been paid by
the Borrower to the Bank on such Mandatory Prepayment Date in ac-
cordance with Section 2.6(a) hereof, then the Bank will (A) apply
such Event of Loss Proceeds in or towards the payment of all (if
any) sums which are then due and payable by the Borrower to the
Bank hereunder or under the Notes, and (B) remit to the Borrower
the balance (if any) of such Event of Loss Proceeds remaining after
such application.

(c) If any cash Sales Proceeds shall at any time or times be-
come and be due and payable to the Borrower, there shall become and be
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absolutely due and payable to the Bank on the date on which such cash
Sales Proceeds are paid to or for the account of the Borrower, and the
Borrower hereby promises to pay to the Bank on such date, the full
amount of such cash Sales Proceeds. The Bank will, promptly after its
receipt of such cash Sales Proceeds, apply the full amount thereof in or
towards the prepayment of the aggregate unpaid principal amount of all
of the Notes. If any non-cash Sales Proceeds shall at any time or times
be receivable by the Borrower from any person or person, the Borrower
will cause such non-cash Sales Proceeds to be delivered to the Bank.
The Bank shall have the immediate and continuing right to sell or other-
wise dispose of any non-cash Sales Proceeds so received by it. The en~-
tire proceeds of any such sale or disposition shall be applied by the
Bank in or towards the prepayment of the aggregate unpaid principal
amount of all of the Notes.

(d) In the event that any partial prepayment of the aggregate
unpaid principal amount of all of the Notes is made pursuant to para-
graph (a), (b) or (c) of Section 2.6 hereof, the Bank will, in order to
reflect the change in the principal amount of each Note which will be
outstanding from and after the date of such partial prepayment, recom-
pute the amount of the quarter-annual instalments of the combined prin-
cipal of and interest on each Note which shall become and be due and
payable by the Borrower to the Bank under each Note on each Instalment
Payment Date falling after the date of such partial prepayment, and the
Bank will promptly thereafter notify the Borrower in writing of the
amount of the quarter-annual instalments which shall be payable by the
Borrower to the Bank under each Note on each such Instalment Payment
Date. No partial prepayment of the aggregate unpaid principal amount of
all of the Notes made pursuant to paragraph (a), (b) or (c) of Section
2.6 hereof shall discharge the obligation of the Borrower to pay any
quarter-annual instalment of the combined principal of and interest on
any Note falling due on any Instalment Payment Date subsequent to such
partial prepayment, operate to extend or postpone the due date of any
such subsequent quarter-annual instalment or, except as hereinabove pro-
vided, change the amount of any such instalment.

(e} The Borrower shall have the right to prepay the aggregate
unpaid principal amount of all of the Notes in full (but nmot in part) on
any Instalment Payment Date falling after April 20, 1989, provided that
the Borrower's right to make such a prepayment is subject to the condi-
tion that the Borrower shall have given the Bank at least seven (7)
days' prior written notice of the Borrower's intention to make such a
prepayment and is also subject to the condition that the Borrower shall
pay to the Bank, on the date of such prepayment, a premium equal to (i)
five and one-half percent (5-1/2%) of the aggregate principal amount
being prepaid .if such prepayment is made after April 20, 1989, but prior
to July 20, 1990, (ii) four percent (4%) of the aggregate principal
amount being prepaid if such prepayment is made after April 20, 1990,
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“but prior to July 20, 1991, (iii) two and one-half percent (2-1/2%) of
the aggregate principal amount being prepaid if such prepayment is made
after April 20, 1991, but prior to July 20, 1992, and (iv) one percent
(1%) of the aggregate principal amount being prepaid if such prepayment
is made after April 20, 1992, but prior to July 20, 1993. No premium
shall be payable by the Borrower to the Bank upon the prepayment of the
aggregate unpaid principal amount of all of the Notes in full on any In-
stalment Payment Date falling after April 20, 1993. If notice of the
prepayment of the aggregate unpaid principal amount of all of the Notes
is given to the Bank by the Borrower pursuant to this paragraph (e),
there shall become and be absolutely due and payable to the Bank on the
date of prepayment specified by such notice, and the Borrower hereby
promises to pay to the Bank on such date of prepayment, the entire ag-
gregate unpaid principal amount of all of the Notes, all of the unpaid
interest accrued on the aggregate unpaid principal amount of all of the
Notes to such date of prepayment and all (if any) other sums payable by
the Borrower to the Bank under this Agreement or on or in respect of the
Notes or the indebtedness evidenced thereby.

(f) Except as otherwise expressly provided by paragraphs (a),
(b), (¢) and (e) of Section 2.6 hereof, the Borrower shall have no right
to prepay all or any part of the unpaid principal of any of the Notes.

(g) 1If, on any Instalment Payment Date, the moneys which
shall be available to the Bank for application towards the payment of
the aggregate amount of all of the instalments of the combined principal
of and interest on the Notes payable on such Instalment Payment Date
shall be less than the aggregate amount of all such instalments, then
such moneys shall be applied by the Bank towards the payment of such
instalments ratably in accordance with the respective amount of such in-
stalments. Each partial prepayment of the aggregate unpaid principal
amount of all of the Notes made pursuant to paragraph (a), (b) or (c) of
Section 2.6 hereof shall be applied by the Bank towards the payment of
the unpaid principal of the Notes ratably in accordance with the respec-
tive principal amounts thereof then outstanding.

2.7. Place of Payment; Computatioms, Etc.

(a) All payments of principal, interest and other amounts
payable by the Borrower to the Bank hereunder or on or in respect of the
Notes or the indebtedness evidenced thereby shall be made to the Bank at
its Head Office located at 100 Federal Street, Boston, Massachusetts
02110, in funds immediately available to the Bank as it may direct.

(b) All payments by the Borrower to the Bank hereunder or on
or in respect of the Notes or the indebtedness evidenced thereby shall
be made to the Bank without set-off or counterclaim and free and clear
of, and without any deduction for, any taxes, levies, imposts, duties,
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charges, fees, deductions, withholdings, restrictions or conditions of
any nature whatever.

(c) All computations of any interest which shall become pay-
able by the Borrower in accordance with Section 2.7(d) hereof or by the
Guarantor in accordance with Section 5.4(c) hereof shall be made by the
Bank on the basis of the number of days elapsed divided by 360. When-
ever any payment to be made on or in respect of this Agreement or the
Notes or the indebtedness evidenced thereby becomes due and payable on a
day which is not a business day, the maturity thereof shall be extended
to the next succeeding business day and interest thereon shall accrue at
the applicable rate during such extension.

(d) Anything in this Agreement or in the Notes express or im-
plied to the contrary notwithstanding, each overdue payment under this
Agreement or on or in respect of the Notes or the indebtedness evidenced
thereby shall bear interest, from the date on which such payment shall
have become due and payable to the Bank in accordance with the terms
hereof or thereof to the date on which such payment shall be paid by the
Borrower to the Bank (whether before or after judgment), at the rate of
eleven percent (11%) per annum. The unpaid interest accrued on any
overdue payment in accordance with this paragraph (d) will become and be
absolutely due and payable by the Borrower to the Bank on demand by the
Bank. Interest on each overdue payment will continue to accrue as pro-
vided by this paragraph (d) and will be compounded monthly until the ob-
ligations of the Borrower in respect of the payment of such overdue pay-
ment are discharged (whether before or after judgment).

2.8. Application of Moneys Received by Bank, Obligations
Absolute and Unconditional, etc.

(a) The Manager has agreed, in accordance with the terms of
the SRS Consent Agreement, to pay or to cause to be paid directly to the
Bank, for the account of the Borrower, on each Instalment Payment Date,
that portion of the Distributable Net Earnings (as hereinafter defined)
relating to such Instalment Payment Date as shall be equal to the sum
(such sum being in this paragraph (a) called the "Debt Service") of (i)
the aggregate amount of all of the instalments of the combined principal
of and interest on the Notes due and payable by the Borrower to the Bank
under the Notes on such Instalment Payment Date, and (ii) the aggregate
amount of all (if any) other sums then due and payable by the Borrower
to the Bank hereunder or om or in respect of the Notes or the indebted-
ness evidenced thereby. In the event that the Debt Service due and
payable by the Borrower to the Bank on any Instalment Payment Date shall
be equal to or greater than the Distributable Net Earnings relating to
such Instalment Payment Date, the Manager has agreed, in accordance with
the terms of the SRS Consent Agreement to pay or to cause to be paid
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directly to the Bank, for the account of the Borrower, on such Instal-
ment Payment Date, the full amount of the Distributable Net Earnings re-
lating to such Instalment Payment Date. Upon the receipt by the Bank
from the Manager of all or any part of the Distributable Net Earnings
relating toc any Instalment Payment Date, the Bank will, upon such In-
stalment Payment Date, apply the full amount of the Distributable Net
Earnings actually received by the Bank from the Manager in or towards
the payment of the Debt Service due and payable by the Borrower to the
Bank on such Instalment Payment Date. For the purposes of this para-
graph (a), the term "Distributable Net Earnings' means, in relation to
any Instalment Payment Date, the Net Earnings (as defined in the Manage-
ment Agreement) which shall become and be due and payable by the Manager
to the Borrower, in accordance with the terms of the Management Agree-
ment, within twenty days after the end of the calendar quarter ending on
the last day of the calendar month immediately preceding the calendar
month in which such Instalment Payment Date falls.

(b) If the Bank shall at any time or times change, in accor-
dance with Section 2.6(d) hereof, the amounts of the quarter-annual in-
stalments of combined principal and interest due and payable by the Bor-
rower to the Bank under the Notes on each Instalment Payment Date, the
Bank will notify the Manager in writing of such change. If, in addition
to the ipnstalments of combined principal and interest which shall become
and be due and payable by the Borrower to the Bank under the Notes on
any Instalment Payment Date, any other sums shall be due and payable by
the Borrower to the Bank hereunder or onm or in respect of the Notes or
the indebtedness evidenced thereby on such Instalment Payment Date, the
Bank will, on or prior to such Instalment Payment Date, notify the Man-
ager in writing of the aggregate amount of such other sums.

(c) The Manager has agreed, in accordance with the terms of
the SRS Consent Agreement, to pay or to cause to be paid directly to the
Bank, for the account of the Borrower, the full amount of all Event of
Loss Proceeds which will become and be due and payable by the Manager to
the Borrower at any time or times in accordance with the terms of the
Management Agreement. Promptly after the receipt by the Bank from the
"Manager of any Event of Loss Proceeds, the Bank will apply the amount of
such Event of Loss Proceeds in or towards the prepayment of the aggre-
gate principal amount of all of the Notes then outstanding and the pay-
ment of all (if any) other sums then due and payable by the Borrower to
the Bank hereunder or under the Notes, all as provided by Section 2.6(b)
hereof.

(d) The Mapager has agreed, in accordance with the terms of
the SRS Consent Agreement, to pay or deliver or to cause to be paid or
delivered directly to the Bank, for the account of the Borrower, the
full amount of all Sales Proceeds which will become and be due and pay-
able by the Manager to the Borrower at any time or times in accordance
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with the terms of the Management Agreement. Promptly after the receipt
by the Bank from the Manager of any Sales Proceeds, the Bank will apply
the full amount of such Sales Proceeds in or towards the prepayment of
the aggregate principal amount of all of the Notes then outstanding, as
provided by Section 2.6(c) hereof.

(e) In addition to the distributions of Net Earnings, the
Event of Loss Proceeds and the Sales Proceeds which will or (as the case
may be) may become and be due and payable from time to time by the Mana-
ger to the Borrower in accordance with the terms of the Management
Agreement, other sums may from time to time become and be due and pay-
able by the Manager to the Borrower in accordance with the terms of the
Management Agreement (such other sums being in this paragraph (e) col-
lectively called the "Additional Sums"). The Manager has agreed, in ac~
cordance with the terms of the SRS Consent Agreement, to pay or to cause
to be paid directly to the Bank, for the account of the Borrower, the
full amount of all Additional Sums which will become and be due and pay-
able by the Manager to the Borrower at any time or times in accordance
with the terms of the Management Agreement. Promptly after the receipt
by the Bank from the Manager of any Additional Sums, the Bank will apply
the full amount of such Additional Sums in or towards the payment of all
amounts which are then due and payable by the Borrower to the Bank here-
under or on or in respect of the Notes or the indebtedness evidenced
thereby. The balance (if any) remaining after such application will be
remitted by the Bank to the Borrower.

(f) The Borrower hereby irrevocably directs the Bank to ap-
ply, in the manner hereinabove provided in this Section 2.8, all of the
moneys which shall at any time or times be paid by the Manager to the
Bank, for the account of the Borrower, in accordance with the terms of
the SRS Consent Agreement. The Borrower hereby irrevocably appoints the
Bank the attormey-in-fact of the Borrower with power of substitutiom, in
the name of the Borrower or of the Bank, to execute and do all such as-
surances, acts and things as shall, in the opinion of the Bank, be nec~-
essary in order to accomplish all or any of the foregoing acts and
things referred to in paragraphs (a), (b), (c¢), (d) and (e) of this Sec-
" tion 2.8, the Borrower hereby ratifying and confirming all that the Bank
may do in pursuance of the power hereby granted which, being given for
security, is irrevocable.

(g) The Obligations of the Borrower to the Bank under or in
respect of this Agreement, the Notes and the indebtedness evidenced
hereby and thereby are absolute, unconditional and irrevocable under any
and all circumstances, it being the express intention of the Borrower
and the Bank that the Obligations shall not be to any extent or in any
way or manner whatsoever satisfied, discharged, released, impaired, di-
minished or otherwise affected except by payment to the Bank by or on
behalf of the Borrower and then only to the extent of such payment.
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Without any limitation whatscever of the generality of the foregoing,
the Obligations of the Borrower are in no way conditional upon any re-
quirement that the Bank first (i) attempt to collect from the Manager
any moneys which will become and be due and payable by the Manager to
the Borrower at any time or times in accordance with the terms of the
Management Agreement, (ii) attempt to collect from States Marine Cor-
poration any moneys which will become and be due and payable by States
Marine Corporation to the Bank at any time or times in accordance with
the terms of the SRS Consent Agreement, (iii) attempt to collect from
the Guarantor any moneys which will become and be due and payable by the
Guarantor to the Bank under the Guarantee, (iv) proceed to protect or
enforce all or any of the rights, remedies, powers or privileges of the
Borrower under the Management Agreement or under or in respect of any of
‘the Collateral by action at law or other appropriate proceedings, (v)
proceed to protect or enforce all or any of the rights, remedies, powers
or privileges of the Bank under the Guarantee or the SRS Consent Agree~
ment or under or in respect of any of the Collateral by action at law or
other appropriate proceedings, or (vi) attempt to take possession of,
sell, transfer or otherwise dispose of or otherwise realize upon or re-
sort to any of the Collateral or otherwise enforce any of the security
interests granted to the Bank hereby.

(h) Without any limitation whatsoever of the generality of
the provisions contained in Section 2.8(g) hereof:

(i) if, on the date on which any Obligation shall become
and be due and payable by the Borrower to the Bank hereunder, the
moneys which (A) shall have been paid by the Manager to the Bank
for the account of the Borrower in accordance with the terms of the
SRS Consent Agreement, and (B) shall be freely available to the
Bank for application in or towards the payment of such Obligation
on the due date thereof, shall be less than the amount of such Ob-
ligation, the Borrower shall be absolutely and unconditionally ob-
ligated to pay to the Bank, on the due date of such Obligation, the
full amount of such deficiency;

(ii) the failure, refusal or inability of the Manager to
make any payment or payments to the Bank for the account of the
Borrower in accordance with the terms of the SRS Consent Agreement
shall not to any extent or in any way or manner whatsoever satisfy,
discharge, release, impair or diminish any of the Obligatioms; and

(iii) if (A) any payment (in this clause (iii) called a
"Manager Payment") shall at any time be made by the Manager to the
Bank in accordance with the terms of the SRS Consent Agreement, (B)
the Bank shall credit such Manager Payment as paid by the Borrower
in or towards the satisfaction of any Obligation, and (C) such Man-
ager Payment or any part thereof shall at any time be recovered
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from the Bank by any person or persons, then the Borrower shall be
absolutely and unconditionally obligated to pay to the Bank, on the
date on which such Manager Payment or any part thereof shall be re-
covered from the Bank, an amount equal to the Manager Payment or
the part thereof so recovered from the Bank.

(i) The maximum liability of the Borrower to the Bank hereun-
der or on or in respect of the Notes or the indebtedness evidenced
thereby is not limited to any extent or in any way or manner whatsoever.
Without limitation of the generality of the foregoing sentence of this
paragraph (i), if the proceeds of any sale, transfer or other disposi-
tion by the Bank of all or any part of the Collateral shall not be suf-
ficient to satisfy and discharge all of the Obligations then due and
payable by the Borrower to the Bank under this Agreement or under or in
respect of the Notes, the Borrower shall be absolutely and uncondition-
ally liable to the Bank for the deficiency.

Section 3. Conditions of Lending.

3.1. Conditions To Making The First Advance. The obligation
of the Bank to make the first Advance requested by the Borrower in ac-
cordance with Section 2.2 hereof shall be subject to the satisfaction,
prior thereto or concurrently therewith, of each of the following condi-
tions precedent, in addition to those specified in Section 3.2 hereof:

(a) This Agreement shall have been duly authorized, executed
and delivered to the Bank by the Borrower and by the Guarantor and shall
be in full force and effect on the Drawdown Date for the first Advance
(such Drawdown Date being in this Section 3.1 called the "First Drawdown
Date'}.

(b) The SRS Consent Agreement shall have been duly autho-
rized, executed and delivered to the Bank by States Marine Corporation,
acting in its individual capacity, by States Marine Corporation, acting
as agent for the Borrower, and by the Borrower, and shall be in full
force and effect on the First Drawdown Date.

(c) The Management Agreement and the Purchase Contract shall
have been duly authorized, executed and delivered by the Borrower and by
States Marine Corporation, acting directly or by and through its divi-
sion, States Rail Services, and shall be in full force and effect on the
First Drawdown Date. All counterpart originals of the Management Agree-
ment and the Purchase Contract owned or possessed by the Borrower or the
Guarantor shall have been dellvered to the Bank on or prior to the First
Drawdown Date.

(d) The Bank shall have received evidence, in form and sub-
stance satisfactory to it, that a counterpart original of this Agreement
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and the Management Agreement and two certified true copies of each of
this Agreement and the Management Agreement have been duly filed with
the Interstate Commerce Commission.

- (e) The Bank shall have received (i) from Messrs. Harter,
Secrest and Emery, a legal opinion addressed to the Bank, dated not more
than four business days prior to the First Drawdown Date, and in or sub-
stantially in the form of Exhibit D annexed hereto, and (ii) £from
Messrs. Shearman and Sterling, a legal opinion addressed to the Bank,
dated not more than four business days prior to the First Drawdown Date,
and in or substantially in the form of Exhibit E annexed hereto.

3.2. Conditions To The Making Of Each Advance. The obliga-
tion of the Bank to make each Advance requested by the Borrower in ac-
cordance with Section 2.2 hereof shall be subject to the satisfactionm,
prior thereto or concurrently therewith, of each of the following condi-
tions precedent:

(a) The Bank shall have received from the Borrower a Loan Ap-
plication requesting such Advance in accordance with Section 2.2(b)
hereof.

(b) This Agreement shall be in full force and effect on the
Drawdown Date for such Advance. The Note relating to such Advance shall
have been duly authorized, executed and delivered to the Bank by the
Borrower and shall be in full force and effect on the Drawdown Date for
such Advance. The Guarantor shall have duly signed such Note as guaran-
tor of the payment and performance of all of the obligations of the Bor-
rower to the Bank thereunder.

(¢) No event shall have occurred and be continuing on the
Drawdown Date for such Advance and no condition shall exist on such
Drawdown Date which constitutes an Event of Default.

(d) The SRS Consent Agreement shall be in full force and ef-
fect on the Drawdown Date for such Advance.

(e) The Management Agreement and the Purchase Contract shall
be in full force and effect on the Drawdown Date for such Advance.

(f) The Bank shall have received evidence, in form and sub-
stance satisfactory to it, that: (i) each Car identified in the Loan
Application requesting such Advance has been duly delivered to and ac-
cepted by the Manager as agent for the Borrower; (ii) the Borrower has
good title to each such Car subject to no mortgages, security interests
or other encumbrances other than the security interest in respect of
each such Car granted to the Bank hereby; (iii) insurance coverage
satisfactory to the Bank is in effect in respect of each such Car; (iv)
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the security interest of the Bank, as secured party, in and to each such
Car has been duly endorsed upon all policies of insurance issued in re-
spect of each such Car; (v) Uniform Commercial Code financing state-
ments, in form and substance satisfactory to the Bank, have been duly
. executed by the Borrower, as debtor, and by the Bank, as secured party,
. and properly filed in all appropriate places; and (vi) there have been
filed with the Interstate Commerce Commission all such agreements, in-
struments and documents as shall, in the opinion of the Bank, be neces-
sary in order to maintain, preserve and safeguard at all times all of
the rlghts, title and interests in and to each such Car of the Borrower,
as owner, and the Bank, as secured party.

(g) The Bank shall have received all such information as
shall be required by the Bank in order to identify each of the Cars
identified in the Loan Application requesting such Advance and to com-
plete, in respect of each such Car, Exhibit A annexed heretoc or a sup-
plement to said Exhibit A. The Borrower hereby irrevocably authorizes
the Bank to complete, .in respect of each such Car, Exhibit A or a sup-
plement thereto promptly after the Bank's receipt of such information.
The Bank will furnish the Borrower with a copy of Exhibit A and each
supplement thereto so completed by the Bank. The said Exhibit A and
each supplement thereto, in each case as from time to time so completed
by the Baak, shall become and be a part of this Agreement with the same
full force and effect as if the said Exhibit A and each supplement
thereto had in each case been so completed at the time of the execution
and delivery to the Bank of this Agreement.

(h) All corporate and other proceedings in connection with
the transactions contemplated by this Agreement, the Note relating to
such Advance, the SRS Consent Agreement, the Management Agreement, the
Purchase Contract and all documents incidental thereto shall be satis-
factory in form and substance to the Bank, and the Bank shall have re-
ceived all such counterpart originals or certified or other copies of
all such documents, including records of corporate proceedings, as the
Bank shall have from time to time requested.

Section 4. Security Interests.

4.1. Grant of Security Interest. In order to secure the pay-
ment and performance of all of the Obligations and each and every part
thereof, the Borrower hereby mortgages and assigns to the Bank, and
hereby grants to the Bank a continuing security interest in, all of the
Borrower's rights, title and interests in, to, under or in respect of
-all of the following:

(a) each of the Cars, the Manufacturing Contract and the Pur-
chase Contract, including, without limitation, all of the contract
rights, accounts, claims, remedies and all other interests and benefits
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whatever existing on the date hereof or arising from time to time there-
after of the Borrower under or in respect of the Manufacturing Contract
or the Purchase Contract;

(b) the Management Agreement and each (if any) of the other
management agreements which shall at any time or times hereafter be made
or otherwise entered into by or on behalf of the Borrower, its agents or
representatives in respect of the Cars or any of them and pursuant to
which the Borrower, its agents or representatives shall grant to any
" person or persons any rights to manage the Cars or any of them or to
collect the Freights or any of them for or on behalf of the Borrower
(the Management Agreement and all of such other management agreements
being herein collectively called the 'Management Agreements"), includ-
ing, without limitation, all of the contract rights, accounts, powers,
privileges, options, guarantees, indemnities, claims and remedies and
all other interests and benefits whatever existing on the date hereof or
arising from time to time thereafter of the Borrower under or in respect
of the Management Agreements or any of them;

(¢} each of the leases, bailments, use agreements, contracts
for employment or other contracts or agreements of any nature whatsoever
which has heretofore been made or entered into, or which shall at anmy
time or times hereafter be made or entered into, by or on behalf of the
Borrower, its agents or representatives and pursuant to which the Bor-
rower, its agents or representatives shall, at any time or times, lease,
hire, bail or let the Cars or zany of them to any person or persons or
otherwise permit or authorize the Cars or any of them to be used or em-
ployed by or on behalf of any person or persons (all of such leases,
bailments, use agreements, contracts for employment and other contracts
and agreements being herein collectively called the "Leases');

(d) all moneys (other than any Sales Proceeds or Event of
Loss Proceeds) which shall, at any time or times, become and be due and
payable to the Borrower, its agents or representatives under or in re~
spect of the Management Agreements or any of them or under or in respect
of the Leases or any of them, including, without limitation, all damages
and claims for damages for or in respect of any breach of any of the
Management Agreements or any of the Leases, and all other earnings and
revenues of the Cars or any of them of any kind whatever which shall at
any time or times become and be due and payable to the Borrower, its
agents or representatives {(all such moneys, earnings and revenues being
herein collectively called the "Freights") and all accounts which shall,
at any time or times, arise under or in respect of all or any of the
Management Agreements, the Leases or the Freights;

(e) all Sales Proceeds, all Event of Loss Proceeds and all
accounts which shall, at any time or times, arise in respect of all or
any of the Sales Proceeds or the Event of Loss Proceeds;
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(f) each of the policies or contracts of insurance which has
heretofore been obtained, or which shall at any time or times hereafter
be obtained, by or on behalf of the Borrower, its agents or representa-
tives or by any other persons in the joint names of such persons and the
Borrower in respect of the Cars or any of them or in respect of the
Freights or otherwise howsocever in. connection with any of the Cars or
the Freights (all of such policies and contracts of insurance being
herein collectively called the "Insurances"), including, without limita-
tion, all of the benefits of the Insurances and all accounts and claims
arising in respect thereof of whatsoever nature; and

(g) all of the proceeds and products of all of the foregoing.

4.2. Bank's Rights in Respect of the Collateral, Etc.

(a) The rights granted by the Borrower to the Bank pursuant
to Section 4.1 hereof include, without limitation, the immediate and
continuing rights to give notices, requests, consents, approvals and
waivers under any of the Management Agreements, the Leases or the Insur-
ances, to make demands upon any party or parties thereto, to execute
and/or deliver any instruments or documents required to be executed and/
or delivered by the Borrower thereunder, to compel performance by any
party or parties thereto of all or any of the obligations thereunder of
any such party or parties, to receive notices or other communications
from any parties thereto, to request or agree to any amendments or modi-
fications thereof or any supplements or additions thereto, to receive or
collect by legal process or otherwise and to give receipts for all
Freights, Sales Proceeds or Event of Loss Proceeds which may at any time
or times become payable to the Borrower by, and for all other moneys
which may at any time or times become recoverable by the Borrower from
or payable to the Borrower by, any party or parties to any of the Man-
agement Agreements, the Leases or the Insurances, and, generally, to do
all of the things which the Borrower is or may hereafter become entitled
to do under or in respect of any of the Management Agreements, the
. Leases, the Insurances or the Cars, the Borrower hereby appointing the
Bank the attorney-in-fact of the Borrower with power of substitution, in
the name of the Borrower or of the Bank or its nominees, to do all or
any of the foregoing, the Borrower hereby ratifying and confirming all
that the Bank or any substitute attorney may do in pursuance of the pow-
ers granted to the Bank by Sections 4.1 and 4.2 of this Agreement which,
being given for security, are irrevocable. Anything hereinbefore to the
contrary notwithstanding, but without any prejudice whatsoever to the
provisions of Section 4.2(b) or 4.2(c) hereof, the Bank hereby agrees
with the Borrower that the Bank will not (except as otherwise permitted
by Section 4.2(b) or 4.2(c) hereof) exercise any of the foregoing rights
until the Bank shall furnish the Borrower with a written notice advising
the Borrower of the Bank's decision (which shall be conclusive and bind-
ing on the Borrower) to exercise any one or more of the foregoing



«20=

rights. Notices pursuant to the foregoing sentence.of this paragraph
(a) may be furnished by the Bank to the Borrower at any time and from
time to time, whether or not any Event of Default shall have occurred
and be continuing. The Borrower hereby absolutely and irrevocably
agrees with the Bank that, from and after the date of any such notice
from the Bank to the Borrower, the Bank shall have the sole and exclu-
sive right, power and privilege to exercise such of the foregoing rights
as shall have been specified by the Bank in such notice.

(b) The Bank shall have the immediate and continuing right
(but shall have no obligation) at any time or times (whether or not any
Event of Default shall have occurred and be continuing) to take, in its
own name or in the name of the Borrower, or otherwise, without notice to
the Borrower, such action as the Bank may determine to be necessary to
cure any default, or to protect or enforce any rights of the Borrower,
under or in respect of any of the Management Agreements, the Leases, the
Insurances, the Cars or the Freights. Any action, suit or proceeding
brought by the Bank pursuant to any provision hereof may be compromised,
withdrawn or otherwise dealt with by the Bank without the approval of
the Borrower or any other person or persons.

(e¢) It is the express intention of the Borrower and the Bank
that, except as otherwise expressly provided by Section 2.8 hereof and
by Section 3.1 of the SRS Consent Agreement, all of the Freights, Event
of Loss Proceeds and Sales Proceeds and all other monmeys which shall at
any time or times become and be due and payable to the Borrower under or
in respect of the Management Agreements, the Leases or the Insurances or
otherwise howsoever in respect of the Cars shall (in each case) be paid
directly to the Bank in full and applied by the Bank in or towards the
payment of the Obligations in accordance with the terms of Section 2.8
hereof. The Bank shall have the immediate and continuing right (but
shall have no obligation) at any time or times (whether or not any Event
of Default shall have occurred and be continuing) to receive, collect,
sue for and recover and to give receipts and good discharge for all or
any of the Freights, Event of Loss Proceeds and Sales Proceeds and all
or any of the other moneys aforesaid, all without notice to the Borrow-
er. The Borrower will (except as otherwise expressly provided by this
Agreement and the SRS Consent Agreement) at all times cause all of the
Freights, Event of Loss Proceeds and Sales Proceeds and all other moneys
aforesaid to be paid directly to the Bank in full. If any of the
Freights, Event of Loss Proceeds or Sales Proceeds or any of the other
moneys aforesaid are received at any time by the Borrower, the Borrower
shall hold all of the moneys so received in trust for the Bank without
commingling the same with any other funds of the Borrower, and, promptly
after the Borrower's receipt of any such moneys, the Borrower shall pay
the same directly to the Bank.
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(d) The security interests created by this Agreement shall be
held by the Bank as a continuing security for the payment and perfor-
-mance of all of the Obligations and each and every part thereof and
shall be held by the Bank, and shall not be discharged or otherwise ter-
minated, until such time as all of the Obligations are paid and satis-
fied in full. This Agreement, the Notes, the SRS Consent Agreement, the
rights, remedies, powers and privileges of the Bank hereunder and there-
under and the security interests created hereby shall be in addition to,
and shall not in any way be prejudiced or affected by, any other collat-
eral or any other security now or at any time or times hereafter held by
the Bank for all or any part of the Obligations. Each and every right,
remedy, power and privilege conferred on or reserved to the Bank under-
this Agreement, the Notes or the SRS Consent Agreement shall be cumula-
tive and in addition to, and not in limitation of, each and every other
right, remedy, power or privilege conferred on or reserved to the Bank
under this Agreement, the Notes or the SRS Consent Agreement or under
any other collateral. All of the rights, remedies, powers and privi-
leges vested in the Bank under this Agreement, the Notes or the SRS
Consent Agreement may be exercised by the Bank at such time or times and
in such orxrder and manner as the Bank may, in its absolute discretion,
deem expedient.

(e) The Obligations and the security interests granted hereby
shall not be to any extent or in any way or manner whatsoever satisfied,
discharged, impaired, diminished, released or otherwise affected by any
of the following, whether or not the Borrower shall have had any notice
or knowledge of any thereof: (i) any extension or postponement of the
time for the payment or performance of any of the Obligations, the ac-
ceptance of any partial payment thereon, any and all other indulgences
by the Bank in respect of any of the Obligations, the taking, addition,
substitution or release, in whole or in part, at any time or times, of
any security for any of the Obligations or the addition, substitution or
release, in whole or in part, of any person or persons primarily or sec-
ondarily liable in respect of any of the Obligations; (ii) any action or
delay in acting or failure to act on the part of the Bank under this
Agreement, the Notes or the Guarantee or in respect of any of the Obli-
gations or any of the Collateral or under the SRS Comnsent Agreement or
otherwise, including, without limitation, any failure strictly or dili-
gently to assert any right or to pursue any remedy against the Borrower
or the Guarantor under this Agreement, the Notes or the Guarantee or to
assert any right or to pursue any remedy under any of the agreements,
instruments or documents for the time being comprising the Collateral
against any other party or parties thereto or to assert any right or to
pursue any remedy against States Marine Corporation under the SRS Con-~
sent Agreement; (iii) any waiver, consent or other action or acquies-
cence by the Bank at any time or times in respect of (A) any default by
the Borrower or by the Guarantor in the performance of or the compliance
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with any term, covenant, condition or provision contained in this Agree-
ment, the Notes, or the SRS Consent Agreement, or (B) any default under
any of the agreements, instruments or documents for the time being com-
prising the Collateral by any other party or parties thereto, or (C) any
default by States Marine Corporation in the. performance of or the com-
pliance with any term, covenant, condition or provision contained in the
SRS Consent Agreement; or (iv) the existence or creation at any time or
times of any claim, defense, right of set-off or counterclaim of any na-
ture whatsoever of the Borrower against the Bank. The Borrower hereby
irrevocably assents to and waives notice of any and all events, condi~
tions, matters and things hereinabove specified in clauses (i) through
(iv), inclusive, of the foregoing sentence of this paragraph (e) and
hereby further irrevocably waives presentment, demand, notice, protest
and all other demands and notices in connection with the delivery, ac-
ceptance, performance, default or enforcement of this Agreement, the
Notes, the SRS Consent Agreement or any Collateral.

Section 5. The Guarantee.

5.1. Guarantee of Payment and Performance.

(a) Guarantee of Payment. The Guarantor hereby absolutely,
unconditionally and irrevocably guarantees the due payment in full of
all of the Obligations (including, without limitation, the due and punc-
tual payment of each of the Notes) in accordance with their respective
terms, whether the Obligations are outstanding on the date of this
Agreement or arise or are incurred at any time or times thereafter.

(b) Payments. If the Borrower shall fail to make any payment
of any Obligation to the Bank when and as the same shall become due and
payable, the Guarantor agrees to make such payment to the Bank forthwith
upon demand by the Bank.

(c) Performance. Without prejudice to the obligations of the
Guarantor to the Bank under paragraphs (a) and (b) of this Section 5.1,
which are absolute and unconditional, but as a separate undertaking on
the part of the Guarantor, the Guarantor will use its best efforts in
good faith, to the extent that the Guarantor lawfully can, to cause the
Borrower to perform and comply with the agreements and conditions to be
performed or complied with by the Borrower which are contained in this
Agreement or in the Notes, and the Guarantor will promptly take or cause
to be taken, without expense to the Bank, such measures as may be appro-
priate and are within its lawful powers to prevent the occurrence of any
Event of Default or to make good any Event of Default which may occur.

(d) Unlimited Liability of the Guarantor. The liability of
the Guarantor under the Guarantee shall be unlimited. :
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5.2. VWaivers of Notice, Assent, Etc. It is the express in-
tention of the Guarantor and the Bank that the obligations of the Guar-
antor to the Bank under the Guarantee shall not be to any extent or in
any way or manner whatsoever satisfied, discharged, released, impaired,
diminished or otherwise affected except by the payment by the Guarantor
of its obligations to the Bank under the Guarantee and then only to the
extent of such payment. Without limitation of the generality of the
foregoing, the obligations of the Guarantor to the Bank under the Guar-
antee shall not be to any extent or in any way or manner whatsoever sat-
isfied, discharged, released, impaired, diminished or otherwise affected
by any of the following, whether or not the Guarantor shall have had any
notice or knowledge of any thereof: (a) the dissolution, termination of
existence, insolvency, business failure, appointment of a receiver for
any part of the property of, assignment for the bemefit of creditors by,
or the commencement of any proceeding under any bankruptcy or insolvency
laws by or against, the Borrower or the Guarantor; (b) the absorption,
merger or amalgamation of, or the effectuation of any other change what-
soever in the name, membership, constitution or place of formation of,
the Borrower, the Guarantor or the Bank; (c¢) any exteasion or postpone-
ment of the time for the payment of any of the Obligations, the accep-
tance of any partial payment thereon, any and all other indulgences
whatsoever by the Bank in respect of any of the Obligations, the taking,
addition, substitution or release, in whole or in part, at any time or
times, of any security for any of the Obligations or the addition, sub-
stitution or release, in whole or in part, of any person or persons
(other than the Borrower) primarily or secondarily liable in respect of
any of the Obligations; (d) any action or delay in acting or failure to
act on the part of the Bank under this Agreement, the Notes or the SRS
Consent Agreement or in respect of any of the Obligations or any of the
Collateral or otherwise, including, without limitation, any failure
strictly or diligently to assert any right or to pursue any remedy
against the Borrower under this Agreement, the Notes or the SRS Consent
Agreement or provided by statute or at law or in equity or to mitigate
damages or to assert any right or to pursue any remedy under the SRS
Consent Agreement or any of the agreements, instruments or documents for
the time being comprising the Collateral against any other party or par-
ties thereto; (e) any modification or amendment of, or any supplement or
addition to, the Notes, the SRS Consent Agreement or any of the agree-
ments, instruments or documents for the time being comprising the Col-
lateral; (f) any waiver, consent or other action or acquiescence by the
Bank at any time or times in respect of any default by the Borrower in
the Borrower's performance of or the Borrower's compliance with any
term, covenant, condition (including, but not limited to, any condition
set forth in Section 3 hereof) or provision contained in this Agreement,
the Notes or the SRS Consent Agreement or any waiver, consent or other
action or acquiescence by the Bank at any time or times in respect of
any default under the SRS Consent Agreement or any of the agreemeats,
instruments or documents for the time being comprising the Collateral by
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any party or parties thereto; (g) the occurrence at any time or times of
any event, or the existence on the date hereof or the development at any
time or times after the date hereof of any condition, which constitutes
an Event of Default or which, with notice or the lapse of time, or both,
would comstitute an Event of Default; (h) the existence or creation at
any time or times on or after the date hereof of any claim, defense,
right of set-off or counterclaim of any nature whatsoever of the Guar-
antor against the Borrower or against the Bank or of the Borrower
against the Guarantor -or against the Bank; or (i) the Notes, the SRS
Consent Agreement, any of the agreements, instruments or documents for
the time being comprising the Collateral or any provisions of any there-
of shall at any time and for any reason whatsoever cease to be in full
force and effect or shall be declared null and void or illegal, invalid,
unenforceable or inadmissible in evidence. The Guarantor hereby abso-
lutely, unconditionally and. irrevocably assents to and waives notice of
any and all events, conditions, matters and things hereinbefore speci-
fied in clauses (a) through (i), inclusive, of the foregoing sentence of
this Section 5.2. The Guarantor. hereby irrevocably waives notice of
acceptance of the Guarantee and also presentment, demand, notice, pro-
test, notice of protest, notice of dishonor and all other demands and
notices in connection with the delivery, acceptance, performance, de-
fault or enforcement of this Agreement, the Notes, any of the Obliga-
tions or any of the Collateral.

5.3. Election of Remedies. The Guarantee may be enforced by
the Bank from time to time as often as the occasion therefor may arise
and without any requirement on the part of the Bank first to exercise
any rights against the Borrower or any other person or to exhaust any
remedies available to the Bank against the Borrower or any other person
or to resort to any Collateral in the Bank's possession or under the
Bank's control or to resort to any other source or means of obtaining
payment or enforcing performance of the Obligations or any of them.

5.4. Place of Payment, Etc.

. (a) Each payment payable by the Guarantor to the Bank under
the Guarantee or otherwise upon the terms of Section 5 hereof shall be
made to the Bank at its Head Office located at 100 Federal Street, Bos-
ton, Massachusetts 02110, in funds immediately available to the Bank as
it may direct. : :

(b) Each payment payable by the Guarantor to the Bank under
the Guarantee or otherwise upon the terms of Section 5 hereof shall be
made to the Bank without set-off or counterclaim and free and clear of,
and without any deduction for, any taxes, levies, imposts, duties,
charges, fees, deductions, withholdings, restrictiomns or conditioms of
any nature whatever.
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(¢) Anything in this Agreement express or implied to the con-
trary notwithstanding, any overdue payment payable by the Guarantor to
the Bank under the Guarantee or otherwise upon the terms of Sectiom 5
hereof shall bear interest, from the date on which such payment shall
have become due and payable by the Guarantor to the Bank in accordance
with the terms hereof to the date on which such payment shall be paid to
the Bank (whether before or after judgment), at the rate of eleven per-
cent (11%) per annum. The unpaid interest accrued on any overdue pay-
ment in accordance with this paragraph (c) will become and be absolutely
due and payable by the Guarantor to the Bank on demand by the Bank. In-
terest on each overdue payment will continue to accrue as provided by
this paragraph (c) and will be compounded monthly until the obligations
of the Guarantor in respect of the payment of such overdue payment are
discharged (whether before or after judgment).

5.5. Expenses. The Guarantor hereby agrees to pay to the
Bank, within three days after demand by the Bank, any and all expenses
(including, without limitation, the fees and disbursements of lawyers
for the Bank) which shall at any time or times hereafter be incurred or
sustained by the Bank in connection with the Bank's enforcement of all
or any of its rights, remedies, powers or privileges under Section 5
hereof.

5.6. Unenforceability of Obligations Against Borrower, Etc.
It is hereby agreed by the Guarantor and. the Bank as a separate and in-
dependent stipulation that, if the Borrower shall cease to have any ob~
ligation to discharge the Obligations or any of them or if any of the
moneys included in the Obligations shall become irrecoverable from the
Borrower or if any of the Obligatioms shall become invalid or umenforce-
able, in whole or in part, against the Borrower for any reason whatso-
ever (legal or otherwise), including, but not limited to, (a) any defect
in or insufficiency of the powers of the Borrower or any irregular or
improper exercise thereof, or (b) the operation of any statute of limi-
tations or the operation of any other laws now or hereafter in effect,
or (c) the existence of any legal limitation, disability or incapacity
affecting or otherwise relating to the Borrower, then the Guarantee and
the obligations of the Guarantor to the Bank thereunder shall neverthe-
less be binding on and enforceable against the Guarantor as if the Obli-
gations were, at the time of demand by the Bank upon the Guarantor for
payment under the Guarantee, fully valid and enforceable against the
Borrower and as if the Guarantor was, at the time of such demand, the
principal debtor in respect of the Obligations.

5.7. Subrogation and Subordination. Subject as hereinafter
provided in this Section 5.7, the Guarantor shall be subrogated to the
rights of the Bank against the Borrower in respect of any payments made
by the Guarantor under the Guarantee, and the Borrower hereby acknowl-
edges, and hereby absolutely, unconditionally and irrevocably agrees
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with the Guarantor, that no payment made by the Guarantor to the Bank
under the Guarantee shall to any extent or in any way or maaoner whatso-
ever satisfy, discharge, release, impair, diminish or otherwise affect
the Borrower's absolute and unconditional obligation to pay and perform
all of the Obligations and each and every part thereof. The rights
which the Guarantor shall acquire against the Borrower as a consequence
of making any payment to the Bank under the Guarantee are hereinafter
collectively called the "Subrogation Rights." Anything hereinbefore to
the contrary notwithstanding, in the event of any proceeding for the
distribution, division or application of all or any part of the assets
of the Borrower, whether such proceeding be for the liquidation, disso-
lution or winding up of the Borrower, a receivership, insolvency or
bankruptcy proceeding, an assignment for the benefit of creditors, or a
proceeding by or against the Borrower for relief under any bankruptcy,
reorganization or insolvency law, if all of the Obligations have not
been paid or satisfied in full at the time, the Bank is hereby irrevoca-
bly authorized by the Guarantor at any such proceeding: (a) to enforce
the Subrogation Rights of the Guarantor, either in the Bank's own name
or in the name of the Guarantor, by proof of debt, proof of claim, suit
or otherwise; (b) to collect any assets of the Borrower distributed or
applied by way of dividend or payment on account of the Subrogation
Rights of the Guarantor, and apply the same, or the proceeds of any re-
alization thereof, towards the payment of the Obligations until all of
the Obligations have been paid in full; and (c) to vote claims arising
under or in respect of the Subrogation Rights of the Guarantor. Should
any payment on account of the Subrogation Rights of the Guarantor be re-
ceived by the Guarantor, such payment shall be delivered by the Guaran-
tor forthwith to the Bank in the form received, except for the addition
of any endorsement or assignment necessary to effect transfer of all
rights therein to the Bank. Until so delivered, any such payment shall
be held by the Guarantor in trust for the Bank and shall not be com-
mingled with any other funds of the Guarantor. The balance (if any) re-
maining after the Bank shall have applied the said assets, proceeds and
payments in or towards the payment and satisfaction in full of all of
the Obligations shall, after the Obligations shall have been paid and
satisfied in full, be remitted by the Bank to the Guarantor or to whom-
soever shall be entitled thereto.

5.8. Set-0ff. Regardless of the adequacy of any Collateral,
if any principal, interest or other sum payable to the Bank by the Bor-
rower or the Guarantor under this Agreement or under the Notes is not
paid to the Bank punctually when due, any deposits or other sums at any
time credited by or due from the Bank to the Guarantor may, without no-
tice to the Guarantor or compliance with any other condition precedent
now or hereafter imposed by statute, rule of law or otherwise (all of
which are hereby expressly waived by the Guarantor), be applied to or
set off against all or any of the obligations of the Guarantor to the
Bank.
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Section 6. Representations and Warranties. The Borrower and the
Guarantor hereby represent and warrant to the Bank as follows:

{a) Each of the Borrower and the Guarantor is a corporation
duly organized, validly existing and in good standing under the laws of
its jurisdiction of incorporation. The Borrower has adequate corporate
power and authority to enter into and perform its obligations under this
Agreement, the Notes, the SRS Consent Agreement, the Management Agree-
ment and the Purchase Contract. The Guarantor has adequate corporate
power and authority to enter into and perform its obligations under or
in respect of this Agreement and the Guarantee.

(b) The execution and delivery by the Borrower of this Agree-
ment, the Notes, the SRS Consent Agreement, the Management Agreement and
the Purchase Contract and the performance by the Borrower of all of its
obligations hereunder and thereunder in accordance with their respective
terms have been duly authorized by all necessary corporate action on the
part of the Borrower and do not and will not (i) require amy waivers,
consents or approvals by any creditor or trustee for creditors of the
Borrower, (ii) contravene any provision of the Certificate of Incorpora-
tion or the By-Laws of the Borrower, (iii) wviolate or contravene any
- provision of any law or regulation of the United States, the State of
Connecticut or the State of New York, or any order, ruling or interpre-
tation thereunder or any decree or order of any court or governmental or
regulatory authority, bureau, agency or official (all as in effect and
applicable to the Borrower on the date hereof), (iv) conflict with, or
result in a breach of the terms, conditions or provisions of, or consti-
tute a default under, or result in the creation of any mortgage, charge
or other encumbrance upon any of the property of the Borrower under, any
agreement, trust deed, indenture or other instrument to which the Bor-
rower is or may become a party or by which the Borrower or amy of its
property is or may become bound or affected, or (v) require any approv-
als or consents of the Guarantor. '

" (¢) The execution and delivery by the Guarantor of this
Agreement, the signing of the Notes by the Guarantor, as guarantor of
the payment and performance of all of the Borrower's obligations there~
under, and the performance by the Guarantor of all of its obligatioms
under or in respect of this Agreement and the Guarantee in accordaace
with their respective terms have been duly authorized by all necessary
corporate action on the part of the Guarantor and do not and will not
(i) require any waivers, consents or approvals by any creditor or trust-
ee for creditors of the Guarantor, (ii) contravene any provision of the
Certificate of Incorporation or the By-Laws of the Guarantor, (iii) vio-
late or contravene any provision of any law or regulation of the United
States, the State of Conmecticut or the State of New York, or any order,
ruling or interpretation thereunder or any decree or order of any court
or governmental or regulatory authority, bureau, agency or official (all
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as in effect and applicable to the Guarantor on the date hereof), (iv)
conflict with, or result in a breach of the terms, conditions or provi-
sions of, or constitute a default under, or result in the creation of
any mortgage, charge or other encumbrance upon any of the property of
the Guarantor under, any agreement, trust deed, indenture or other in-
strument to which the Guarantor is or may become a party or by which the
Guarantor or any of the property of the Guarantor is or may become bound

or affected, or (v) require any approvals or consents of any of the
shareholders of the Guarantor.

(d) The Borrower has duly executed and delivered this Agree-
ment, the SRS Consent Agreement, the Management Agreement and the Pur-
chase Contract. The agreements and obligations of the Borrower con-
tained in this Agreement, the SRS Consent Agreement, the Management
Agreement and the Purchase Contract constitute legal, valid and binding
obligations of the Borrower enforceable against the Borrower in accord-
ance with their respective terms. The agreements and obligations of the
Borrower contained in each Note will, when such Note is executed and de-
livered to the Bank by the Borrower, constitute legal, valid and binding
obligations of the Borrower enforceable against the Borrower in accor-
dance with their respective: terms. Anything expressed in this paragraph
(d) to the contrary notwithstanding, the enforceability of the agree-
ments and obligations of the Borrower under or in respect of this Agree-
ment, the Notes, the SRS Consent Agreement, the Management Agreement and
the Purchase Contract may be limited by the Federal Bankruptcy Act and
any other applicable bankruptcy, insolvency, reorganization, moratorium
or similar law relating to or affecting the enforcement of creditors’

rights generally, now or hereafter in effect, and subject to usual equi-
ty principles.

{e) The Guarantor has duly executed and delivered this Agree-
ment. The agreements and obligations of the Guarantor contained in this
Agreement constitute legal, valid and binding obligations of the Guaran-
tor enforceable against the Guarantor in accordance with their respec-
tive terms; provided, that the enforceability of the agreements and ob-
ligations of the Guarantor under or in respect of this Agreement may be
limited by the Federal Bankruptcy Act and any other applicable bankrupt-
cy, insolvency, reorganization, moratorium or similar law relating to
or affecting the enforcement of creditors' rights generally, now or
hereafter in effect, and subject to usual equity principles.

(f) Except for the filings referred to in Section 6(g) here-
of, no approval, consent, order, authorization or licemse by, or giving
notice to, or taking any other action with respect to any governmental
or regulatory authority or agency is required, under any provision of
any law or regulation of the United States, the State of Conmecticut or
the State of New York, or any order, ruling or interpretation thereunder
(all as in effect and applicable to the Borrower or the Guarantor on the
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date hereof), (i) for the execution and delivery of this Agreement by
the Borrower and the Guarantor, or for the execution and delivery by the
Borrower of the Notes, the SRS Consent Agreement, the Management Agree-
ment or the Purchase Contract, (ii) for the performance by the Borrower
of all of its agreements and obligations under this Agreement, the
Notes, the SRS Consent Agreement, the Management Agreement and the Pur-
chase Contract in accordance with their respective terms, (iii) for the
performance by the Guarantor of all of its agreements and obligations
under or in respect of this Agreement and the Guarantee in accordance
with their respective terms, (iv) as a condition to the legality, valid-
ity, binding effect, enforceablllty or admissibility in evidence of this
Agreement, the Notes, the security interests granted to the Bank hereby,
the Guarantee, the SRS Consent Agreement, the Management Agreement, or
the Purchase Contract, or (v) in order to perfect the security 1nterests
granted to the Bank hereby.

(g) No filing, recording or enrolling of this Agreement, the
Notes, the SRS Consent Agreement, the Management Agreement or the Pur-
chase Contract or any other agreement, instrument or document relating
hereto or thereto with any court or governmental or regulatory autho-
rity, bureau, agency or official of the United States, the State of Con~-
necticut or the State of New York is required, under any provision of
any law or regulation of the United States, the State of Comnecticut or
the State of New York or any order, ruling or interpretation thereunder
(all as in effect on the date hereof), (i) to ensure the legality, va-
lidity, binding effect, enforceability or admissibility in evidence of
this Agreement, the Notes, the security interests granted to the Bank
hereby, the Guarantee, the SRS Consent Agreement, the Management Agree-
ment or the Purchase Contract at any time or times after the date of
this Agreement, or (ii) to perfect the security interests granted to the
Bank hereby, except for (A) the filing, with the Connecticut Department
of State, of a Uniform Commercial Code financing statement covering the
security interests granted by the Borrower to the Bank pursuant to this
Agreement, and (B) the filing, with the Interstate Commerce Commission,
of a counterpart original and two certified true copies of each of this
Agreement and the Management Agreement..

(h) Each of the Cars which has been delivered to and accepted
by the Manager (as agent for the Borrower) on or prior to the date here-
of has been duly documented in the name of the Borrower as sole owner in
accordance with all applicable laws and regulations in effect on the
date hereof. The Borrower has and will at all times continue to have
(unless the Bank otherwise agrees) good title to each of such Cars, and,
except for the security interests granted by the Borrower to the Bank
hereby, the Borrower is and will be at all times (except as otherwise
contemplated by this Agreement) the absolute and lawful owner of all of
the Collateral owned by the Borrower on or as of the date hereof. Each
of the Cars which will be delivered to and accepted by the Manager (as
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agent for the Borrower) at any time after the date hereof will, at the
time of such delivery and acceptance, be duly documented in the name of
the Borrower as sole owner in accordance with all applicable laws and
‘regulations in effect at such time. Unless the Bank otherwise agrees,
the Borrower will, at all times from and after the delivery to and ac-
ceptance by the Manager (as agent for the Borrower) at any time after
the date hereof of any Cars, have good title to each of such Cars. Ex-
cept for the security interests granted by the Borrower to the Bank
hereby, and except as otherwise contemplated by this Agreement, the Bor-
rower will, at all times from and after the acquisition by the Borrower
at any time after the date hereof of any interest in any part of the
Collateral, be the absolute and lawful owner of such part of the Colla-
teral. No part of the Collateral is or will be subject to any mortgage,
assignment, lien, pledge, charge, security interest or other encumbrance
of any kind whatever other than the security interests granted by the
Borrower to the Bank hereby and other than liens of the kind permitted
by Section 7.1(f) hereof. No financing statements, mortgages, assign-
ments, security agreements or deeds of trust have been or will be filed
with respect to all or any part of the Collateral other than such as re-
late to the security interests granted by the Borrower to the Bank here-
by or to liens of the kind permitted by Section 7.1(f) hereof.

(i) The chief place of business of the Borrower is located on
the date hereof at 270 Greenwich Avenue, Greenwich, Connecticut, and, on
the date hereof, the offices where all of the records and books of ac-
count of the Borrower are kept are located at 270 Greenwich Avenue,
Greenwich, Connecticut.

(i The Guarantor has heretofore furnished the Bank with cop-
ies of: (i) the unaudited consolidated balance sheet of the Guarantor
and its consolidated subsidiaries as at November 30, 1978, and the re-
lated unaudited consolidated statements of income, retained earnings and
changes in the financial position of the Guarantor and its consolidated
subsidiaries for the eleven-month period then ended, all as certified by
the principal financial officer of the Guarantor; and (ii) the audited
balance sheet of GWRR as at December 31, 1977, and the related audited
statements of income, retained earnings and changes in the financial po-
sition of GWRR for the year then ended, all as certified by Price Water-
house & Co. Such balance sheets are materially accurate and complete
and present fairly the financial position of the Guarantor and its con-
solidated subsidiaries and the financial position of GWRR as at the date
of each of such balance sheets. Such statements of income, retained
earnings and changes in financial position are materially accurate and
complete and present fairly the results of operations of the Guarantor
and its consolidated subsidiaries and the results of operations of GWRR
for the periods indicated. Such financial statements have been prepared
in accordance with generally accepted accounting principles applied on a
consistent basis. Except as disclosed to the Bank in a letter dated De-
cember 20, 1978, from the Guarantor to the Bank, neither the Guarantor
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~and its consolidated subsidiaries nor GWRR had, as at November 30, 1978
in the case of the Guarantor and its consolidated subsidiaries, and as
at December 31, 1977 in the case of GWRR, any material liabilities or
obligations which were not reflected in the balance sheets referred to
above.

(k) Except as disclosed to the Bank in a letter dated Decem-
ber 20, 1978, from the Guarantor to the Bank, no changes have occurred
in the assets, liabilities or financial condition of the Guaranter and
its consolidated subsidiaries from that reflected in the balance sheet
of the Guarantor and its consolidated subsidiaries referred to in Sec~
tion 6(j) hereof which, individually or in the aggregate, have been ma-
‘terially adverse; and, since the date of such balance sheet, there has
been no materially adverse development in the business as a whole or in
the prospects of the Guarantor and its consolidated subsidiaries.

(1) All of the outstanding shares in the capital of the Bor-
rower are owned of record and beneficially by the Guarantor. All of
such shares were validly issued and are fully paid and nonassessable and
are free of all pledges, liens, security interests and other encum-
brances. One thousand outstanding shares in the capital of GWRR are not
owned of record or beneficially by the Guarantor on the date hereof.
All of the other outstanding shares in the capital of GWRR are owned of
record and beneficially by the Guarantor on the date hereof. All of the
outstanding shares in the capital of GWRR owned by the Guarantor were
validly issued and are fully paid up and nonassessable and are free of
all pledges, liens, security interests and other encumbrances.

N\ (m) To the knowledge and belief of the Borrower and the Guar-
antor, there is no pending or threatened action, suit, proceeding or in-
vestigation before any court, governmental or regulatory body, agency,
commission or official, board of arbitration or arbitrator against or
affecting the Borrower or the Guarantor or GWRR, the outcome of which
could materially adversely affect the financial position, business, op-
erations or prospects of the Borrower or the Guarantor or GWRR or the
outcome of which could significantly impair the ability of the Borrower
to perform its obligations under this Agreement, the Notes, the SRS Con-
sent Agreement, the Management Agreement or the Purchase Contract or the
ability of the Guarantor to perform its obligations under or in respect
of this Agreement or the Guarantee.

(n) Neither the Borrower, the Guarantor nor GWRR is in de-
fault in any material respect under any contract, agreement or instru-
‘ment to which the Borrower, the Guarantor or GWRR is a party or by which
the Borrower, the Guarantor or GWRR or any of the property of the Bor-
rower, the Guarantor or GWRR is or may become bound or affected, the
consequence of which default could materially adversely affect the fi-
nancial position, business, operations or prospects of the Borrower, the
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Guarantor or GWRR or significantly impair the ability of the Borrower to
perform its obligations under this Agreement, the Notes, the SRS Consent
Agreement, the Management Agreement or the Purchase. Contract or the
ability of the Guarantor to perform its obligations under or in respect
of this Agreement or the Guarantee.

Section 7. Further Covenants.

7.1. Further Covenants of the Borrower. The Borrower hereby
further covenants and agrees with the Bank that, from the date heresof
and so long as any part of the Maximum Commitment remains in effect and

until such later date as all of the Obligations are paid and satisfied
in full: '

(a) The Borrower will do or cause to be dome all things nec-
essary to preserve, maintain and keep in full force and effect at all
times its corporate rights, corporate franchises and separate corporate
existence and to comply at all times with all laws applicable to it.

(b) The Borrower will at all times keep proper records and
books of account in which complete and correct entries shall be made in
accordance with generally accepted accounting principles and practices
consistently applied throughout the periods involved, and the Borrower
will furnish or cause to be furnished to the Bank; with reasonable
promptness, such information respecting the business, assets, financial
condition and results of operations of the Borrower as the Bank may from
time to time reasonably request.

(c¢) The Borrower will permit any officer, employee or repre-
sentative of the Bank to visit and inspect any of the assets or proper=-
ties owned or held under lease by the Borrower, and, on the request of
the Bank, to examine the Borrower's books of account, records, reports
and other papers (and to make copies thereof and to take extracts there-
from) and to discuss the Borrower's affairs, finances and accounts with
the Borrower's Directors and officers, all at such reasonable times and
as often as the Bank may reasonably request.

_ (d) The Borrower will not at any time or times, without the
express prior written consent of the Bank, (i) take any action to can-
cel, terminate or rescind, or agree or consent to any cancellation, ter-
mination or rescission of, the SRS Consent Agreement, the Management
Agreement or any other Management Agreements or any Leases which shall
at any time or times hereafter be made or otherwise entered into by the
Borrower, (ii) waive, release or discharge, or agree or consent to any
waiver, release or discharge of, any obligation or liability of States
Marine Corporation or the Manager to the Borrower under the SRS Consent -
Agreement or the Management Agreement or any obligation or liability of
any person to the Borrower under any other Management Agreements or any
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Leases which shall at any time or times hereafter be made or otherwise
entered into by the Borrower, (iii) agree or comsent to any act or omis-
sion by States Marine Corporation or the Manager which would constitute
a. default by States Marine Corporation or the Manager in the performance
of or compliance with any term, covenant or provision of the SRS Consent
Agreement or the Management Agreement, (iv) agree or consent to any act
or omission by any person which would constitute a default by such per-
son in the performance of or compliance with any term, covenmant or pro-
vision of any other Management Agreements or any Leases which shall at
any time or times hereafter be made or otherwise entered into by the
Borrower, (v) agree or consent to any modification or amendment of, or
any supplement or addition to, the SRS Consent Agreement, the Management
Agreement or any other Management Agreements or Leases which shall at
any time or times hereafter be made or otherwise entered into by the
Borrower, (vi) make or otherwise enter into any Management Agreements
(other than the Management Agreement) or any Leases, or (vii) extend or
renew, or agree to any extension or renewal of, any Management Agree-
ments or any Leases.

(e) The Borrower will not at any time or times, without the
express prior written consent of the Bank, (i) use or employ any of the
Cars or knowingly permit or authorize any of the Cars to be used or em-
ployed in any way or for any purpose which might impair the security in-
terests granted to the Bank hereby, (ii) sell, offer for sale or agree
to sell any of the Cars or otherwise authorize or permit any person or
persons (including the Manager) to sell, offer for sale or agree to sell
any of the Cars, (iii) transfer or dispose of any of the Cars or other-
wise agree or consent to any transfer or disposition of any of the Cars,
(iv) refuse to permit or otherwise object to the making of any altera-
tions, modifications, improvements or additions to the Cars or any of
them of the kind described in Section 8(c) of the Management Agreement,
or (v) take or omit to take any action, the taking or omission of which
shall result in the withdrawal of all or any of the Cars from the Man-
agement Program (as defined in the Management Agreement) or the termi-
nation of the Management Agreement or the SRS Consent Agreement.

(f) The Borrower will not at any time or times create, assume
or incur, or suffer to be created, assumed or incurred, or permit to ex-
ist, any mortgage, lien, pledge, charge, security interest or other en-
cumbrance of any kind in respect of the Collateral or any part thereof;

-excluding, however, from the operation of this paragraph (f): (i) any
of the Leases; (ii) any of the Management Agreements; (iii) the security
interests. granted to the Bank hereby; (iv) any materialmen's, mechan-
ics', workmen's, repairmen's or other like liens arising in respect of
the Cars in the ordinary course of the use or operation of the Cars; (v)
liens created by or resulting from any litigation or legal proceeding
which is currently being contested in good faith by appropriate proceed-
ings or other measures; and (vi) judgment liens which shall not have
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been in existence for a period longer than fifteen days after the crea-
tion thereof, or, if a stay of execution shall have been obtained, for a
period longer than fifteen days after the expiration of such stay; pro-
vided, however, that the Borrower will pay and discharge, or otherwise
cause to be paid and discharged, as required by Sectiom 7.1(i) hereof,
all debts, damages and liabilities which have given or may give rise to
any such liens of the kind referred to im clause (iv), (v) or (vi) of
this sentence; and provided, further, that amny such liens shall be per-
mitted to exist only so long as there shall exist no danger that any
such liens will be asserted or otherwise enforced against any of the
Cars or any of the other Collateral. The Borrower will not take or
knowingly omit to take any action, the taking or omission of which would
prejudice, delay or impair in any way whatsoever all or any of the
rights, remedies, powers and privileges of the Bank under this Agree-
ment, the Notes or the SRS Consent Agreement or under or in respect of
all or any part of the Collateral.

(g) The Borrower will duly perform and comply with all of the
agreements and conditions to be performed and complied with by it under
the SRS Consent Agreement, the Management Agreement and the Purchase
Contract and under any other Management Agreements or any Leases which
shall at any time or times hereafter be made or otherwise entered into
by the Borrower. '

(h) The Borrower will insure each of the Cars or otherwise
cause each of the Cars to be insured in the name of the Borrower or in
the joint names of the Borrower and any manager and/or lessee for the
time being of the Cars in such amount or amounts as the Bank may from
time to time reasonably stipulate and against all such risks as the Bank
may from time to time reasonably stipulate. The Borrower will effect
all such insurances, or otherwise cause all of such insurances to be
effected, with such reputable insurance companies or underwriters as the
Bank shall approve. All of the insurances required to be carried and’
maintained on or with respect to the Cars shall name the Bank as a loss
payee and shall be taken out in such manner as shall create a first pri-
ority security interest in such insurances in the Bank, for which pur-
pose the Borrower shall at all times act in accordance with the require=-
ments of the Bank. All policies or contracts of insurance which shall
at any time or times be obtained in respect of the Cars shall be satis-
factory to the Bank in form and substance. The Borrower will notify the
Bank in writing, and will cause each of the insurers of the Cars to
agree with the Bank (each such agreement to be in form and substance
satisfactory to the Bank) to notify the Bank in writing, (i) of any can-
cellation of any of the Insurances, (ii) of any proposed alteration 'in
any of the Insurances, (iii) of any failure to pay, as and when the same

shall become and be due and payable, any premium in respect of any of
- the Insurances, and (iv) of any other act or omission which might inval-
idate or render unenforceable, in whole or in part, any of the Insur-
ances.
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(i) The Borrower will pay and discharge, or otherwise cause
to be paid and discharged, when the same shall become due and payable,
all debts, damages and liabilities whatsoever which have given or may

give rise to any liens on or claims enforceable against the Cars or any
of them.

(j) The Borrower will not at any time or times (i) change the
location of its chief place of business, or (ii) change the location of
the offices where the records and books of account of the Borrower are
kept, without (in each case) giving at least thirty (30) days' prior
written notice to the Bank specifying the new address of the Borrower's
chief place of business or (as the case may be) the new address of such
offices.

(k) The Borrower will not, without the express prior written
consent of the Bank (which consent shall not be unreasonably withheld by
the Bank), consolidate with or merge into any other corporation or en-
tity.

7.2. Further Covenants of the Guarantor. The Guarantor here-
by further covenants and agrees with the Bank that, from the date hereof
and so long as any part of the Maximum Commitment remains in effect and
until such later date as all of the Obligations are paid and satisfied
in full:

(a) The Guarantor will do or cause to be done, and will cause
each of the Borrower and GWRR to do or cause to be done, all things nec-
essary to preserve, maintain and keep in full force and effect at all
times its corporate rights, corporate franchises and separate corporate
existence and to comply at all times with all laws applicable to it.

{(b) The Guarantor will at all times keep, and at all times
cause each of its subsidiaries to keep, proper records and books of ac-
count in which complete and correct entries shall be made in accordance
with' generally accepted accounting principles and practices consistently
applied throughout the periods involved, and the Guarantor will furnish
or cause to be furnished to the Bank:

(i) as soon as available and, in any event, not later
than ninety days after the end of each fiscal year of the Guarantor
and GWRR, beginning with the fiscal year of each ended December 31,
1978, (A) the consolidated and consolidating balance sheets of the
Guarantor and its consolidated subsidiaries as at the end of such
fiscal year, (B) the related consolidated and consolidating state-
ments of income and retained earnings of the Guarantor and its con-
solidated subsidiaries for such fiscal year, (C) the consolidated
and consolidating statements of changes in the financial position
of the Guarantor and its consolidated subsidiaries in such fiscal
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year, all of the foregoing to be in reasonable detail and certified
by Price Waterhouse & Co. or by other independent accountants of
recognized standing chosen by the Guarantor, (D) the unaudited and
unconsolidated balance sheet of GWRR as at the end of such fiscal
year, (E) the related unaudited and unconsolidated statements of
income and retained earnings of GWRR for such fiscal year, and (F)
the unaudited and unconsolidated statements of changes in the fi-
nancial position of GWRR in such fiscal year, all of the foregoing
financial statements of GWRR to be in reasonable detail and certi-

fied to be materially true and correct by the principal financial
officer of GWRR;

(ii) as soon as available and, in any event, not later
than forty-five days after the end of each of the first three quar-
ters of each fiscal year of the Guarantor and GWRR, beginning with
the fiscal year of each ending December 31, 1979, (A) the consol-
idated and consolidating balance sheets of the Guarantor and its
consolidated subsidiaries as at the end of such quarter, (B) the
consolidated and consclidating statements of income and retained
earnings of the Guarantor and its consolidated subsidiaries for
such quarter and for the portion of the fiscal year ended at the
end of such quarter, (C) the consolidated and consolidating state-
ments of changes in the financial position of the Guarantor and its
consolidated subsidiaries in such quarter, (D) the balance sheet of
GWRR . as at the end of such quarter, (E) the statements of income
and retained earnings of GWRR for such quarter and for the portion
of the fiscal year ended at the end of such quarter, and (F) the
statements of changes in the financial position of GWRR im such
quarter, all in reasonable detail and certified to be materially
true and correct (subject to year-end audit adjustments) by the
principal financial officer of the Guarantor or the principal fi-
nancial officer of GWRR; and

(iii) with reasonable promptness, such other information
respecting the business, assets, financial condition and results of
operations of the Guarantor, GWRR, the Borrower or any of the Guar-
antor's other subsidiaries as the Bank may from time to time rea-
sonably request.

(¢) The Guarantor will permit, and will cause each of GWRR
and the Borrower to permit, any officer, employee or representative of
the Bank to visit and inspect any of the assets or properties owned or
held under lease by it, and, on the request of the Bank, to examine its
books of account, records, reports and other papers (and to make copies
thereof and to take extracts therefrom) and to discuss its affairs, fi-
nances and accounts with its Directors and officers, all at such reason-
able times and as often as the Bank may reasonably request.
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(d) The Guarantor will not, and will not cause, permit or
suffer GWRR or the Borrower to, consolidate with or merge into any other
corporation or entity, in each case without the express prior written
consent of the Bank (which consent shall not be unreasonably withheld by
the Bank).

(e) The Guarantor will not at any time or times sell, trans-
fer or otherwise dispose of (i) any shares in the capital of GWRR or the
Borrower which have heretofore been or shall hereafter be acquired by
the Guarantor, (ii) or any securities which have heretofore been or
' shall hereafter be acquired by the Guarantor and which are or shall be
exchangeable for or convertible into any shares in the capital of GWRR
or the Borrower. The Guarantor will not create, assume or incur or per-
mit to exist any pledge, security interest or other encumbrance of any
kind (A) in respect of any shares in the capital of GWRR or the Borrower
which have heretofore been or shall hereafter be acquired by the Guaran-
tor, or (B) in respect of any securities which have heretofore been or
shall hereafter be acquired by the Guarantor and which are or shall be
exchangeable for or convertible into any shares in the capital of GWRR
or the Borrower.

(f) The Guarantor will not at any time cause or permit any
shares (whether issued at any time or times on or prior to the date
hereof or issued at any time or times thereafter) in the capital of the
Borrower or GWRR (other than the one thousand shares in the capital of
GWRR not owned by the Guarantor on the date hereof) to be owned of rec-
ord or bemeficially by any person or persons other than the Guarantor.

(g) The Guarantor will not at any time or times, without the
express prior written consent of the Bank: (i) cause or permit the Con-
solidated Net Worth (as hereinafter defined) of the Guarantor and its
consolidated subsidiaries as at any date to be less than $4,000,000;
(ii) cause or permit the Consolidated Total Indebtedness (as hereinafter
defined) of the Guarantor and its consolidated subsidiaries as at any
date to be greater than an amount equal to 400% of the Consolidated Net
Worth of the Guarantor and its consolidated subsidiaries as at such
date; or (iii) cause or permit the Consolidated Current Assets (as here-
inafter defined) of the Guarantor and its consolidated subsidiaries as
at any date to be less than the sum of (A) the Consolidated Current Lia-
bilities (as hereinafter defined) of the Guarantor and its consolidated
subsidiaries as at such date, plus (B) $850,000.

For the purposes of this paragraph (g), the following terms
shall have the respective meanings set forth below:

(1) '"Consolidated Net Worth" means, in relation to the
Guarantor and its consolidated subsidiaries as at any particular date,
total shareholders' equity as such item would, in accordance with gener-
ally accepted accounting principles and practices consistently applied,
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‘be reflected in a consolidated balance sheet of the Guarantor and its
consolidated subsidiaries prepared as at such date.

(2) "Consolidated Total Indebtedness" means, in relation
to the Guarantor and its consolidated subsidiaries as at any particular
date, all indebtedness, obligations and liabilities of the Guarantor and
its consolidated subsidiaries which would, in accordance with generally
accepted accounting principles and practices consistently applied, be
classified as liabilities upon a consolidated balance sheet of the Guar-
antor and its consolidated subsidiaries prepared as at such date.

(3) "Comnsolidated Current Assets™ means, in relation to
the Guarantor and its consolidated subsidiaries as at any particular
date, all assets of the Guarantor and its consolidated subsidiaries
which would, in accordance with generally accepted accounting principles
and practices consistently applied, be classified as current assets upon
a consolidated balance sheet of the Guarantor and its consolidated sub-
sidiaries prepared as at such date.

(4) T"Consolidated Current Liabilities" means, in rela-
tion to the Guarantor and its consolidated subsidiaries as at any par-
ticular date, all liabilities (including tax and other proper accruals)
of the Guarantor and its consolidated subsidiaries which would, in ac-
cordance with generally accepted accounting principles and practices
consistently applied, be classified as current liabilities upon a con-
solidated balance sheet of the Guarantor and its consolidated subsidi-
aries prepared as at such date; provided, however, that the Consolidated
Current Liabilities of the Guarantor and its consolidated subsidiaries
as' at any particular date shall not include any payments required to be
made by the Guarantor or any of its consolidated subsidiaries not more
than one year after such date in respect of any indebtedness of the
Guarantor or any of its consolidated subsidiaries which (x) shall have
been incurred to finance the purchase price of any railroad cars, loco-
motives or other railroad rolling stock owned by the Guarantor or by any
of its consolidated subsidiaries, and (y) shall have a final maturity
later than one year after the date of creation thereof.

(hY The Guarantor will not at any time or times, and will not
at any time or times cause or permit GWRR to, (i) create, assume or in-
cur, or suffer to be created, assumed or incurred, or permit to exist,
any mortgage, lien, pledge, charge, security interest or other encum-
brance of any kind in respect of any of the property, assets, income or -
revenues of any character of the Guarantor or GWRR, whether heretofore
or at any time or times hereafter acquired by the Guarantor or by GWRR,
or (ii) lease (as lessee) any real property or any tangible personal
property of any kind whatever from any person or persons; excluding,
however, from the operation of this paragraph (h): (A) any mortgage,
security interest or other encumbrance for or in respect of the creation
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of which the Bank shall grant to the Guarantor or to GWRR the express
prior written consent of the Bank; (B) any mortgage, lien, pledge,
charge, security interest or other encumbrance securing the payment or
performance by the Borrower of all or any part of the Obligations or se-
curing the payment or performance by the Guarantor of all or any part of
the obligations of the Guarantor to the Bank under or in respect of this
Agreement or the Guarantee; (C) the Collection Agency Agreement, dated
as of January 4, 1979, between GWRR, States Marine Corporation and the
Bank; (D) all mortgages, liens, pledges, charges, security interests or
other encumbrances which have been created, assumed or incurred on or
prior to the date hereof and which are in existence on the date hereof;
(E) any mortgage at any time hereafter created over or in respect of any
real property owned by GWRR on the date hereof, provided that any such
mortgage shall secure the payment of only such indebtedness as shall be
incurred by GWRR to finance the development of the real property over
which such mortgage shall be created or to finance the coastruction of
any new buildings thereon; (F) any lease or other similar agreement
heretofore or hereafter made or otherwise entered into by GWRR, as les-
sor, in the ordinary course of business, and pursuant to which GWRR
shall at any time or times lease (as lessor) to any person or persons
any real property or tangible personal property owned by GWRR, whether
heretofore or at any time or times hereafter acquired by GWRR; (G) any
conditional sale or other similar title retention agreement heretofore
or hereafter made or otherwise entered into by the Guarantor or by GWRR
to secure the payment of the purchase price of tangible personal proper-
ty purchased by the Guarantor or by GWRR; (H) any lease or other similar
agreement heretofore or hereafter made or otherwise entered into by the
Guarantor or by GWRR (in each case, as lessee) and pursuant to which the
Guarantor or GWRR shall at any time or times lease (in each case, as
lessee) from any person or persons any real property or any tangible
personal property, provided that the real property or the tangible per-
sonal property covered by any such lease or other similar agreement
shall, at no time within five years prior to the date of such lease or
other similar agreement, have been owned by the Guarantor or by GWRR;
(I) any mortgage or other security interest at any time hereafter cre-
ated over or in respect of any tangible personal property at any time
hereafter acquired by the Guarantor or by GWRR, provided that any such
mortgage or other security interest shall secure the payment of only
such indebtedness as shall be incurred by the Guarantor or by GWRR to
finance the purchase of the tangible personal property covered by such
mortgage or other security interest; (J) liens for taxes or assessments
or other governmental charges or levies; (X) deposits to secure the
statutory obligations of the Guarantor or GWRR; (L) any materialmen's,
mechanics', workmen's, repairmen's or other like liens arising in the
ordinary course of the business of the Guarantor or GWRR, or deposits to
secure the release of any such liens; (M) deposits to secure, or in lieu
of, surety, appeal or customs bonds in proceedings to which the Guaran-
tor or GWRR is, or otherwise would be, a party; (N) liens created by or
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resulting from any litigation or legal proceeding which is currently be-
ing contested by the Guarantor or by GWRR in good faith by appropriate
proceedings or other measures; (0) judgment liens which shall not have
been in existence for a period longer than thirty days after the cre-
ation thereof, or, if a stay of execution shall have been obtained, for
a period longer than thirty days after the expiration of such stay; and
(P) any mortgages, liens, pledges, charges, security interests or other
encumbrances which are not otherwise permitted by this paragrpah (h) but
which collectively secure the payment of indebtedness (whether of the
Guarantor, GWRR or any other person or persons) in an aggregate amount
not exceeding $100,000.

7.3. Further Assurances. Each of the Borrower and the Guar-
antor will, at any time or times upon the written request of the Bank,
and without any expense to the Bank, execute, acknowledge (if appropri-
ate) and deliver, or cause to be executed, acknowledged and delivered,
any and all such further assurances and other agreements, instruments
and documents and take or cause to be taken such other action as shall,
‘in the opinion of the Bank, be necessary at any time or times in order
(i) to give full effect to this Agreement, the Notes, the Guarantee and
the SRS Consent Agreement, (ii) to maintain, preserve, safeguard and
continue at all times all or any of the rights, remedies, powers and
privileges of the Bank under or in respect of this Agreement, the Notes,
the Guarantee, the SRS Consent Agreement and the Collateral, or (iii) to
protect the security interests granted to the Bank hereby.

Section 8. Events of Default and Remedies.

8.1. Events of Default. The occurrence of any one or more of
the following events shall constitute an "Event of Default":

(a) any primcipal, interest or other sum payable by the Bor-
rower to the Bank under this Agreement or under the Notes shall not be
paid to the Bank punctually when due; or

(b) any representation or warranty made by or on behalf of
the Borrower or the Guarantor in this Agreement or otherwise in writing
in connection with this Agreement shall prove to have been untrue or in-

correct on or as of the date on which such representation or warranty
was made; or

(c) the Borrower shall fail to perform, comply with or satis-
fy any other covenant, agreement or obligation which is contained in
this Agreement or in the Notes and which is to be performed, complied
with or satisfied by the Borrower; or

(d) the Borrower shall fail to perform, comply with or satis-
fy any covenant, agreement or obligation which is contained in the SRS
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Consent Agreement, the Management Agreement, the Purchase Contract or
any other Management Agreements or Leases and which is to be performed,
complied with or satisfied by the Borrower; or '

(e} the Guarantor shall fail to perform, comply with or sat-
isfy any covenant, agreement or obligation which is contained in this
Agreement and which is to be performed, complied with or satisfied by
the Guaramtor; or

(f) GWRR shall fail to perform, comply with or satisfy any
covenant, agreement or obligation which is contained in the Collection
Agency Agreement, dated as of January 4, 1979, between GWRR, States Ma-
rine Corporation and the Bank, and which is to be performed, complied
with or satisfied by GWRR; or

(g) any substantial loss, theft, material damage or destruc-
tion of or to the Collateral shall occur which is not adequately covered
by the Insurances, or any levy on the Collateral or seizure or attach-
ment thereof by legal process shall occur which is not discharged forth-
with upon the Borrower's receipt of notice thereof; or

(h) all or any part of the Collateral shall be sold, trans-
ferred, assigned or disposed of, by operation of law or otherwise, with-
out the prior written consent of the Bank; or

(i) the dissolution, termination of existence, insolvency,
business failure, appointment of a receiver for any part of the property
of, assignment for the benefit of creditors by, or the commencement of
any proceeding under any bankruptcy or insolvency laws by or against the
Borrower or the Guarantor shall occur; or

(j) any shares (whether issued at any time or times on or
prior to the date hereof or issued at any time or times thereafter) in
the capital of the Borrower or GWRR (other than the one thousand shares
in the capital of GWRR not owned by the Guarantor on the date hereof)
shall at any time be owned of record and/or bemeficially by any person
or persons other than the Guarantor; or

(k) the SRS Consent Agreement shall terminate or otherwise
cease to be in full force and effect, or any period of time shall elapse
during which no Management Agreements, in form and substance satisfac-
tory to the Bank, shall be in full force and effect; or

(1) any default by the Borrower, the Guarantor or GWRR shall
occur under any loan agreement, credit agreement, promissory note, bond,
trust deed, indenture, indemnity, guarantee or other similar agreement
or instrument to which the Borrower, the Guarantor or GWRR is or may at
any time hereafter become a party or by which any of the property of the
Borrower, the Guarantor or GWRR is or may at any time hereafter become
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bound or affected, and such default shall consist of a default by the
Borrower, the Guarantor or GWRR in the payment at maturity of all or any
part of its indebtedness (now existing or hereafter arising) under any
such agreement or instrument or such default shall result in all or any
part of the indebtedness (mow existing or hereafter arlslng) of the Bor-
rower, the Guarantor or GWRR under any such agreement or instrument be-
coming or being declared due and payable prior to the date on which such
indebtedness or any part thereof would otherwise have become due and
pavable.

8.2. Remedies. If any one or more of the Events of Default
shall occur:

. (a) The Bank may, by giving notice to the Borrower, immedi-
ately terminate the Maximum Commitment in full, and the Bank shall
thereupon be relieved of all (if any) of its obllgatlons to make any
further Advances hereunder

(b) The Bank may, without notice or demand, declare all of
the Obligations, including the entire aggregate unpaid principal amount
of all of the Notes, all of the unpaid interest accrued thereon and all
(if any) other sums payable by the Borrower to the Bank under this
Agreement or under the Notes to be immediately due and payable. There-
upon, all of the Obligations shall forthwith become and be due and pay-
able by the Borrower to the Bank without notice and without presentment
for payment, demand, protest or notice of protest or any other formali-
ties of any kind, all of which are hereby expressly waived by the Bor-
rower.

(¢) ' The Bank may proceed to protect and enforce all or any of
its rights, remedies, powers or privileges under this Agreement and the
Notes by action at law, suit in equity or other appropriate proceedings,
whether for specific performance of any covenant in this Agreement or
the Notes, or in aid of the exercise of any power granted to the Bank in
this Agreement or the Notes.

(d) The Bank shall have, in any jurisdiction where enforce-
ment is sought, in addition to all other rights and remedies, the rights
and remedies of a secured party under the Uniform Commercial Code of the
State of Connecticut, including, without limitation, the right to take
immediate possession of the Collateral. The Borrower will, upon demand
by the Bank but at the expense of the Borrower, make the Collateral
available to the Bank at a place and time designated by the Bank which
is. reasonably convenient to both parties. The Bank will give the Bor-
rower at least five days' prior written notice of the time and place of
any public sale of the Collateral or of the time after which any private
sale or any other intended disposition of the Collateral is to be made.
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Section 9. Provisions of General Application.

(a) All notices, demands, requests, applications and other
communications pursuant hereto shall be in writing, either delivered in
hand or sent by first-class mail, postage prepaid, or by telex or tele-
graph, addressed as follows: (i) if to the Borrower or the Guarantor,
at 270 Greenwich Avenue, Greenwich, Connecticut 06830, marked "Atten~
tion: Mortimer B. Fuller, III"; (ii) if to the Bank, at 100 Federal
Street, Boston, Massachusetts 02110, marked "Attention: James F. Not-
man, Jr., Assistant Vice President™; or (iii) to such other address as
any party hereto shall have designated in a written notice to the other
parties hereto. : ‘

(b) All representations and warranties made by or on behalf
of the Borrower or the Guarantor in this Agreement or otherwise in writ-
ing in connection with this Agreement are material and shall be deemed
to have been relied upon by the Bank.

(c) This Agreement shall be binding upon and inure to the
benefit of the parties hereto and their respective successors in title
and. assigns; provided, however, that neither the Borrower nor the Guar-
antor shall assign any of their respective rights or obligations here-

under to any person or persons without the prior written consent of the
Bank. ‘ v

(d). In the event that any one or more of the provisions con-
tained in this Agreement shall be invalid, illegal or unenforceable in
any respect under any law, the validity, legality and enforceability of
the remaining provisions contained herein shall not in any way be af-
fected or impaired thereby. :

(e) Without prejudice to any of the other provisions of this
Agreement or the Notes, the Borrower shall pay to the Bank, on demand by
the Bank at any time or times, (i) any and all costs, charges, expenses
and other sums expended, paid or debited in account by the Bank at any
time or times, whether by itself or through any attorney, delegate, sub-
stitute or agent, for any of the purposes referred to in this Agreement,
" the Notes or the SRS Consent Agreement or otherwise howsoever in rela-
tion to the security interests granted to the Bank hereby, including,
without limitation, the remuneration of any such attorney, delegate,
substitute or agent and of any other servants or agents employed by the
Bank for any such purposes, and (ii) any and all other costs, charges
and expenses (including, but not limited to, the fees and disbursements
of lawyers engaged by or on behalf of the Bank) which have been or which
shall at any time or times hereafter be incurred or sustained by the
Bank in connection with (A) the negotiation, preparation, execution and
delivery of this Agreement, the Notes and the SRS Consent Agreement, the
negotiation, preparation, execution and delivery of any variations or
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supplements hereto or thereto or the making of the Loan, or (B) the
maintenance, preservation, protection, realisation or enforcement of, or
the collection and recovery of any moneys from time to time arising
under, the security interests granted to the Bank hereby, or () insur-
ing, inspecting, repairing, maintaining, completing, managing, letting,
realising or exercising any other power, authority or discretion in re-
lation to the Collateral or any part thereof, or otherwise incurred
under any provision of this Agreement, the Notes or the SRS Consent
Agreement, to the intent that the Bank shall be afforded a full and un-
limited indemnity in respect thereof, and, until so repaid, the payment
of all of the costs, charges, expenses and other sums aforesaid shall be

- secured by the Collateral (but without prejudice to any other remedy,
lien or security available to the Bank).

(f) Regardless of the adequacy of any Collateral, any depos-
its or other sums at any time credited by or due from the Bank to the
Borrower may at any time or times, without notice to the Borrower or
compliance with any other condition precedent now or hereafter imposed
by statute, rule of law or otherwise (all of which are hereby expressly
waived by the Borrower), be applied to or set off against all or any of
the Obligations.

(g) This Agreement and the rights and obligations of the par-
ties hereunder shall be governed by and interpreted and determined in
accordance with the laws of the State of New York.

: (h) This Agreement may be executed in any number of counter-
parts, but all such counterparts shall together constitute but one
agreement. In making proof of this Agreement, it shall not be necessary
to produce or account for more than one counterpart signed by all of the
parties hereto.

IN WITNESS WHEREOF, this Agreement has been duly executed by or on
behalf of each of the partles hereto on the day and in the year first
above written.

..GWI LEASING CORP..

me fvc.\ac’mf

- GENESEE AND WYOMING INDUSTRIES, INC.

D77 78N g

THE FIRST NATIONAL BANK OF BOSTON

BY_,&W 7, Moreke, AP
(/ /




EXHIBIT A

EXHIBIT A TO THE FOREGOING LOAN AND SECURITY AGREEMENT, DATED AS OF

FEBRUARY 16, 1979

IDENTIFICATION OF THE CARS

The Cars referred to in the said Loan and Security Agreement are
100 ton covered-hopper railroad freight cars each having a capacity of
4,550 cubic feet.

The Serial Number and the Reporting Mark of each of the Cars which
has been delivered to and accepted by the Manager (as agent for the
Borrower) on or prior to February 16, 1979 are set forth below:

SERIAL NUMBERS REPORTING MARKS
810105 810106 810107 . GNWR
810108 810109 810110 GNWR
810111 810112 810113 GNWR
810114 810115 GNWR
810206 810207 810208 GNWR
810209 810210 810211 GNWR
810212 810213 810214 GNWR
810215 810216 810217 GNWR
810218 810219 810220 GNWR
810221 810222 810223 GNWR
Sl 810224 810225 810226 GNWR
: ' 810227 810228 810229 GNWR
810230 810231 810232  GNWR _ _
— oo - 810233 0 810234 810235 GNWR
810236 810237 810238 : GNWR
810239 810240 810241 GNWR
810242 810243 810244 GNWR
810245 810246 810247 GNWR
810248 810249 810250 GNWR
810251 810252 B10253 GNWR
810254 810255 810256 GNWR
810257 810258 B10259 GNWR
810260 810261 810262 GNWR
810263 810264 810265 GNWR
B10266 810267 810268 GNWR
810269 810270 810271 GNWR
810272 810273 810274 GNWR
810275 810276 810277 GNWR
810278 810279 810280 GNWR

810281 810282 810283 : GNWR




SERIAL NUMBERS . REPORTING MARKS
810284 810285 810286 GNWR
810287 810288 - 810289 . GNWR
810290 810291 810292 GNWR

810293 810294 GNWR




EXHIBIT B

EXHIBIT B TO THE FOREGOING LOAN AND SECURITY AGREEMENT DATED AS OF

FEBRUARY 16, 1979

PROMISSORY NOTE

5 ' Date: , 1979

FOR VALUE RECEIVED, the undersigned, GWI LEASING CORP., a Delaware
corporation (hereinafter, together with its successors in title and as-
signs, called the "Borrower"), by this Promissory Note (hereinafter
called "this Note"), absolutely and unconditionally promises to pay to
the order of THE FIRST NATIONAL BANK OF BOSTON (hereinafter, together
with its successors in title and assigns, called the "Bank") the princi-
pal sum of
DOLLARS ($ ) and to pay interest on the principal sum outstand-
ing hereunder from time to time from the date hereof until the said
principal sum or the unpaid portion thereof shall have become due and
payable at the rate of TEN AND ONE-HALF PERCENT (10 1/2%) PER ANNUM.

On April 20, 1979, there shall become absolutely due and payable
hereunder, and the Borrower hereby promises to pay to the order of the
Bank, all of the interest which shall accrue on the primncipal sum out-~

standing hereunder from time to time from the date hereof until April
20, 1979.

On the twentieth day of each April, July, October and January in
each year, beginning July 20, 1979, while any principal hereof remains
unpaid, there shall become absolutely due and payable hereunder, and the
Borrower hereby promises to pay to the order of the Bank, a fixed in-
stalment of combined principal of and interest on this Note in the
amount of

DOLLARS ($ ).

On April 20, 1994, the date of the final maturity of this Note,
there shall become absolutely due and payable hereunder, and the Borrow-
er hereby promises to pay to the order of the Bank, the balance (if any)
of the principal hereof then remaining unpaid, all of the unpaid inter-
est accrued hereon and all (if any) other sums payable by the Borrower
under or in respect of this Note and the indebtedness evidenced hereby.
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Any partial payment of any fixed instalment of combined principal
of and interest on this Note shall be applied first to the unpaid inter-
est on this Note accrued to the date of such partial payment and then to
the unpaid principal of this Note due and payable on such date.

Each overdue amount (whether of principal, interest or otherwise)
payable to the order of the Bank under or in respect of this Note or the
indebtedness evidenced hereby shall bear interest, from the date on
which such amount shall have become due and payable by the Borrower in
accordance with the terms hereof to the date on which such amount shall
be paid to the order of the Bank (whether before or after judgment), at
the rate of ELEVEN PERCENT (11%) PER ANNUM. The unpaid interest accrued
on any such overdue amount in accordance with the terms of this para-
graph shall become due and payable by the Borrower to the order of the:
Bank on demand by the Bank. Interest on each such overdue amount will
continue to accrue, as provided by the terms of this paragraph, and will
be compounded monthly until the obligation of the Borrower in respect of
the payment of such overdue amount shall be discharged (whether before
or after judgment).  All computations of interest payable on or in re-
spect of any overdue amount in accordance with the terms of this para-

graph shall be made by the Bank on the basis of the number of days
elapsed divided by 360.

This Note is one of the promissory notes of the Borrower made and
delivered by the Borrower to the Bank pursuant to a Loan and Security
Agreement, dated February 16, 1979 (hereinafter called the '"Loan Agree-
ment"), among (1) the Borrower, (2) Genesee and Wyoming Industries,
Inc., and (3) the Bank. This Note evidences the obligations of the Bor-
rower (a) to repay an advance in equal principal amount made by the Bank
to the Borrower on the date hereof pursuant to the Loan Agreement (here-
inafter called the "Advance"), and (b) to pay interest, as hereinabove
provided, on the principal amount hereof remaining unpaid from time to
time, and (c) to pay other sums which may become due and payable by the
Borrower hereunder as hereinafter provided. This Note and all payments
on or in respect of this Note are subject to the provisicns of the Loan
Agreement and reference is hereby made to the Loan Agreement for a com-
plete statement of the terms thereof.

The payment of the primcipal of and the interest on this Note and
the payment of all (if any) other sums which may become due and payable
by the Borrower to the order of the Bank under or in respect of this
Note are secured by all of the security interests granted by the Borrow-
er to the Bank pursuant to Section 4 of the Loan Agreement. The payment
and performance of all of the obligations of the Borrower to the Bank
under or in respect of the Advance, this Note and the Loan Agreement
have been absolutely, unconditionally and irrevocably guaranteed by Gen~-
esee and Wyoming Industries, Inc.
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Anything implied herein to the contrary notwithstanding, if any one
or more of the Events of Default (as that term is defined in the Loan
Agreement) shall occur, the Bank may, in its discretion, without notice
to or demand upon the Borrower, declare the principal of this Note and
all of the unpaid interest accrued thereon and all (if any) other sums
payable by the Borrower under or in respect of this Note and the indebt~-
edness evidenced hereby to be immediately due and payable, whereupon all
of the unpaid principal of this Note and all of the unpaid interest ac-
crued hereon and all (if any) other sums payable by the Borrower under
or in respect of this Note. and the indebtedness evidenced hereby shall
(if not already due and payable) forthwith become and be due and payable
to the order of the Bank without notice and without presentment for pay-
ment, demand, protest or notice of protest or any other formalities of
any kind, all of which are hereby expressly waived by the Borrower.

The unpaid principal of this Note may become subject to mandatory
prepayment (in whole or in part) in accordance with the terms of Section
2.6(a), 2.6(b) or 2.6(c) of the Loan Agreement. - On each date on which
all or any part of the unpaid principal of this Note shall become due
and payable in accordance with the terms of Section 2.6(a), 2.6(b) or
2.6(c) of the Loan Agreement, there shall become absolutely due and
payable hereunder, and the Borrower hereby promises to pay to the order
of the Bank, the amount of the principal hereof then to be prepaid in
accordance with the terms of the said Section 2.6(a), 2.6(b) or 2.6(c)
of the Loan Agreement.

The Borrower shall have the right to prepay the unpaid principal of
this Note in full (but not in part) upon the terms and subject to the
conditions contained in Section 2.6(e) of the Loan Agreement. If notice
of the prepayment of the unpaid principal of this Note is given to the
Bank by the Borrower pursuant to Section 2.6(e) of the Loan Agreement,
there shall become absclutely due and payable hereunder on the date of
prepayment specified in such notice, and the Borrower hereby promises to
pay to the order of the Bank on such date, the entire unpaid principal
of this Note, all of the unpaid interest accrued hereon and all (if any)
other sums payable by the Borrower under or in respect of this Note and
the indebtedness evidenced hereby.

. All payments of principal, interest and other sums payable on or in
respect of this Note or the indebtedness evidenced hereby shall be made
to the Bank at its Head Office located at 100 Federal Street, Boston,
Massachusetts 02110, in funds immediately available to the Bank as it
may direct. All such payments shall be made to the Bank without set-off
or counterclaim and free and clear of, and without deduction for, any
taxes, levies, imposts, duties, charges, fees, deductions, withholdings,
restrictions or conditions of any nature whatever.
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Whenever any payment to be made on or in respect of this Note or
the indebtedness evidenced hereby becomes due and payable on a day which
is not a business day, the maturity thereof shall be extended to the
next succeeding business day and interest thereon shall accrue at the
applicable rate during each such extension.

The failure of the Bank to exercise any of its rights, remedies,
powers or privileges hereunder in- any instance shall not constitute a
waiver thereof in that or any other instance.

Should all or any part of the indebtedness represented by this Note
be collected by action at law, or in bankruptcy, insolvency, receiver-
ship or other court proceedings, or should this Note be placed in the
hands of attorneys for collection after default, the Borrower hereby
agrees to pay to the order of the Bank, upon demand by the Bank, in ad-
dition to principal, interest and all (if any) other sums due and pay-
able hereunder, all court costs and attorneys' fees and all other col-
lection charges and expenses incurred or sustained by the Bank.

The Borrower hereby waives notice of acceptance, presentment, no-
tice of demand, notice of non-payment, protest, notice of protest, suit
and all other conditions precedent in connection with the delivery, ac-
ceptance, collection and/or enforcemnt of this Note or any security
therefor.

All notices, demands and other communications to or upon the Bor-
rower pursuant to this Note shall be in writing, either delivered in
hand or sent by first-class mail, postage prepaid, or by telex or tele-
graph, and addressed to the Borrower at 270 Greenwich Avenue, Greenwich,
Connecticut 06830, marked "Attention: Mortimer B. Fuller, III", or at
such other address as the Borrower shall have designated in a written
notice to the Bank.

This Note and the obligations of the Borrower hereunder shall be
governed by and interpreted and determined in accordance with the laws
of the State of New York.

IN WITNESS WHERECF, this Promissory Note has been duly executed by
or on behalf of the undersigned, GWI LEASING CORP., on. the day and in
the year first above written.

GWI LEASING CORP.

By
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FOR VALUE RECEIVED, the undersigned, GENESEE AND WYOMING INDUS-
TRIES, INC., as primcipal obligor, hereby absolutely, unconditionally
and irrevocably guarantees to THE FIRST NATIONAL BANK OF BOSTON (the
"Bank") the payment and performance in full of all of the obligations of
GWI LEASING CORP. (the "Borrower™) to the Bank under the foregoing Prom-
issory Note in accordance with the terms thereof. This guarantee is
made by the undersigned upon the terms and in accordance with all of the
provisions contained in Section 5 of the Loan and Security Agreement,
dated February 16, 1979 (the "Loan Agreement"), among (1) the Borrower,
(2) Genesee and Wyoming Industries, Inc., and (3) the Bank. Reference
is hereby made to the Loan Agreement for a complete statement of the
terms of the said guarantee.

GENESEE AND WYOMING INDUSTRIES, INC.

Date: By




EXHIBIT C

EXHIBIT C TO THE FOREGOING LOAN AND SECURITY AGREEMENT, DATED AS OF

FEBRUARY 16, 1979

GWI LEASING CORP.

The First National Bank of Boston
100 Federal Street
Boston, Massachusetts 02110 , 1979

Re: Loan and Security Agreement, dated as
of February 16, 1979 Among GWI Leasing
Corp., Genesee and Wyoming Industries,
Inc., and The First National Bank of
Boston

LOAN APPLICATION

Dear Sirs:

Pursuant to Section 2.2(b) of the Loan and Security Agreement, dat-
ed as of February 16, 1979 (the "Loan Agreement”), among GWI Leasing
Corp., Genesee and Wyoming Industries, Inc., and The First National Bank
of Boston (terms defined in the Loan Agreement having the same respec-
tive meanings herein as therein), the undersigned hereby makes written
application to the Bank for an Advance in the principal amount of
Dollars (3 ).

In accordance with Section 2.2(b) of the Loan Agreement, the under-
signed hereby irrevocably directs the Bank tc make such Advance to the
undersigned on , 1979, by causing the entire proceeds of such
Advance to be credited to checking account No. 5296818 of the uander-
signed with the Bank.

The undersigned hereby further irrevocably directs the Bank to
transfer from checking account No. 5296818 maintained with the Bank by
the undersigned to checking account No. 5286504 (States Rail Services,
General Account as Agent), the following:

(a) the sum of § ; plus
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{(b) the sum of § , such sum representing the differ-
ence between (i) that part of the unpaid balance of the Purchase
Price payable by the undersigned for the Cars hereinafter
identified in this letter, and (ii) the principal amount of the Ad-
vance.

The undersigned hereby irrevocably directs the Bank to make the
transfer of such sums on , 1979.

The undersigned does hereby represent and warrant to the Bank as

follows:

(1) No event has occurred and is continuing on the date here-
of which constitutes an Event of Default;

(2) The representations and warranties made by the under-
signed and the Guarantor in Section 6 of the Loan Agreement are
true and correct on and as of the date hereof, as if made on and as
of the date hereof; '

(3) Each of the Loan Agreement, the SRS Consent Agreement,
the Management Agreement and the Purchase Contract is in full force
and effect on the date hereof;

(4) The date on which the Manager will (as agent for the un-
dersigned) pay to or for the account of the Manufacturer that part
of the unpaid balance of the Purchase Price payable by the under-
signed for the Cars identified below is
1979;

’

(5) On , 1979, the unpaid balance of the Pur-
chase Price will be paid by the Manager {as agent for the under-
signed) to or for the account of the Manufacturer in consideration
for the undersigned’'s purchase of Cars, the Serial Numbers
and Reporting Marks of which are as follows:

SERIAL NUMBERS REPORTING MARKS
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(6) Each of the Cars identified above has been delivered by
the Manufacturer to and accepted by the undersigned prior to the
date hereof.
Very truly yours,

GWI LEASING CORP.

By:




| EXHIBIT D
EXHIBIT D TO THE FOREGOING LOAN AND SECURITY AGREEMENT, DATED AS OF

FEBRUARY 16, 1979

[Messrs. Harter, Secrest & Emery]

The First National Bank of Boston |
100 Federal Street

Boston, Massachusetts 02110 , 1979

Gentlemen:

This opinion is furnished to you pursuant to Section 3.1(e} of the
Loan and Security Agreement, dated as of February 16, 1979 (the "Loan
Agreement"), among (a) GWI Leasing Corp., (b) Genesee and Wyoming Indus-
tries, Inc., and (c) The First National Bank of Boston. The capitalized
expressions used without definition in this opinion which are defined in
or by reference in the Loan Agreement have the same respectlve meanings
herein specified therein.

Please be advised that James B. Gray, Jr., a Director of the Bor-
rower and an officer of Genesee and Wyoming Railroad Company, an affil-
iate of the Borrower and the Guarantor, is associated with this firm.
George R. Williams, a Director of the Guarantor and an officer of Gen-
esee and Wyoming Railroad Company, is also associated with this firm.
Matters referred to Mr. Gray and Mr. Williams in their respective enum-
erated capacities should not be deemed by reason thereof to be known to
us or to have been referred to us.

As counsel for the Borrower and the Guarantor, and for purposes of
this opinion, we have examined the following:

(a) the Loan Agreement, including all Exhibits annexed
thereto;

(b) the SRS Consent Agreement;

(c) the Management Agreement;

{(d) the Purchase Contract;

(e) the Certificate of Incorporation and the By-Laws of

the Borrower, each as in effect on , 1979;
(f) a Certificate of Good Standing of the Secretary of
State of the State of Delaware, dated : , 1979,

pertaining to the Borrower, together with a telegram, dated
y 1979 from the Secretary of State of the State of
Delaware (a copy of each of which is attached hereto);
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(g) the Certificate of Incorporation and the By-lLaws of

the Guarantor, each as in effect on , 1979;
(h) a Certificate of Good Standing of the Secretary of
the State of Delaware, dated , 1979, pertaining to

the Guarantor, together with a telegram, dated

1979, from the Secretary of State of the State of Delaware
statlng that .

We have also examined originals or certified true copies of all

such resolutions adopted by the Board of Directors of the Borrower and
by the Board of Directors of the Guarantor as we have deemed necessary
or advisable in order to render the opinions set forth below.

that:

Based upon our examination of the foregoing, we are of the opinion

(i) The Borrower and the Guarantor are corporations duly or-
ganized, validly existing and in good standing under the laws of
the State of Delaware, and neither corporation has any provision
within its Certificate of Incorporation which limits the durationm
of its corporate existence.

{ii) The Borrower has full corporate power and authority to
enter into and perform its obligations under the Loan Agreement,
the Notes, the SRS Consent Agreement, the Management Agreement and
the Purchase Contract and to make the borrowings contemplated by
the Loan Agreement. The Guarantor has full corporate power and au-
thority to enter into and perform its obligations under the Loan
Agreement and the Guarantee.

(iii) The execution and delivery by the Borrower of the Loan
Agreement, the Notes, the SRS Consent Agreement, the Management
Agreement and the Purchase Contract, the performance by the Borrow-
er of all of its obligations thereunder in accordance with their
respective terms, and the making by the Borrower of the borrowings
contemplated by the Loan Agreement, have been duly authorized by
all necessary corporate action on the part of the Borrower and do
not and will not (A) contravene any provision of the Certificate of
Incorporation or by By-Laws of the Borrower, each as in effect on
the date hereof, (B) violate or contravene any provision of any law

.0of the United States of America or the State of New York or any

published regulation, ruling or interpretation thereunder, all as
in effect and applicable to the Borrower on the date hereof, which
violation or contravention could materially impair the enforceabil-
ity of the Loan Agreement, the Notes, the SRS Consent Agreement,
the Management Agreement or the Purchase Contract, or (C) require
any approvals or consents of the Guarantor.



-

(iv) The execution and delivery by the Guarantor of the Loan
Agreement, the signing of the Notes by the Guarantor, and the per-
formance by the Guarantor of all of its obligations under the Loan
Agreement and the Guarantee in accordance with their respective
terms, have been duly authorized by all necessary corporate action
on the part of the Guarantor and do not and will not (A) contravene
any provision of the Certificate of Incorporation or the By-Laws of
the Guarantor, each as in effect on the date hereof, (B) violate or
contravene any provision of any law or regulation of the United
States of America or the State of New York or any ruling or inter-
pretation thereunder all as in effect and applicable to the Guaran-
tor on the date hereof, or (C) require any approvals or consents of
any of the shareholders of the Guarantor.

(v) All of the agreements and obligations of the Borrower un-
der the Loan Agreement, the SRS Consent Agreement, the Management
Agreement and the Purchase Contract constitute valid and legally
binding obligations of the Borrower enforceable against the Borrow=-
er in accordance with their respective terms, and all of the obli-
gations of the Borrower under or in respect of each of the Notes
will, when. each such Note is executed and delivered to the Bank by
the Borrower, constitute wvalid and legally binding obligations of
the Borrower enforceable against the Borrower in accordance with
their respective terms, except to the extent that enforceability
may be limited by the Federal Bankruptcy Act and any other applica-
ble bankruptcy, insolvency, reorganization, moratorium or similar
law relating to or affecting the enforcement of creditors' rights
generally, now or hereafter in effect, and subject to usual equity
principles.

(vi) All of the obligations of the Guarantor under the Loan
Agreement and the Guarantee constitute valid and legally binding
obligations of the Guarantor enforceable against the Guarantor in
accordance with their respective terms, except to the extent that
enforceability may be limited by the Federal Bankruptcy Act and any
other applicable bankruptcy, insclvency, reorganization, moratorium
or similar law relating to or affecting the enforcement of credi-
tors' rights generally, now or hereafter in effect, and subject to
ususal equity principles.

(vii) All of the outstanding shares of the Borrower are owned
of record and, to our knowledge, beneficially by the Guarantor on
the date hereof. All but 1,000 shares of the out~
standing shares of Genesee and Wyoming Railroad Company are owned
of record and, to our knowledge, beneficially by the Guarantor on
the date hereof. All of such shares of the Borrower and Genessee
and Wyoming Railrocad Company owned by the Guarantor were validly
issued and are fully paid and nonassessable and, to our knowledge,
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are free and clear, on the date hereof, of all pledges, liens, se-
curity interests and other encumbrances.

(viii) To our knowledge, the execution and delivery by the
Borrower of the Loan Agreement, the Notes, the SRS Consent Agree-
ment, the Management Agreement and the Purchase Contract, the per=-
formance by the Borrower of all of its obligations thereunder in
accordance with their respective terms and the making by the Bor-
rower of the borrowings contemplated by the Loan Agreement, do not
(A) require any waivers, consents or approvals by any creditor or
trustee for creditors of the Borrower, (B) violate or contravene
any decree or order of any court or govermmental or regulatory au-
thority, bureau, agency or official of the United States of America
or the State of New York, all as in effect. and applicable to the
Borrower on the date hereof, or (C) conflict with, or result in a
breach of the terms, conditions or provisions of, or constitute a
default under, or result in the creation of any mortgage, charge or
other encumbrance upon any of the property of the Borrower under,
any agreement, trust deed, indenture or other instrument known to
us to which the Borrower is a party on the date hereof or by which
the Borrower or any of its property is bound on the date hereof.

(ix) To our knowledge, the execution and delivery by the
Guarantor of the Loan Agreement, the signing of the Notes by the
Guarantor, and the performance by the Guarantor of all of its obli-
gations under the Loan Agreement and the Guarantee in accordance
with their respective terms do not (A) require any waivers, con-
sents or approvals by any creditor or trustee for creditors of the
Guarantor, (B) violate or contravene any decree or order of any
court or govermmental or regulatory authority, bureau, agency or
official of the United States of America or the State of New York,
all as in effect and applicable to the Guarantor on the date here-
of, or (C) conflict with, or result in a breach of the terms, con~
ditions or provisions of, or constitute a default under, or result
in the creation of any mortgage, charge or other encumbrance upon
any of the property of the Guarantor under, any agreement, trust
deed, indenture or other instrument known to us to which the Gua-
rantor is a party on the date hereof or by which the Guarantor is
bound on the date hereof.

Very truly yours,




EXHIBIT E
EXHIBIT E TO THE FOREGOING LOAN AND SECURITY AGREEMENT, DATED AS OF
FEBRUARY 16, 1979

[Messrs. Shearman & Sterling]

The First Naﬁional Bank of Boston
100 Federal Street '
Boston, Massachusetts 02110 , 1979

Gentlemen:

This opinion is furnished to you pursuant to Section 3.1(e) of the
Loan and Security Agreement, dated as of February 16, 1979 (the '"Loan
Agreement"), among (a) GWI Leasing Corp., (b) Genesee and Wyoming Indus-
tries, Inc., and (c) The First National Bank of Boston. The capitalized
expressions used without definition in this opinion which are defined in
or by reference in the Loan Agreement have the same respective meanings
herein specified therein.

As special counsel for States Marine Corporatiom, a New York cor-
poration (the "Company"), and for the purposes.of this opinion, we have
examined the SRS Consent Agreement, the Management Agreement, the Pur-
chase Contract and such other documents as we have deemed necessary or
advisable. We have also made such examination of law as in our judgment
is necessary and appropriate for the purposes of this opinion. We do
not, however, purport to be qualified to pass upon, and express no opin-
ion as to, the laws of any jurisdiction other than those of the United
States of America and the State of New York.

Based upon and subject to the foregoing, and further subject to the
qualifications set forth hereinbelow, we are of the opinion that:

1. The Company is a corporation duly organized, validly existing
and in good standing under the laws of the State of New York, with per-
petual corporate existence. The Company has full corporate power and
authority and full legal right to enter into and perform all of its
agreements and obligations under or in respect of each of the SRS Con-
sent Agreement, the Management Agreement and the Purchase Contract.

2. The execution and delivery by the Company of the SRS Consent
Agreement, the Management Agreement and the Purchase Comtract and the
performance by the Company of all of its agreements and obligations
thereunder in accordance with their respective terms have been duly au-
thorized by all necessary corporation action on the part of the Company,
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and do not and will not (a) contravene any provision of the Certificate
of Incorperation or the By-Laws of the Company, each as in effect on the
date hereof, (b) violate or coatravene any provision of any law or reg-
ulation of the United States of America or the State of New York, all as
in effect and applicable to the Company on the date hereof, or (c) re-
quire any approvals or consents of any of the shareholders of the Com-
pany.

3. The Company has duly executed and delivered each of the SRS
Consent Agreement, the Management Agreement and the Purchase Contract.
All of the agreements and obligations of the Company under or in respect
of the SRS Consent Agreement, the Management Agreement and the Purchase
Contract constitute legal, valid and binding obligations of the Company

enforceable against the Company in accordance with their respective
terms.

4. No approval, consent, order, authorization or license by, or
giving notice to, or taking any other action with respect to any govern- .
mental or regulatory authority or agency of the United States of America
or the State of New York is required, under any provision of any law or
regulation of the United States of America or the State of New York, all
as in effect and applicable to the Company on the date hereof, (a) for
the execution and delivery by the Company of the SRS Consent Agreement
the Management Agreement or the Purchase Contract, (b) for the perfor-
mance by the Company of all of its agreements and obligations under or
in respect of the SRS Consent Agreement, the Management Agreement or the
Purchase Contract in accordance with their respective terms, or (c) as a
condition to the legality, validity, binding effect, enforceability or
admissibility in evidence, on the date hereof or at any time thereafter,
of the SRS Consent Agreement, the Management Agreement or the Purchase
Contract.

The opinions expressed herein with respect to the SRS Consent
Agreement, the Management Agreement and the Purchase Contract are sub-
ject to the following qualifications:

(a) the enforceability of the agreements and obligations of
the Company under or in respect of the SRS Consent Agreement, the
Management Agreement and the Purchase Contract may be limited by
bankruptcy, insolvency, reorganization, moratorium or other laws
.relating to or affecting .generally the enforcement of creditors'’
rights; and “e

(b) the availability of any remedy may be limited by equit-
able principles, including the principle that equitable relief may
be denied if an adequate remedy exists at law.

Very truly yours,




For GWI Leasing Corp.:

STATE of ﬁ‘, e TrEas )

“ a

Y ss. CralESkl o

COUNTY OF “w#/Ces )

On this /4" " ‘day of February, 1979, before me personally ap-
peared [ igimwy o Folld & y to me personally known, who being by
me duly sworn, says that he is the of GWI
Leasing Corp. and that the foregoing instrument was executed on behalf
of GWI Leasing Corp. by authority of its Board of Directors, and he ac-
knowledged that the execution of the foregoing instrument was the free
act and deed of GWI Leasing Corp.

s )
MY :4;/.:‘ 1

“Notary Public

o

[Notarial Seall ‘ My commission expires: i/ /.«

For Genesee and Wyoming Industries, Inc.

STATE OF (nnzciTeei ) ,
3$S. (:;.:;:j'/}i/j‘ F e g it C ik

COUNTY OF /“jjif1éet )

On this /&'~ day of February, 1979, before me personally ap-
peared ik PSS ilfia J7L , to me personally known, who be-
ing by me duly sworn, says that he is the of

Genesee and Wyoming Industries, Inc. and that the foregoing instrument
was executed on behalf of Genesee and Wyoming Industries, Inc. by au-
thority of its Board of Directors, and he acknowledged that the execu-
tion of the foregoing instrument was the free act and deed of Genesee
and Wyoming Industries, Inc.

[Notarial Seal] ' My commission expires: // /%
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For The First National Bank of Boston:

COMMONWEALTH OF MASSACHUSETTS )
) ss.
COUNTY OF SUFFOLK )

ikl

On this /ﬁ/’ day of -Februarwx, 1979, before me personally ap-
peared éxﬁmws F. NoTMAN ,gR. , to me personally known, who being by
me duly sworn, says that he is an AsSrsrad 7 vrce FHEsr2¢4)7 of The First
National Bank of Boston and that the foregoing instrument was executed
on behalf of The First National Bank of Boston, and he acknowledged that
the execution of the foregoing instrument was duly authorized by and was
the free act and deed of The First National Bank of Boston.

(A2l

Notary Public H’THUR §. POTTIE, Notary Public
¥, Soowiesion Expires: June 2, 1983

[Notarial Seal] My commission expires:

R e




