ok e

-

CHICAGO AND M‘;, TRANSPORTATION COMPANY

0~3654020;

Ko, J. S. EDWARDS
| 0 1960 JOAN A, SCHRAMM,
Date .. DEQ; o ASSISTANT SECRETARIES
Fos £ fd o
December 29, 1980
File No.:A-11448 . 06 Weshingon, D. G- =
. =
Ms. Agatha L. Mergenovich . 3 e
Secretary ' 12639 @ =
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Dear Ms. Mergenovich: INTERSTATE COMMERCE COMMISSION =~ <=5
. - [X o )

Pursuant to Section 11303 (formerly Section 20c) of the Interstate

- Commerce Act, enclosed for recordation are counterparts of Security

Agreement dated December 15, 1980 covering 14 EMD type GP-40 loco-
motive units 3,000 HP, CNW Nos. 5524 through 5537, inclusive.

The names and addresses of the parties to the transaction are as

| follows:

North Western Leasing Company, 400 West Madison
Street, Chicago, Illinois 60606, Company, and
Continental Illinois National Bank and Trust
Company of Chicago, 231 South LaSalle Street,
Chicago, Illinois 606;3 Bank.

Enclosed is our check. for $50,00 to cover your recording fee.
Keep one counterpart for your files and return the other counter-
parts showing your recordation data. ‘

Very truly yours,

J. S. Edwards
Assilstant Secretary

Enclosures
cc: J. A. Barnes , D. E. Stockham, Attn: P. J. Brod
G. R. Charles - C-321 Arthur Anderson & Co.
R. D. Smith Attn: G. Holdren
F. E. Cunningham, Attn: Peter D. Horne, Vice President
R. D.Witt Continental Illinois National
M. H. Shumate Bank & Trust Company
R. F. Guenther, Attn: : Cary J. Malkin
J. James Mayer, Brown & Platt

400 WEST MADISON STREET » CHICAGO, ILLINOIS 60606 » 312/454-6534
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SECURITY AGREEMENT 198N Y 10 nyf

i
NTERSTATE COMMERCE Commission

_ THIS SECURITY AGREEMENT (herein sometimes called "this
Agreement"), dated as of December 15, 1980, is between NORTH
WESTERN LEASING COMPANY, a Delaware corporation (herein called
the "Company"), having its office at 400 West Madison Street,
Chicago, Illinocis 60606 and CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO, a national banking association
(herein called "Bank"), having its office at 231 South LaSalle
Street, Chicago, Illinois 60693.

WITNESG SETH:

WHEREAS, the letter agreement, dated as of the date
hereof (which agreement, together with any amendments which
may be thereafter made thereto, is herein called the "Financing
Agreement"), between the Company and the Bank provides, among

other things, for a loan thereunder by the Bank to Company;
and

v WHEREAS, under the terms of. the Financing Agreement,

the Company has agreed to execute, deliver and perform this
greement- and

- WHEREAS, Company‘haS'duly authorized the execution,
delivery and performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration,
the receipt of which is hereby acknowledged, the Company agrees
with the Bank as follows:

l. DEFINITIONS. .When used herein the following terms
shall have the following meanings:

The term "Collateral" shall mean all property and rights
in which a security interest is granted hereunder.

' The term "CNW" shall mean Chiqago and North Western
Transportation Company, a Delaware corporatlon.

The term "Consent" shall mean that certain Consent and
Agreement of CNW, dated as of the date hereof, as from time
to time amended, covering the Equipment. ‘

The term "Default Event" shall mean the occurrence of
any of the following events: (a) default by Company in the
due performance or observance of any agreement on its part
hereunder and continuance of such default for a period of five




days; or (b) default, and continuance thereof for five days,
in the payment when due of any principal of or interest on the
Note; or (c) default in the payment when due (subject to any
applicable grace period), whether by acceleration or otherwise,
of any other indebtedness for borrowed money of, or guaranteed
by, the Company or CNW or default in the performance or
observance of any obligation or condition with respect to any
such other indebtedness if the effect of such default is to
accelerate the maturity of any such indebtedness or to permit
the holder or holders thereof, or any trustee or agent for such
holders, to cause such indebtedness to become due and payable
prior to its expressed maturity; or (d) default in the payment
when due, or in the performance or observance of, any material
obligation of, or condition agreed to by, the Company or CNW
with respect to any material purchase or lease of goods or
services  (except only to the extent that the existence of any
such default is being contested in good faith by appropriate
proceedings and for which an adequate reserve has been
established and is being maintained in accordance with generally
accepted accounting principles); or (e) the commencement of

a case under Subchapter IV of Chapter 11 of the Bankruptcy Code
(as such Subchapter IV is now in effect or hereafter may be
amended or replaced) by or against the Company or CNW, and,
unless such case shall have been dismissed, nullified or
'otherwise rendered ineffective (but then only so long as such
ineffectiveness shall continue), (i) within 60 days after such
case shall have been commenced, (A) all the obligations of the
Company under this Agreement, the Financing Agreement and the
Note shall not have been duly assumed for the then unexpired
term thereof and hereunder in writing, pursuant to a court order
or decree, by a trustee or trustees appointed in such case in
such manner that such obligations shall have, to the fullest
extent permitted by law, the same status and priority as to
payment as obligations incurred by such trustee or trustees
which are entitled to payment as a first priority for cost and
expenses of administration and (B) all Default Events under
subparagraphs (a) or (b) hereof shall not have been cured, and
- (ii) thereafter during the pendency of the case, the trustee
or trustees appointed in such proceedings or case shall not
cure in a timely fashion all other Default Events under
subparagraphs (a) or (b) hereof which from time to time occur
under the Financing Agreement, the Note and hereunder; or (f)
the commencement of any other case or proceeding by or against
the Company or CNW for any relief under any bankruptcy or
insolvency law, or any law relating to the relief of debtors,
readjustments of indebtedness, reorganization, arrangement,
composition or extension, or the Board of Directors of the
Company or CNW shall authorize the commencement of any case .
or proceeding for such relief or shall take any other action
in furtherance thereof, and, if such case or proceeding has
‘been commenced against the Company or CNW, such case or



proceeding shall not have been dismissed, nullified, stayed

or otherwise rendered ineffective (but then only so long as
such stay shall continue in force or such ineffectiveness shall
continue) within 60 days after such proceedings shall have
commenced; or (g) the Company or CNW shall become or is
adjudicated insolvent or bankrupt, or shall make a general
assignment for the benefit of creditors, or shall admit in
writing its inability to pay its debts generally as they become
due, or is unable to pay or is generally not paying its debts
as they become due, or a trustee, custodian or receiver is
applied for or appointed for the Company or CNW or for the major
part of the property of either thereof and such trustee,
custodian or receiver is not discharged within 60 days after
such appointment; or (h) failure by CNW to comply with or to

- perform any provision of the Consent; or (i) any warranty of
Company or CNW made in this Agreement, or any other document
or instrument executed and delivered pursuant hereto or the
Financing Agreement or in connection herewith or therewith is
breached or is false or misleading in any material respect,

or any schedule, certificate, financial statement, report,
notice, or other writing furnished by the Company or CNW to

the Bank is false or misleading in any material respect on the
date as of which the facts therein set forth are stated or
certified.

The term "Equipment” shall mean the railroad cars or
“locomotives described on Schedule I hereto, together with all
accessories, equipment, parts and appurtenances appertaining
or attached to any of such Equipment, whether now owned or __

hereafter acquired, and all substitutions, renewals and {
replacements of, and additions, improvements, accessories ahd
accumulations to, any and all of such Equipment.

The term "Liabilities" shall mean all obligations of
Company, however created, arising or evidenced, whether dirjsct
or indirect, absolute or contingent, or now or hereafter
existing, or due or to become due, pursuant to the Financiny
Agreement, the Note and each other instrument (including, without
limitation, this Agreement) now or hereafter executed by it
pursuant to the Financing Agreement.

The term "Note" shall mean any note of Company evidencing
any loan made by any Bank under the Financing Agreement.

Any other term used herein which is defined in the
Financing Agreement shall have the same meaning herein as sjuch
term has therein.

2. GRANT OF SECURITY INTEREST. As security for payment
of all Liabilities, the Company hereby mortgages, transfers
and assigns to the Bank, and grants to the Bank a continuing




security interest in and to, all right, title and interest
whatsoever of Company, whether now or hereafter existing, in

and to:

the Eguipment; all other property of Company the

possession of which may at any time now or hereafter be delivered
to or for the account of the Bank as security for the payment

of the

Liabilities; and all proceeds (including, without

limitation, insurance proceeds) of any of the foregoing.

3. WARRANTIES AND AGREEMENTS OF COMPANY.

(a) The Company is the owner and is lawfully seized
and possessed of the Equipment and has the right, full
power and authority to mortgage, transfer and assign
the same to the Bank. Such property is and will be free
from any and all liens and encumbrances prior to, on
a parity with, or junior to the lien of this Agreement
and the Company will warrant and defend the title thereto
and the interest of the Bank therein against all claims
and demands whatsoever.

(b) The Company, at its own expense, will do,
execute, acknowledge, and deliver all and every further
acts, deeds, conveyances, transfers and assurances
necessary or proper for the better assuring, conveying,
assigning and confirming unto the Bank all of the
Collateral, whether now owned or hereafter acquired.

(c) The Company, so long as no Default Event shall
have occurred under this Agreement and be continuing
and subject to all the terms and conditions of this
Agreement, shall be entitled to the possession of the
Equipment and the use thereof in the contiguous
continental United States. The Company shall use the
Equipment only in the manner for which it was designed
and intended and so as to subject it only to ordinary
wear and tear. The Company shall, at its own cost and
expense, maintain and keep the Equipment in good order,
condition and repair, ordinary wear and tear excepted,
suitable for use in interchange (if and to the extent
permitted by the Interchange Rules or supplements thereto
of the Association of American Railroads (herein called
the "AAR"). Except as required or permitted by the
provisions of Section 3(d) hereof, the Company shall
not modify any Equipment without the prior written
authority and approval of the Bank, which authority and
approval shall not be unreasonably withheld.

(d) Without limiting the foregoing subsection (c),
the Company agrees to comply with all insurance policies
covering the Equipment and all governmental laws,
regulations, requirements and rules (including, without



limitation, the rules of the United States Department

of Transportation, the Interstate Commerce Commission

and, if and to the extent permitted thereby, the current
Interchange Rules or supplements thereto of the Mechanical
Division, AAR) as the same may be in effect from time

to time with respect to the use, maintenance and operation
of the Equipment. In case any equipment or appliance

is reasonably interpreted as being required to be
installed on any Equipment in order to comply with such
laws, regulations, requirements and rules, the Company
agrees to make such changes, additions and replacements

at its own expense; provided, however, that the Company
may, in good faith and by appropriate legal proceedings,
contest the validity or application of any such law,
regulation, requirement or rule in any reasonable manner
which does not in the opinion of the Bank adversely affect
the security interest of the Bank hereunder.

(e) Company shall plainly and permanently stencil
a legend on each side of each unit of Equipment in letters
not less than one (1) inch in height indicating Bank's
interest therein, as follows:

"OWNERSHIP SUBJECT TO A SECURITY AGREEMENT FILED WITH
THE INTERSTATE COMMERCE COMMISSION".

(£) The Company agrees that it will at all times,
at no cost or expense to the Bank, keep, or cause CNW
to keep, each item of Equipment insured against loss,
damage, theft and other risks in such amounts and under-
such policies and in such form as shall be reasonably
satisfactory to the Bank. The Bank may apply any proceeds
of such insurance which may be received by it toward
payment of any expenses incurred by it in connection
with the Collateral, the Financing Agreement and herewith
(including, without limitation, reasonable attorneys'
fees and legal expenses) and any balance of such proceeds
may be applied toward the payment of such of the
Liabilities, and in such order of application, as the
Bank may from time to time determine. The Company will
also maintain, or cause CNW to maintain, such public
liability insurance with respect to the Equipment against
damage because of bodily injury, including death, or
damage to property of others as shall be reasonably
satisfactory to the Bank. All insurance shall cover
the interests of the Company, CNW and the Bank in the
Equipment, or, as the case may be, shall protect the
Company, CNW and the Bank in respect of risks arising
out of the condition, maintenance, use, ownership or
operation of the Equipment. The Company shall furnish
the Bank with certificates or other satisfactory evidence



of maintenance of the insurance required hereunder and
with respect to any renewal policy or policies shall
furnish certificates evidencing such renewal prior to
the expiration date of the original policy or policies.
All insurance provided for in this Section.shall be
effected with insurance companies approved by the Bank,
which approval shall not be unreasonably withheld.

(g) Except as provided herein or with the prior
written consent of the Bank, the Company will not sell,
loan, pledge, mortgage, assign or otherwise dispose of,
or create or suffer to be created any levies, liens or
encumbrances on, or permit any bailment or other legal
or equitable interest in, any of the Equipment or any
interest therein, except for the lease of the Equipment
to CNW; and the Company will from time to time cause
to be paid all liens, taxes, assessments and governmental
charges levied, assessed or imposed upon any of the
Equipment or any interest therein, provided, however,
that nothing herein contained shall be deemed to require
any lien, tax, assessment, charge, claim or demand to
be paid or discharged prior to the due date thereof.

The Company will give the Bank notice of any attachment
or judicial process affecting any of the Equipment as
soon as the Company has knowledge thereof.

(h) The Bank shall have at all times the right
to enter into and upon any premises under the control
of the Company where any of the Equipment is located
for the purposes of inspecting the same, observing its
use or otherwise protecting Bank's interest therein.

(i) The Company will keep at its address shown
above all records concerning the Collateral, which records
will be of such character as will enable the Bank or
its designees to determine at any time the status thereof,
and, unless the Bank otherwise consents in writing, the
Company will not duplicate any such records at any other
address.

4. DEFAULT.

Whenever a Default Event shall be existing, the Bank
may exercise any one or more or all, and in any order, of the
remedies hereinafter set forth, it being expressly understood
that no remedy herein conferred is intended to be exclusive
of any other remedy or remedies, but each and every remedy shall
. be cumulative and shall be in addition to every other remedy
given herein or now or hereafter existing at law or in equity
or by statute:



(a) The Bank may, by notice in writing to the
Company, declare all Liabilities to be immediately due
and payable, and thereupon all such Liabilities shall
be and become immediately due and payable.

(b) . The Bank, personally or by agents or attorneys,
shall have the right (subject to compliance with any
applicable mandatory legal requirements) to take immediate
possession of the Equipment and other Collateral, or
any portion thereof, and for that purpose may pursue
the same wherever it may be found, and may enter any.
of the premises of the Company, with or without notice,
demand, process of law or legal procedure, and search
for, take possession of, remove, keep and store the same,
or use and operate the same until sold. It is understood,
without limiting the foregoing, that the Bank may, and
is hereby given the right and authority to, keep and
store said Equipment and other Collateral, or any part
thereof, on the premises of the Company, and that the
Bank shall not thereby be deemed to have surrendered,
or to have failed to take, possession of such Equipment
and other Collateral.

: (c) The Bank may, if at the time such action may
be lawful and always subject to compliance with any
mandatory legal requirements, either with or without
taking possession and either before or after taking
possession, and without instituting any legal proceedings
whatsoever, and having first given notice of such sale

by registered mail to the Company once at least ten days
prior to the date of such sale, and having given any
other notice which may be required by law, sell and
dispose of said Equipment and the other Collateral, or
any part thereof, at public auction or private sale to
the highest bidder, at any place, whether or not it be
the location of any of the Equlpment or other Collateral,
or any part thereof, designated in the notice above
referred to, in one lot as an entirety or in separate
lots, and either for cash or on credit and on such terms
as the Bank may determine. Any such sale or sales may
be adjourned from time to time by announcement at the
time and place appointed for such sale or sales, without
further published notice; and the Bank may bid and become
the purchaser at any such sale.

(d) The Bank may proceed to protect and enforce
this Agreement, the Financing Agreement and the Note
by suit or suits or proceedings in equity, at law or
in pending bankruptcy, and whether for the specific
performance of any covenant or agreement herein or therein



contained or in execution or aid of any power herein

or therein granted, or for foreclosure hereunder, or

for the appointment of a receiver or receivers for the
Equipment and other Collateral, or any part thereof,

or for the recovery of judgment for the indebtedness
hereby secured, or for the enforcement of any other proper
legal or equitable remedy available under applicable

law.

Any sale or sales pursuant to the provisons hereof,
or pursuant to any legal proceedings, shall operate to divest
/N\the Company of all right, t1tle, interest, claim and demand
whatsoever, either at law or in equity, of, in and to the items
so sold, and shall be free and clear of any and all rights of
redemption by, through or under the Company, the Company hereby
covenanting and agreeing that it will not at any time insist
upon or plead, or take the benefit or advantage of or from,
any law now or hereafter in force providing for a valuation
or appraisement of the Collateral, or any part thereof, prior
to any sale or sales thereof or providing for any right to redeem
the Collateral, or any part thereof. The receipt of purchase
money or other consideration by the Bank, or by any person
authorized under any judicial proceeding to make any such sale,
shall be a sufficient 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 inquire as to the authorization,
necessity or propriety of any such sale. :

Any notification required by law of intended disposition
by the Bank of any of the Collateral shall be deemed reasonably
and properly given if given at least ten days before such
disposition. Any proceeds of the Collateral may be applied
by the Bank to the payment of any expenses incurred in connection
with the Collateral, the Financing Agreement and herewith
(including, without limitation, reasonable attorneys' fees and

. legal expenses) and any balance of such proceeds may be applied
toward the payment of such of the Liabilities, and in such order
of application, as the Bank may from time to time determine;
and the Company shall continue obligated for all Liabilities
remaining unpaid after any such application.

5. PERFORMANCE BY THE BANK OF OBLIGATIONS OF THE COMPANY.
The Bank may from time to time, at its option, perform any
obligation to be performed by the Company hereunder or under
the Financing Agreement or any other instrument executed pursuant
thereto or in connection therewith which the Company shall fail
to perform and take any other action which the Bank deems
necessary for the maintenance or preservation of any of the
Collateral or its security interest in the Collateral. All
moneys advanced by the Bank in connection with the foregoing,



together with interest at the rate of 20% per annum (or such
lower maximum rate as shall be legal under applicable law),
shall be repaid by the Company to the Bank, upon the latter's
demand, and shall be secured hereby prior to any other
indebtedness or obligation secured hereby, but the making of
any- such advance by the Bank shall not relieve the Company of
any default hereunder. :

6. MISCELLANEQUS. The Bank does not assume any
obligation or liability to any lessee, purchaser or other person
(except to the Company as herein expressly set forth) with
respect to the Collateral, and any such assumption is hereby
expressly disclaimed. The Bank shall be deemed to have exercised
reasonable care in the custody and preservation of any of the
. Collateral in its possession if it takes such action for that
purpose as the Company requests in writing, but failure of the
Bank to comply with any such request shall not in itself be
deemed a failure to exercise reasonable care, and no failure
of the Bank to preserve or protect any rights with respect to
any Collateral against prior parties, or to do any act with
respect to the preservation of any Collateral not so requested
by the Company, shall be deemed a failure to exercise reasonable
care in the custody or preservation of such Collateral.

.Any notice or other communication hereunder to either
party shall be in writing and delivered or mailed to it at its
address as set forth above; provided that either party may by
" notice to the other designate a changed address for such party.
Any such notice or other communication which is mailed shall
be deemed given upon deposit in the United States certified
mails, first class, postage prepaid.

No failure or delay on the part of the Bank in the
exercise of any right or remedy hereunder or under any other
instrument or otherwise shall operate as a waiver thereof, nor
shall any single or partial exercise of any such right or remedy
preclude other or further exercise thereof or the exercise of
any other right or remedy.

The various headings in this Agreement are inserted
for convenience only and shall not affect the meaning or
interpretation of this Agreement or any provision hereof.

Wherever possible, each provision of this Agreement
shall be interpreted in such manner as to be effective and valid
under applicable law, but if, for any reason whatsoever, any
one or more of the provisions of this Agreement shall be held
or deemed to be inoperative, unenforceable or invalid as applied
to any particular case or cases in any particular jurisdiction
or jurisdictions or in all jurisdictions or in all cases, such
circumstance shall not have the effect of rendering such



provision inoperative, unenforceable or invalid in any other
jurisdiction or in any other case or of rendering any of the

provisions of this Agreement inoperative, unenforceable or
invalid. ‘

This Agreement shall be a contract made under and
governed by the internal laws of the State of Illinois.

This Agreement shall be binding upoﬁ and inure to the

benefit of the parties hereto and their respective successors

and assigns and, without limiting the foregoing, all rights
and powers hereunder or with respect thereto of the Bank, or
any agent or representative of the Bank, may be exercised by
any successor or assignee of the Bank or any agent or
representative of such successor assignee.

This Agreement may be executed in any number of
counterparts, each of which shall be deemed to be an original,
and all of which shall together constitute but one and the same
instrument.




IN WITNESS WHEREOF, this Agreement has been duly executed
as of the day and year first above written.

NORTH WESTERN LEASING COMPANY

(Corporate Seal)

ATTEST:

CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO

! _
By \ Sm&}—\_
c.\\\\jfgs Vice President

-11-



STATE OF ILLINOIS )

. ) Ss
COUNTY .OF COOK . )

On this ay of ° © 1980, before me
Y

personally appeared :th? Lol FE , tOo me personally known,
who being by me duly sworn, says that he is President of NORTH
WESTERN LEASING COMPANY, that one of the seals affixed to the
foregoing instrument is the corporate seal of said corporation,
that said instrument was signed and sealed on behalf of said
corporation acting 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.

| (SEAL) &) /W

Notary Public

LEE SWIONTEK
Notary Public
Cook Co. lllinois

STATE OF ILLINOIS ) My Commission £xpires Oct. 27, 1984
‘ } S8S
COUNTY OF COOK o)

On thlséléfk day of}§44m*wﬁzk , 1980, before me

personally appeared Jimes R (~udec , to me personally known,

who being by me duly sworn, says that he is a Vice President

of CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST COMPANY OF
CHICAGO, that one of the seals affixed to the foregoing
instrument is the corporate seal of said national banking
association, that said instrument was signed and sealed on behalf
of said national banking association by authority of its Board

of Directors; and he ackowledged that the execution of the
foregoing instrument was the free act and deed of said national
banking association.

(SEAL) K%U*iccwd\e A ermrle.

Notary Public

My commission expires:

My commission expires:

My Commission Expires December 28th, 1982



SCHEDULE I

TO SECURITY AGREEMENT

DESCRIPTION OF EQUIPMENT

. Identification
Type of Equipment Quantity Numbers
014 Numbers New Numbers
and Marks i and Marks
General Motors 14 CR 3035 CNW 5524
Corporation CR 3036 ' CNW 5525
(Electro Motive -~ CR 3037 CNW 5526
Division) Model CR 3038 . CNW 5527
GP-40 3000 HP : CR 3039 CNW 552%
Diesel Electric CR 3040 \ CNW 5529
Locomotives CR 3041 CNW 5530
CR 3042 CNW 5531
CR 3044 CNW 5532
CR 3045 CNW 5533
CR 3046 CNW 5534
CR 3047 CNW 5535
CR 3048 -CNW 5536

CR 3049 CNW 5537



