SPENGLER CARLSON GUBAR CHURCHILL 8& BRODSKY
) ATTORNEYS AT LAW

280 PARK AVENUE, NEW YORK, N.Y. |OOI7

e S o : N  neanon 16,5 L8 g gm0
o eromer O WL ©. S . 2 ) az-aaee
;.Riiv;;\:nnrzivren.m JT 1 '% 1%78 -I? 2@ § «

LEONARD SCHNEIDMAN @CT i ? 1%78 Au 526 AM | ‘ AMLE :"—OE:SCOURT"
oo JUT 1B 19 INTERGRATE GMMEADE BOMMIZBIEN

ALAN D. AXELROD d ) S04 i,',.' @@M&%@g!@&% e
GREGORY KATZ

ROBERT D. MARAFIOTI 0 ’ ‘ TELECORIER

CHARLES E. MATTHEWS, JR.
WILLIAM J. MCSHERRY, JR.
JOHN J. NOVAK, JR.
ALISON RIVARD

Z/DKCIV‘D::.ROCK ' ‘ October 13, 1978
o , B

(212) es2-4a583

CHERYL L. SCOTT
TERRY E. THOMSON

RECORDATION N@?SSZEN@Q i6e3

Secretary _
Interstate Commerce Commission 06T 161978 1 20 AN
Washington, D.C. 20433 ﬁwﬁﬁ@i‘ii& @gﬁéﬁ@g g@mmm

Dear Sir:

Enclosed for recordation pursuant to the

provisions of Section 20c of the Interstate Commerce

Act and the rules and regulations thereunder, as amended,
are the original and two counterparts each of (a) a
$1,815,000 Limited Recourse Note-Security Agreement
dated October 14, 1978, (b) a $1,805,000 Limited Re-
course Note-Security Agreement dated October 14, 1978
and (c) a Management Agreement dated October 14, 1978.

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

One hundred (100) 50'6" 70-ton, single sheaved
poxcars without side posts, with 10' sliding
doors and rigid underframe, AAR Mechanical
Designation XM, twenty-five of which will bear
reporting marks and numbers PT 201072 through
PT 201090, inclusive, and NSL 156022 through
NSL 156027, inclusive. The reporting marks
and numbers for the remaining seventy-five
will be supplied by amendment.

The names and addresses of the parties to the
enclosed documents are:
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A. §$1,815,000 Limited Recourse Note-Security
Agreement and $1,805,000 Limited Recourse
Note-Security Agreement:

DEBTOR: Harold Foreman
899 Skokie Boulevard
Northbrook, Illinois 60062

SECURED PARTY: Funding Systems Railcars, Inc.
1000 RIDC Plaza '
Pittsburgh, Pennsylvania 15238

B. Management Agreement:

OWNER: Harold Foreman
899 Skokie Boulevard
Northbrook, Illinois 60062

MANAGER: Funding Systems Railcars, Inc.
1000 RIDC Plaza ;
Pittsburgh, Pennsylvania 15238

The undersigned is agent of the Secured Party and
Manager mentioned in the enclosed documents for the purpose
of submitting the enclosed documents for recordation and
has knowledge of the matters set forth therein.

Please return the original and counterpart of
the enclosed $1,815,000 and $1,805,000 Limited Recourse
Notes-Security Agreements and Management Agreement to
the undersigned or to the bearer hereof.

Also enclosed is an appropriate remittance in
payment of recordation fees.

Very truly yours,
SPENGLER CARLSON GUBAR

CHURCHILL & BRODSKY,
As Agent for FUNDING SYSTEMS

=

Charles E. Matthews, Jr.--
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LIMITED RECOURSE PROMISSORY NOTE - SECURITY AGREEMENT
$1.805,000 Date: October Bz, 1978

FOR VALUE RECEIVED, the undersigned, HAROLD FOREMAN,
having an office at 899 Skokie Boulevard, Northbrook, Illinois
60062 ("Payor" or "Debtor"), promises to pay to FUNDING SYSTEMS
RAILCARS, INC., a Delaware corporation having its principal
office and place of business at 1000 RIDC Plaza, Pittsburgh,
Pennsylvania 15238 ("Payee" or "Secured Party"), the principal
sum of $1,805,000, together with interest thereon at the rate
of 11% per annum commencing November 6. 1978. Subject to the
provisions with respect to acceleration contained in Section
6 below and the provisions with respect to prepayment and
deferral set forth in Section 5 below, principal and interest
under this Note shall be payable in 148 consecutive combined
monthly payments of principal and interest in the amount of
$22,332.50 each, commencing on January 31, 1982 and ending on
April 30, 1994; provided, however, that Payor, at his option,
may pay (without additional interest or penalty) such com-
bined monthly installments on a quarterly basis (by quarterly
installments of $66,997.50) on the last day of January, April,
July and October of each year commencing on January 31, 1982
with the last such quarterly payment in the amount of
$22,332.50 being due and payable on April 30, 1994:. The
quarterly installments paid in each calendar year shall be
credited in payment of the monthly installments due during
such calendar year. Interest on the principal of this Note
for the period from November 6, 1978 through December 31, 1978
in the amount of $30.350 has been paid simultaneously herewith
by cashier's or certified check or by wire transfer and
interest from January 1, 1979 through December 31, 1981 shall
be payable in quarterly installments of $49,637.50 each
payable on the last day of January. April, July and October of
each year commencing January 31, 1979; provided, however, that
the $49,637.50 interest payment due on January 31, 1979 and
$36,787.50 of each $49,637.50 interest payment to be made
hereunder on April 30, July 31 and October 31, 1979 shall be
paid to Payee, simultaneously with the execution and delivery
of this Note, by the delivery to Payee on the date hereof of a
promissory note of even date of Payor to the order of Payee
in the principal amount of $160,000 due on January 31, 1979
(the "First Recourse Note") (it being understood and agreed




that, as a result of this proviso, and in addition to the
payments to be made bv Payor to Pavee pursuant to the First
Recourse Note, on April 30, July 31 and October 31, 1979),
Payor shall only be obligated tn pay to Payee $12,850); and
provided further, that $40,000 of each $49,637.50 interest
payment to be made hereunder on January 31, 1980 and on the
last day of each of the three quarterly periods thereafter
shall be paid to Payee, simultaneously with the execution

and delivery of this Note, by the delivery to Payee on the
date hereof of a promissory note of even date of Payor to the
order of Payee in the principal amount of $160,000 due on
January 31, 1980 (the "Second Recourse WNote") (it being un-
derstood and agreed that, as a result of this proviso, and

in addition to the payments to be made by Payor to Pavee pur-
suant to the Second Recourse Note, on Januarv 31, 1980 and

on the last day of each of the three quarterly periods there-
after, Payor shall only be obligated to pay to Payee
$9,637.50); and provided further, that $31,604 of each
$49,637.50 interest payment to be made hereunder on January
31, 1981 and on the last day of each of the three quarterly
periods thereafter shall be paid to Payee, simultaneously
with the execution and delivery of this Note, by the delivery
to Payee on the date hereof of a promissory note of even Adate
of Payor to the order of Payee in the principal amount of
$126,416 due on January 31, 1981 (the "Third Recourse Note")
(it being understood and agreed that, as a result of this
proviso, and in addition to the payments to be made by Payor
to Payee pursuant to the Third Recourse Note, on Januarv 31,
1981 and on the last day of each of the three quarterly
periods thereafter, Payor shall only be obligated to pay to
Payee $18,033.50) (the First Recourse Note, the Second Re-
course Note and the Third Recourse Note are hereinafter col-
lectively referred to as the "November Recourse Notes".) The
payment to be made under each of the November Recourse Notes
shall be deemed to have been made, in the proportionate
amounts specified above, on the last day of each of the
quarters in respect of which such payment is to be made and
shall be applied to interest accruing during the calendar
year in which such November Recourse Note is paid.

1. Background.

Payor and Payee are parties to an agreement of even
date (the "Purchase Agreement"), pursuant to which Payee has



sold and assigned to Payor the eguipment (the "Equipment")
listed and described in the Purchase Agreement and the Equip-
ment is being managed by Payee pursuant to the Management
Agreement of even date (the "Management Agreement"). This
Note is referred to in the Purchase Agreement as the November
Limited Recourse Note or, together with the October Limited
Recourse Note and the October and November Recourse Notes,

as one of the Notes. In order to induce Pavyee to accept

this Note, Payor is granting to Payee hereunder a lien with
respect to the Equipment, pursuant to which payment of this
Note is secured on the terms and conditions hereinafter
provided.

2. Definitions.

Unless the context of this Note indicates other-
wise, all terms defined in the Purchase Agreement or the
Management Agreement shall have the same meanings as are
ascribed to such terms therein.

3. Security Interest.

To secure the payment when due of principal and
interest under this Note and the October Limited Recourse
Note and the payment and performance by Payor, when due,
of all obligations and liabilities of Payor to Payee under
this Note and the October Limited Recourse Note, the Pur-
chase Agreement, the Management Agreement, the Remarketing
Agreement, this Agreement and any other Document (other
than the Recourse Notes) (such payment under this Note and
the October Limited Recourse Note, and such payment and
performance of such obligations and liabilities are here-
inafter referred to collectively as the "Obligations"),
Payor shall and hereby does grant, convey, assign and trans-
fer to Payee, subject and subordinate, however, to (i) the
rights of the holder of the Lien (the "Senior Lienholder"),
(ii) the rights of NRUC under the NRUC Agreement and Under-
lying Users under Underlying Agreements, and (iii) the rights
of Payee under the Management Agreement, a purchase money
security interest in and to the Equipment, and all addi-
tions, replacements and attachments thereto, all other con-
tracts calling for the disposition of the Equipment or its
use, and all proceeds (collectively, the "Collateral"), pro-
vided, however, that any Net Revenues (as defined in the
Management Agreement) theretofore received by Payor as Owner
under the Management Agreement shall not be deemed part of
Collateral. The foregoing security interest is hereby made



subject to the consent and approval of the Senior Lienholder
to the extent required under the Lien and the Payor hereby
agrees to take such steps and execute such documents as may
be necessary to obtain such consent and approval and, upon
the obtaining thereof, to take such steps and execute such
documents as may be necessary to perfect and continue the
perfection of such security interest.

Except in connection with a transfer under Section
9 hereof, Payor shall not cause or permit any claim, lien,
security interest or other encumbrance to be imposed upon
the Equipment except (i) the security interest created hereby
and (ii) any claim, lien, security interest or other encum-
brance arising from liabilities of or claims against Payee.

4. Prepayment.

Except as provided in Section 5 below, this Note
may not be prepaid in whole, or in part, at any time.

5. Deferral, etc.

5.1 Payment of Debts. In the event Debtor pays
the Lien or any other debt of Payee (which upon the occur-
rence and continuation of an Event of Default under the
Management Agreement and upon notice to Secured Party, Debtor
shall have the right, but not the obligation so to do) whether
pursuant to the terms of the Lien or otherwise, all amounts
so paid shall be deemed to be prepayments under this Note.

5.2 Deferral. In the event the Management Agree-
ment is terminated prior to the expiration of the term there-
of, on account of an Event of Default as defined thereunder,
then, notwithstanding anything herein to the contrary, the
entire unpaid principal amount of this Note, together with all
interest accruing hereunder shall be deferred and shall not
be due and payable until April 30, 1994, at which time all
such unpaid principal and accrued interest shall become due
and payable; provided, however, that Payor may offset from
the then outstanding balance of this Note all reasonable ex-
penses which it incurred by reason of an Event of Default by
Payee under the Management Agreement, including, without lim-
itation, its expenses in taking possession of the Equipment
and arranging for a new Manager thereof to the extent that



such amount has not by then been paid to Payor; and provided,
further, that notwithstanding such deferral to the extent
Payor shall receive any proceeds from the Equipment following
a termination of the Management Agreement as aforesaid, it
shall be obligated to pay such proceeds to the Senior Lien-
holder on account of the Lien (and such payment shall be
deemed to be prepayments under this Note).

6. Default.

6.1 Event of Default. The term "Event of De-
fault" as used herein (except where expressly referring to
an Event of Default as defined ir the Lease), shall mean
the occurrence and continuation of any one or more of the
following events:

(a) The failure of Debtor to promptly pay
when due any payment due and payable under any of the Notes
which failure continues for 10 days after notice, subject
however to the provisions of Section 5 hereof;

(b) The failure of Debtor to promptly and
faithfully pay, observe and perform when due any of the
Obligations other than those referred to in subsection
(a) above or the material breach by Debtor of any mate-
rial representations, warranties or covenants of Debtor
herein or in any of the other Documents, which failure
or material breach continues for 30 days after notice;

(c) If Debtor shall:

(i) admit in writing his inability
to pay debts generally as they become due:;

(ii) file a petition in bankruptcy
or a petition to take advantage of any
insolvency act;

(iii) make an assignment for the
benefit of its creditors:

(iv) consent to the appointment of
a receiver for the whole or substantially
all of his property;

(v) on a petition in bankruptcy
filed against him, be adjudicated a bankrupt:;
or



(vi) file a petition or answer
seeking any other aid or relief under any
bankruptcy or insolvency laws or any
other law for the relief of debtors;

(d) 1If a court of competent jurisdiction
shall enter an order, judgment or decree appointing, with-
out the consent of Debtor, a receiver for the whole or sub-
stantially all of his property, or approving a petition
filed against him seeking any other relief under any bank-
ruptcy or insolvency laws or any other law for the relief
of debtors, and such order, judgment or decree shall not be
vacated or set aside or stayed within sixty (60) days from
the date of entry thereof; or

(e) If, under the provisions of any law for
the relief of debtors, any court of competent jurisdiction
shall assume custody or control of Debtor or of the whole or
any substantial part of his property without the consent of
Debtor, and such custody or control shall not be terminated
or stayed within sixty (60) days from the date of assump-~
tion of such custody or control;

(f) If Debtor shall sell, transfer or other-
wise dispose of Collateral in violation of Section 9 below.

6.2 Acceleration. Upon the occurrence of an Event
of Default the entire unpaid principal balance and all ac-
crued but unpaid interest under each Note and all other
amounts payable to Secured Party pursuant to the Obligations
shall, at Payee's option, be accelerated and become and be
immediately due and payable and Secured Party shall have all
the rights and remedies with respect to the Collateral of a
secured party holding a purchase money security interest
under the Uniform Commercial Code; provided, however, that
such rights and remedies shall be subject and subordinate to
the security and other interests and the rights and remedies
of all Lien holders and further provided that Secured Party
shall not exercise any rights or options under this Section,
and an Event of Default shall not be deemed to exist, so long
as an Event of Default, as defined in the Management Agree-
ment, by Payee as Manager has occurred and is continuing and
for five (5) days after the curing thereof. The Secured Party
shall give Debtor reasonable notice of the time and place of
any public or private sale or other intended disposition of
all or any portion of the Collateral. Debtor agrees that the




requirements of reasonable notice shall be met if notice is
mailed to Debtor at his address first above written not less
than five (5) business days prior to the sale or other dis-
position. Expenses of retaking, holding, preparing for sale,
selling or the like, shall include, without limitation, Se-
cured Party's reasonable attorneys' fees and other legal ex-
penses. Subject to the provisions of Section 6.3 hereof,
Secured Party's rights and remedies, whether pursuant hereto
or pursuant to the Uniform Commercial Code or anyv other
statute or rule of law conferring rights similar to those
conferred by the Uniform Commercial Code, shall be cumulative
and not alternative.

6.3 Limited-Recourse. (a) Subject to the provi-
sions of subsection (b) hereof and anything in the Purchase
Agreement, the Management Agreement or any other Document to
the contrary notwithstanding, Payee agrees to look solely and
only to the Collateral for the payment, performance and ob-
servance of all of the Obligations, except for the Obliga-
tions under the Recourse Notes or under the Remarketing Agree-
ment, and Payee, for itself and its successors and assigns,
hereby expressly waives any rights to enforce payment or per-
formance by Payor, his successors and assigns, or to recover
damages for any breach of warranty, covenant or agreement of
Payor hereunder or, except for the Recourse Notes or under
the Remarketing Agreement, thereunder, other than to proceed
against the Collateral in the event of any such Event of
Default hereunder.

(b) Notwithstanding anything to the contrary
contained in this Note, the Debtor may, at his option, elect
to become personally obligated, on a full recourse basis,
with regard to principal and interest due and payable under
this Note in any particular calendar year or years. Any such
election shall be made by written notice to the Secured Party
not later than January 15th of the year as to which such
election is made and shall apply to all principal and inter-
est due and payable hereunder during such year. 1In the event
any such election is made for any year, the Debtor shall be
entitled to a one-eighth percent (1/8%) reduction in the in-
terest rate hereunder with regard to interest payable hereunder
during such year.

7. Replacement.

Effective upon any replacement under Section 19
of the Management Agreement (i) all incidents of Secured



Party's security interest in the Replaced Equipment (as de-
fined in the Management Agreement), ipso facto, shall cease
and terminate automatically; and (ii) the schedule attached
to the Purchase Agreement (the "Schedule") shall be amended,
ipso facto, to delete therefrom the Replaced Equipment, as
defined in the Management Agreement (and all other informa-
tion contained therein relating to the Replaced Equipment)
and to add thereto the Replacement Equipment, as defined in
the Management Agreement (and other information relating to
the Replacement Equipment called for by the Schedule), so
that the Collateral shall include the Replacement Equipment
and not the Replaced Equipment.

8. Notices.

Any notice, request or other communication re-
quired or permitted to be given under any of the provisions
of this Agreement, shall be in writing and shall be deemed
given on the date the same is sent by certified or regis-
tered mail, return receipt requested, postage prepaid and
addressed to the party for which intended at its or his ad-
dress set forth at the head of this Agreement together with a
copy to one additional addressee as may be requested by no-
tice hereunder or at such other address as such party may
hereafter designate to the other in a like notice.

9. Restrictions on Transfer.

Debtor shall not sell, transfer or otherwise con-
vey all or any portion of the Collateral unless he (i) first
delivers to Secured Party an acknowledgement executed by
the transferee to the effect that the transferee's interest
in the Collateral transferred is subject and subordinate
to the rights and interests of Secured Party and the Senior
Lienholder, (ii) delivers to Secured Party an acknowledg-
ment executed by the transferee to the effect that the
transferee assumes the Obligations (to the extent that they
are recourse Obligations), (iii) delivers to Secured Party
such documents and instruments of the transferee as Secured
Party may reasonably reguest to effectuate provisions (i)
and (ii) above, and (iv) delivers such additional documents
and acknowledgments as the Senior Lienholder shall reason-
ably require. In addition, Secured Party must be reason-
ably satisfied that no lien by or against such transferee



will attach to the Equipment which is superior to those

of the Senior Lienholder and Secured Party. Further, Debtor
shall not sell, transfer or otherwise convey any portion

of the Collateral if the documents creating the Lien pro-
hibit such transfer, unless it first obtains the written
consent of the Senior Lienholder, as provided for in such
documents.

10. Miscellaneous.

10.1 Financing Statements. Debtor hereby agrees
from time to time to execute any financing or other state-
ments in such form as may be necessary to evidence, perfect,
and continue the perfection of, a security interest in the
Collateral in favor of Secured Party in any and all juris-
dictions.

10.2 Course of Dealing. No course of dealing
between Payor and Payee, or any delay in exercising any
rights or remedies hereunder or under any communication,
report, notice or other document or instrument referred to
herein, shall operate as a waiver of any of the rights and
remedies of Payor or Payee.

10.3 Amendments. This Agreement may be amended
or varied only by a document, in writing, of even or subse-
guent date hereto executed by Payor and Payee.

10.4 Governing Law. This Note shall be governed
by and interpreted under the laws of the Commonwealth of
Pennsylvania applicable to contracts made and to be performed
therein without giving effect to the principles of conflict
of laws thereof; provided, however, that the parties shall
be entitled to all rights conferred by Section 20c of the
Interstate Commerce Act and such additional rights arising
out of the filing, recording or deposit hereof or of any
financing statement or other document relating hereto, if
any, as shall be conferred by the laws of the jurisdictions
in which this Agreement or such financing statement or other
document shall be filed, recorded or deposited.

10.5 Successors and Assigns. This Note shall be
binding upon and inure to the benefit of the parties hereto
and their respective successors, assigns and transferees.




10.6 Severability. The invalidity or unenforce-
ability of any provision of this Note shall not affect the
validity or enforceability of any other provision.

10.7 Headings. The descriptive headings in this
Note are for convenience of reference only, and shall not
be deemed to affect the meaning or construction of any of
the provisions hereof. :

10.8 Counterparts. This Note shall be executed
in three counterparts to be labeled Copy 1, 2 and 3, respec-
tively. Copy 1 shall be deemed an original for all purposes
and shall be Payee's copy. Copy 2 shall be deemed an origi-
nal only for recording purposes under Section 20c of the In-
terstate Commerce Act. Copy 3 shall be deemed an original
for the purpose of indicating Payee's acceptance of the terms
of this Note and shall be Payor's copy.

IN WITNESS WHEREOF, the Payor has executed this
instrument as of the date and year first above written.

PAYOR: HAROLD FOREMAN
WITNESS:

' ' 7AW
AV

AGREED TO

WITNESS:
FUNDING SYSTEMS RAILCARS,
INC.

227, AT
////’ ///i22%2Z¢//[SEAL] Vo7 €é7f
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STATE OF dllenecd

: SS.:
coonty or s

On this A’ctday of October, 1978, before me per-
sonally appeared HAROLD FOREMAN to me personally known, who
being by me duly sworn, did depose and say that he is the
individual described in and who executed the foregoing Agree-
ment and he acknowledged that he executed the foregoing Agree-

.-ment as his free act and deed.

o~ . -~
AN “s

L S Notary;Public
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STATE OF AJev %—vl»
COUNTY OF )7, 4.

SS.:
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On this/:3¢ day of October, 1978, before me per-
sonally appeared STANLEY B. SCHEINMAN to me personally known,.
who being by me duly sworn, did depose and say that he is

the President of FUNDING SYSTEMS RAILCARS, INC., that one

of the seals affixed to the foregoing instrument is the cor-
porate 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 exe-
cution of the foregoing instrument was the free act and deed

of said corporation.

Notary PubYic

, | ROSERT
(SEAL) m’:&r&ﬁarﬁg




