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INTERSTATE COMMERCE COMMISSION

Office of the Secretary October 22, 1979
Interstate Commerce Commission

Washington, D.C. 20423

Dear Sirs:

Pursuant to Section 20c of the Interstate Commerce
Act and the Commission's rules and regulations thereunder, as
amended, I enclose herewith for filing and recordation three
copies of each of the following documents:

(1) Security Agreement dated October 16,
1979 between Fack—€—Fomes and Chemical Business

Credit Corp. DalE (. THorLRBoROUEH

(2) Assignment dated October 22, 1979
between Chemical Business Credit Corp and Chem-
Lease Worldwide, Inc.

The names and addresses of the parties to the
aforemention documents are as follows:

(1) Security Agreement:
(a) Secured Party:

Chemical Business Credit Corp.
55 Water Street
New York, N.Y. 10041; and

(b) Debtor:

Dale L. Thornborough
645 Fifth Avenue
New York, New York 10022

-
(2) Assignment: AL —
™o
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(a) Assignor: i :
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Chemical Business Credit Corp. - 2
55 Water Street A
New York, N.Y. 10041; and -= e
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(b) Assignee:

ChemlLease Worldwide, Inc.
55 Water Street
New York, N.Y. 10041

Pursuant to the Security Agreement, the Debtor has
granted to the Secured Party a security interest in the fol-
lowing units of equipment and in certain other collateral de-
scribed in the Security Agreement:

Eight (8) 70-Ton, 50'6" boxcars with 10' sliding
doors and 10" end of car cushioning, AAR Mechanical
Designation XM. LVRC 5372; LVRC 5373; LVRC 5374;
LVRC 5375 LVRC 5376; LVRC 5377; LVRC 5378; and LVRC
5379.

Pursuant to the Assignment, the Assignor has as-
signed to the Assignee the Assignor's right, title and inter-
est in, to and under the Security Agreement, including its
security interest in the above described units of railroad
equipment.

Please file and record the Security Agreement and
the Assignment, assigning the Assignment the same recordation
number as the Security Agreement, cross-indexing said docu-~-
ments and one to the other and indexing said documents under
the names of the Secured Party, the Assignee, the Debtor and
certain lessees of the above described units of railroad
equipment.

The enclosed documents are being presented for re-
cordation concurrently with the presentation for recordation
of certain other documents to which the Secured Party and the
Assignee are also parties, and a check is being presented for
the aggregate fee for recording all such documents pursuant
to 49 CFR 1116.1.

Please stamp all three copies of each of the two en-
closed documents and the attached copy of this transmittal
letter with your official recording stamp. You will wish to
retain two copies of each of the two documents and the origi-
nal of this transmittal letter for your files. It is reques-
ted that the one remaining copy of each of the two documents
and of this transmittal letter be delivered to the bearer of
this letter.

Very truly yours,
Jeffrey B. Reitman,

Vice President and
Secretary

JBR:dp
encs.
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ROBERT C. BARNARD
FRED D.TURNAGE
R.MICHAEL DUNCAN
DONALD L.MORGAN
CHARLES D.MAHAFFIE,JR.
J. EUGENE MARANS
DOUGLAS E.KLIEVER
KENNETH L.BACHMAN, JR.
CHARLES F.LETTOW
RICHARD peC.HINDS
RESIDENT PARTNERS

MATYTHEW HALE
PAUL GARDNER,JR.
WASHINGTON COUNSEL

SARA D.SCHOTLAND
WILLIAM B. McGURN, IIT
JOHN S.MAGNEY
JOHN C. MURPHY,JR.
HENRY J.PLOG,JR.
R.BRUCE DICKSON
JOHN L.TAYLOR

CLEARY, GOTTLIEB, STEEN & HAMILTON
1250 CONNECTICUT AVENUE, N. W,
WASHINGTON,D.C.20036

(202) 828-3000

CABLE: CLEARGOLAW WASHINGTON

Twx 7108220108
TELECOPIER

XEROX (202) 828-3130
RAPIFAX (202) 828-3131

November 2, 1979

GEORGE W. BALL
COUNSEL

NEW YORK OFFICE
ONE STATE STREET PLAZA
NEW YORK 10004

PARIS OFFICE
41|,AVENUE PE FRIEDLAND
75008 PARIS, FRANCE

BRUSSELS OFFICE
RUE DE LA LO! 23,BTE 5
1040 BRUSSELS,BELGIUM

LONDON OFFICE
WINCHESTER HQUSE
77 LONDON WALL
LONDON EC2N IDA,ENGLAND

LEE C. BUCHHEIT
JOHN W.WILMER, JR.
EUGENE M.GOOTT
PRICE O.GIELEN
MARK E. GRUMMER
ROBERT L.GLICKSMAN
WILLIAM C.NORMAN, TIT
JANET L.WELLER
WILLIAM N. HALL
MARK N.DUVALL
MARY WILD ENNIS
NINA F.SIMON

Office of the Secretary
Interstate Commerce Commission
Washington, D.C. 20423

Attention: Ms. Mildred Lee
Room 2227

Dear Ms. Lee:

As you and I discussed by telephone earlier this week,
on behalf of Chemlease Worldwide, Inc., we delivered certain
documents for recordation and filing with the Interstate Commerce
Commission on October 23, 1979. The purpose of this letter is to
call your attention to several technical matters with respect to
those filings.

1. ICC Nos. 10941 and 10941-A. This filing consisted
of a Security Agreement and a related Assignment, both of which
were described in the enclosed copy of the transmittal letter.
However, on the copy of the transmittal letter which was returned
to us, the notation "A" (indicating the filing of the Assignment)
was omitted. I would appreciate it if you would correct that
omission on the enclosed copy of the transmittal letter and con-
firm that the correct notation was made on the copy of the trans-
mittal letter which was retained by the ICC.

2. ICC Nos. 10942 and 10942-A. As the result of a typo-
~graphical error, the first paragraph of the transmittal letter




Office of the Secretary
November 2, 1979
Page Two

with respect to this filing refers to a "Security Agreement dated
October 16, 1979 between Jack C. Jones and Chemical Business
Credit Corp." The debtor in this transaction is actually Dale L.
Thornborough, as stated later in the transmittal letter. While
the transmittal letter complies with the requirements of the ICC
regulations in that it correctly identifies Mr. Thornborough

as the debtor, we wanted to call this discrepancy to your
attention so as to avoid any possible error at the time this
transaction is entered in the ICC's official files maintained
under 40 C.F.R. § 1116.5.

Also in connection with this transaction, we note that
the copy of the Assignment retained by the ICC refers to a
"Promissory Note dated October 16, 19 ", although that date
was filled in (i.e., "October 16, 1979") on the otherwise iden-
fical copy of the Assignment which was returned to our messenger.
Accordingly, in order to avoid any possible confusion with respect
to this matter, we respectfully request that the enclosed copy of
the Assignment bearing the full date, which is otherwise identical
to the Assignment retained by the ICC, be substituted for the
Assignment currently in the ICC's possession.

3. Finally, we note that although both of the filings
referred to above, and also Nos. 10943 and 10943-A, were stamped
as having been received on October 22, 1979, they were actually
delivered by us and received by the ICC on October 23, 1979.

Mr. John Finneran of our office, who is delivering this
letter, will provide any assistance which you require in order to
accomplish the foregoing matters.

I would appreciate it if you would indicate that the

requested changes have been made by stamping the enclosed copy
of this letter.

Sincerely,

—
me e
John C. Murphy, Jr.

Enclosure

Hand Delivery
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INTERSTATE COMMERCE COMMISSIoN
SECURITY AGREEMENT dated October 16, 1979
(hereinafter called this Agreement), between
the pa;ty executing this Agreement as Debtor
(hereinafter called the Debtor) and CHEMICAL
BUSINESS CREDIT CORP., a Delaware corporation

(hereinafter called the Secured Party).

The Debtor has requested that the Secured Party
make a loan td the Débtor (hereinafter called the Loan),
evidenced by a promissory note issued or to be issued by the
Debtor (hereinafter called the Note) payable to the order of
the Secured Party. The proceeds of the Loan will be used by
the Debtor to pay a portion of the purchase price of the
units of railroad equipment described in Schedule 2 attached
hereto, which will be leased initially to Lamoille Valley
Railroad Company, and, subject to the terms of this Agreement,
may be leased to certain other short-line railroads pursuant
to a Lease or Leases of Equipment, substantially in the form
attached as Exhibit D to the Private Pliacement Memorandum
(as hereinafter defined), between the Lessee (as héreinafter
defined) and Rex Railways, Inc. (hereinafter called the
Agent), as agent for the Debtor under a Management Agreement
(hereinafter .called the Management Agreement), in the form
attached aé Exhibit C to the Private Placement Memorandum.

The term "Private Placement Memorandum" means the Private



Placement Memorandum dated August 31, 1979, of the Agent,
pursuant to which prospective investors were offered the
opportunity to participate in the Agent's Boxcar Management
Program, 1979-D.

In order to induce the Secured Party to make
the Loan, the Debtor has agreed to secure to the extent
hereinafter set forth (a) the payment in full of principal
of and interest on the Note when and as the same shall
become due and payable whether at the stated date for the
payment thereof, by acceleration, by notice of prepayment
or otherwise and (b) the due and punctual payment of all
other monetary obligations of the Debtor to the Secured
Party pursuant to the Note and this Agreement (such principal,
interest and obligations being hereinafter called the
Obligations).

Accordingly, the Debtor and the Secured Party

hereby agree as follows:

ARTICLE ONE

Grant of Security

SECTION 1.01. Grant of Security. The Debtor

does hereby transfer, assign, grant, bargain, sell, convey,
hypothecate, and pledge to the Secured Party, its successors

and assigns, a security interest in all right, title and



interest of the Debtor which presently exists or which may
hereafter arise, in, to and under the following (all of the
properties in which the Secured Part? is hereby granted a
security interest being hereinafter called collectively the
Collateral):

(a) the units of railroad equipment described in-
Schedule A attached hereto, together with (i) any and
all accessories,lequipment, parts and improvements now
or at any time hgreinafter attached or appertaining to
such units, except such thereof as remain the property
of the Lessee under fhe Lease, and (ii) any and all
substitutions, renewals and replacements for, and any
additions, accessions and accumulations to, any and all
of such units (such units of railroad equipment, together
with such accessories, equipment, parts, improvements,
substitutions, replacements, additions, accessions and
accumulations being hereinafter called collectively the
Units and severally a Unit)}

(b) the Lease of Equipment described in Schedule B
attached hereto and any other Lease pursuant to which
any Unit shall at any time be leased, together with any
and all schedules and exhibits thereto (all such
Leases, together with such schedules and exhibits,

being hereinafter called collectively the Lease; and



all lessees thereunder, including without limitation,

the lessee set forth in Schedule B attached hereto,

being hereinafter called collectively the Lessee),
including without limitation the right to receive and.
collect all rental, casualty value payments, insurance
proceeds, condemnation awards and other payments now or
hereafter payable to the Debtor pursuant to the Lease;
and

| (c) to the extent not included in the next preceding
clause, all rentalf issues, income and profit from the
Units. ‘

SECTION 1.02. Limitations of Security Interest.

The security interest granted by the Debtor in and to the
Collateral is subject to (a) the Lessee's rights of posses-
sion, use and enjoyment set out in the Lease and (b) the
Agent's right to compensation set out in the Management
Agreement.

SECTION 1.03. Duration of Security Interest. The

security interest granted by the Debtor in and to the Collateral
shall remain in effect at all times until the Debtor shall
pay or cause to be paid all Obligations and shall observe and

perform all the terms, conditions and agreements contained in

this Agreement and the Note.



ARTICLE TWO

Representations, Warranties and Covenants

SECTION 2.01. Representations and Warranties.

The Debtor represents and warrants to the Secured Party that

(1) the Debtor is the record and beneficial owner of all
right, title and intereét in the Collateral free and clear of
all liens, charges and encumbrances, except for the rights of
th2 Lessce under the Lease and of the Agent under the Manage-
reni. Agreement, (p) the Debtor has full right, authority and
power to grant a security interest in the Collateral to the
32cured Party free of any contractual provision binding on it
or its assets and (c) without limiting the foregoing, there
is no financing statement or other filed or recorded instru-
ment in which the Debtor is named and which the Debtor has
signed or permitted to be filed or recorded covering any of
the Collateral (except the financing statements or other
instruments filed or to be filed in respect of the security
interest provided herein).

SECTION 2.02. Covenants. The Debtor uncondi-

tionally covenants and agrees with the Secured Party as



follows:

(a) the Debtor will promptly cause this Security
Agreement and each supplement of amendment hereto to be
duly filed and recorded with the Interstate Commerce
Commission in accordance with Section 20c of the Inter-
state Commerce Act. The Debtor will do, execute,
acknowledge, deliver, file, register and record all and
every further acts, deeds, conveyances, transfers and
assurances necessary or proper for the better assuring,
conveying, assigning‘and confirming unto the Secured
Party all of the Collateral or ppoperty intended so to
be, whether now owned or hereafter acquired;

(b) the Debtof shéll not encumber or grant a
security interest in or file a financing statement
covering the Collateral, or permit any of the foregoing,
without the prior written consent of the Secured Party,
except as required hereunder;

(c) the Debtoi will, at no expense to the Secured
Party, do, execute; acknowledge and deliver all and
every further acts, deeds, conveyances, transfers and
assurances necessary or proper for the perfection of the
security interest in the Collateral herein provided for;
without limiting the foregoing, the Debtor covenants and

agrees that it will, pursuant to Paragraph 7(a) of the



Management Agreement, direct the Agent to make all
payments of rental and other sums payable to the Debtor
under the Lease and the Managemént Agreement directly to
the Secured Party or as the Secured Party may otherwise
direct;

(d) the Debtor will not sell, mortgage, transfer
or assign (other than to the Secufed Party hereunder)
its interest in the Units or in any part thereof or in
any amount to be received by it from the use or disposi-
tion of the Units;

(e) subject to the rights oﬁ the Lessee under the
Lease, the Debtor will cause the Units and each and
every part thereof to be maintained, preserved and kept
in safe and good repair, working order and condition,
and will from time to time make or cause to be made all
necessary and proper repairs, renewals, and replacements
so that the value and efficiency of such property shall
not be impaired; |

(f) the Debtor will not, and will not permit or
cause the Agent to, declare or exercise any of the
remedies of the lessor under, or accept a surrender of,
or offer or agree to any assignment, termination,
modification or surrender of, the Lease (except as

otherwise expressly provided in the Management Agree-



ment), or by affirmative act consent to the creation or
existence of any security interest or other lien in or
on the Lease or any part thereof;

(g) the Debtor will not, and will not permit or
cause the Agent to, receive or collect any rental
payment under the Lease in respect of any of the Units
prior to the date for payment thereof provided for by
the Lease or assign, transfer or hypothecate (other
than to the Secured Party hereunder and to the Agent
under the Management Agreement) any rent payment then
due or to accrue in the future under the Lease in
respect of any of the Units;

(h) the Debtor will from time to time duly pay and
discharge or cause to be paid and discharged all taxes,
assessments and governmental charges lawfully imposed
upon or against the Collateral or any part thereof, and
will not suffer to exist any mechanics', laborers',
statutory or other lien on the Collateral or any part
thereof; provided, however, that nothing herein contained
chall be deemed to require the Debtor to pay any tax,
assessment, charge or lien, or any claim or demand of
mechanics, laborers or others, prior to the due date
thereof, or to require the Debtor to péy or discharge

any tax, assessment, lien, claim or charge (whether or
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not due or delinquent) the validity or amount of which
is being contested in good faith by appropriate proceed-
ings and which has been adequateiy reserved against;
provided, however, that the Debtor will pay or discharge
such tax, assessments, lien, claim or charge if seizure
of the Collateral is imminent;

(i) the Debtor will give the Secured Party prompt
written notice of any event or condition constituting
an Event of Default under the Lease if the Debtor has
actual knowledge of such event or condition;

(j) the Debtor will at its own expense duly comply
with and perform all the covenants and obligations of
the Debtor under the Lease and will at its own expense
seek to cause the Lessee to comply with and observe all
the terms and conditions of the Lease and, without
limiting the foregoing, at the request of the Secured
Party, the Debtor will at its own expenSe take such
action with respect to the enforcement of the Lease, and
the duties and obligations of the Lessee thereunder, as
the Secured Party may from time to time direct. Notwith-
standing anything to the contrary in this Security
Agreement contained, so long as Debtor is not in default
hereunder, Debtor shall have the right, without Secured

Party's prior consent, to amend, modify and terminate
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the Lease and to settle, adjust, compound and compromise
any claims of the Debtor against the Lessee thereunder;

(k) the Debtor will permit and will cause the Agent
to permit Secured Party to examine its books and records
with respect to the Collateral during regular business
hours upon reasonable notice to the Debtor;

(1) the Debtor shall not change, or permit to be
changed, the identﬁfying letters and numbers of the
Units from such idéntifying letters and numbers set
forth in Schedule'x hereto, except in accordance with a
statement of new numbers to be substituted therefor
which previously shall have been delivered to the
Secured Party and which shall be filed and recorded by
the Debtor in like manner as this Agreement; and

(m) the Debtor shall not lease the Units, or permit
the Units to be leased, to any railroad, or pursuant to
any lease of equipment, other than the railroad and the
Lease set forth in Schedule B hereto, except in accordance
with a statement of new railroad or lease of equipment,
as appropriate, which previously shall have been delivered
to the Secured Party and which shall be filed and

recorded by the Debtor in like manner as this Agreement.
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ARTICLE THREE

Application of Proceeds of
Certain Prepayments

Without regard to whether an Event of Default under
Article IV hereof has occurred and is continuing, the Debtor
agrees that it will pay over to Secured Party all moneys .
{"settlement moneys") paid to it pursuant to the Lease as
settlement for the losé, theft, destruction or damage beyond
economical repair of aﬁy Unit or Units leased thereunder.
The Secured Party shall ‘apply each payment of settlement
moneys on the next succeeding date on which interest is
payable to the prepayment of principal'of the Note. Such
prepzvment of principal shall be applied in inverse order of
principal installments coming due on the Note. From and
after the date hereof the Debtor shall promptly transmit to
the Secured Party any notice or information it receives
concerning loss, theft, destruction or damage beyond economical
repair to Units covered by the Lease requiring settlement
vayment under the Lease. With respect to all Units for which
the Secured Party has received settlement moneys paid to the
Debtor as required by the Lease, the Secured Party shall
execute and deliver to the Debtor, if reqguested, at Debtor's
expense, a release of the lien of this Security Agreement

with respect to such Unit or Units.
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ARTICLE FOUR

Events of Default; Remedies

SECTION 4.01. Events of Default. The happening

of any of the following events (hereinafter called Events of
Default) shall constitute a default hereunder:

(a) default shall be made in the payment of prin-
cipal of, or interest'on, the Note when and as the same
shall become due and payable, whether at the stated date
for the payment thereof, by.acceleration or by notice
of prepayment or otherwise;

(b) any representation or warranty made herein or
in any certificate delivered in connection herewith
shall prove to be false or misleading in any material
respect;

(c) default shall be made in the due observance
or performance of any covenant or agreement to be
observed or performed by the Debtor pursuant to the
terms hereof; |

(d) final judgment for the payment of money.in
excess of an aggregate of $25,000 shall be rendered
against the Debtor and the same shall remain undis-
charged for a period of 30 consecutive days during
which execution shall not be effectively stayed;

(e) the Debtor shall (i) apply for or consent to
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the appointment of a receiver, trustee or liquidator of
any of his property, (ii) admit in writing his inability
to pay his debts as they mature, (iii) make a general
assignment for the benefit of creditors, (iv) be
adjudicated a bankrupt or insolvent or (v) file a
voluntary petition in bankruptcy, or a petition or an
answer seeking an arrangement with creditors or to take
advantage of any bankruptcy, reorganization, insolvency,
readjustment of debt, dissolution or liquidation law or
statute, or an answer admitting the material allegations
of a petition filed against it in any proceeding under
any such law or if action shall be taken by the Debtor
for the purpose of effecting any of the foregoing; or
(f) an order, judgment or decree shall be entered,
without the application, approval or consent of the
Debtor by any court of competent juriédiction, appointing
a receiver, trustee or liquidator of the Debtor and
such order, judgment or decree shall continue unstayed
and in effect for any period of 30 days;
then, in any such case, the Secured Party may, by notice in
writing delivered to the Debtor, declare the unpaid principal
of the Note to be due and payable, and thereupon the same,
together with accrued interest thereon, shall become and be

immediately due and payable.



14

SECTION 4.02. Remedies. 1In case of the happening
of any Event of Default, the Secured Party may, subject to
the Lessee's rights of possession, uée and enjoyment set out
in the Lease and the Agent's right to compensation set out
in the Management Agreement, by its agents enter upon the
premises of the Lessee (or other party having acquired the
possession or use of the Units) where any of the Units may be
and take possession of all or any part of the Units and
withdraw the same from said premises, retaining all payments
which up to that time may have been made on account of rental
for the Units and otherwise, and shall be entitled to collect,
receive and retain all unpaid per diem, incentive per diem,
mileage or other charges of any kind earned by the Units, and
may lease or otherwise contract for use of any of the Units;
or the Secured Party may, with or without retaking possession,
sell any of the Units, free from any and all claims of the
Debtor at law or in equity, in one lot and as an entirety or
in separate lots, at public or private sale for cash or upon
credit in the discretion of the Secured Party, and may
proceed otherwise to enforce its rights, all subject to any
mandatory requirements of law applicable thereto. Upon any
such sale, the Secured Party may itself bid for the property
offered for sale or any part thereof. Any such sale may be

held or conducted at such place and at such time as the
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Secured Party may specify, or as may be required by law, and
without gathering at the place of sale the Units to be sold,
and in general in such manner as the.Secured Party may
determine.

In case of the happening of an Event of Default,
the Secured Party also may, subject to the Lessee's rights of
possession, use and enjoyment set out in the Lease and the
Agent's right to compensation set out in the Management
Agreement, proceed to exercise in respect of the Lease and
the property covered thereby and the duties, obligations and
liabilities of the Lesséelthereunder all rights, privileges
and remedies in said Lease or by applicable law permitted or
provided to be exercised by the Debtor, including but not
limited to the right to receive and collect all rent and
other moneys due or to become due thereunder and may exercise
all such rights and rémedies either in the name of the
Secured Party or in the name of the Debtor for the use and
benefit of the Secured Party. The Secured Party may sell
the rentals reserved under the Lease, and all right, title
and interest of the Secured Party with respect thereto, at
public auction to the highest bidder and either for cash or
on credit, the Secured Party to give the Debtor prior written
notice of the time and place of holding any such sale, and

provided always that the Secured Party shall also comply with
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any applicable mandatory legal requirements in connection
with such sale.

No such taking of possession, withdrawal, lease or
sale of the Collateral or any part thereof by the Secured
Party shall be a bar to the recovery by the Secured Party
from the Debtor of any of the Obligations then or thereafter
due and payable, and the Debtor shall be and remain liable
for the same until such sums have been realized as, with the
proceéds of the lease or sale of the Collateral, shall be
sufficient for the discharge and payment in full of all the
Obligations. =

Any sale or sales pursuant to the provisions
hereof, whether under the power of sale granted hereby or
pursuant to any legal proceedings, shall operate to divest
the Debtor of all right, title, interest, claim and demand
whatsoever, either at law or in equity, of, in and to the
Collateral so sold, and shall be free and clear of any and
all rights of redemption by, through or under the Debtor, the
Debtor hereby covenanting and agreeing that it will not at
any time insist upon or plead, or take the benefit or advan-
tage of or from, any law now or hereafter in force providing
for a valuation or appraisement of the Collateral prior to
any sale or sales thereof or providing for any right to

redeem the Collateral or any part thereof. The receipt by



the Secured Party, or by any person authorized under any
judicial proceeding to make any such sale, shall be a suffi-
cient discharge to any purchaser of the Collateral, or of any
part thereof, sold as aforesaid; and no such purchaser shall
be bound to see to the application of such purchase money, or
be bound to inguire as to the authorization, necessity or
propriety of any such sale. 1In the event at any such sale
the holder or holders éf the Note 1is or are the successful
purchaser or purchasers,'such holder or holders of said Note
shall be entitled, for the purpose of making settlement or
payment, to use and apply said Note by crediting thereon the
amount apportionable and applicable thereto out of the net
pr~cceds of such sale.

SECTION 4.03. Application of Proceeds. If the

Secured Party shall exefcise any of the powers conferred upon
it by Sections 4.01 and 4.02 hereof, all payments made by the
Debtor to the Secured Party, and the proceeds of any judgment
collected from the Debtor by the Secured Party, and the
proceeds of every sale or lease by the Secured Party of all
or any of the Collateral, together with any other sums which
may then be held by the Secured Party under any of the
provisions hereof, shall be applied by the Secured Party to
the payment in the following order of priority, (a) of all

proper charges, expenses or advances made or incurred by the
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Secured Party in accordance with the provisions of this
Agreement and (b) of the interest then due, and of the
principal of the Note, whether or not the Note shall have
matured by its terms, all such payments to be in full if
such proceeds shall be sufficient, and if not sufficient,
then pro rata without preference between principal and
interest. In the event that, after applying all such sums
of money realized by the Secured Party as aforesaid, there
shall remain any amount due to the Secured Party under the
provisions hereof, the Debtor agrees to pay the amount of
such deficit to the Secured Party. 1In the event that, after
applying all such sums of money realized by the Secured Party
as aforesaid, there shall remain a surplus in the possession
of the Secured Party, such surplus shall be paid to the

Debtor.

SECTION 4.04. Obligations Not Affected by Remedies.

No retaking of possession of the Units by the Secured Party,
or any withdrawal, lease or sale thereof, nor any action or
failure or omission to act against the Debtor or in respect
of the Collateral or any part thereof on the part of the
Secured Party, nor any delay or indulgence granted to the
Debtor by the Secured Party, shall affect the obligations of
the Debtor hereunder or under the Note.

SECTION 4.05. Remedies Cumulative; Subject

to Mandatory Requirements of Law. The remedies in this
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Agreement provided in favor of the Secured Party shall not
be deemed exclusive, but shall be cumulative, and shall be
in addition to all other remedies in its favor existing at
law or in equity; and such remedies so provided in this
Agreement shall be subject in all respects to any mandatory
reqguirements of law at the time applicable thereto, to the

extent such requirements may not be waived on the part of

the Debtor.

ARTICLE FIVE

Events of Termination

In the event that any Unit sﬁall cease to be

subject to the Lease from any cause whatsoever (other than as
provided in Article III hereof) for a period greater than 30
consecutive days (hereinafter called an Event of Termination),
the Debtor shall, within 30 days after receipt of notice of
such Event of Termination, deposit with the Secured Party an
amount equal to the Termination Value (as hereinafter defined)
of such Unit. The Termination Value of a Unit shall mean the
amount which bears the same ratio to the original purchase
price of such Unit (including the portion of such purchase
price paid with proceeds of the Loan) as the principal amount
of the Note which is outstanding on the date such deposit is

made (without giving effect to any prepayment then or thereto-
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fore made) bears to the original principal amount of the
Note. Any amounts so received by the Secured Party shall be
applied as required as in the case of a prepayment under

Article III hereof.

ARTICLE SIX

Application of Rentals and
Certain Other Amounts

SECTION 6.01. Application of Rentals. The

amounts from time to time received by the Secured Party
which constitute payment of rentals under the Lease shall
be applied in the following order of priority, (a) to the
payment of the installments of principal of and interest on
the Note which have matured on or prior to the date such
rentals are received by the Secured Party and (b) the
balance, if any, of such rentals shall be paid to or upon
the order of the Debtor not later than the first business
day following the receipt thereof.

SECTION 6.02. Insurance Proceeds. Any amounts

received by the Secured Party from time to time which con-
stitute proceeds of casualty insurance maintained in respect
of the Units shall be held by the Secured Party as part of
the Collateral and shall be applied by the Secured Party from
time to time to any one or more of the following purposes:

(a) so long as no Event of Default has occurred
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and is continuing, the proceeds of such insurance
shall, if the Unit is to be repaired, be released to
the Agent in reimbursement for expenditures made for
such repair, upon receipt by the Secured Party of a
certificate of an authorized officer of the Agent to
the effect that any damage to such Unit in respect of
which such proceeds were paid has been fully repaired;
and

(b) if the insurance proceeds shall not have been
released pursuant to the preceding subsection (a)
within 180 days from the receipt thereof by the Secured
Party, such insurance proceeds shall be applied by the
Secured Party (i) first, to prepay the Note and (ii)
second, the balance, if any, shall be released to or
upon the order of the Debtor on the date of such

prepayment of the Note.

ARTICLE SEVEN

Miscellaneous

SECTION 7.01. Power of Attorney. The Debtor

hereby constitutes and appoints the Secured Party the
attorney-in—-fact of the Debtor with full power of substi-
tution for the purposes of carrying out the provisions of

this Agreement and in its name, place and stead to ask,

A, + -
</ e U
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demand, collect, receive, sue for and give acquittance for
any and all rents, income and other sums which are assigned
hereunder with full power to settle, adjust or compromise
any claim thereunder as fully as the Debtor could itself do,
and in the discretion of the Secured Party to file any claim
or take any other action, either in its own name or in the
name of the Debtor or otherwise, which the Secured Party may
deem necessary or appropriate to protect and preserve the
right; title and interest of the Secured Party in and to
such rents and other sums and the security intended to be
afforded hereby.

SECTION 7.02. Successors and Assigns. Whenever

in this Agreement any of the parties hereto is referred to,
such reference shall be deemed to include the successors and
assigns of such party. All warranties, covenants and
agreements by or on behalf of the Debtor which are contained
in this Agreement and the Note shall bind and inure to the
benefit of the respective successors and assigns of the
Secured Party.

SECTION 7.03. Modification, Amendment or Waiver.

No modification, amendment or waiver of any provision of
this Agreement, or consent to any departure by the Debtor
therefrom, shall in any event be effective unless the same

shall be in writing and signed by the Secured Party. No
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notice to or demand on the Debtor in any case shall entitle
it to any other or further notice or demand in the same,
similar or other circumstances. Neifher any failure nor

any delay on the part of the Secured Party in exercising any
right, power or privilege hereunder shall operate as a
waiver thereof, nor shall a single or partial exercise
thereof preclude any other or further exercise or the
exercise of any other right, power or privilege.

SECTION 7.04. Severability. In the event any

one or more of the provisions contained in this Agreement
should be invalid, illegal or unenforceable in any respect,
the validity, legality and enforceability of the remaining
rruiisions contained herein shall not in any way be affected
or impaired thereby.

SECTION 7.05. Notices. All demands, notices
and communications hereunder shall be in writing and shall
conclusively be deemed to have been received by a party
hereto and to be effective on the day on which delivered
to such party at its address set forth below (or at such
other address as such party shall specify to the other party
by a notice in accordance with the terms hereof), or, if
sent by registered mail, on the third business day after the

date on which mailed, addressed to such party at such
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address:

(a) if to the Debtor, at its &address at

645 Fifth Avenue
New York, NY 10022

-

(b) if to the Secured Party, at its address
at 55 Water Street, New York, N.Y. 10041, Bttention
of Bernard J. O'Neill, Vice President.

SECTION 7.06. Effect of Hecadings. The Article

znd Section headings herein are for convenience only and

chall not affect the construction hercof.

SECTION 7.07. RAppliceble Law. The provisions
of this Agrecment, and all the righits and obligations of the
carties hereunder, shall be governed by the laws of the

State of New York..

IN WITNESS WBHBEREOF, the Debtor and the Secured

Party have duly executed this Security Agreement, on the

Q
1]
kg

and year first above written.

DEBT

Ll
@]
X

“7

by: Dale L. Thornborough
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Sepiorvice President

=,

/ésistant Secretary



STATE OFl,bwL]o.q.k‘ '
COUNTY OF )‘-2«.»'70&2 '

On this /ég day of % 1979, before me
personally appeared BALE 4. THoNMSoArEH to me per-

r

sonally known to be-the person described in and who executed

the foregoing instrument and he acknowledged that he executed
the same as his own free act and deed.

@/ O oot

Notary Public

o iy NP .
K ?\‘&',‘. Lol

. . N
My Commission expires: 3 30 -3/ No, 24401

[Notarial Seal]



STATE OF NEW YORK )

) ss.:
COUNTY OF NEW YORK )
On this22nd day of October , 19 79 before me
personally appeared John L. Lewis , to me personally

known, who, being by me duly sworn, says that he is a Senior
Vice President of CHEMICAL BUSINESS CREDIT CORP., that the
seal affixed to the foregoing instrumenht is the corporate
seal of said corporation, that said instrument was signed

and sealed on behalf of said corporation by authority of

its Board of Directors and he acknowledged that the execution
of the foregoing instrument was the free act and deed of

said corporation.

Not

My Commission expires:
DOROTHY A. CIOFFI
Notary Public, State of New York
. No. 43-4653996
[Notarial Seal] memﬁnmmmdeMMy

i i i k Count
ertificate Filed in New Yor ]
cC!.)mmission Expires March 40, 19 /



SCHEDULE A

Numbevr of Units Road Numbers Trust Equipment Description
Eight (8) LVRC 5372 © 70-ton 50'6" Boxcars with
5373 10' sliding doors and 10"
2374 . end-of-car cushioning, AAR
5375 Mechanical Designation XM.
5376
5377
5378

5379



Lessee

Lamoille Valley
Railroad Company

SCHEDULE B

Date of Lease Agreement
with Rex Railways, Inc.,
as Agent for Lessors

July 24, 1979



