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Enclosed foxr recordation pursuant'to the provisions

of Section 11303(a) of Title 49 of the United States Code

and the regulations thereunder are three counterparts each

of

Dear Madam:

1) Chattel Mortgage and Security Agreement dated
Nzc“\*““‘“@?m" April 18, 1980;
. 2) Lease of Railroad Equipment dated as of Marxch 1, 1980;
_® 3) Assignment and Subordination Agreement dated
April 18, 1980.
A general description of thé railroad equipment covered
by the enclosed documents is, as follows:

Eighty-four (84) 52°'6" 100-ton rigid undexframe rail-
road gondola cars with fixed ends bearing reporting
marks and numbers MPA 20000 through MPA 20083, both

‘ inclusive.

The names and addresses of the parties to the enclosed
documents are:

Chattel Mortgage and Security Agreement
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Mortgagor: Emons Industries, Inc. m ~
490 East Market Street e 7
York, Pennsylvania 17403 @7 = f—_é
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Secretary
Interstate Commerce Commission

Mortgagee (Bank) : Central Penn National Bank
Five Penn Center Plaza
Philadelphia, Pennsylvania 19103

Lease of Railroad Equipment

Lessor: Emons Industries, Inc.
(Address- see above)

Lessee: Maryland and Pennsylvania Railroad
Company
- 490 East Market Street
York, Pennsylvania 17403

Assignment and Subordination Agreement

Mortgagor (Borrower): Emons Industiies, "Inc.
(Address- see above)

Lessee: Maryland and Pennsylvania Railroad
Company
(Address- see above)

Mortgagee (Bank) Central Penn National Bank
(Address- see abowe)

The undersigned is agent for Emons Industries, Inc. for
the purpose of recording the enclosed documents and has knowledge
of the matters set forth therein.
Please return the counterparts of the enclosed documents
not needed for recordation purposes to Charles T. Kappler, Esq.,
Alvord and Alvord, 200 World Center Building, Washington, D.C. 20006.

Also enclosed is a remittance in the amount of $100 in
payment of the required recordation fees.

very truly yours,
ALVORD AND AIVGRD

by Cotlantle, 7= Mg lon _

Charles T. Kappler




DUPLICATE ORIGINAL - The original counterpart of this document is
in the possession of Central Penn National Bank, to whom the
Lessor's rights hereunder were assigned.

LEASE OF RAILROAD EQUIPMENT RECORDATION NO. . .. . Filed 1425

APR 23 198U .m 2+ AM

AGREEMENT entered into as of the m@éwmwmﬁsmmmn
1980, by and between EMONS INDUSTRIES, INC., whose address is
490 East Market Street, York, Pennsylvania 17403 (hereinafter
referred to as "Lessor"), and the MARYLAND . AND PENNSYLVANIA
RAILROAD COMPANY whose address is 490 East Market Street, York,
Pennsylvania 17403, (hereinafter referred to as "Lessee").

WITNESSETH:

WHEREAS, the parties hereto have reached an under-
standing with respect to Lessor leasing to Lessee the Cars (as
such term is defined below) and desire to set forth in writing
their agreement with respect thereto;

NOW, THEREFORE, in consideration of the premises, the
parties hereto agree:

1.  Lease and Hire: Lessor hereby lets to Lessee and
Lessee hereby hires from Lessor those certain 52 foot 6 inch,
100 ton rigid underframe railroad gondola cars with fixed ends
and with identifying marks as listed on Schedule A hereto, as
such Schedule may, from time to time, be amended (hereinafter
referred to as the "Cars").

2, Rental Payments: The Lessee hereby covenants and
‘agrees to pay, or cause to be paid to the Lessor and its suc-
cessors and assigns, or at such bank or trust company as Lessor
shall specify, basic rent for each Car subject to this Lease
during the term hereof in one hundred nineteen (119) consecu-
tive equal monthly installments payable on the first business
- day of each month in the amount of $49,797. each in arrears,
commencing June 2, 1980,

As used herein, the Purchase Price of a Car shall
equal the greater of Lessor's cost for such Car or the value of
such Car as 1n1t1ally registered with the Association of Ameri-
can Railroads. :

3. Net Lease: This Lease is a net lease which the Lessor
has assigned to the Central Penn National Bank, a United States
national banking association with offices at Five Penn Center
Plaza, Philadelphia, Pennsylvania 19103 (the "Bank") pursuant
to an Assignment of Lease dated the date hereof (a counterpart
of which is attached hereto as Exhibit A)(the "Assignment") as
security for the obligations of Lessor under the Loan and Se-
.curity Agreement, dated as of April /g, 1980, between the Bank



and Lessor (a counterpart of which is attached hereto as Exhib-
it B)(the "Loan Agreement”). The Lessee shall not be entitled
as against the Lessor, the Bank or any assignee of the Lessor
or the Bank, or any successor, assignee or any other owner
of the Cars, to any abatement of rent, reduction thereof or .
setoff against rent, including, but not limited to abatements,
reductions or setoffs due or alleged to be due by reason of any
past, present or future claims of the Lessee against the Les-
sor, the Bank or any of such assignees under this Lease; nor

-except as otherwise expressly provided herein, shall this Lease

terminate, or the respective oblgations of the Lessor, the Bank
or any of such assignees or the Lessee be otherwise affected,
by reason of any defect in or damage to or loss of possession
or loss of use or destruction of all or any of the Cars from
whatsoever cause, by the attachment of any liens, encumbrances
or rights of others with respect to any of the Cars, by the
prohibition of or other restriction against the Lessee's use of
all or any of the Cars, of the interference with such use by
any person or entity, by the invalidity or unenforceability or
lack of due authorization of this Lease, by any insolvency,
bankruptcy, reorganization or similar proceedings against the
Lessee, or for any other cause whether similar or dissimilar to
the foregoing, any present or future law to the contrary not-
withstanding, it being the intention of the parties hereto that
the rents and other amounts payable by the Lessee hereunder
shall continue to be payable in all events in the manner and at
the times herein provided unless the obligation to pay the same
shall be terminated pursuant to the express provisions of this
Lease.

‘To the extent permitted by applicable law, the Lessee
hereby waives any and all rights which it may now have or which

.at any time hereafter may be conferred upon it, by statute or

otherwise, to terminate cancel, quit or surrender the lease of

"any of the Cars, except in accordance with the express terms

hereof. Each rental or other payment made by the Lessee here-
under shall be final, and the Lessee shall not seek to recover
all or any part of such payment from the Lessor or any assignee
of Lessor's interest in the Lease for any reason whatsoever.

4. Term of Lease: The term of this Lease as to each
Car shall begin on the date of the delivery to and acceptance
by the Lessee of such Car and, subject to the provisions of Ar-
ticles 8 and 13 hereof, shall terminate on May 31, 1990.

5. Taxes: All payments to be made by the Lessee hereun-
der will be free of expense to the Lessor for collection or
other charges and will be free of expense to the Lessor with
respect to the amount of any local, state, Federal or foreign
taxes other than (a) any United States Federal income tax, and
(b) the aggregate of all state, city or local income taxes or
franchise taxes measured by net income based on such receipts,
up to the amount of any such taxes which would be payable to

-2-



the state, city and locality in which the Lessor has its prin-
cipal place of business without apportionment to any other
state, except any such tax which is in substitution for or re-
lieves the Lessee from the payment of taxes which it would .
otherwise be obligated  to pay or reimburse Lessor as herein
provided, or license fees, assessments, charges, fines or
penalties (all such expenses, taxes, license fees, assessments,
charges, fines and penalties being hereinafter called "Imposi-
~tions") hereafter levied or imposed upon or in connection with
or measured by this Lease or any sale, rental, use, payment,
shipment, delivery or transfer of title, tax or charge under
the terms hereof, all of which Impositions the Lessee assumes
and agrees to pay on demand in addition to to the payments to
be made by it provided for herein.

The Lessee will also pay promptly all Impositions .
which may be imposed upon any Car or for the use or operations
thereof or upon the earnings arising therefrom (except as pro-
vided above) or upon the Lessor solely by reason of its owner-
ship thereof, and will keep at all times all and every part of
such Car free and clear of all Impositions which might in any
way affect the title of the Lessor or result in a lien upon any
such Car; provided, however, that the Lessee shall be under no
obligation to pay any Impositions of any kind so long as it is
contesting in good faith and by appropriate legal proceedings
such Impositions and the nonpayment thereof does not, in the
opinion of the Lessor, adversely affect the title, property or
rights of the Lessor hereunder. If any Impositions shall have
been charged or levied against the Lessor directly and paid by
the Lessor, the Lessee shall reimburse the Lessor on presenta-
tion of an invoice therefor.

In the event any reports with respect to Impositions
are required to be made, the Lessee will either make such re-
‘ports in such manner as to show the interests of the Lessor in
such Cars or notify the Lessor of such requirments and make

such reports in such manner as shall be satisfactory to the
Lessor.

In the event that during the continuance of this
Lease the Lessee becomes liable for the payment or reimburse-
ment of any Imposition, pursuant to this Article 5, such lia-
bility shall continue, notwithstanding the expiration of this
Lease, until all such Impositions are paid or reimbursed by the
Lessee.

6. Annual Reports: On or before March 31 in each year
during the term hereof, the Lessee will furnish to the Lessor
an accurate statement (a) setting forth as at the preceding
December 31, the amount, description and numbers of all Cars




then leased hereunder, the amount, description and numbers of
all Cars that have suffered a Casualty Occurrence (as herein-
after defined) during the preceding calendar year (or since the
date of this Lease in the case of the first such statement) and
such other information regarding the condition and state of re-
pair of the Cars as the Lessor may reasonably request, and (b)
stating that in the case of all Cars repainted or repaired dur-
ing the period covered by such statement, the numbers and the

-markings required by Article 7 hereof have been preserved or

replaced. The Lessor shall have the right by its agents, to
inspect the Cars and the Lessee's records with respect thereto

at such reasonable times as the Lessor may request during the
continuance of this Lease.

7. Identification marks: The Lessee will cause each Car
to be kept numbered with 1ts .identifying number.

The Lessee will not change the identifying number of
any Car except in accordance with a statement of new number or
numbers to be substituted therefor, which statement previously
shall have been submitted to Lessor, and filed, recorded and
deposited by the Lessee in all public offices where the Lease
shall have been filed, recorded and deposited.

The Lessee may allow the Cars to be lettered with the
names or initials or other insignia customarily used by the
Lessee or its affiliates on railroad equipment used by them of
the same or a similar type of convenience of identification of
their rights to use the Cars as permitted under this Lease.

8. Risk of Loss; Waiver and Indemnity; Insurance.

(a) In the event that any Car shall be or become

~worn out, lost, stolen, destroyed, or irreparably damaged,

from any cause whatsoever, or taken or requisitioned by condem-
nation or otherwise (any such occurrence being hereinafter
called a "Casualty Occurence") during the term of this Lease,
Lessee shall promptly and fully notify Lessor with respect

~ thereto. On the rental payment date next succeeding such no-

tice, Lessee shall pay to Lessor an amount egual to the rental
payment or payments in respect of such Car due and payable on
such .date plus a sum equal to the Casualty Value (as defined in
Schedule B) of such Car as of the date of such payment as set

forth in Schedule B. ‘Upon the making of such payment by Lessee
in respect of any Car, the rental for such Car shall cease to
accrue,the term of this Lease as to such Car shall terminate
and (except in the case of loss, theft or complete destruction)
Lessor shall be entitled to recover possesion of such Car. Pro-
vided that Lessor has received the Casualty Value for any Car,
Lessee shall be entitled to the proceeds of any recovery in re-
spect of such Car from insurance or otherwise.




Except as hereinabove in this paragraph 8(a) pro-
vided, Lessee shall not be released from its obligations here-
under in the event of, and shall bear the risk of, any Casualty
Occurrence to any Car from and after the date of delivery w1th_
respect to such Car.

(b) Lessee at its own cost and expense, shall keep
the Cars insured against '‘all risks for the value of such Cars

-and in no event for less than the Casualty Value of such Cars

as specified in Schedule B, and shall maintain public liability
and property damage insurance against such risk and for such
amounts as Lessor may require and with such companies as Les-
sor shall approve; provided, however, that Lessee may, at its
option, insure through a domestic affiliated company, or self-
insure the Cars in accordance with its current practice against
the risks of property damages as required above. All such in-
surance shall be in such form as Lessor shall approve, shall
name Lessor and Lessee as insureds and shall provide that such
insurance may not be cancelled as to Lessor or altered without
at least ten (10) days prior written notice to Lessor. All
liability insurance shall be primary without right of contri-
bution from any other insurance carried by Lessor. All insur-
ance covering loss or damage to the Cars shall be payable sole-
ly to Lessor, except as may otherwise be permitted by paragraph
8{a). Lessee shall deliver to Lessor on or before the delivery
date of each Car evidence satisfactory to Lessor of all such
insurance.

9. Return of Cars: On termination of this Lease, Lessee
will return the Cars to the Lessor at the storage tracks of the
Lessee in York, Pennsylvania; provided, however, that any Car

loaded on or before the next to the last day of the Lease term

may complete the loaded trip, and return of such Car to Lessor

-shall be made at the time such Car is released after unloading;

and provided, further, that each Car shall remain subject to
the terms and conditions of this Lease until return thereof.

10. Improvements, Modifications and Alterations: The cost

. of any improvement, modifications, alterations or additions

made to the Cars, or special devices installed by or at the di-
rection of the Lessee will be borne by Lessee.

11. Assignment - Use and Possession: Lessee will not as-
sign, transfer, encumber or otherwise dispose of its leasehold
interest under this Lease, the Car or any part thereof, or sub-
let the Cars or place any of the Cars in assigned service with-
out the consent of the Lessor in writing first obtained, except
that Lessee may permit the use of the Cars by any subsidiary or
affiliated railroad company or on lines of railroads other than
Lessee's in the "United States, Canada and Mexico in the usual
interchange of traffic or pursuant to sublease or assigned ser-




may be, elect to purchase all but not less than all the Cars at
a purchase price equal to $1,184,286.

Fair Rental Value shall be determined on the basis of,
and shall be equal in amount to, the value which would obtain
in an arm's-length transaction between an informed and willing
lessee (other than a lessee currently in possession) and an in-
formed and willing lessor under no compulsion to lease and, in

-such determination, costs of removal from the location of cur-

rent use shall not be a deduction for such value. If on or be-
fore four (4) months prior to the expiration of the term of
this Lease, the Lessor and the Lessee are unable to agree upon
a determination of the Fair Rental Value of the Cars, such
value shall be determined in acordance with the foregoing de-
finition by the American Appraisal Company or its successor
(hereinafter called the "Appraiser"). The Appraiser shall be .
instructed to make such determination within a period of thirty
(30) days following appointment, and shall promptly submit such
report to both Lessor and Lessee. The determination  so made
shall be conclusively binding upon both Lessor and Lessee. The
expenses and fees of the Appraiser shall be borne by the Lessee.

16. Subordination: In connection with Lessor's financing
of the Cars, Lessor has assigned this Lease to the Bank pursu-
ant to the Assignment. The Lessor, from time to time, may as-
sign this Lease to others, sell the Cars, grant a mortgage on
or security interest in any Car in whole or in part, without
notice to or the consent of the Lessee, to any bank, other fi-
nancial institution (including a trustee) or subsidiary there-
of. It is further understood that a bank or other financial
institution in connection with such financing may own any such

. Car with Lessor leasing such Car from such owner, this Lease

thereupon being a sublease, fully subordinate to the lease be-

_tween such owner and Lessor.

Lessee hereby acknowledges the Assignment and agrees
to acknowledge, upon written notice thereof, any future assign-
ment, sale, ownership or security interest. Lessee shall not
assert against the Bank or other such assignee, secured party
or owner (including purchaser) any defense, counterclaim or
setoff that Lessee might have against Lessor. Lessee's rights
shall be subject and subordinate to the rights of any such as-
signee or transferee of Lessor or any such owner or puchaser of
the Cars or any bank or other secured party under any financing
agreement or arrangement entered into by Lessor in connection
with the acquisition or financing of Cars.

Upon the giving of notice by the Bank to Lessee that
an event of default by Lessor has occurred and is continuing
under the Loan Agreement, the Bank may require that all pay-



ments otherwise due to Lessor shall be made directly to the
Bank or that the Cars be returned to the Bank, or both.

17. Compliance with Laws and Requlations: This Lease is .
subject to all Federal; state and other laws, rules, regula-
tions and ordinances which may now or hereafter affect, change
or modify the terms or conditions hereof or render unlawful the
performance of any of its provisions. Lessee shall comply with

-all governmental laws, regulations and requirements and with

the Code of Rules of the Association of American Railroads with
respect to the use, maintenance, and operation of such Cars
subject to this Lease, and will file and record the same with
the Interstate Commerce Commission in accordance with Section
11303 or the Interstate Commerce Act and will deposit the same
with the Registrar General of Canada in accordance with the
Railway Act of Canada.

18. Prior Understandings: Prior understandings and agree-
ments between the parties with respect to the Cars are merged
herein, and all rights of the parties in respect of such Cars
shall be governed by this Lease.

19. Successors and Assigns: Covenants herein shall inure
to or bind each party's successors and assigns; provided, that
notwithstanding the assignment of this Lease by the Lessor, all
obligations of the Lessor to the Lessee shall be and remain in-
forceable by the Lessee, its successors and assigns against the
Lessor and not agalnst any assignee or successor as51gnee of
the Lessor's interest in the Lease.

20. Notices: Any notice required or permitted to be given

. by either party hereto to the other shall be deemed to have

been given when deposited in the United States certified mails,
first class, postage prepaid, addressed as follows:

(a) 1If the the‘Lessee:

490 East Market Street
York, Pennsylvania 17403

(b) If the Lessor:

490 East Maket Street
York, Pennsylvania 17403

or addressed to either party at such other address as such par-
ty shall hereafter furnish to the other party in writing.
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21. Severability, Effect and Modlflcatlons of Lease: Any
prov1sxons of this lease which 1s prohibited or unenforceable
in any jurisdiction shall be, as to such jurisdiction, inef-
fective to the extent of such prohibition or unenforceability-
without invalidating the remaining provisions hereof, and any
such prohibition or unenforceability in any jurisdiction shall
not invalidate or render unenforceable such provisions in any
other jurisdiction. :

22. Waiver and Modification: This Lease exclusively and
comletely states the rights of the Lessor and ‘the Lessee with
respect to the Cars and supersedes all other arrangements, oral
or written, with respect to the Cars. No variation or modifi-
cation of this Lease and no waiver of any of its provisions or
conditions shall be valid unless in writing and signed by duly
authorized officers of the Lessor and Lessee.

23. Execution: This Lease may be executed in several
counterparts, each of which so executed shall be deemed to be
an original, and such counterparts together shall constitute
but one and the same instrument. Although this Lease is dated
1979 for convenience, the actual date or dates of execution
hereof by the parties hereto.is or are, respectively, the date

or dates stated in the acknolwedgements hereto annexed.
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24. . Law Governing: The terms of this Lease and all rights
and obligations hereunder shall be governed by the laws of the
Commonwealth of Pennsylvania, provided, however, that the par-
ties .shall be entitled to all rights conferred by Section 11303
of the Interstate Commerce Act and by the Railway Act of Canada.

IN WITNESS WHEREOF, the parties have duly executed
this Lease the day and year first above written.

EMONS INDUSTRIES, INC.
ATTEST'

: Yl Chairman of the Board and
. {Assistant Secretary Chief Executive Officer

. MARYLAND AND PENNSYLVANIA
ATTEST: ' RAILROAD COMPANY

547 Viceé President




STATE OF PENNSYLVANIA )
SS: ~
COUNTY OF YORK )

On this 17th day of April, 1980, before me personally
appeared Robert Grossman, to me personally known, who, being by me duly
sworn, says that he is the Chief Executive officer of EMONS INDUSTRIES,
INC., Lessor, in the foregoing Lease of Railroad Equipment, that one
of the seals affixed to the foregoing instrument is the corporate seal
of said corporation, that said instrument was signed and sealed on
behalf of said corporation by authority of its Board of Directors,
and he acknowledged that the execution of the foregoing instrument
was the free act and deed of said corporation.

Notary Public
MY Commission EXPIRES /;;
JANUARV’3L 1981~‘

YORK, york counry, PAa.'\? '
- g > ‘

STATE OF PENNSYLVANIA)
SS:
COUNTY OF YORK )

On this 17th day of April, 1980, before me personally
appeared James P. McNichol, to me personally known, who, being by
me duly sworn, says that he is the Vice President and Assistant
Secretary of the MARYLAND AND PENNSYLVANIA RAILROAD COMPANY, Lessee,
in the foregoing Lease of Railroad Equipment; that one of the seals
affixed to the foregoing instrument is the corporate seal of said
corporation, that said instrument was signed and sealed on behalf
of said corporation by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument was the

kO

free act and deed of said corporation.
//A/ Lt :
0 Notary Public .
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vice agreements, but only upon and subject to all the terms and

conditions of this Lease. Lessee will not permit any encum-
brances or liens, based upon any action or liability of Lessee,
to be entered or levied -upon any of the Cars, provided, how- .
ever, that Lessee shall not be required to cause any such lien
or encumbrance to be removed so long as Lessee is contesting
such lien or encumbrance in good faith and in appropriate legal

proceedings.

12. Cleaning and Servicing: Lessee shall indemnify and
hold harmless the Lessor from any claims made against Lessor,
as Car owner, resulting from any failure to clean and service
the Cars before loading.

13. Defaults and Remedies: If Lessee shall default in
the performance or observance by Lessee of any obligation under
this Lease, and such default shall continue for 10 days after
notice by Lessor to Lessee, or there shall be filed by or
against Lessee a petition in bankruptcy or for reorganization
under any bankrupcty law, or there shall be a receiver appoint-
ed of any part of Lessee's property or Lessee shall make a
general assignment for the benefit of creditors, then and in
any such events Lessor, at its election, may terminate this
Lease and repossess the Cars, and this Lease shall thereupon
become and be terminated, or Lessor may repossess the Cars and
relet the same or any part thereof to others for such rent or
compensation and upon such terms as it may see fit. Lessee
shall, without expense to Lessor, assist Lessor in repossessing
the Cars and shall for a reasonable time, if required by
Lessor, permit storage of such Cars on trackage space owned or
leased by Lessee, without cost to Lessor. '

14. Obligations Suspended: 1In the event the performance

~in whole or in part of the obligations (other than for payment

of money) of either party under this Lease is hindered, inter-
rupted, or prevented by war, strikes, lockouts, fire, acts of
God, or by other similar or different acts of civil or military
authorities, or by any cause beyond the reasonable control of

the defaulting party, whether similar to the causes herein spe-

cified or not, the obligations of such party shall be suspended
to the extent of and for the time that performance thereof is
prevented or affected by such hindrance, interrruption, or pre-
vention, but due diligence shall be observed by such party in
resuming performance of its obligations, after removal of the
interrupting cause.

15. Purchase Option: Provided that this Lease has not
been earlier terminated and the Lessee is not in default here-
under, the Lessee may by written notice delivered to the
Lessor not less than six (6) months prior to the end of the
original term or any extended term of this Lease, as the case




SCHEDULE A

To Lease
. Quantity » Description of Units
84 52'6" 100~-ton rigid under-

frame railroad gondola cars
with fixed ends.

Serial Numbers

MPA 20000 through
MPA 20083, inclu-
sive. -
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e ASSIGNMENT AND SUBORDINATION. AGREEMENT

THIS AGREEMENT made the /‘?-Zf" day of April, 1980, by and
among EMONS INDUSTRIES, INC., a corperation of the State of New

YO:k ("Borrower"), MARYLAND AND PENNSYLVANIA RAILROAD COMPANY,

- a corporation of the Commonwealth of Pennsylvania and the State

of Maryland ("Lessee") and CENTRAL PENN NATIONAL BANK, a national
banking association ("Bank").
W I.f NESSETH

I. Borrower is the owner of eighty-four (84) 52 foot
6 inch,-IOO ﬁon rigid underframe railroad gondola cars with fixed
ends (the "Cars") described in Exhibit "A" attached hereto,
which Cars.are-subject to the lien of & certain Chattel Mortgage
and Security Agreement, of even date, granted by Borrower to
Bank (the "Mortgage™), a copy of which is attached hereto as

Exhibit "B", securing the indebtedness under a Loan and Security

- Agreement, of even date, between Borrower and Bank (the "Loan

Agreeﬁent"), a copy of which is attached hereto as Exhibit "C",
which indebtedness is to be evideéenced by a note to be exeCufed
aﬁd.delivered by Borrower to éank.(the "Note"),lsubstantially
in the form attached hereto as Exhibit "D“p. The Mortgage, Note
and Loan Agreement a:e_sometimes hereidafter-collectively refer-~
red to as the "Loan Documents" .

ITI. ‘Berrower has entered into a lease of the Cars,

dated ﬁfﬁi_;f / , 1980, with Lessee, a copy of which is at-

" ‘tached-hereto-as_Exhibit "EZ (together with all renewals and

extensions thereof, collectively referred to as the "Lease").
III. The parties desire to set out their understanding

as to certain of their respective rights and obligations in the

L;transactlons above described.-

Exhibit A to Lease of Railroad Equipment

dated March 1, 1980 by and between
Emons Industries, .Inc. and Maryland and Pennsylvania Railroad Company
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NOW, THEREFORE, the parties hereto, in consideration
of the premises and their mutual covenants herein contained
and intending to be legally bound hereby, agree as follows:

1. Assignment to Bank. ‘For the purpose of securing

payment of the indebtedness evidenced by the Note and the pay-
ment of all other sums, with interest thereon, to become due

and payable by Borrower under the provisions.of the Loan Docu-
ments or under the provisions hereof, and the performance and
discharge of each and every obligation, covenant and agreement
of Borrower contained therein and herein, Borrower hereby
transfers, assigns, sets over and grants to Bank a security
interest under the InterstateﬂCommerce'Act) the Uniform Commer-
cial Code, as amended, andlother~applicable law, in and to, all
of Borrower's rlght, title and interest ngand to the Lease and
all rights to monies and causes of action now or hereafter owing
to, or arising in favor of, Borrower from Lessee thereunder, and
all cash and non-cash proceeds thereof, to Have and to hold the
eame unto the Bank forever, or for spch shorter period as may

hereinafter be indicated.

2. Warranties and Representations.

a) Borrowe; warrants and represents to
Bank that the Cars are not, as of the date hereof, subject to
eny othei leese of agieement effecting the right toppossess or
uee them, other than an agreement dated January 24, 1980 between
Lessee and CNW Rail.
b)- Borrower and Lessee warrant and represent
to Bank that (i) neither Borrower nor Lessee is in default under

the~terms~of-the~Lease7‘(iidhsaid»Lease~is_in-fu11~fo*ce and

_.r

effect, (iii) no payments under the. Lease have been anticipated,
waived, released dlscounted Or otherwise discharged or com-
promised,. (iv) Borrower has‘not received any deposits from

Lessee, and (v) Lessee has no setoff or counterclaim against

Borrower.
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3. Payment of Rent and Other Monies under the Lease.

Borrower and Lessee understand and agree that until the Mort-
gage is satlsfled of record, all payments now or hereafter due

Borrower under the Lease, shall be paid to or at the direction

of the Bank. Bank agrees that until the occurrence of an event of
: ' \
default under the Loan Agreement, Lessee shall pay all such sums

to Borrower.

4. Lease not. to be modified, etc. Borrower and

Lessee agree that, without the prior written consent of the
Bank, no obligation, covenant or agreement of Lessee under the
Lease will be waived, excused, condoned or in any manner re-
leased or discharged; nor‘will said Lease be cancelled, ter-
minated or surrendered, nor will any provisions thereof be
modified, extended or in any way altered, nor will any prepay—

ment of monies under the Lease be solicited, made or accepted,

5. Consent of Bank. Wherever'ln the.Lease it is

provided that the lessor's consent or approval is required

or that anytninq»shall be done to the satisfaction of the
lessor, or any words of similar import, this shall be taken
to mean that the approval, eonsent or satisfaction of the Bank
shall be required. Lessee's rights under the Lease shall
not be assigned or otherwise transferred, including a trans-
fer by operatien of law, without the prior written consent of
Bank.

6. Nonlimitation of Bank's Rights under the Loan

Documents. 'Nothing in this Agreement contained shall prejudice

Or be construed to prejudice the right of the said Bank to

commence and prosecute, or to prevent the Said Bank From

commencing and prosecuting, any action which it may deem advis-

able, or which it may be entitled to commence and prosecute



under the terms of the Loan Documents; or shall this Agree-
ment be construed to waive any defaults now existing or which
may occur under said Loan Documents; or be construed as granting

a forebearance or extension of time of payment.

/
/

7. Nonassumption of Liability by Bank. Bank,

by execution and acceptance of this Agreement or by making
demand or colleeting'monies.under the Lease, does not assume

any liability or peeqme liable in any manner whatsoever for

the performance of any of the terms and conditions thereof,
unless and until Bank shall expressly assume such ¢bligations

in writing, and Bank shall not be liable for any act or omission
of Borrower, or subject to any offsets or defenses which Lessee
may have at any-time against the Borrower.

8. Notice to Bank. Wherever in the Lease it is

provided that notice of any kind shall be given to the Bor-
rower by the Lessee or td Lessee by Borrower this shail be taken
to mean that a copy of ‘such notice shall be given simultaneously
to the Bank.

9. Notice of Breach. Lessee shall give Bank notice

of any alleged breach by Borrower under the Lease and
afford Bank a reasonable: opportunlty of at least thlrty (30)
days to cure any such alleged breach, but Bank, in no event,
shall be obligated to cure such breach.

10. Subordination. Lessee agrees that the Lease

is, and all of Lessee's rights thereunder: are, and always shall

be, subject and subordinate to the Loan Documents and to all

advances made or to bhe made thersunder and to the lnterest

thereon, and all renewals, replacements, modifications, con-
solidations or extensions: thereof. Should Bank or any holder
of the Loan Documents desire confirmation of such sub-

ordination, Lessee, upon written request, and from time to

’



 time, will execute and deliver, without charge and in form

satisfactory to Bank or such holder, all instruments and/or
documents that may be requested to écknowledge such subordi-
nation, in recordable form.

11. Modification. This Agreement may not be modi-

fied orally or in any other manner thén by an agreement in writing,
signed by the parties hereto or their respective successors
in interest.
12. Notices. Any notice given pursuant to this
Agreement,shall be valid only if given in writing, and shall
be deemed:sufficiently'giVen.if given by registered mail or
certified mail with sufficient postage attached. Notice to
the parties to this Agreement shall be addressed as follows:
Borrower: Emons Industries, Inc.
490 East Market Street
York, Pennsylvania
Attn: Chairman
Lessee: Maryland and Pennsylvania Railroad
T Company
490 East Market Street
York, Pennsylvania
Attn: Chairman
Bank: Central Penn National Bank
Five Penn Center Plaza
Philadelphia, pa 19103
Attn: Paul A. Pyfer, Vice President
The date of any notice provided for in this Agreement shall
be the date of deposit in the United States mails with sufficient
postage, if given by certified mail; or the date of actual deli~
very to the above address of the party to be notified, if other-
wise given. The bPerson and place to which notice may be given
may be changed from time to time by the parties respectively upon
wripten.notice_;o_the_othersﬂ_effectixe_five*(51~days,afterwdeli~f-—
very of such notice.
13. Captions. It is agreed that the captions of this
Agreement are for convenience only and are not a part of this

Agreement, and do not in any way limit or amplify the terms and

brovisions of this Agreement.

| §



*l4. - Benefit and Binding Effect. This Agreement shall

bind and. inure to the benefit of the successors and assigns of

the parties hereto.

15. Governing Law. The terms of this Assignment and

Subordination Agreement and all fights and obligationS‘hereunder,
shall be governed by the laws of the Commonwealth of Pennsylvania;
provided, hdwevery that the parties shall be entitled to all
-rights conferred by Section 11303 of the Interstate Commerce

Act or other applicable law in any.jurisdiction outside of the
United States of America, in‘which the Cars may be located.

16. Counterparts and Execution. This Assignment and

Subordination Agreement may be simultaneously executed in any
nﬁmber of countérparts, each of which when so executed shali be
&eeméd an original, and such counterparts, together, shall con--
stitute one and the same instrument, which shall be sufficiently
evidenced by any such original counterpart.

IN WITNESS WHEREOF, the parties have caused this Agree-

ment to be executed as of the day and year first above written.

- : EMONS INDUSTRIES, INC.

AAtteSt:
/0{44411 / / myv ,w¢4¢44 L Al L
Ol Q%BOWL
MARYLAND AND PENNSYLVANIA.RAILROAD
N COMPANY
: Attest: ”

_ 7)) .//
CZ&ZQJ&LA%A&«»)?7‘761;’2§§04415<L”

CENTRAL PENN NATIONAL BANK

CEEELéZlC/««J (ﬂ AJZLZO . C. By; Vf/j:iaé; e [

Attest .




Quantity ', Description of Units Serial Numbers

84 52'6" 100-ton rigid under-  MPA 20000 through

frame railroad gondola cars MPA 20083, inclu-
with fixed ends. sive.. .
. TTTTN e L — e

Exhibit A to Assignment and Subordination Agreement
dated April /S, 1980 by and among
Emons Industries, Inc., Maryland and Pennsylwvania
Railroad Company and Central Penn National Bank




CHATTEL MORTGAGE AND SECURITY AGREEMENT

-

KNOW ALL MEN BY THESE PRESENTS, that EMONS INDUSTRIES,
INC. ("Mortgagor"), in consideration of $3,506,000. to be paid
to it by CENTRAL PENN NATIONAL BANK ("Bank"), does hereby bar-
gain, sell and convey to Bank, its successors and assigns, and
does hereby grant to Bank a security interest in and lien upon
(under Section 11303(a) of the Interstate Commerce Act, the
Uniform Commercial Code, as amended, or other appropriate law)
all those certain railroad gondola cars listed in Exhibit A
attached hereto/ and the proceeds (including the proceeds of
insurance) thereon.

TO HAVE AND TO HOLD the said railroad gondola cars so
bargained, sold and conveyed, or intended to be, unto theAsaid
Bank, 1ts successors and assigns.

The condition of this Chattel Mortgage and Security Agree-
ment is that, if the Mortgagor shall pay or cause to be paid to
Bank the aforementioned sum or such other sums as Borrower shall
have borrowed from Bank under that certain Loan Agreement between

Borrower and Bank dated as of the day of April, 1980, a copy

of which is attached hereto and incorporated herein as Exhibit B,

and fully and faithfully perform all of Mortgagor's obligations
herein and therein contained, then this Chattel Mortgage and Secur-
ity Agreement shall be released and terminated; otherwise, it
shall remain in full force and effect.

Exhibit B to Assignment and Subordination Agreement

dated April /¢ , 1980 by and among
Emons Industries, Inc., Maryland and Pennsylvania



S

-2=

Mortgagor warrants to Bank that on the'date hereof Mort-
gagor is the absolute owner of the said railroad gondola cars,
free and clear of all liens, encumbrances and adverse claims,
other than the interest herein bargained, sold and granted to
Bank.

Unless and until Mortgagor shall fail or refuse fo per-
form any of the foregoing covenants and agreements or an event
of default shall occur under the said Loaﬁ Agreement, Mortgagor
hereby lets and demises from Bank the right of possession and
'usé‘of the said railroa& gondola cars.

Mortgagor hereby promises to keep the said railroad
gondola cars in good condition and repair.

Should Mortgagor fail or refuse to perform any of the
foregoing covenants and agreements, or upon the happening of an
event of default as defined in the aforesaid Loan Agreement, Bank
may exercise all its rights and remedies set forth in the Loan
Agreement, including the right to take possession of the railroad
gondola &ars hereby mortgaged, and may exercise any of its rights
under tﬁe Uniform Commercial Code, as amended, and other appli-
cable laws.

This Chattel Mortgage and Security Agreement shall be
binding upon and inure to the benefit of the successors and as-
signs of Mortgagor and Bank.

Exécuted this day of April, 1980.

EMONS INDUSTRIES, INC. -
Attest: , o

By:




\. -
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Quantity

84

-

Description of Units

52'6" 100-ton rigid under-

frame railroad gondola cars
with fixed ends.

Serial Numbers

MPA 20000 through
MPA 20083, inclu-
sive. ‘ -

Exhibit A to Chattel Mortgage and Security Agreement

dated April

, 1980 by and between



LOAN AND SECURITY AGREEMENT

AGREEMENT made a§ of the day of April, 13980, by
and between EMONS iNDﬁéTRIEs,_ mc.; a New York corporation,
with its principal office at 490 East Market Street, York,
Pennsylvania, 17403 (the "Borrower") and CENTRAL PENN NATIONAL
BANK, a national banking asscciation with officés at Five Penn
Center Plaza, Philadelphia, Pennsylvania, 19103 (the "Bank").

-The Borrower and the Bank, intending to be legally

bound, agree as follows:

1. The Credit. Subject to the terms and conditions set

forth herein, the Bank agrees td lend to Borrower and Borrower
.agrees to borrow from Bank a sum equal to the lesser of (i)
$3,500,000; or (ii) the purchase price of'the Cars paid by

Borrower (the "Loan"). The Loan will be evidenced by a promis-

sory note (the "Note"), Subsﬁantially in the form attached hereto
as Exhibit A, in a principal sum equal to the Loan.

(a) Interest Rate. The unpaid priﬁcipal amount
of the Loan shall bear interest at the rate (charged on a 365/360
day basis) of one and one-guarter percent (l-1/4%) per annum-in
excess of Bank's prime rate iﬁ effect from time to time for 90-
day unsecured loans to Bank's most creditworthy customers, but
in no event léss»than ten and one-half percent (10-1/2%) per
annum, nor more thgn fou;teen percent (14%) per annum.
| | (b) Repafment. The principal of the Loan shéll

be repaid monthly on the first business day of each month in one

hundred nineteen (119) consecutive equal monthly installments

Exhibit B to Chattel Mortgage and Security Agreement
dated April , 1980 by and between

Pmons Irdustries. Toc 177 Tawmios- T Deo—e A==
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in the amount of $19,444.44 each, commencing the first business
day of the seéond calendar month following the date of initial
funding of the Loan proceeds (the date of such first payment is
hereinafter referred to as the "First Payment Date”), together
with a final payment of the full outstanding principal sum on

the first business day of the one hundred twentieth (120th) cal-
endar month following the First Payment Date. Interest, at the
raté as aforesaid,shall be paid monthly, as accrued, on the first
business day of each calendar month following the date of the ad-
vance of the Loaﬁ proceeds.

(¢) Use and Disbursement of Loan Proceeds. The
proceeds of the Locan shall be advanced to Borrower (in a single
advance) upon Borrower's request (but no later than June 30, 1980)
to finance its acquisition of the eighty-four (84) 52 foot, 6 inch,
100 ton rigid underframe gondola freight cars with fixed ends,
with idéntifying marks as listed on Exhibit B hereto (the "Cars"),
for a price not less than the amount of the Loan.

| -(d)~ érepayment. So loﬁé as no Event of Default
{(as hereinafter defined) has occurred and remains uncured, Bor-
rower shall have the right to prepay the'Loan, in whole or in
part, subject to the following:
| (1) Any such prepayment shall be made on
regular installment dates; shall be in multiples of regular
installments; and shall be applied to payménts due in the inverse
order of their maturity. |
(2) Borrower shall pay a prepayment charge

during the first two (2) years following the First Payment Date,
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of three percent (3%) of the amount prepaid; during the third (3rd)
and fourth (4ﬁh ) years following the First- Payment Date, of two
percent (2%) of the amount prepaid; during the fifth (5th) year
following the First Payment Date, of one percent (i%) of ﬁhe
amount prepaid; thereafter, prepayment may be made without penalty
or premium.

2. Security. As security for the payment of the prin-
cipal of the Loan and all interest thereon, and for the pay-
ment, performance and discharge of all_otﬁer;indebtednesa and
other obligations or undertakings now or hereaftar owing or
made by the Borrower to or for the benefit of the Bank under this
Agreement, or the Collateral Documents, as hereinafter defined,
(all such.bbligations, indebtedness and undertakings being some-
times hereinafter referred to. as the "Indebtedness"), the-Bor-
rower hereby grants or shall cause to be granted, or delivered

to Bank:

(a). = A first lien upon, and prior security inter-
est (under Section 11363 of the Interstate Commerce Act, the
Uniform Commercial Code, as amended, or other applicable law) in
the Cars, together with all accessories, eguipment, parts and
appurtenances-(wﬁether now owned or hereafter acgquired) apper-

taining or attached to the Cars, and all renewals or replacement

parts of, and additions, improvements, accessions and accumulations

to, any and all of the Cars, and together with all the rents,

issues, income, profits and proceeds therefrom, including the
proceeds of any policv of insurance thereon. All of the fore-

going is more fully described in and under the terms and condi-
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tions of the Chattel Mortgage and Security Agreement of even date
herewith (the FChatéel Mortgage").

(b) Assignment of Borrower's rights under the
lease (the "lLease") of the Cars, between Borrower ahd the Maryland
énd Pennsylvania Railroad Company, as more fully &escribed in and

under the terms and conditions of the Assignment and Subordination

o Agreement,'of even date herewith (the "Assignment Agreement"). -

(c) Corporate guaranties of Emons Railcar Corp.
("ERC"), a New York corporation, and Emons Leasing Ca., .Inc...
("ELC"), a New Jersey corporation. (ERC and ELC are sometimes

hereinafter collectively referred to as the "Guaranmtors"). = =

'All provisions of the Chattel Mortgage -
and the Assignment Agreement are incorporated herein and made
& part hereof by reference (such documents, together with such
other documents, agreements, lien instruments and certificates
as may bé requested by the Bank and now or hereafter delivered
to the Bank with respect thereto or to the Loan, being herein-

after referred to as the "Collateral Documents" and the prop-

erty described therein as the "Collateral"). - S

3. Conditions.

(a)  As a condition of the execution of this Agree-
ment, the Borrower has delivered to the Bank, in form and content
satisfactory to the -Bank and its counsel, the following documents
and instruments:

1) the Collateral Documents;
2) a certified copy of resolutions adopted
by the Board of Directors of the Borrower, authorizing the execu-

tion and delivery of this Agreement. the Collateral Docur~-+s,



~4) . photocopies of original insurance policies
meeting the criteria set forth in clause (e) of Section 5 below,
together with a certificate of insurance, addressed to Bank, from

the insurer under such policies;

5) a copy of the bill of sale evidencing
that Borrower has acquired good title to the Cars from the sel-
lers thereof, free and clear of all liens and encumbrances and

that the cost of the Cars, as reflected therein, is not less

than the principal amount of the Loan;

6) opinions of Messrs. Greenberg, Irwin, Pell-
man & Slade and Messrs. MéDonald.éiHayden, substantially in the
form attached hereto as Exhibits C and D respectively;

7) evidence satisfactory to Bank that each
of the Cars has been régisterédtwith UMLER of the Association
of American Railroads}

8) such additional documents or instru-
ments as the Bank may reasonably raguire under the terms of the

Collateral Documents, or otherwise.

4. Representations and Warranties. The Borrower repre-

sents and warrants to thé Bank, as follows:

(a) The Borrower and the Guarantors are cor-
porations, duly organized and validly existing and in good
standing under the laws of their respective states of incorporation
havevthe corporate power and the authority to own and operate
their properties and to carry on business in any jurisdiction
in which their businesses are now being conducted, and Bor-

rower has no subsidiaries and employs no fictitious trade



-7 -
(b) The maging, execution and performance by

thé Borrower of this Agreement and the Céllateral Documents
and by the Guarantors of the guaranties applicable to them,
and the issuance of the Note by the Borrowér, have been duly auth-
orized by all necessary corporate action and will not violate
any provision of law or of the charﬁer or by-laws of the Borrower
or'Guarantbrs or any agreement, trust or other indenture or instru-
ment to which the Borrower or Guarantors are a party, so that this
Agreement)‘the gquaranties and the Collateral Documents, when executed,
and the Note, when issued and funded, will be valid and enfor-
‘ceable obligations of the Borrower and/or Guarantors in accor-
dance with their terms. : o ' -

(c) The Collateral is and will be owned by the
Borrower, free and clear of all liens, encumbrances, security
interests or other rights of third parties, excepting only (i)
the rights and intgrests:graﬁtéd éank herein and in the Col-
lateral Documents; (ii) the rights permitted in paragraph (a)
of Section 6 below; (iii) the lien of taxes claimed to be due to

the Commonwealth of Pennsylvania, the amount and validity of which

_are being contested in good faith by Borrower pursuant to paragraph

(d) of Section 5 below; (iv) the Lease; and (v) other usage arrange-
ments, in the ordinary course of business, entered into by the Bor-
rower or any subsidiary_of Borrower; provided, however, no such
usage arrangements shall be entered into by Borrower or any of
its subsidiaries without the prior written. consent of Bank, which
consent shall not be unreasonably withheld or delayed.

(d) The consolidated balance sheet of Borrower
and its subsidiaries (all currsnt and future subsidiaries of Bor-

rower are hereinafter jointly referred to as the "Subsidiaries")
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as of December 31, 1979 and income and surplus statements of
the Borrower and the Subsidiaries for the fiscal period then
ended, heretofore furnished to Bank, have been prepared in
accordance with generally acceéted accountiﬁg principles, are

substantially complete and correct, and, with substantial

‘accuracy, fairly present the financial condition of the Bor-

rower and the Subsidiaries as of said date and the results
of their operations for the period then ended. To the
best of the Borrower's knowledge and belief, neither it,
nor Guarantors, have any material or substantial contingent
obligation or liability for taxes or otherwise not dis-. .:...-
closed or reserved against in such financial statements or other-
wise disclosed to the Bank in writing. Since December 31, 1979,
there has been no matarial adverse change in the condition of
the Borrower-or the Subsidiaries (as a consolidated group)’, finan-
cial or otherwise, from ihat éet forth in said balance sheet»as‘of
said date, other than changes previously disclosed to the Bank,
in writing.

(e)’ Except as previously disclosed in writing
to the Bank, there are no suits or proceedings pending or,

to the knowledge of Borrower, threatened against or affecting

¢ —— v - m———

the Borrower or théTSubsidiaries, in which the amount in dispute
exceeds $10,000. or any such claims which, in the aggregate exceed
$50,000. or which, if adversely determined, would have-a material
adverse effect on the financial condition or business of the
Borrower or the Subsidiaries (as a consolidated group),

and neither the Borrower nor the'Subsidiaries are in default in
the performance of any agreement to which they may be a party

or with respect to any order, writ, injunction, decree of any
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court or ‘any Federal, state, municipal or other governmental agency

or instrumentality. .

"(f£) - - The Borrower has no knowledge of its or the
Subsidiaries having incurred (é) any material accumulated funding
deficiency within the meaning of the Employee Retirement In-
come Security Act of 1574, or (b) any material liability to
the Pension'Benefit Guaranty Corporation established under
such Act (or any successor thereto under such Act) in con-
nection with any employee benefit plan established or maintained
by the Borrower or the Subsidiaries; nor -has the Borrower or
the Subsidiaries had any tax assessed against them ?.3;;z£'neww
Internal Revenue Service for any alleged violation under . .

Section 4575 of the Internal Revenue Code. To the Borrower's

knowledge, no prohibited transaction within the meaning of

said Section 4975 has occurred with respect to any employee

benefit plan established or maintained by the Borrower or the

‘Subsidiariesf

(g) Except as permitted by paragraph (b) of Sec-
tion 6 hereof, none ¢f the Cars is or will be subject to any
management agreement whereby Borrower permits any person or
entity to manaée the Cars on its behalf.

(h) None of the Cars mortgaged in favor of Bank
is subject to ahy mortgage, pledge, security interest, title re-
tention lien or other encumbrance or adverse claim, other than
a lien in favor of Bank, the lien of any tax claimed to be due to
the Commonwealth of Pennsylvania, the amount or validity of which
is being contested in good faith'by Borrower pursuant to para-
graph (d) of Section S below, the Lease, or the letter agrsement,

dated January 24, 1980, between the Maryland and Pennsylvania Rail-
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(1) Prior to the funding of the Loan,
Borrower will be the owner gf the Cars; all of the Cars will be
fully paid for upon disbursement by.the Bank of the Loan; and
all of the Cars will have been registered Qith UMLER of the Asso-
ciation of American Railroads and shall have been assigned an
UMLER value in the aggregate of not less than the Loan.

' (3) All business records of Borrower are kept
and maintained at 490 East Market Street, York, Pennsylwvania,
17403, and Borrower will not, without the written consent of the
Bank, remove anylof such records from such place of business.

5. Affirmative Covénants, As long as any poxr-

" e,
tion of the Indebtedness remains ocutstanding and unpaid,
the Borrower covenants and agrees that, in the absence of

prior written consent of the Bank, it will:

(a) -Furnish to the Bank, not later than one hﬁndred
twenty (120) days after;ﬁhg ciose of eaéh fiscal year, statements of
profit and losé and sur@lus of the Borrower and the Subsidiaries
- for such year, and a consolidated balance sheet for the Bor-
rower and the Subsidiaries as of the last day of such fiscal
year, all prepared in accordance with generally accepted ac-
counting principles consistently applied and certified, with-
out gualification, by independent public accountants, satis-
factory to the Bank. In addition, the Borrower will furnish
to the Bank, gquarterly, within sixty (60) days of the close
of each quarterly fiscal period, its and the Subsidiaries’
consolidated unaudited statements of profit and loss and sur-
plus for such fiscal quarter, and a balance sheet as of the
end of such fiscal guarter, each certified by its principal

financial officer.
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(b) With reasonable promptness furnish to the
Bank such additional informé%ion and data (including, inter
alia, AAR interchange reports relative to the Cars) concerning the
business and financial condition of the Borrower and the Sub-
sidiaries as may be reasonably requested by the Bank, and
afford the Bank, or its agent, access to the books, records and
properties bf the Borrower and the Subsidiaries at any rea -
sonable times. Bank agrees that all such information shall be

such information available to any participant in the Loan or any

purchaser of the Note.

(c) Maintain working capital of not less
than the following:
(i) Until June 30, 1980 - $500,000.

(ii) Thereafter until June 30, 1983 -
$750,000. :

(1ii) Thereafter until the payment in full
of the Indebtedness - $1,000,000.

As used above, "working capital" shall mean
current assets(including, materials for building freight cars
and work in progress for constructing fresight cars), over“cur-'
rent liabilities. | |

(d) Promptly pay and discharge all taxes,
governmentalvcharges and assessments levied and assessed or
imposed upon the property, operations or income of the Bor-
rower and the Subsidiaries, and pay all other claims which,
'1f unpaid, might become liens or}charges upon'the property of
the Borrower or the Subsidiaries; provided, however, that
nothing in this paragraph shall require the Borrower to pay

anv such taxes or assessments as long as the Borrower shall in
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good faith contest the émouﬁt or validity thereof.

(e) ~ Maintain (1) it; corporate existence and its
compliance with all applicable statutes, rules and regulations
with respect thereto; and (ii) comprehensive personal liability
insurance with respect té its and the Subsidiaries; business and
assets, with companies reasonably satisfactory to Bank, in such
amounts and against such hazards and liabilities as is customary
in the industry by entities having business operations similar
to that of Borrower, all such policies covering the Collateral
to insure the Bank as its interest may appear and to provide for
thirty (30) days' notice to Bank of cancellation or material

change in coverage.

(£) Promptly -defend any action, proceeding
or claim affecting Borrower or its property and promptly
notify the Bank of the iﬁstitﬁtion of aﬁy such action, pro-
ceéding or claim if the same would materially affect the
financial condition of the Borrower or its property if adversely

determined, or any such action, proceeding or claim if the

same exceeds $25,000. and is not covered by insurance exclusive
of the deductible provided for in any such policy of insurance.

(g) Maintain, preserve, protect and keep in good
order and condition (ordinary wear and tear excepted) all prop-
erty necessary in the conduct of its business and, from time to
time, make all necessary Or appropriate rapairs, replacements
and improvements thereto.

(h) Promptly givé written notice to the Bank of
the occurrence of any event which would cause any representation

or warranty made in Section 4 above, to be untrue at any time.
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(1) Promptly repair or cause to be repaired all
damage (other than damage constituting total destruction of any

portion of the Collateral) to the Collateral.

(3) In the event of the total destruction of any
of the Cars, pay to Bank a sum equal to the sum obtained by multi-
plying the principal balance of the Loan at the time of such de-
struction, by a fraction, the numerator of which is the number of
Cars destroyed and ihe denominator ¢of which is the number of the
Cars existing immediately prior to such destruction. Any such sums
received by Bank shall be credited toward payments due on the Loan
in the inverse order of their maturity.

(k) After the giving of reasonable notice by Bank,
permit and cause the Subsidiaries to permit, any person designated
by Bank at such reasonablé times and places and as often as Bank

may reasonably request, to visit and inspect the Collateral.

(1) If an officer of Borrower shall obtain

knowledge of the occurrence of any event of default set forth
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in this Agreement, immediately give written notice to Bank speci-
fying the nature of such event of default.

(m) At.any time and from time to time after the
execution and delivery of this Agreement, upon the regquest of
Bank, execute and deliver such further instruments and documents
(including, without limitation, such further financing statements)
and do such further acts and things as Bank may reasonably regquest
in order to fully effect the purposes of this Agreement and to
perfect and maintain the perfection of Bank's security interest

in the Collateral.

(n) Comply, and shall requiré every user of é
Cai’to comply, in all respects (including, without limitation,
with respect to the use, maintenance and operation of each Car),
with all ;aws,»rules and regulations of the jurisdictions in
which its or such user's operations involving a Car may extend,
with the interchange rules of the Association of American Rail-
roads and with all lawful rules and regulations of the Depart-
ment of Transportation, the Inteéstate Commerce Commission and
any other legislative, executive, administrative or judicial
body exercising any power of jurisdiction over the Cars, or any
of them, to the extent that such laws, rules and regulations affect
the title, operation or use of the Cars, or any of them.

(o) Until all of the Indebtedness has been paid
in full, the Borrower shall maintain, directly in its own name,
ownership and voting control of at least 98.1% of the shares of
stock of the Maryland and Pennsylvania Railroad Company, free

and clear of all claims, liens and encumbrances.



(p) Shall use the Cars, and permit the Cars to
be used, oﬁly in the manner for which Ehey were designed and in-
tended and so as to subject them only to ordinary wear and tear.
Borrower shall cause the Cars to be maintained and kept in good
order, condition and repair so that-each Car will remain (i) in
as good operating condition as when purchased by the Borrower
(ordinary wear and tear excepted); and (ii) in compliance with
any and all applicable laws, rules and regulations. BorroWer
shall not make, or permit the making of,” any permanent or other
material modification to any Car without the prior written ap-
proval of the Bank, which approval shall not be unreasonably
withheld. Any parts installed or replacements made upon any Car
shall be considered accessions to such Car and shall be subject
to the security interest of the Bank ugder this Agreement and

the Chattel Mortgage.

kq) Cause each Car to be kept numbered .

with the identifying number as set forth in Exhibit B
hereto and wiil keep and maintain, plainly, distinctly,
permanently and conspicuously marked by a plate or stencil
printed upon each side of each Car inAletters not less
than one inch (1") in height as follows:

"Ownership Subject to a Security

Interest recorded with the I.C.C."
with appropriate changes thereof and additions theresto as
from time to time may be required by law in order to protect
the Borrower's title to such Car, the rights of the Bank
under this Agreement, and the security inﬁerest of the Bank

in the Cars. Borrower will not place any Car in
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operation, or permit the same to be placed in operation,
until the requiréd iegend shall~havé been so marked on both
sides thereof, and will replace promptly any such names and

word or words which may be removed, defaced or destroved.

Borrower will not change the identifying number éf any

Car or permit the same to be changed, except with the‘prior
written consent of Bank and in accordance with a statement

of new identifying numbers to be substituted therefor, which
consent and statement shall have been préviouslf'filed with
the.ganvby the Borrowér and’filéd, reéofdéd or deposited in

all public offices'wheré the Chattél'Morﬁgagé o% any of ﬁhe other
Collateral Documents shall have been filed, recorded or deposited.
Except as provi&ed in this paragraph, Borrower will not allow

the name of any pérson, éssociation or coréoration to be placed
on anYVCar as a designation that might be interpreted as a

claim of ownership.

6. Negative Covenants. As long as any portion

of the Indebtedness shall remain outstanding and unpaid,
the Borrower covenants and agrees that, in the absence
of prior written consent of the Bank, it will not, nor will

it suffer the Subsidiaries to: .

(a) Crééte, inéui; assume Or permit to ékist
any mortgage, lien, pledge, charge, security interest or other
encumbrance upon any of the Collateral, except (1) mortgages
or other security interests with respect to money borrowed

from the Bank, and (ii) liens for taxes or governmental claims

not yet due or which are being duly contested, in accordance with

C g memm— L ’oan R SR
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(b) Sell, convey, lease, assign, transfer or other-

wise dispose (voluntarily or by operation of law) of all or any
portion of the Collateral, otber than the Lease and othe; similar
usage arrangements in the ordinary ccurse of business; provided,
however, no usage arrangements other than the Lease shall be en-
tered into by Borrower without the prior written consent of Bank,
which consent shall not bé unreasonably withheld or delayed.
(c) Permit the ratio of its consolidated

liabilities (excluding reserves for deferred Federal income

taxes and other reserves to the extent that such reserves do

not constitute an obligation), and in conformity with gener-

ally accepted accounting principles applied on a basis con-
sistent with past practices, to consolidated net wofth, in-
cluding redeemable preferred stocks, plus (i) any excess of

book value of assets acquired over cost relating to the acqﬁisi-
tion of the shares of the Maryland and Pennsylvania Railroéd
Company, if any, but not exceeding $1,200,000., less (ii) good

will, if any, to be greater than four to one. Consolidated

‘liabilities and consolidated net worth to be determined pur-

suant to the Consolidated Statements.

(d) Declare or pay any'dividends (except divi-
dends payable in stock of Borrower) in excess of sixty-six and
two thirds percent (66-2/3%) of the cumulative net additions
to its consolidated earned surplus resulting from consolidated
net earnings subseguent to December 31, 1976.

(e) Lease all or any of the Cars for a
period in excess of three (3) months without causing the les-
see under such lease to subordinate its rights thereunder to

Bank's interest under the Chattel Mortgage.
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(£) Permit any of the Cars to be placed in oper-
ation outéide of (i) the continental United States, (ii) the
Canadian provinces of British Columbia, Alberta, Saskatchewan,
Manitoba, Ontario, Quebec and Newfoundland, and (iii) any other
jurisdiction in Canada with respect to which the Bank shall have
received evidence satisfactory to it (including, without limi-
tation, appfopriate legal opinions) that the Bank has. a first

perfected security interest in the Cars under the laws of such

jurisdiction (all the foregoing jurisdictions are referred to

collectively herein as "Permitted Jurisdictions"); provided,
however, that it shall not constitute a breach of this covenant
if at any_time fewer than two of the Cars are in jurisdictions

in the Dominion of Canada, other than the Permitted Jurisdictions,

for pericds not exceeding sixty (60) days.
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7. Events of Default. The occurrence of any

one or more of the following events shall constitute an

"Event of Default" hereunder:

(a) Failure by the Borrower to pay, within.ten
(10) days of the due date, the Indebtedness or any portion thereof;
or |

(b) Failure by the Borrower to obsérve or perform

any agreements, conditions, undertakings or covenants in this

Agreement, the Note, the Collateral Documeg;s or ig.agy%other
agreement between the Borrower and the Bank and the continuance

of such failure for a period of ten (10) days after written notice
thereof from Bank to Borrower; provided, however, if such failure
cannot be cured by Borrower within such ten~day period, Borrower

shall have a reasonable period of time (not to exceed thirty (30)

days from the date of notice from Bank) to remedy such failure,

provided Borrower immediately initiates appropriate action to remedy

such failure and continuocusly proceeds with the actions necessafy
to promptly remedy same; or

(c) If any representation or warranty made
in this Agreement br furnished by the Borrower or any Guarantor
in connection with the making of this Agreement or the making
of the Loan or in compliance with the provisions hersof shall

prove to have been false or erroneous in any material reaspect

when made; or

(d) The Borrower or any Guarantor shall

become insolvent or unable to pay its or their debts as they
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mature, or shall file a voluntary petition or suffer any
involuntary petition to be filed against it under any pro-
vision of any state or Federal bankruptcy or insolvency

statute, or shall make an assignment for the benefit of

"its creditors, or shall apply for or consent to the appoint-

ment of a receiver for its assets, or any attachment or gar-
nishment shall be initiated or filed against the property

of the Borrower or any Guarantor.

Upon the occurrence of any one oOr more

of the Events of Default set forth above, the Bank may, at

its election, forthwith declare all or any portion of the

Indebtedness to be immediately due and payable, without pro-

test, demand or other notice, which are hereby expressly

waived by the Borrower.

8. Remedies Upon Default.

(a) Upon the occurrence of any Event of
Default or at any time thereafter during the continuance of
such default, the Bank, in addition to the rights specifically
granted hersunder or now or hereafter existing in equity, |
at law, by virtue of statute or otherwise (each of which

rights may be exercised at any time and from time to time),

may, at its election, exercise its default rights and reme-
dies under any of the Collateral Documents or any other agree-

ment between the Borrower and the Bank, in accordance with
the respective provisions thereof, to the extent permitted by

applicable law; and in addition may, to the extent permitted by

applicable law:
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(1) By its employees, agents or at-
torneyvys, take possession of the Cars, or any portion
thereocf, wherever located, with or without notice or pro-
cess of law and free from all claims by Borrower, and, for
that purpose, Bank may enter upon Borrower's premises where’
any of the same is located, remove the same without liability
for suit, action or proceeding by Borrower, and use in con-
nection with such removal any and all services, supplies,
aids and other facilities of Borrower.

(ii) Take possession of the Cars,
or any portion thereof, free from all claims by Borrower, by

directing that they be assembled and delivered to Bank at

any place or places which ma§”be reasonably coﬁ;énient to
Borrower and the Bank, in which event Borrower shall, at its
own expense, forthwith cause the same to be moved to the place
or places so designated by Bank and there delivered to Bank,
it being understood that Borrower's obligation so to deliver
the Cars is of the essence of this Agreement and that,
‘accordingly, upon application to a court of equity having
jurisdiction, Bank shall be entitled to a decree requiring
specific performance by Borrower of such obligation.
(iii) Regquire Borrower to receive as
the sole property of Bank and hold as trustee for Bank,
all moneys, drafts and other property in which Bank has

a security interest and which comes into the possession of

Borrower.

(b) Further, upon the occurrence of any Event

of Default. or at any time +hereaf+er durin- “hr co=*ir-----
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such default, Bank may, at its option, to the extent permitted

by applicable‘law:

(i) Sell its interest in the Cars

or any portion thereof, at one or more public or private

sales, in such manner, at such time or times and upon such
terms as Bank may determine, following written notice to
Borrower (and Borrower hereby agrees that written notice
given or sent at least five (5) days before the time of any
intended public sale, or before the time after which private
sale of the Cars, or any portion thereof, is to be made,
shall be reasonable notice of such sale); and/or

(ii) Hold, lease, operate and otherwise
use or permit the use of the Cars or any portion thereof,
in such manner, for such time and upon such terms as Bank

may deem to be in its best interests, and, in connection

therewiﬁh, éoli;ét»and»retain all earnings, rents, profits
and other amounts due and~to become due.

Upon request from time to time,
Borrower agrees to use its best efforts to assist Bank in
selling and/or leasing Cars designated by Bank under terms
and conditions acceptable to Bank. The proceeds of any such
saie and.the net earnings of any such holding, leasing, op-
eration or other use, and the proceeds of any other collec-
tions made with respect to Cars, shall be applied by Bank
in the following order:

(L) First, to the payment of the

reasonable expenses of retaking, holding, using, preparing

- -
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for lease, le;sipg,_preparing for sale, selling, collecting
and the liice .

(2) Second, to the payment of\rea—
sonable attorneys' fees and other legal expenses.

(3) Third, to the payment of inter-
est accrued on the unpaid principal balance of the Note.

(4) Fourth, to the payment of the
unpaid principal of the Note.

(5)  Fifth, to the payment of all
other Indebtedness and other obligations of Becrrower to

Bank.

Bank shall acéount to Borrower

for any surplus and Borrower shall be liable to Bank for any
deficiency.

| Bank shall not have any obligation
or duﬁy to exercise any of the rights, privileges, options
or powers, or to sell or otherwise realize upon any portion
of the Cars, as authorized in this Section, and Bank shall
not be responsible for any failure to do so or delay in so
doing, and shall have no duty to protect or preserve the
Cars other than a duty of reasonable custodial care of
any such Cars in its possession. J

9. Miscellaneous.

(a) This Agreement, the Collateral Documents

and the Note shall be construed as one agreement, and in the

event of inconsistency, the provisions of the Note shall control

the provisions of this Agreement or any Collateral Documents,
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and the provisions of this Agreement shall control the provi-
sions of any Collateral Document.

(b) Modifications, waivers or amendments of
or to the provisions of this Agreement, any Collateral Docu-
ments or the Note shall be effective only if set forth in a
written instrument signed by the party against which same
are sought to be enforced.

(c) The Borrower shall pay all costs and
expenses reasonably incurred by the Bank. in connection
with the preparation, execution, delivery and perfdrmancé
of this Agreement, the Collateral Documents, the Note and all
other instruments and agreements executed in connection
herewith, and any waivers thereof or supplements or amend-
ments thereto or in connection with the collection of the
Indebtedness or any part thereof or the perfection, pro-
tection_or maintenance of the Bank's interest in any Col-
latera;, Such costs and expenses shall include, but not
be limited to, fees and disbursements of counsel for the
Bank and costs and expenses incurraed in connéction with
the filing and terminating of chattel mortgages and/or

financing statements or other recordings with respect to

the Colléteral,

(d)  If any provision of this Agreement 1is

prohibited by, or is unlawful or unenforceable under, any

applicable law of any jurisdiction, such provision shall,
as to such jurisdiction, be ineffective to the extent of
such prohibition without invalidating the remaining provi-

sions hereof; provided, however, that any such prohibition
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in any jurisdiction shall not invalidate such provisiocn in
any other jurisdiction} and provided, further, that where
the provisions of any such appiicable.law mey'be waived,
they hereby are waived by Borrower to the full extent per-
mitted by law to the end that this Agreement shall be deemed

to be a valid and binding agreement in accordance with its

terms.

(e) This Agreement contains the entire agree-
ment. between the parties hereto with respect to the sub]ect
matter hereof and supersedes and cancels any prior under-
standings and 'agreements with respect thereto.

(£) If Borrower shall fail to make any pay-
ment or perform any act raquired herein, Bank may, but shall
not be obligated to, make such payment or perform euch act
for the accoﬁnt of end a& the expense of Borrower, without |
notice to or demand upon Borrower and without waiviné or

~releasing any obllgatlon or default. Borrower hereby in-

demnifies and holds Bank harmless from and against alL

losses and expenses (including, but not limited to, reason-
able attorneys' fees) suffered or incurred by Bank by reason
of any acts per:ormed by it pursuant to this Subsection; and
Borrower shall pay to Bank, upon demand, all sums expended,
or losses and expenses suffered or incurred, by Bank pur-
suant to this subsection, plus interest thefeon, at a rate
equal to two percent (2%) per annum in excess of the rate of
interest on the Note, from the date on which such sums are
expended, or losses and expenses suffered or incurred by Bank

to the date on which Borrower reimburses Bank therefor
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(g) If any action shall be instituted with
respect to £his Aéreement by_Bank; and Bank shall prevail in
such action, Bank shall receive from Borrower all costs of

Bank incurred by it in- connection with such action, including

reasonable attorneys' fees.

(h) Any notice or other communication by
one party hereto to the other shall be in writing and shall
be deemed to have been validly given if delivered or mailed,

postage prepaid, addressed as follows:

If to the Borrower: Emons Industries, Inc.
490 Fast Market Streaet
York, P2 - 17403
Attention: Chairman
If to the Bank: Central Penn National Bank
Five Penn Center Plaza .
Philadelphia, PA 19103
- Attention: Paul A. Pyfer,
Vice President

(i)  All agreements, representations, war-
ranties gﬁd covenants made by the Borrower herein or in any.
certificéﬁé or othéf docﬁment délivered to the Bank shall
survive the issuancesand paymené of the Note and shall“be
continuing as long as any portion of the Indebtedness shall
remain outstanding and unpaid; provided, however, that the
covenant set forth in paragraph (c) of this Section 9 shall

survive the payment of the Indebtedness..

(3) This Agreement shall be binding upon

and inure to the benefit of the respective successors and

assigns of the parties hereto, and shall be construed and
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enforced in accordance with the laws of the Commonwealth
of Pennsylvania.
IN WITNESS WHEREOF, the Borrower and the Bank have

executed this Agreement as of the day and year first above

| written. -
- EMONS INDUSTRIES, INC.
“ Attest:
®
By:
Chairman

® o
CENTRAIL PENN NATIONAL BANK

Attest:
. - By : .
: . . Paul A. Pyfer, Vice President
e
L4
.



Philadelphia , Pennsylvania
, 1980

FOI—Q VALUE RECEIVED, EMONS INDUSTRIES, INC., a New York
corporation (Borrower) hereby promises to pay to CENTRAL PENN
NATIONAL BANK, a national banking association (Bank), or its
order, at Five Penn Center Plaza, Philadelphia, Pennsylvania,
or at such other place as the holdér hereof may from time to
time designate in writing, in lawful money of the United States
of America, the principal sum of

with interest (computed on the
basis of a 365/360 day year) from the date hereof on the princi-
pal amount hereof remaining unpaid from time to time, at a rate
equal to oﬂe and one-gquarter percent (l1-1/4%) per annum in excess
of the prime rate of interest charged by Bank on 90-day unsecured
loans to Bank's most creditworthy customers ("Prime Rate"), such
rate to be adjusted on the day following any change in such
Prime Rate; provided, however, in no event shall the interest
rate be less than ten and one-half percent (10-1/2%) per annum,
nor exceed_ﬁourtgen»percept (;4%) per annum. Interest is payablem
monthly in arrears on the first business day of each month fol-
}owing the date hereof,zand principal is payable monthly on the
first business day of each month in one hundred nineteen.(ll9)
consecutive equal monthly installments of $19,444.44 each,.com-
mencing on the first business day of the second caléndar month
following Ehe date hereof and a final payment of the entire un-

Exhibit A to Loan and Security Agreement

dated April , 1980 by and between
Emons Industries, Inc. and Central Penn National Bank



paid balance on the sums due hereunder on the first business day

of the one_hundred twenty-first (12l1st) calendar month following

the date hereof.

This Promissory Note is the note referred to in, and is
entitled to the benefits of, the Loan and Security Agreement
between the Borrower and the Bank, dated ,
1980. The Loan and Security Agreement, among other things, con-
tains provisions (i) for acceleration of the maturity hereof
upon the happening of certain events of default set forth
therein (the occurrence of which events, and the failure to cures
same, shall be deemed an event of default hereunder), and (ii)
for permissive prepayments on account of the principal hereunder
prior to the maturity hereof on the terms and conditions therein
specified.

Time is of the essence of this Note.

IN WITNESS WHEREOF, Borrower, intending to be legally

bound, has executed and delivered this Promissory Note on the

day and year first above written.

EMONS INDUSTRIES, INC. _
Attest: )

By:

Chairman



Quantity ‘, Description of Units
84 52'6" 100-ton rigid under-

frame railroad gondola cars
with fixed ends.

Serial Numbers

MPA 20000 through
MPA 20083, inclu-
sive. -

Exhibit B to Loan and Security Agreement
dated April , 1980 by and between
Emons Industries, Inc. and Central Penn National Bank



OPINION OF MESSRS. GREENBERG .
IRWIN PELLMAN & SLADE

A. The Borrower and the Guarantors were legally incor-
porated and are validly existing as corporations and in good
standing under the laws of their respective states of incor-
poration; have adequate corporate power to own their properties
and to enter into and to perform their respective obligations
under the Loan Agreément, the Note, the Collateral Documents and
the guaranties dated the date hereof (the "Guaranties”"); and are
qualified to do business in any jurisdictions where failure to
qualify would have a material adverse effect upon their respective
financial conditions.

B. The Loan Agreement, the Note and the Collateral Docu-
ments have been duly authorized by all corporate action and duly
executed and delivered by the Borrower, and the Guaranties have
been duly authorized by all corporate action and duly executed
and delivered by the Guarantors, and the Loan Agreement, the Note;
the Collateral Documents and the Guaranties constitute legal,
valid and binding agreements of the Borrower or, in the case of
the Guaranties, the Guarantors, enforceable in accordance with
their respective terms subject (i) to limitations on enforce-
ability imposed by bankruptcy, inscolvency, reorganization, mora-
torium and other similar laws affecting creditors' rights generally;
and (ii) to applicable laws which may affect the remedies provided

for in such agreements (including, without limitation, the remedy

Exhibit C to Loan and Security Agreement
dated April , 1980 by and between
Emons Industries, Inc. and Central Penn National Bank
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of specific performance which under certain circumstances may

be unavailable) which laws, however, do not make the remedies

provided for in such agreements inadequate for the realization
of the benefits provided therein.

C. The entering into, delivery and performance of the
Guaranties by the Guarantors and of the Loan Agreement, the Note
and the Collateral Documents by the Borrower does not violate
any law or regulation, and does not result in any breach of, or
constitute a default under, the charter or the by-laws of the
Borrower or Guarantors or any indenture, mortgage, deed of trust,
bank loan or credit agreements or other agreement or instrument
which, after reasonable investigation, is known to us to which
the Borrower or Guarantors are a party or by which they may be
bound. |

D. After reésonable investigation, to our knowledge,
there are no pending or threatened actions or proceedings before
any court or administrative agency affecting the Borrower or its
subsidiaries, in which the amount in dispute exceeds $10,000.
or any such claims which, in the aggregate, exceed $50,000. or
which, if adversely determined, would materially adversely affect
the condition, business or operations of the Borrower or its
subsidiaries (as a consolidated group).

E. The Collateral is owned by the Borrower free and

clear of all liens, encumbrances, security interests or other



rights of third parties other than (i) the rights and
interests granted the Bank in the Collateral Documents,

(ii1) a lien for taxes claimed to be due to the Commonwealth
of Pennsylvania, (iii) the Lease, (iv) statutory liens not
required to be filed of record, and (v) the letter agree-
ment, dated January 24, 1980, between the Maryland and
Pennsylvania Railroad Company and CN Rail, which agreement is

terminable at will by either party thereto.



OPINION OF MESSRS. McDONALD and HAYDEN

Gentlemen:

As special counsel to Emons Industries, Inc. ("Emons")
we are delivering this opinion in connection with the financing
by Central Penn National Bank ("Bank”) of the purchase by Emons
of certain railroad gondola cars ("Cars") pursuant to the terms
of the Loan and Security Agreement dated Apriil , 1980 between
Emons and Bank ("Loan Agreement"). '

In preparing this opinion we have examined the following
documents used in connection with the financing aforementioned:

1. Loan Agreement;

2. Chattel Mortgage and Security Agreement datad
April , 1980 granted by Emons to Bank ("Chattel Mortgage”) ;

3. Assignment and Subordination Agreement dated April

, 1980, between Maryland and Pennsylvania Railroad Company

("M & P"), Bank and Emons ("Assignment Agreement") ;

4. _Promissory Note in the amount of dated
April, 1980, given by Emons in favor of Bank ("Note");

S. Trust Deed dated April , 1980 between

("Trustee") and Emons {"Trust Deed").

6. Lease dated April , 1980, between Emons and M & P
{("Leasa") .

——— - I

In addition; we have examined such records, certificates
and other documents and instruments as we have considered necessarxy
or appropriate for the purpose of rendering this opinion. We have
relied upon the opinion of Messrs. Greenberg, Irwin, Pellman & Slade,
dated April , 1980, in giving the opinions expressed in paragraphs
1 and 2 below. This opinion is restricted to the laws of the Dominion
of Canada and the Provinces of British Columbia, Alberta, Saskatchewan,
Manitoba, Ontario, Quebec and Newfoundland (hereinafter collectively
referred to as the "Provinces"). With respect to the laws of and the
registrations effected in the Provinces other than Ontario, we have
relied on opinions of counsel in each such Province which counsel were
chosen by us and on whom we feel entitled to rely.

4

EXHIBIT "D" TO LOAN AND SECURITY
AGREEMENT DATED APRIL 18, 1980 BY
AND BETWEEN EMONS INDUSTRIES, INC.
AND CENTRAL PENN NATIONAL BANK



The Chattel Mortgage and Assignment Agreement, or financing
statements in respect thereof, have been registered in the appropriate
provincial office in the Provinces other than Quebec providing for
such registrations. The Trust Deed has been registered in the province
of Quebec pursuant to the provisions of the Special Corporate Powers

Act (Quebec). The Lease and Assignment Agreement have been deposited
in the Office of the Registrar General of Canada under provisions of
the Railway Act (Canada) on , 1980, and notice of such

deposit was given in the Canada Gazette on 1980.

At the time of registration or deposit as applicable, the
following searches were conducted with respect to Emons:

(a) a search under the Bills of Sale Act in force in each
of British Columbia, Alberta, Saskatchewan, and Newfoundland;

(b) a search under the Companies Act in force in each of
British Columbia, Alberta, and Newfoundland;

(¢) a search under the Personal Propertv Security Act in
force in Manitoba and Ontario;

(d) a search under the Corporation Securities Registration
Act in force in Saskatchewan and Ontario

(e) a search under the Special Corporate Powers Act
in force in Quebec; -

(£) a search under the Railway Act (Canada); and

(g) a search at the Office of the Registrar of Bankruptcy
in each of the Provinces.

Other than is noted above no other searches were conducted with respect
to Emons or its assets.

Based upon and subject to the foregoing we are of the
opinion that:

1. Emons is a wvalidly existing corporation incorporated
pursuant to the laws of the State of New York and as such has the
corporate power and authority to own and lease the Cars and to

consummate the transactions contemplated by the Loan Agreement and
the Lease.

2. M & P is a wvalidly existing corporation incorporated
pursuant to the laws of the States of (Maryland and Pennsylvania)



and as such has the corporate power and authority to lease and
own the Cars, to consummate the transactions contemplated by the
Lease and Assignment Agreement, and to carry on and operate its
business in the Provinces.

3. The execution of and the performance of the obliga-
tlons, duties and liabilities contained in the Loan Agreement, Note,
Lease, Chattel Mortgage, Assignment Agreement and Trust Deed by
Emons and where applicable by M & P, do not violate the provisions
of any law, rule or regulation presently in force under the laws
of the Dominion of Canada or the provinces.

4, With respect to Emons, the Loan Agreement, Note, Chattel
Mortgage, Assignment Agreement and Trust Deed and with respect to
M & P, the Lease and Assignment Agreement, represent valid and bind-
ing obligations, enforceable in accordance with their terms subject
to and limited by:

(a) any applicable bankruptcy, insolvency, reorganization laws
or other laws affecting the enforcement of creditors' rights generally; .
and

(b) any other laws of general application which require as a
condition precedent to the enforcement of a charge, security interest
or assignment, to obtain any clearance, consent, authorization or
other form.of approval; from a court of competent jurisdiction;
provided, however, such laws do not make the remedies provided for in
such agreements inadequate for the realization of the benefits pro-
vided therein.

In addition, in referring to the enforceability of the provisions of
the various agreements, we express no opinion as to the specific
enforcement of any particular provision by the egquitable remedy of
specific performance.

5. (a) The searches referred to herein revealed no liens
or encumbrances, registered or filed against the assets of Emons
other than in favor of the Bank.

(b) In addition, no other registrations are necessary
under the laws of the Dominion of Canada and the Provinces, to protect
the interests of Bank in the Cars and the Lease as against third
parties claiming any interest in the Cars or the Lease.

(¢) The registration of the Trust Deed, Chattel Mortgage,
Assignment Agreement and where appropriate, a financing statement
and the deposit of the Lease under the statutes referred to, evidences
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in Canada, and in the Provinces the creation of a charge in the
Cars and the Lease in favor of the Bank valid as against third
parties subject to and limited by:

(1) the validity enforceability and priority of
the charges under the applicable laws of the United
States;

(1i) wvalid liens and encumbrances registered against
the assets of Emons under the laws of jurisdictions other
than the Dominion of Canada and the Provinces;

(1ii) wunrecorded liens or charges created by statutes
of the Dominion of Canada or of the Provinces in favor
of third parties;

6. The consummation of the transactions contemplated
by the Loan Agreement.

(a) will not constitute on the part of Bank, carrying
on business in Canada or the Provinces;

(b) does not require the approval, consent or granting
of a license by the government of Canada or any of the
Provinces;

(¢) does not require Bank to make registrations or
filings in Canada or any of the Provinces regarding its
business activities;

(d) will not subject Bank to Canadian Income Tax
on payments received pursuant to the transactions con-
templated by the Loan Agreement provided that any such
payments are not made to Bank by a person, firm or
corporation resident in Canada within the meaning of the
Income Tax Act (Canada) (the "Act"). If the person, firm
or corporation making such payment to the Bank is a
resident of Canada within the meaning of the Act, then
the gross amount of such payment will be subject to
withholding tax at the rate of 15% as provided under
the Act and the Canada-United States Tax Convention.




LIST OF SUBSIDIARIES AND
TRADE NAMES

Subsidiaries

Maryland and Pennsylvania Railroad Company
Emons Railcar Corp.

Emons Leasing Co., Inc.

Trade or Fictitious Names

None

Exhibit E to Loan and Security Agreement
dated April , 1980 by and between
Emons Industries. Inc. and Central Pern National Bark



COMMONWEALTH OF PENNSYLVANIA:
SsS:

COUNTY OF :
On this day of , 1980, before me per-
sonally appeared ROBERT GROSSMAN , to me personally

known who, being by me duly sworn, says that he is Chairman

of Emons Industries, Inc., that one of the seals

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

B e d

Notary Public

My commission expires:

T



LOAN AND SECURITY AGREEMENT

AGREEMENT made as of the day of April, 1880, by
and between EMONS INDUSTRIES, INC., a New York corporation,
with its principal office at 490 East Market Street, York,
Pennsylvan;a, 17403 (the "Borrower") and CENTRAIL PENN NATIONAL
BANK, a national banking association with offices at Five Penn
Center Plazé, Philadelphia, Pennsylvania, 19103 (the "Bank").

The Borrower and the Bank, intending to bellegally

bound, agree as follows:

1. The Credit. Subject to the terms and conditions set

forth herein, the Bank'agrees to lend to Borrower and Borrower

agrees to borrow from Bank a sum egual to the lesser of (i)

$3,500,000; or (ii) the purchase price of.the Cars paid by

Borrower (the "Loan"). The Loan will be evidenced by a promis-

sory note (the "Note"), substantially ip the form atﬁached hereto
as Exhibit A, in a principal sum equal to the Loan.

(a) Interest Rate. The unpaid priﬁcipal amount
of the Loan shall bear iﬁtérest'at the—rgte (cﬁarged on a 365/360
day basis) of one and one—quarfer-percent (1-1/4%) per annum in
excess of Bank's prime rate iﬁ effect ffqm time to.time for 90-

day unsecured loans to Bank's most creditworﬁhy customers, but

-~

ip no event less than ten and one-half percent (10-1/2%) per
annum, nor more thanAfou;teén percent (14%) per annum.

| J (b) _-Repayment. The'principal of the Loan shéll
be repaid monthly on the first business day of each monﬁh in one

hundred nineteen (119) consecutive equal monthly installments

Exhibit C to Assignment and Subordination Agreement
dated April /4, 1980 by and among

Emons Industries, Inc., Maryland and )

Pennsvlvania Railroad Cormar-r ard ~-—~+tr-~ D~-= =57



in the amount of $19,444.44 each, commencing the first business
day of the seéond calendar month following the date of initial
funding of the Loan proceeds (the date of such first payment is
hereinafter referred to as the "First Payment Dateh), together
with a final payment of the full outstanding principal sum on

the first business day of the one hundred twentieth (120th) cal-
endar month following the First Payment Date. Interest, at the
rate as aforesaid, shall be paid monthly, as accrued, on the first
business day of each calendar month following the date of the ad-
vance of the Loaﬁ proceeds.

(c) Use and Disbursement of Loan Proceeds. The
proceeds of the Loan shall be advanced to Borrower (in a single
advance) upon Borrower's request (but no later than June 30, 1980)
to finance its acquisition of. the eighty¥four (84) 52 foot, 6 inch,
100 ton rigid underframe gondola freight cars with fixed ends,
with idéntifying marks as listed on Exhibit B hereto (the "Cars"),
for a price not less than the amount of the Loan.

' -(d)‘ frepéyment. So loﬁé as no Event of Default
(as hereinafter defined) has occurred and remains uncured, Bor-
rower shall have the right to prepay the.Loan, in whole or in
part, subject to the following:
‘ - . (1) Any such prepayment shall be made on
regular installment dates; shall be in multiples of regular
installments; and shall be applied to payménts due in the inverse
order of their maturity.

(2) Borrower shall pay a prepayment charge

during the first two (2) years following the First Payment Daté,
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of three percent (3%) Qf the amﬁunt prepaid; during the third (3rd)
and fourth (4£h ) yéars following the First- Payment Date, of two
percent (2%) of the amount prepaid; during the fifth (5th) year
following the First Payment Date, of one percent (i%) of the
amount prepaid; thereafter, prepayment may be made without penalty
or premium.

2. Security. As security for the payﬁent of the prin-
cipal of the Loan and all interest thereon, and for the pay-
ment, performance and discharge of allether;indebtedness and
other obligations or undertakings now or hereafter owing or
made by the Borrower to or for the benefit of :the Bank under this
Agreement, or the Collateral Documents, as hereinafter defined,
(all such obligations, indebtedness and undertakings being some-
times hereinafter referred to.as the "Indebtedness") .. thezBo?—
rower hereby grants or shall cause to be granted, or delivered

to Bank:

(a). ©~ A first lien upon, and prior security inter-
est (under Section 11363 of the Interstate Commerce Act, the
Uniform Commercial Code, as amended, or other apélicabLe law) in
the Cars, together with all accessories, equipment, parts and
gppurtenaﬁces_(wﬁether now owned or hereafter acquired) apper-

taining or attached to the Cars, and all renewals or replacement

parts of, and additions, improvements, accessions and accumulations

to, any and all of the Cars, and together with all the rents,

issues, income, profits and proceeds therefrom, including the
proceeds of any policy of insurance thereon. All of the fore-

going is more fully described in and under the terms and condi-



erty described therein as the "Collateral").

tions of the Chattel Mortgage and Security Agreement of even date
herewith (the FChattel Mortgage").

v~ (b) Assignment of Borrower's rights under the
lease (the "Lease") of the Cars, between Borrower ahd the Maryland
and Pennsylvania Railroad Company, as more fully aescribed in and
under the terms and conditions of the Assignment.and Subordination
Agreement, of even date herewith (the "Assignment Agreement"). -

(c) Corporate guaranties of Emons Railcér Corp.

("ERC"), a New York corporation, and Emoné Leasing. Co..,..Inc....
("ELC"), a New Jersey corporation. (ERC and ELC are sometimes

hereinafter collectively referred to as the "Guarantors"). ==~ = -

All provisions of the Chattel Mortgage- -
and the Assignment Agreement are ihcorporated herein and made

& part hereof by reference (such documents, together with such

i

other documents, agreements, lien instruments and certificates
as may be reguested by the Bank and now or hereafter delivered
to the Bank with respect thereto or to the Loan, beinhg herein-

after referred to as the "Collateral Documents" and the prop-

3. Conditions.

(é)mwr.As a condition of the execution of this Agree—.
mént, the Bofroﬁer has delivered to the Bank, in form and content
satisfactory to the Bank and its counsel, the following documents
and instruments:

1) the Collateral Documents;
2) a certified copy of resolutions adopted
by the Board of Directors of the Borrower, authorizing the execu-

tion and delivery of this Agreement. the Colla*eral Do~iren*s
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the Note, and all other documents and instruments reguired by

Bank for the implementation of this Agreement;

3) such financing statements as may be re-
quested by tﬁe ﬁank; |
- 4) the Assignment Agreement;
5) guaranties of the Guaranﬁors, together with

a certified copy of resolutions adopted by the respective Board
of Directors of each Guarantor authorizing the execution and deli-
very of their respective guaranties;

6) certificate of good standing of Borrower
and each Guarantor; .

7) - such additional documents or instruments
as the Bank may reasonably require under the terms of the Collateral
Documents, or otherwise.

(b) As a condition of the funding of the Loan,
the Borrower shall deliwver to the Bank, in form and content satis-
factory to the Bank and its counsel, the following documents and
instruments:

1) the Note, duly executed by Borrower;

2)" Evidence of the Recording of the Chattel

-Mortgage, Lease, Assignment Agreement and such other documents as,

in the opinion of counsel for Bank, are necessary to grant or per-

-fect the rights of Bank in the Cars or the Lease, at the Inter-

state Commerce Commission and such Canadian, federal and provincial
offices as are required by counsel to the Bank;

3) .a certificate, siéned by an officer of
Borrower, to the effect that the representations and warrantigs
set forth in Section 4 hereof are true and correct as of the date
of such certificate, and that no event has occurred which consti-

tutes an event of default hereunder:



~4) . photocopies of original insurance policies
meeting the criteria set forth in clause (e) of Section 5 below,
together with a certificate of insurance, addressed to Bank, from

the insurer under such policies;

5) a copy of the bill of sale evidencing
that Borrower has acquired good title to the Cars from the sel-
lers thereof, free and clear of all liens and encumbrances and
that the cost of the Cars, as reflected therein, is not less
than the.principal amount of the Loan;

6; opinions'éf Messrs. Greenberg, Irwin, Pell-
man & Slade and Messrs. M&DonaldvéiHayden, substantially in the
form attached hereto as Exhibits C and D respectively;

7) evidence satisfactory to Bank that each
of the Cais has been régisﬁerédiwith UMLER of the Association
of American ﬁailroaas}

8) such additional documents or instru-

ments as the Bank may reasonably require under the terms of the

Collateral Documents, or otherwise.

4. Representations and Warranties. The Borrower repre-

sents and warrants to thé Bank, as follows:

(a)- The Borrower and the Guarantors are cor-
porations, duly organized and validly existing and in good
standing under the laws of their respective states of incofporation.
have.the corporate power and the authority to own and operéte

their properties and to carry on business in any jurisdiction

in which their businesses are now being conducted, and Bor-

rower has no subsidiaries and employs no fictitious trade



..7...
(b) The making, execution and performance by

the Borrower of this Agreement and the Collateral Documents
and by the Guarantors-of the guaranties applicable to them,
and the issuance of the Note by the Borrowér, have been duly auth-
orized by—all necessary corporate action and will not violate
any provision of law or of the charter or by-laws of the Borrower
or Guarantbrs or any agreement, trust or other indenture or instru-
ment to which the Borrower or Guarantors are a party, so that this
Agreement, the guaranties and the Collateral Documents, when executed,
and the Note, when issued and funded, will be valid and enfor-
‘ceable obligations of the Borrower and/or Guarantors in accor-
dance with their terms.

(c) The Collateral is and will be owned by the
Borrower, free and clear of all liens, encumbrances, security
interests or other rights of third parties, excepting only (i)
the rights and interestsjgraﬁtéd Bank ﬁerein and in the Col-
lateral Documents; (ii) the rights permitted in paragraph (a)
of Section 6 below; (iii) the lien of taxes claimed to be due to
the Commonwealth of Penﬁsylvania, the amount and validity of which

are being contested in good faith by Borrower pursuant to paragraph

(d) of Section 5 below; (iv) the Lease; and (v) other usage arrange-
ments, in the ordinary course of business, entered into by the Borf
rower or any subsidiary_of Borrower; provided, however, no such
usage arrangements shall be entered into by Borrower or any of
its subsidiéries without the prior written- consent of Bank, which
consent shall not be unreasonably withheld or delayed.

(d) The consolidated balance sheet of Borrower
and its subsidiaries (all current and future subsidiaries of Bor-

rower are hereinafter jointly referred to as the "Subsidiaries")
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as of Decempber 31, 1979 and income and surplus statements of
the Borrower and the Subsidiaries for the fiscal period then
ended, heretofore furnished to Bank, have been prepared in
accordance with generally acceéted accountiﬁg principles, are
substantially complete and correct, and, with substantial
accuracy, fairly present the financiél condition of the Bor-
rower and the Subsidiaries as of said date and the results
of their operations for the period then ended. To the
best of the-Borrower's knowledge and belief, neither it,
nor Guarantors, have any material or substantial contingent
obligation or liability for taxes or otherwise -not dis-=.. .:...-
closed or reserved against in such financial statemenfs or other-
wise disclosed to the Bank in writing. Since December 31, 1979,
there has been no material adverse change in the condition of
the Borrower-ofmﬁhe Subsidiaries (as a consolidated group), finan-
cial or otherwise, from fhat éet forth in said balance sheet<as'of
said date, other than changes previously disclosed to the Bank,
in writing.

(e) Except. as previously disclosed in writing
to the Bank, there are ho suits or proceedings pending or,

to the knowledge of Borrower, threatened against or affecting

the Borrower or théfsﬁbsidiaries, in which the amount ih-dispute
exceeds $10,000. or any such claims which, in the aggregate exceed
$50,000. or which, if -adversely determined, would have-a material
adverse effect on the financial condition or business of the

Borrower or the Subsidiaries (as a consolidated group),

and neither the Borrower nor the Subsidiaries are in default in
the performance of any agreement to which they may be a party

or with respect to any order, writ, injunction, decree of any
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court or any Federal, state, municipal or other governmental agency

or instrumentality.

"(£) - - The Borrower has no knowledge of its or the
Subsidiaries having incurred (é) any materiﬁl accumulated funding
deficiencfnwithin the meaning of the Employee Retirement In-
come Security Act of 1974, or (b) an& material liability to
the Pensioﬂ Benefit Guaranty Corporation established under
such Act (or any successor thereto under such Act) in con-
nection with any employee benefit plan established or maintained
by tpe Borrower or the Subsidiaries; nor -has the Borrower or
the Subsidiaries had apy,tax assessed égainst them by:theu |
Interhal Revenue Service for any alleged violation under-: :.. -

Section 4975 of the Internal Revenue Code. To the Borrower's

knowledge, no prohibited transaction within the meaning of

said Section 4975 has occurred with respect to any employee

benefit plan established or .maintained by the Borrower or the

Subsidiaries.

(g) Except as permitted by paragraph»(b) of Sec-
tion 6 hereof, none of the Cars is or will be subject to any
management agreement whereby Borrower permits any person or
entity to manaée the Cars on its behalf.

(h) None of the Cars mortgaged in favor of Bank
is subject to any mortgagé, pledge, security interest, title re-
tention lien or other encumbrance or adverse claim, other than
a lien in favor of Bank, the lien of any tax claimed to be due to
the Commonwealth of Pennsylvania, the amount or validity of which
is being contested in good faith.by Borrower pursuant to para—'
graph (d) of Section 5 below, the Lease, or the letter agreement,

dated January 24, 1980, between . the Marylgnd'ana Pennsylvania Rail-
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(1) Prior to the funding of the Loan,

Borrower will be the owner of the Cars; all of the Cars will be
fully paid for upon disbursement by.the Bank of the Loan; and
all of the Cars will have been registered Qith UMLER of the Asso-
ciation of American Railroads and shall have been assigned an
UMLER value in the aggregate of not less than the Loan.

(3) All busineés records of Borrower are kept
and maintained at 490 East Market Street, York, Pennsylvania,
17403, and Borrower will not, without the written conéent of the

Bank, remove any of such records from such place of business.

5. Affirmative Covénants.. As long as any por-

. ' ‘ . . R
tion of the Indebtedness remains outstanding and unpaid,.,
the Borrower covenants and agrees that, in the absence of

prior written consent of the -Bank, it will:

(a) Furnish to the Bank, not later than one hﬁndred
twenty (120) days after;thg ciose of eaéh fiscal year, statements of
proﬁit and loés'and sﬁfplﬁs of the Borrower and the Subsidiaries
. for such year, and a consolidated balance sheet for the Bor-
rower and the Subsidiaries as of the last day of such fiscal
vear, all prepared in accordance with generally accepted ac-
counting principles consistently applied and certified, with-
out qualification, by independent public accountants, satis-
factory to the Bank. In addition, the Borrower will furnish
to the Bank, quarterly, within sixty (60) days of the close
of each quarterly fiscal period, its and the Subsidiaries’
consolidated unaudited statements of profit and loss and sur-
plus for such fiscal quarter, and a balance sheet as of the

end of such fiscal quarter, each certified by its principal

financial officer.
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(b) With reasonable promptness furnish to the
Bank such additional informé£ion and data (including, inter
alia, AAR interchange reports relative to the Cars) concerning the
business and financial condition of the Borrower and the Sub-
sidiaries-és may be reasonably requested by the Bank, and
afford the Bank, or its agent, access to the books, records and
properties of the Borrower and the Subsidiaries at any rea -
sonable times. Bank agrees that all such informztion shall be
such information available to any participant in the Loan or any

purchaser of the Note.

(c) ‘Maintain working capital of not less
than the following:
(i) Until June 30, 1980 - $500,000.

(ii) Thereafter until June 30, 1983 -
$750,000.

(iii) Thereafter until the payment in full
of the Indebtedness - $1,000,000.

As used Above, "working capital” shall mean

current assets(including, materials for building freight cars .
and work in progress for constfucting freight cars), over.cur-
rent liabilities. | |

(4) Promptly pay and discharge all taxes,
governmentai cﬁarges and assessments levied and assessed or
imposed upon the property, operations or income of thé Bor-
rower and the Subsidiaries, and pay all other claims which,
if unpaid, might become liens or'charges upon'the property of
the Borrower or the Subsidiaries; provided, howevér, that
nothing in this paragraph shall require tﬁe Borrower to pay

any such taxes or assessments as long as the Borrower shall in
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good faith contest the émouﬂt or validity thereof.

(e)' 'Ma;ntain (1) it; corporate existence and its
compliance with all applicable statutes, rules and regulations
with respect thereto; and (ii) comprehensive personal liability
insurance with respect té its and the Subsidiaries; business and
assets, with companies reasonably satisfactory to Bank, in such
amounts and against such hazards and liabilities as is customary
in the industry by entities having business operations similar
to that of Borrower, all such policies cqvering the Collateral
to insure the Bank as its interest may appear and to provide for
thirty (30) days' notice to Bank of cancellation or material

change in coverage.

(£) Promptly'defend any action, proéeedinq
or claim affecting Borrower or its property and promptly
notify the Bank of the iﬂstitﬁtion of éﬁy such action, pro-
ceeding or claim if the same would materially affect the

financial condition of the Borrower or its property if adversely

determined, or any such action, proceeding or claim if the
same exceeds $25,000. and is not covered by insurance exclusive
of the deductible provided for in any such policy of insurance.

(g) tMaintain, preserve, protect and keep in good

" order and condition (ordinary wear and tear excepted) all prop-

erty necessary in the conduct of its business and, from time to
time, make all necessary or appropriate repairs, replacements
and improvements thereto.

(h) Promptly givé written notice to the Bank of
the occurrence of any event which would cause any representation

or warranty made in Section 4 above, to be untrue at any time.
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(1) Promptly repair or cause to be repaired all
damage (other than damage constituting total destruction of any
port%on of the Collateral) to the Collateral.

i (3) In the event of £he total destruction of any
of the Cars, pay to Bank a sum equal to the sum obtained by multi-
plying the principal balance of the Loan at the time.of such de-
struction,by a fraction, the numerator of which is the number of

Cars destroyed and the denominator of which is the number of the

‘Cars existing immediately prior to such destruction. Any such sums

received by Bank shall be credited toward payments due on the Loan
in the inverse order of their maturity.

(k) After the giving of reasonable notice by Bank,
permit and cause the Subsidiaries to permit, any person designated
by Bank at such’reasonablé times and places and as often as Bank

may reasonably request, to visit and inspect the Collateral.

(1) If an officer of Borrower shall obtain

knowledge of the occurrence of any event of default set forth
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in this Agreement, immediately give written notice to Bank speci-
fying the nature of such event of default.

- (m) At-any time and from time to time after the
execution and delivery of this Agreement, upon the request of
Bank, execute and deliver such further instruments and documents
(including, without limitation, such further financing statements)
and do such further acts and things as Bank may reasonably regquest
in order to fully effect the purposes of this Agreement and to
perfect and maintain the perfection of Bank's security interest

in the Collateral.

(n) Comply,_and.shall requiré every user of a
Car to comply, in all respects (inclﬁding, without limitation,
with respect to the use, maintengnce and operation of each Car),
with all ;aws, rules and'regulations of the jurisdictions in
whiéh its or such user's operations involving a Car may extend,
with the interchénge rules of the Association of American Rail-

roads and with all lawful rules and regulations of the Depart-

ment of Transportation, the Interstate Commerce Commission and

any other.legislative, executive, administrative or judicial
body exercising any power of jurisdiction over the Cars, or any
of them, to the extent that such laws, rules and regulations affect
the title, opération or use of the Cars, or any of them.

(o) Until all of the Indebtedness has been paid
in full, the Borrower shall maintain, directly in its own name,
ownership and voting control of at least 98.1% of the shares of
stock of the Maryland and Pennsylvania Railroad Company, free

and clear of all claims, liens and encumbrances.
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(p) Shall use the Cars, and permit the Cars to
be used, oﬂly in the manner for which they were designed and in-
tended and so as to subject them only to ordinary wear and tear.

Borrower shall cause the Cars to be maintained and kept in good

" order, condition and repair so that each Car will remain (i) in

as good operating condition as when purchased by the Borrower
(ordinary wear and tear exceptea); and (ii) in compliance with
any and all applicable laws, rules and regulations. Borrower
shall not make, or permit the making of, any permanent or other
material modification to any Car without the prior written ap-
proval of the Bank, which.approval shall not be unreasonably
withheld. Any parts installed or replacements made upon any Car
shall be considered accessions to such Car and shall be subject

to the security interest of the Bank under this Agreement and

the Chattel Mortgage.

kq) Cause each Car to be'kept humbered
with the identifying number as set forth in Exhibit B
hereto and_wiil keep and maintain, plainly, distinctly,
permanently and conspicuously mafked by a plate or stencil
printed upon each side of each Car in.letters not less
than one inch (1") in height as follows:
| | "Ownership Subject to a Security
Interest recorded with the I.C.C."
with appropriate changes thereof and additions thereto as
from time to time may be required by law in order to protect
the Borrower's title to such Car, the rights of the Bank
under this Agreement, and the security inﬁerest of the Bank

in the Cars. Borrower will not place anv (C-r ji-
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operation, or permit the same to be placed in operation,
until the reqﬁiréd iegend shall have been so marked on both
sides thereof, and will replace promptly any such names and

word or words which may be removed, defaced or destroyed.

Borrower will not change the identifying number éf any

Car or permit the same to be changed, except with the prior
written consent of Bank and in accordance with a statement

of new identifying numbers to be substituted therefor, which
consent and statement shall have been préviousl§ filed with

thg ggnF by_the Borrowef'and‘filéd, recofdéd or deposited in

all public offices wﬁeré the Chattél.ﬁdrﬁgagé o; any of éhe other
Collateral Documents shall have been filed, recorded or deposited.
Except as proviaed’in this paiagraph, Borrower will not allow

the name of any pérson, éssociation or coréoration to be. placed
on any'Car as a designation that might be interpreted as a

claim of ownership.

6. "~wﬁé§étivéhéébénants. As long as any portfbn

of the Indebtedness shall remain butstanding and unpaid,
the Borrower covenants and agrees that, ip the absence

of prior written consent of the Bank, it will not, nor will

it suffer the Subsidiatries to: .

(a) Create, incur, assume or permit to exist
any mortgage, lien, pledge, charge, security interest or other

encumbrance upon any of the Collateral, except (i) mortgages

~or other security interests Qifh-reépect—té money borrowed

from the Bank, and (ii) liens for taxes or governmental claims

not yet due or which are being duly contested, in accordance with

- e am . - - I Y 4 -
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(b) Sell, convey, lease, assign, transfer or other-
wise dispose (voluntarily or by operation of law) of ail or any
portion of the Collateral, other than the Lease and other similar
usage arrangements in the ordinary course of business; provided,
however, no usage arrangements other than the Lease shall be en-
tered.into by Borrower without the prior written consent of Bank,

which consent shall not be unreasonably withheld or delayed.

(c) Permit the ratio of its consolidated
liabilities (exclﬁding reserves for deferred Federal income
taxes and other reserves to the extent that such reserves do
'not constitute an obligation), and in conformity with gener-
ally accepted accounting principles applied on a basis con-
sistent with past practices, to consolidated net worth, in-
cluding redeemable preferred stocks, plus (i) any excess of
book value of assets acquired over cost relating to the acqﬁisi—
tion of the shares of the Maryland and Pennsylvania Railroéd
Company, if any; but not exceeding $1,200,000., less (ii) good
will, if any, to be greater than four to one. Consoiidated

‘liabilities and consolidated net worth to be determined pur-
suant to the Consolidated Statements.

(q) Declare or pay any dividends (except divi-
dends payable in stock of Borrower) in excess of sixty-six and
t&o thirds pércent (66-2/3%) of the cumulative net additions
to its consolidated earned surplus resulting from consolidated
net earnings subsequent to December 31, 1976.

(e) Lease all or any of the Cars for a
" period in excess of three (3) months without causing the les-
see under such lease to subordinate its rights thereunder to

Bank's interest under the Chattel Mortgage.
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(£) Permit any of the Cars to be placed in oper-
ation outside of (i) the continental United States, (ii) the
Canadian p;ovinces of British Columbia, Alberta, Saskatchewan,
Manitoba, Ontario, Quebec and Newfoundland, and (iii) any other
jurisdiction in Canada with respect to which the Bank shall have
received evidence satisfactory to it (including, without limi-
tation, appfopriate legal opinions) that the Bank has a first
perfected security interest in the Cars under the laws of such
jurisdiction (all the foregoing jurisdictions-are referred to
collectively herein as fPermitted Jurisdictions"); provided,
however, that it shall not constitute a breach of this covenant
if at any time fewer than two of the Cars are in jurisdictions
in the Dominion of Canada, other than the Permitted Jurisdiétions,

for periods not exceeding sixty (60) days.
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7. Events of Default. The occurrence of any

one or more of the following events shall constitute an

"Event of Default" hereunder:

(a) Failure by the Borrower to pay, within.ten
(10) days of the due date, the Indebtedness or any portion thereoﬁ;
or |

{b) Failure by the Borrower to observe or perform

any agreements, conditions, undertakings or covenants in this

Agreement, the Note, the Collateral Documents or in .any other

agreement between the Borrower and the Bank and the continuance
of such failure for a period of ten (10) days after written notice
thereof from Bank to Borrower; provided, however, if such failure
cannot be cured by Borrower within such ten-day éeriod, Borrower
shall have a reasonable period of time (not to exceed thirty (30)
days from the date of notice from Bank) to remedy such failure,
provided Borrower immediately initiates appropriate action to remedy '
such failure and continuously proceeds with the actions necessary
to promptly remedy same; or

(c) If any representation or warranty made
-in this Agreementﬂor furnished by the Borrower or any Guarantor
in .connection with the making of this Agreement or the making
of the Loan or in compliance with the provisions hereof shall
prove to have been false or erroneous in any material respect

when made; or

(a) The Borrower or any Guarantor shall

become insolvent or unable to pay its or their debts as they
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mature, or shall file a voluntary petition or suffer any
involuntary petition to be filed against it under any pro-
vision of any state or Federal.bankruptcy o£ insolvency
statute, or shall make an assignment for the benefit of
its creditors, or shall apply for or consent to the appoint-
ment of a receiver for its assets, or any attachment or gar-
nishment shall be initiated or filed against the property
of the Borrower or any Guarantor.

Upon the occurrence of any one or more

of the Events of Default set forth above, the Bank may, at

Indebtedness to be immediately due and payable, without pro-
test, demand or other notice, which are hereby expressly

waived by the Borrower.

8. Remedies Upon Default.

(a) Upon the occurrence of any Event of
Default or at any time thereafter during the continuance of
such default, the Bank, in addition to the rights specifically
granted hereunder or now or hereafter existing in equity, |
at law, by viftue of statute or otherwise (each of which

rights may be exercised at any time and from time to time),

may, at its election, exercise its default rights and reme-
dies under any of the Collateral Documents or any other agree-

ment between the Borrower and the Bank, in accordance with
the respective provisions thereof, to the extent permitted by’

applicable law; and in addition may, to the extent permitted by

applicable law:

its election, forthwith declare all or any portion of the
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(i) By its employees, agents or at-
torneys, take possession of the Cars, or any portion
thereof, wherever located, with or without notice or pro-
cess of la; and free from all claims by Borrower, and, for
that.purpose, Bank may enter upon Borrower's premises where’
any of the same is located, remove the same without liability
for suit, action or proceeding by Borrower, and use in con-
nection with such removal any and all services, supplies,
aids and other facilities of Borrower.

(ii) Take possession of the Cars,

or any portion thereof, free from all claims by Borrower, by

directing that they be assembled and delivered to Bank at

aﬁ} place of~places which méi‘gg“;gggg;ébly cbﬁ&enient to
Borrower and the Bank, in which event Borrower shall, at its
own expense, forthwith cause the same to be moved to the place
or places so deéignated by Bank and there delivered to Bank,

it being understood that Borrower's obligation so to deliver

the Cars is of the essence of this Agreement and that,

accordingly, upon application to a court of equity having
jurisdiction, Bank shall be entitled to a decree requiring
specific performance by Borrower of such obligation.

(iii) Require Borrower to receive as
the sole property of Bank and hold as trustee for Bank,
all moneys, drafts and other property in which Bank has
a Security interest and which comes into the possession of

Borrower.

(b) Further, upon the occurrence of any Event

of Default., or at any *imm +ther~after 4 i g “antineoo o
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such default, Bank may, at its option, to the extent permitted

by applicable.law:

- (i) Sell its interest in the Cars

or any portion thereof, at one or more public or private

sales, in such manner, at such time or times and upon such
terms as Bank may determine, following written notice to
Borrower (and Borrower hereby agrees that written notice
given or sent at least five (5) days before the time of any
intended public sale, or before the time after which private
sale of the  Cars, or any portion thereof, is to be made,
shall be reasonable notice of such sale); and/or

(1i) Hold, lease, operate and otherwise
use dr permit the use-of the Cars or any portioﬁ thereof,
in such manner, for such time and upon such terms as Bank

may deem to be in its best interests, and, in connection

therewiﬁh; éoliéét.and-retain.;ll earnings, rents, profits
and other amounts due and.to_become due.

Upon request from time to time,
Borrower agrees to use its best efforts to assist Bank in
selling and/or leasing - Cars designated by Bank under terms
and conditions acceptable to Bank. The proceeds of any éuch
saie and the net earnings of any such holding, leasing, op-
eration or other use, and £he proceeds of any other collec-
tions made with respect to Cars, shall be applied by Bank
in the followiﬁé éréér:. -

(1) First, to the payment of the

'
reasonable expenses of retaking, holding, using, preparing
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for lease, leasing, preparing for sale, selling, collecting

and the like.

(2) Second, to the payment of rea-
sonable attorneys' fees and other legal expenses.

(3) Third, to the payment of inter-
est accrued on the unpaid principal balance of the Note.

(4) Fourth, to the payment of the
unpaid principal of the Note.

(5) . Fifth, to the payment of all
other Indebtedness and other obligations of Borrower to
Bank. oo

Bank shall account to Borrower
for any surplus and Borrower shall be liable to Bank for any
deficiency.

Bank shall not have any obligation
or dufy to exercise any of the rights, privileges, opticns
or powers, or to sell or otherwise realize upon any portion
of the Cars, as authorized in this Section, and Bank shall
not be responsible for any failure to do so or delay in so
doing, and shall have no duty to protect or preserve the
Cars othe: than a duty of reasonable custodial care of
any such Cars in its possession.

9. Miscellaneous.

(a) This Agreement, the Collateral Documents

and the Note shall be construed as one agreement, and in the:
event of inconsistency, the provisions of the Note shall control

the provisions of this Agreement or any Collateral Documents,
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and the provisions of this Agreement shall control the provi-~
sions of any Collateral Document.

(b) Modifications, waivers or amendments of
or to the provisions of this Agreement, any Collateral Docu-
ments or the Note shall be effective only if set forth in a
written instrument signed by the party against which same
are sought to be enforced.

(c) The Borrower shall pay all costs and
expenses reasonably.incurred by the Bank.in connection
with the preparation, execution, delivery and performance
of this Agreement, the Collateral Documents, the Notevand all
other instruments ana agreements executed in connection
herewith, and any waiyers thereof or supplements or amend-
ments thereto or in connection with the collection of the
Indebtedness or any part thereof or the perfection, pro-
tection.or maintenance of the Bank's interest in any Col-
latera%. Such costs and expenses shall include, but not
be limited to, fees and disbursements of counsel for the
Bank and costs and expenses incurred in connection with
the filing and terminéting of chattel mortgages and/or
financing statements or other recordings with respect to

the Colléteralg

(d) If any provision of this Agreement is
prohibited by, or is unlawful or unenforceable under, any
applicable law of any jurisdiction, such provision shall,
as to such jurisdicfion, be ineffective to the extent of
such prohibition wi£hout invaliaating the remaining provi-

sions hereof; provided, however, that any such prohibition
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in any jurisdiction shall not invalidate such provision in
any other jurisdiction; and provided, further, that where
the provisions of any such appiicable law méy be waived,
they hereby are waived by Borrower to the full extent per-~
mitted by law to the end that this Agreement shall be deemed

to be a valid and binding agreement in accordance with its

terms.

(e) This Agreement contains the entiré agree-
ment between the parties hereto with respéct to the_subjegt
matter hereof and'supersedes-and cancels any prior“u;@ét—'
standings and agreements with respect thereto. o

(£) If Borrower shall fail to make any pay-
ment or perform any act required herein, Bank may, but shall
not be obligated to, make. such payment or perform éuch act
for the acéotnt of énd ét the éxpense of Borrower, without

notice to or demand upon Borrower and without waiving or

demnifies and holds Bank harmless from and against al}

losses and expenses (including, but not limited to, reason-
able attorneys' fees) suffered or incurred by Bank by reason
o§ any acts performed by it pursuant to this Subsection; and
Borrower sﬁall pay to Bank, upon demand, all sums expended,
or losses and expenses suffered or incurred by Bank pur-

suant to this subsection, plus interest thereon, at a rate

EEP R

equal to two percent (2 ) per annum in excess of the rate of
interest on the Note, from the date on which such sums are

expended, or losses and expenses suffered or incurred by Bank

1. 1+ -~ -

to the date on whick Borr——r r-~i—hn---- -~



v

-25~

(g) If any action shall be instituted with
respect to this Aéreement by_Bank; and Bank shall prevail in
such action, Bank shall receive from Borrower all costs of

Bank incurred by it in connection with such action, including

reasonable attorneys' fees.

(h) Any notice or other communication by

one party hereto to the other shall be in writing and shall

be deemed to have been validly given if delivered or mailed,

postage prepaid, addressed as follows:

If to the Borrower: Emons Industries, Inc.
490 Fast Market Street
York, PA - 17403
Attention: Chairman

If to the Bank: Central Penn National Bank
Five Penn Center Plaza -

Philadelphia, PA 19103 °

Attention: Paul A. Pyfer,

Vice President

(i)  All agreements, representatioﬁgj'war-
ranties %ﬁd covenanﬁs made by the Borrower herein or in any.
certificéﬁé or other document délivered to the Bank shall
survive the issuance-and paymenﬁ of the Note and shailHBe
continuing as long as any portion of the Indebtedness shall
remain outstanding and unpaid; provided, however, that the

covenant set forth in paragraph (c) of this Section 9 shall

survive the payment of the Indebtedness..

(3) This Agreement shall be binding upon
and inure to the benefit of the respective successors and

assigns of the parties hereto, and shall be construed and
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enforced in accordance with the laws of the Commonwealth
of Pennsylvania.
-IN WITNESS WHEREOF, the Borrower and the Bank have

executed this Agreement as of the day and year first above

written. -
EMONS INDUSTRIES, INC.
Attesgt:
By:
Chairman
CENTRAL PENN NATIONAL BANK
Attest:

By:

Paul A. Pyfer, Vice President



Philadelphia , Pennsylvania
, 1980

FO% VALUE RECEIVED, EMONS INDUSTRIES, INC., a New York
corporation (Borrower) hereby promises to pay to CENTRAL PENN
NATIONAL BANK, a national banking association (Bank), or its
order, at Five Penn Center Plaza, Philadelphia, Pennsylvania,
or at such other place as the holder hereof may from time to
time designate in writing, in lawful money of the United States
of America, the principal sum of

with interest (computed on the
basis of a 365/360 day year) from the date hereof on the princi-
pal amount hereof remaining unpaid from time to time, at a rate
equal to oﬂe and one—-quarter percent (1-1/4%) per annum in excess
of the prime rate of interest charged by Bank on 90-day unsecured
loans to Bank's most creditworthy customers ("Prime Rate"), such
rate to be adjusted on the day following any change in such
Prime Rate; provided, however, in no event shall the interest
rate be less than ten and.one—half percent (10-1/2%) per annum,
nor_exceed‘fourtgen percent (14%) pef annum. Interest is payable
monthly in arrears on the first business day of each month fol-
}owing the date heréof,zand principal is payable monthly on the
first business day of each month in dne hundred nineteen»(ll9)
consecutive equal monthly installments of $19,444.44 each, com-
mencing on the first business'day of the second caléndar month
following ﬁhe date hereof and a final pafment of the entire un-

Exhibit A to Loan and Security Agreement

dated April /¢, 1980 by and between
Emons Industries, Inc. and Central Penn National Bank



paid balance on the sums due hereunder on the first business day

of the one hundred twenty-first (121st) calendar month following

the date hereof.

This Promissory Note is the note referred to in, and is
entitled to the benefits of, the Loan and Security Agreement
between the Borrower and the Bank, dated ’
1980. The Loan and Security Agreement, among other things, con-
tains provisions (i) for acceleration of the maturity hereof
upon the happening of certain events of default set forth
therein (the occurrence of which events, and the failure to cure
same, shall be deemed an event of default hereunder), and (ii)
for permissive prepayments on account of the principal hereunder
prior to the maturity hereof on the terms and conditions therein
specified.

Time is of the essence of this Note.

IN WITNESS WHEREOF, Borrower, intending to be legally

bound, has executed and delivered this Promissory Note on the

day and year first above written.

EMONS INDUSTRIES, INC. |
Attest: | - :

By:

Chairman



\ )

Quantity ) Description of Units ' Serial Numbers
84 52'6" 100-ton rigid under- MPA 20000 through
frame railroad gondola cars MPA 20083, inclu-

with fixed ends. sive. -

Exhibit B to Loan and Security Agreement
dated April » 1980 by and between
Emons Industries, Inc. and Central Penn Naplonal Bank



OPINION OF MESSRS. GREENBERG
IRWIN PELLMAN & SLADE

Az The Borrower and the Guarantors were legally incor-
porated and are validly existing as corporations and in good
standing under the laws of their respective states of incor-
poration; have adequate corporate power to own their properties
and to enter into and to perform their respective obligations
under the Loan Agreement, the Note, the Collateral Documents and
the guaranties dated the date hereof (the "Guaranties"); and are
qualified to do business in any jurisdictions where failure to
qualify would have a material adverse effect upon their respective
financial conditions.

B. The Loan Agreement, the Note and the Collateral Docu-
ments have been duly authorized by all corporate action and duly
executed and delivered by the Borrower, and the Guaranties have
been duly authorized by all corporate action and duly executed
‘and delivered by the Guarantors, and the Loan Agreement, the Note;
the Coliateral Documents and_the Guaranties constitute legal,
valid and binding agreements of the Borrower or, in the case of
the Guaranties, the Guarantors, enforceablé in accordance with
their respective terms subject (i) to limitations on enforce-
;bility impoSed by bankruptcy, insolvency, reorganization, mora-
torium and other similar laws affecting creditors' rights generally;
and (ii) to applicable laws which may affect the remedies provided

for in such agreements (including, without limitation, the remedy

Exhibit C to Loan and Security Agreement
dated April , 1980 by and between
Emons Industries, Inc. and Central Penn National Bank



of specific performance which under certain circumstances may

be unavailable) which laws, however, do not make the remedies

provided ;or in such agreements inadequate for the realization
of the benefits provided therein.

C. The entering into, delivery and performance of the
Guaranties by the.Guarantors and of the Loan Agreement, the Note
ana the Collateral Documents by the Borrower does not violate
any law or regulation, and does not result in any breach of, or
constitute a default under, the charter or the by-laws of the
Borrower or Guarantors or any indenture, mortgage, deed of trust,
bank loan or credit agreements or other agreement or instrument
which, after reasonable investigation, is known to us to which
the Borrower or Guarantors are a party or by which they may be
bound.

D. After reasonable investigétion, to our knowledge,

there are no pending or threatened actions or proceedings before
any court or administrative agency affecfing the Borrower or its
subsidiaries, in which the amount in dispute exceeds $10,000.
Oor any such claims which, in the aggregate, exceed $50,000. or
which, if adversely determined, would materially adversely affect
‘the condition, business or operations of the Borrower or its
subsidiaries (as a consolidated group) .

E. The Collateral is owned by the Borrower free and

clear of all liens, encumbrances, security interests or other
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rights of third parties other than (i) thé rights and
interesté'granted the Bank in the Collateral Documents,

(ii) a lien for taxes claimed to be due to the Commonwealth
of Pennsylvania, (iii) the Lease, (iv) statutory liens not
required to be filed of record, and (v) the letter agree-
ment, dated January 24, 1980, between the Maryland and
Pennsylvania Railroad Company and CN Rail, which agreement is

terminable at will by either party thereto.



OPINION OF MESSRS. McDONALD and HAYDEN

Gentlemen:

As special counsel to Emons Industries, Inc. ("Emons")
we are deliwvering this opinion in connection with the financing
by Central Penn National Bank ("Bank") of the purchase by Emons
of certain railroad gondola cars ("Cars") pursuant to the terms
of the Loan and Security Agreement dated April ; 1980 between
" Emons and Bank ("Loan Agreement").

In preparing this opinion we have examined the following
documents used in connection with the financing aforementioned:

1. Loan Agreement;

2. Chattel Mortgage and Security Agreement dated
April , 1980 granted by Emons to Bank ("Chattel Mortgage") ;

3. Assignment and Subordination Agreemént dated April

, 1980, between Maryland and Pennsylvania Railrocad Company

("M & P"), Bank and Emons ("Assignment Agreement");

4., Promissory Note in the amount of dated
April, 1980, given by Emons in favor of Bank ("Note");

5. Trust Deed dated April , 1980 between
("Trustee") and Emons ("Trust Deed").
6. Lease dated April , 1980, between Emons and M & P

("Lease").

In addition; we have examined such records, certificates
and other documents and instruments as we have considered necessary
or appropriate for the purpose of rendering this opinion. We have
relied upon the opinion of Messrs. Greenberg, Irwin, Pellman & Slade,
dated April , 1980, in giving the opinions expressed in paragraphs
1 and 2 below. This opinion is restricted to the laws of the Dominion
of Canada and the Provinces of British Columbia, Alberta, Saskatchewan,
Manitoba, Ontario, Quebec and Newfoundland (hereinafter collectively
referred to as the "Provinces"). With respect to the laws of and the
registrations effected in the Provinces other than Ontario, we have
relied on opinions of counsel in each such Province which counsel were
chosen by us and on whom we feel entitled to rely.

EXHIBIT "D" TO LOAN AND SECURITY
AGREEMENT DATED APRIL 18, 1980 BY
AND BETWEEN EMONS INDUSTRIES, INC.
AND CENTRAL PENN NATIONAIL BANK



The Chattel Mortgage and Assignment Agreement, or financing
statements in respect thereof, have been registered in the appropriate
provincial office in the Provinces other than Quebec providing for
such registrations. The Trust Deed has been registered in the province
of Quebec pursuant to the provisions of the Special Corporate Poweftrs
Act (Quebec). The Lease and Assignment Agreement have been deposited
in the Office of the Registrar General of Canada under provisions of
the Railway Act (Canada) on , 1980, and notice of such
deposit was given in the Canada Gazette on 1980.

At the time of registration or deposit as applicable, the
following searches were conducted with respect to Emons:

(a) a search under the Bills of Sale Act in force in each
of British Columbia, Alberta, Saskatchewan, and Newfoundland;

(b) a search under the Companies Act in force in each of
British Columbia, Alberta, and Newfoundland;

(c) a search under the Personal Property Security Act in
force in Manitoba and Ontario;

(d) a search under the Corporation Securities Registration
Act in force in Saskatchewan and Ontario

(e) a search under the Special Corporate Powers Act
in force in Quebec; I

(£) a search under the Railway Act (Canada); and

(g) a search at the Office of the Registrar of Bankruptcy
in each of the Provinces.

~Other than is noted above no other searches were conducted with respect
to Emons or its assets.

Based upon and subject to the foregoing we are of the
opinion that:

1. Emons is a validly existing corporation incorporated
pursuant to the laws of the State of New York and as such has the
corporate power and authority to own and lease the Cars and to
consummate the ‘transactions contemplated by the Loan Agreement and
the Lease.

2. M & P is a validly existing corporation incorporated
pursuant to the laws of the States of (Maryland and Pennsylvania)
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and as such has the corporate power and authority to lease and
own the Cars, to consummate the transactions contemplated by the
Lease and Assignment Agreement, and to carry on and operate its
business in the Provinces.

3. The execution of and the performance of the obliga-~
tions, duties and liabilities contained in the Loan Agreement, Note,
Lease, Chattel Mortgage, Assignment Agreement and Trust Deed by
Emons and where applicable by M & P, do not violate the provisions
of any law, rule or regulation presently in force under the laws
of the Dominion of Canada or the provinces.

4. With respect to Emons, the Loan Agreement, Note, Chattel
Mortgage, Assignment Agreement and Trust Deed and with respect to
M & P, the Lease and Assignment Agreement, represent valid and bind-
ing obligations, enforceable in accordance with their terms subject
to and limited by:

(a) any applicable bankruptcy, insolvency, reorganization laws
or other laws affecting the enforcement of creditors' rights generally;:
and

(b) any other laws of general application which require as a
condition precedent to the enforcement of a charge, security interest
or assignment, to obtain any clearance, ¢onsent, authorization or
other form.,of approval; from a court of competent jurisdiction;
provided, however, such laws do not make the remedies provided for in
such agreements inadequate for the realization of the benefits pro-
vided therein.

In addition, in referring to the enforceability of the provisions of
the various agreements, we express no opinion as to the specific
enforcement of any particular provision by the equitable remedy of
specific performance.

5. (a) The searches referred to herein revealed no liens
or encumbrances, registered or filed against the assets of Emons
other than in favor of the Bank.

(b) In addition, no other registrations are necessary
under the laws of the Dominion of Canada and the Provinces, to protect
the interests of Bank in the Cars and the Lease as against third
parties claiming any interest in the Cars or the Lease.

(c) The registratioh of the Trust Deed, Chattel Mortgage,
Assignment Adgreement and where appropriate, a financing statement
and the deposit of the Lease under the statutes referred to, evidences



in Canada, and in the Provinces the creation of a charge in the
Cars and the Lease in favor of the Bank valid as against third
parties subject to and limited by:

(i) the validity enforceability and priority of
the charges under the applicable laws of the United
States;

(ii) wvalid liens and encumbrances registered against
the assets of Emons under the laws of jurisdictions other
than the Dominion of Canada and the Provinces:

(1iii) unrecorded liens or charges created by statutes
of the Dominion of Canada or of the Provinces in favor
of third parties;

6. The consummation of the transactions contemplated
by the Loan Agreement.

(a) will not constitute on the part of Bank, carrying
on business in Canada or the Provinces;

(b) does not require the approval, consent or granting
of a license by the government of Canada or any of the
Provinces;

(c) does not require Bank to make registrations or
filings in Canada or any of the Provinces regardlng its
business activities;

(d) will not subject Bank to Canadian Income Tax
on payments received pursuant to the transactions con-
templated by the Loan Agreement provided that any such
payments are not made to Bank by a person, firm or
corporation resident in Canada within the meaning of the
Income Tax Act (Canada) (the "Act"). If the person, firm
or corporation making such payment to the Bank is a
resident of Canada within the meaning of the Act, then
the gross amount of such payment will be subject to
withholding tax at the rate of 15% as provided under
the Act and the Canada-United States Tax Convention.




LIST OF SUBSIDIARIES AND
TRADE NAMES

Subsidiaries

Maryland and Pennsylvania Railroad Company
Emons Railcar Corp.

Emons Leasing Co., Inc.

Trade or Fictitious Names

None

Exhibit E to Loan and Security Agreement
dated April , 1980 by and between
Emons Industries. Inc. and Central P=nn National Bark



Philadelphia , Pennsylvania
, 1980

FO’;( VALUE RECEIVED, EMONS INDUSTRIES, INC., a New York
corporation (Borrower) hereby promises to pay to CENTRAL PENN
NATIONAL BANK, a national banking association (Bank), or its
order, at Five Penn Center Plaza, Philadelphia, Pennsylvania,
or at such other place as the holder hereof may from time to
tiﬁe designate in writing, in lawful money of the United States
of America, the principal sum of

with interest (computed on the
basis of a 365/360 day year) from the date hereof on the princi-
pal amount hereof remaining unpaid from time to time, at a rate
equal to one and one—-quarter percent (l-1/4%) per annum in excess
of the prime rate of interest charged by Bank on 90-day unsecured.
loans to Bank's most creditworthy customers ("Prime Rate"), such
rate to be adjusted on the day following any change in such
Prime Rate; provided, however, in no event shall the interest
rate be less than ten and one-half percent (10-1/2%) per annum,
nor exceed fourteen percent (14%) per annum. Interest is payable
monthly in arrears on the first business day of each month fol-
}owing the date hereof,tand principal is payable monthly on the
first business day of each month in one hundred nineteen (119)
consecutive equal monthly inétallments of $19,444.44 each, com-
mencing on the first business day of the secénd calendar month

following the date hereof and a final payment of the entire un-

Exhibit D to Assignment and Subordination Agreement
dated April /Z , 1980 by and among
“rors TnA-~tri~c "nc Mar--lard a- 1 P=~mns~lvanins



paid balance on the sums due hereunder on the first business day

of the one hundred twenty-first (121st) calendar month following

the date hereof.

This Promissory Note is the note referred to in, and is
entitled to the benefits of, the Loan and Security Agreement
between the Borrower and the Bank, dated ,
1980. The Loan and Security Agreement, among other things, con-
tains érovisions (i) for acceleration of the maturity hereof
upon the happening of certain events of default set forth
therein (the occurrence of which events, and the failure to cure
same, shall be deemed an event of default hereunder), and (ii)

. for permissive prepayments on account of the principal hereunder
prior to the maturity hereof oﬁ the terms and conditions therein
specified.

Time is of the essence of this Note.

IN WITNESS WHEREOF, Borrower, intending to be legally

bound, has executed and delivered this Promissory Note on the

day and year first above written.

_ EMONS INDUSTRIES, INC. ,
Attest: d

Chairman
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in the posse551on of Central Penn Natlonal Bank, to whom the
Lessor's rights hereunder were assigned.

LEASE OF RAILROAD EQUIPMENT

AGREEMENT entered into as of the day of March
1980, by and between EMONS INDUSTRIES, INC., whose address is
490 East Market Street, York, Pennsylvania 17403 (hereinafter
referred to as "Lessor"), and the MARYLAND AND PENNSYLVANIA
RAILROAD COMPANY whose address 1s 490 East Market Street, York,
Pennsylvania 17403, (hereinafter referred to as "Lessee").

WITNEGSSETH:

WHEREAS, the parties hereto have reached an under-

standing with respect to Lessor leasing to Lessee the Cars (as -

such term is defined below) and desire to set forth in writing
their agreement with respect thereto;

NOW, THEREFORE, in consideration of the premises, the
parties hereto agree: ~

1.  Lease and Hire: Lessor hereby lets to Lessee and
Lessee hereby hires from Lessor those certain 52 foot 6 inch,
100 ton rigid underframe railroad gondola cars with fixed ends
and with identifying marks as listed on Schedule A hereto, as
such Schedule may, from time to time, be amended (hereinafter
referred to as the "Cars").

2. Rental Payments: The Lessee hereby covenants and

"agrees to pay, or cause to be paid to the Lessor and its suc-—

cessors and assigns, or at such bank or trust company as Lessor
shall specify, basic rent for each Car subject to this Lease
during the term hereof in one hundred nineteen (119) consecu-
tive equal monthly installments payable on the first business

- day of each month in the amount of $49,797. each in arrears,

commencing June 2, 1980.

As used herein, the Purchase Price of a Car shall
equal the greater of Lessor's cost for such Car or the value of

such Car as initially registered with the Association of Ameri-

can Railroads.

3. Net Lease: This Lease is a net lease which the Lessor
has assigned to the Central Penn National Bank, a United States

national banking association with offices at Five Penn Center

Plaza, Philadelphia, Pennsylvania 19103 (the "Bank") pursuant
to an Assignment of Lease dated the date hereof (a2 counterpart
of which is attached hereto as Exhibit A)(the "Assignment") as
security for the obligations of Lessor under the Loan and Se-

_curity Agreement, dated as of April , 1980, between the Bank

gLHiBaT =



shall not be entitled as against the Lessor or any assignee of
the Lessor, or any successor, assignee or any other owner of
the Cars, to any abatement of rent, reduction thereof or setoff
against rent, including, but not limited to abatements, reduc-
tions or setoffs due or alleged to be due by reason of any
past, present or future claims of the Lessee against the Les-
sor, or any of such assignees under this Lease; nor except
as otherwise expressly provided herein, shall this Lease termi-
nate, or the respective oblgations of the Lessor, or any of
such assignees or the Lessee be otherwise affected, by reason
of any defect in or damage to or loss of possession or loss of
use or destruction of all or any of the Cars from whatsoever
cause, by the attachment of any liens, encumbrances or rights
of others with respect to any of the Cars, by the prohibition
of or other restriction against the Lessee's use of all or any

of the Cars, of the interference with such use by any person or

entity, by the invalidity or unenforceability or lack of due
authorization of this Lease, by any insolvency, bankruptcy, re-
organization or similar proceedings against the Lessee, or for
any other cause whether similar or dissimilar to the foregoing,
any present or future law to the contrary notwithstanding, it
being the intention of the parties hereto that the rents and
other amounts payable by the Lessee hereunder shall continue to
be payable in all events in the manner and at the times herein
provided unless the obligation to pay the same shall be termi-
nated pursuant to the express provisions of this Lease.

To the extent permitted by applicable law, the Lessee
hereby waives any and all rights which it may now have or which
at any time hereafter may be conferred upon it, by statute or
otherwise, to terminate cancel, quit or surrender the lease of
any of the Cars, except in accordance with the express terms
hereof. Each rental or other payment made by the Lessee here-
under shall be final, and the Lessee shall not seek to recover
all or any part of such payment from the Lessor or any assignee
of Lessor's interest in the Lease for any reason whatsoever.

4, Term of Lease: The term of this Lease as to each

Car shall begin on the date of the delivery to and acceptance

by the Lessee of such Car and, subject to the provisions of Ar-
ticles 8 and 13 hereof, shall terminate on May 31, 1990.

5. Taxes: All payments to be made by the Lessee hereun-
der will be free of expense to the Lessor for c¢ollection or.
other charges and will be free of expense to the Lessor with
respect to the amount of any local, state, Federal or foreign
taxes other than (a) any United States Federal income tax, and
(b) the aggregate of all state, city or local income taxes or
franchise taxes measured by net income based on such receipts,
up to the amount of any such taxes which would be payable to



the state, city and locality in which the Lessor has its prin-
cipal place of business without apportionment to any other
state, except any such tax which is in substitution for or re-
lieves the Lessee from the payment of taxes which it would
otherwise be obligated to pay or reimburse Lessor as herein
provided, or license fees, assessments, charges, fines or
penalties- (all such expenses, taxes, license fees, assessments,
charges, fines and penalties being hereinafter called "Imposi-
tions") hereafter levied or imposed upon or in-connection with
or measured by this Lease or any sale, rental, use, payment,
shipment, delivery or transfer of title, tax or charge under
the terms hereof, all of which Impositions the Lessee assumes
and agrees to pay on demand in addition to. to the payments to
be made by it provided for herein.

The Lessee will also pay promptly all Impositions

‘which may be imposed upon any Car or for the use or operations

thereof or upon the earnings arising therefrom (except as pro-
vided above) or upon the Lessor solely by reason of its owner-
ship thereof, and will keep at all times all and every part of
such Car free and clear of all Impositions which might in any
way affect the title of the Lessor or result in a lien upon any
such Car; provided, however, that the Lessee shall be under no
obligation to pay any Impositions of any kind so long as it is
contesting in good faith and by appropriate legal proceedings
such Impositions and the nonpayment thereof does not, in the
opinion of the Lessor, adversely affect the title, property or
rights of the Lessor hereunder. If any Impositions shall have
been charged or levied against the Lessor directly and paid by
the Lessor, the Lessee shall reimburse the Lessor on presenta-
tion of an invoice therefor.

In the event any reports with respect to Impositions
are required to be made, the Lessee will either make such re-
ports in such manner as to show the interests of the Lessor in
such Cars or notify the Lessor of such requirments and make
such reports in such manner as shall be satisfactory to the

Lessor.

In the event that during the continuance of this
Lease the Lessee becomes liable for the payment or reimburse-
ment of any Imposition, pursuant to this Article 5, such lia-
bility shall continue, notwithstanding the expiration of this
Lease, until all such Impositions are paid or reimbursed by the
Lessee. :

6. Annual Reports: On or before March 31 in each year
during the term hereof, the Lessee will furnish to the Lessor
an accurate statement (a) setting forth as at the preceding
December 31, the amount, description and numbers of all Cars’




then leased hereunder, the amount, description and numbers of
all Cars that have suffered a Casualty Occurrence (as herein-
after defined) during the preceding calendar year (or since the
date of this Lease in the case of the first such statement) and
such other information regarding the condition and state of re-
pair of the Cars as the Lessor may reasonably request, and (Db)
stating that in the case of all Cars repainted or repaired dur-
ing the period covered by such statement, the numbers and the
markings required by Article 7 hereof have been preserved or
replaced. The Lessor shall have the right by its agents, to
inspect the Cars and the Lessee's records with respect thereto
at such reasonable times as the Lessor may request during the
continuance of this Lease.

7. Identification marks: The Lessee will cause each Car

to be kept numbered with its 1dentifying number.

The Lessee will not change the identifying number of
any Car except in accordance with a statement of new number or
numbers to be substituted therefor, which statement previously
shall have been submitted to Lessor, and filed, recorded and
deposited by the Lessee in all public offices where the Lease
shall have been filed, recorded and deposited.

The Lessee may allow the Cars to be lettered with the
names or initials or other insignia customarily used by the
Lessee or its affiliates on railroad equipment used by them of
the same or a similar type of convenience of identification of
their rights to use the Cars as permitted under this Lease.

8. Risk of Loss; Waiver and Indemnity; Insurance.

(a) In the event that any Car shall be or become
worn out, lost, stolen, destroyed, or irreparably damaged,
from any cause whatsoever, or taken or requisitioned by condem-
nation or otherwise (any such occurrence being hereinafter
called a "Casualty Occurence") during the term of this Lease,
Lessee shall promptly and fully notify Lessor with respect
thereto. On the rental payment date next succeeding such no-
tice, Lessee shall pay to Lessor an amount equal to the rental
payment or payments in respect of such Car due and payable on
such date plus a sum equal to the Casualty Value (as defined in
Schedule B) of such Car as of the date of such payment as set

forth in Schedule B. Upon the making of such payment by Lessee
in respect of any Car, the rental for such Car shall cease to
accrue,the term of this Lease as to such Car shall terminate
and (except in the case of loss, theft or complete destruction)
Lessor shall be entitled to recover possesion of such Car. Pro-
vided that Lessor has received the Casualty Value for any Car,
Lessee shall be entitled to the proceeds of any recovery in re-
spect of such Car from insurance or otherwise.




Except as hereinabove in this paragraph 8(a) pro-
vided, Lessee shall not be released from its obligations here-
under in the event of, and shall bear the risk of, any Casualty
Occurrence to any Car from and after the date of delivery with
respect to such Car.

- (b) Lessee at its own cost and expehse, shall keep
the Cars insured against all risks for the value of such Cars
and in no event for less than the Casualty Value of such Cars
as specified in Schedule B, and shall maintain public liability
and property damage 1insurance against such risk and for such
amounts as Lessor may require and with such companies as Les-

.sor shall approve; provided, however, that Lessee may, at its

option, insure through a domestic affiliated company, or self-

.insure the Cars in accordance with its current practice against
‘the risks of property damages as required above. All such in-

surance shall be in such form as Lessor shall approve, shall
name Lessor and Lessee as insureds and shall provide that such
insurance may not be cancelled as to Lessor or altered without
at least ten (10) days prior written notice to Lessor. All
liability insurance shall be primary without right of contri-
bution from any other insurance carried by Lessor. All insur-
ance covering loss or damage to the Cars shall be payable sole-
ly to Lessor, except as may otherwise be permitted by paragraph
8(a). Lessee shall deliver to Lessor on or before the delivery
date of each Car evidence satisfactory to Lessor of all such
insurance.

. 9. Return of Cars: On termination of this Lease, Lessee
will return the Cars to the Lessor at the storage tracks of the
Lessee in York, Pennsylvania; provided, however, that any Car
loaded on or before the next to the last day of the Lease term
may complete the loaded trip, and return of such Car to Lessor
shall be made at the time such Car is released after unloading;
and provided, further, that each Car shall remain subject to
the terms and conditions of this Lease until return thereof.

10. Improvements, Modifications and Alterations: The cost
of any improvement, modifications, alterations or additions
made to the Cars, or special devices installed by or at the di-
rection of the Lessee will be borne by Lessee.

"11. Assignment - Use and Possession: Lessee will not as-

'sign, transfer, encumber or otherwise dispose of its leasehold

interest under this Lease, the Car or any part thereof, or sub-
let the Cars or place any of the Cars in assigned service with-
out the consent of the Lessor in writing first obtained, except
that Lessee may permit the use of the Cars by any subsidiary or
affiliated railroad company or on lines of railroads other than
Lessee's in the United States, Canada and Mexico in the usual
interchange of traffic or pursuant to sublease or assigned ser-



vice agreements, but only upon and subject to all the terms and
conditions of this Lease. Lessee will not permit any encum-
brances or liens, based upon any action or liability of Lessee,
to be entered or levied upon any of the Cars, provided, how-
ever, that Lessee shall not be required to cause any such lien
or encumbrance to be removed so long as Lessee is contesting
such lien- or encumbrance in good faith and in appropriate legal
proceedings.

12. Cleaning and Servicing: Lessee shall indemnify and
hold harmless the Lessor from any claims made against Lessor,
as Car owner, resulting from any failure to clean and service
the Cars before loading.

13. Defaults and Remedies: If Lessee shall default in
the performance or observance by Lessee of any obligation under

‘this Lease, and such default shall continue for 10 days after

notice by Lessor to Lessee, or there shall be filed by or
against Lessee a petition in bankruptcy or for reorganization
under any bankrupcty law, or there shall be a receiver appoint-
ed of any part of Lessee's property or Lessee shall make a
general assignment for the benefit of creditors, then and in
any such events Lessor, at its election, may terminate this
Lease and repossess the Cars, and this Lease shall thereupon
become and be terminated, or Lessor may repossess the Cars and
relet the same or any part thereof to others for such rent or
compensation and upon such terms as it may see fit. Lessee
shall, without expense to Lessor, assist Lessor in repossessing
the Cars and shall for a reasonable time, if required by
Lessor, permit storage of such Cars on trackage space owned or
leased by Lessee, without cost to Lessor.

14, Obligations Suspended: 1In the event the performance
in whole or in part of the obligations (other than for payment
of money) of either party under this Lease is hindered, inter-
rupted, or prevented by war, strikes, lockouts, fire, acts of
God, or by other similar or different acts of civil or military
authorities, or by any cause beyond the reasonable control of
the defaulting party, whether similar to the causes herein spe-
cified or not, the obligations of such party shall be suspended
to the extent of and for the time that performance thereof is
prevented or affected by such hindrance, interrruption, or pre-
vention, but due diligence shall be observed by such party in
resuming performance of its obligations, after removal of the
interrupting cause.

15. Renewal Option: Provided that this Lease has not
been earlier terminated and the Lessee is not in default here-
under, the Lessee may by written notice delivered to the
Lessor not less than six (6) months prior to the end of the
original term or any extended term of this Lease, as the case




may be, elect to extend the term of this Lease in respect of
all, but not fewer than all, of the Cars then subject to this
Lease for such period as is designated in such notice at a
"Fair Market Rental" payable in monthly installments in ar-
rears.

Fair Rental Value shall be determined on the basis of
and shall be equal in amount to, the value which would obtain
in an arm's~-length transaction between an informed and willing
lessee (other than a lessee currently in possession) and an in-
formed and willing lessor under no compulsion to lease and, in
such determination, costs of removal from the location of cur-
rent use shall not be a deduction for such value. If on or be-
fore four (4) months prior to the expiration of the term of
this Lease, the Lessor and the Lessee are unable to agree upon

‘a determination of the Fair Rental Value of the Cars, such

value shall be determined in acordance with the foregoing de-
finition by the American Appraisal Company or its successor
(hereinafter called the "Appraiser"). The Appraiser shall be
instructed to make such determination within a period of thirty
(30) days following appointment, and shall promptly submit such
report to both Lessor and Lessee. The determination so made
shall be conclusively binding upon both Lessor and Lessee. The
expenses and fees of the Appraiser shall be borne by the Lessee

16. Subordination: In connection with Lessor's financing
of the Cars, Lessor, from time to time, may assign this Lease
to others, sell the Cars, grant a mortgage on or security in-
terest in any Car in whole or in part, without notice to or the
consent of the Lessee, to any bank, other financial institution
(including a trustee) or subsidiary thereof. It is further un-
derstood that a bank or other financial institution in connec-
tion with such financing may own any such Car with Lessor leas-
ing such Car from such owner, this Lease thereupon being a sub-
lease, fully subordinate to the lease between such owner and
Lessor.

Lessee hereby agrees to acknowledge, upon written no-
tice thereof, any future assignment, sale, ownership or secur-
ity interest. Lessee shall not assert against any such.assig-
nee, secured party or owner (including purchaser) any defense,
counterclaim or setoff that Lessee might have against Lessor.
Lessee's rights shall be subject and subordinate to the rights
of any such assignee or transferee of Lessor or any such owner
or puchaser of the Cars or any bank or other secured party un-
der any financing agreement or arrangement entered into by Les-
sor in connection with the acquisition or financing of Cars.

Upon the giving of notice to Lessee by any such
transferee, bank, financial institution or secured party that
an event of default by Lessor has occurred and 1is continuing
under such financing agreement, the party may require that all

-



payments otherwise due to Lessor shall be made directly to such
party or that the Cars be returned to the such party, or both.
Lessee shall, however, have the right to cure Lessor's default
under such financing agreement and Lessor agrees to reimburse
Lessee for any amounts paid to such party on behalf of Lessor.

17. ~ Compliance with Laws and Requlations: This Lease is
subject to all Federal, state and other laws, rules, regula-
tions and ordinances which may now or hereafter affect, change
or modify the terms or conditions hereof or render unlawful the
performance of any of its provisions. Lessee shall comply with
all governmental laws, regulations and requirements and with
the Code of Rules of the Association of American Railroads with
respect to the use, maintenance, and operation of such Cars
subject to this Lease, and will file and record the same with

the Interstate Commerce Commission in accordance with Section

11303 or the Interstate Commerce Act and will deposit the same
with the Registrar General of Canada in accordance with the
Railway Act of Canada.

18. Prior Understandings: Prior understandings and agree-
ments between the parties with respect to the Cars are merged
herein, and all rights of the parties in respect of such Cars
shall be governed by this Lease. ’

19. Successors and Assigns: Covenants herein shall inure
to or bind each party's successors and assigns; provided, that
notwithstanding the assignment of this Lease by the Lessor, all
obligations of the Lessor to the Lessee shall be and remain in-
forceable by the Lessee, its successors and assigns against the
Lessor and not against any assignee or successor assignee of
the Lessor's interest in the Lease.

20. Notices: Any notice required or permitted to be given

'by either party hereto to the other shall be deemed to have

been given when deposited in the United States certified mails,
first class, postage prepaid, addressed as follows:

(a) If the the Lessee:

490 East Market Street
York, Pennsylvania 17403

{b) 1If the Lessor:

490 East Maket Street
York, Pennsylvania .17403

or addressed to either party at such other address as such par-
ty shall hereafter furnish to the other party in writing.



21. Severability, Effect and Modifications of Lease: BAny
provisions of this lease which 1s prohibited or unenforceable
in any jurisdiction shall be, as to such jurisdiction, inef-
fective to the extent of such prohibition or unenforceability
without invalidating the remaining provisions hereof, and any
such prohibition or unenforceability in any jurisdiction shall
not invalidate or render unenforceable such provisions in any
other jurisdiction.

22. Waiver and Modification: This Lease:exclusively and
comletely states the rights of the Lessor and the Lessee with
respect to the Cars and supersedes all other arrangements, oral
or written, with respect to the Cars. No variation or modifi-
cation of this Lease and no waiver of any of its provisions or
conditions shall be valid unless in writing and signed by duly
authorized officers of the Lessor and Lessee.

23. Execution: This Lease may be executed in several
counterparts, each of which so executed shall be deemed to be
an original, and such counterparts together shall constitute
but one and the same instrument. Although this Lease is dated
1979 for convenience, the actual date or dates of execution
hereof by the parties hereto is or are, respectively, the date
or dates stated in the acknolwedgements hereto annexed.

24. Law Governing: The terms of this Lease and all rights
and obligations hereunder shall be governed by the laws of the
Commonwealth of Pennsylvania, provided, however, that the par-
ties shall be entitled to all rights conferred by Section 11303
of the Interstate Commerce Act and by the Railway Act of Canada.

IN WITNESS WHEREOF, the parties have duly executed
this Lease the day and year first above written.

EMONS INDUSTRIES, INC.

ATTEST:
By:
Chairman of the Board and
Chief Executive Officer
MARYLAND AND PENNSYLVANIA
ATTEST: . : RAILROAD COMPANY
By:
Vice President and
Assistant Secretary
..9..
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SCHEDULE A

To Lease

Description of Units

52'6" 100-ton rigid under-

‘frame railroad gondola cars

with fixed ends.

Serial Numbers

" MPA 20084 through

MPA 20099, inclu-

sive.



SCHEDULE B

Casualty Value

The Casualty Value of each Car as of the date upon
which payment is to be made shall be that percentage of the
purchase price of such Car as is set forth below opposite the
month of lease term in which such payment is to be made.

Month of ! Month of

Lease Term Percentage Lease Term Percentage
1 99.741 31 90.390
2 99.479 32 90.019
3 99.214 33 89.643
4 98.946 34 89.263
5 98.675 - 35 88.879
6 98.400 36 88.490
7 98.122 37 88.097
. 8 97.841 38 - : 87.699

9 97.557 39 87.296
10 97.269 40 86.889
11 96.978 41 86.477
12 96.684 42 86.060
13 96.386 43 85.638
14 96.085 44 85.211
15 95.780 45 84.779
16 95.472 46 84.342
17 95.160 47 83.900
18 94.844 48 83.453
19 94.525 49 83.001
20 94.202 50 82.543
21 93.795 51 ' 82.080
22 93.544 - 52 81.612
23 93.209 53 81.138
24 92.871 54 80.659
25 92.529 55 80.174
26 92.183 56 79.683
27 91.833 57 79.187
28 91.479 58 - 78.685
29 91.120 - 59 78.1717
30 90.757 60 77.663

B-1



Month of
Lease Term

61
62
63 -
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
83
90

Percentage

77.143
76.617
76.085
75.547
75.003
74.452
73.885
73.331
72.761
72.184
71.600
71.009
70.412
69.808
69.197
68.578
67.952
67.319
66.679
66.031
65.395
64.712
64.041
63.362
62.675
61.980
61.277
60.566
59.847
59.119

' Month of

Lease Term

91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107
108
109
110
11
112
113
114
115
116
117
118
119

Percentage

58.383
57.638
56.885
56.123
55.352
54.572
53.783
52.985
52.177
51.360
50.533
49.697
48.851
47.995
47.129
46.253
45.367
44.470
43.563
42.645
41.717
40.778
39.828
38.867
37.895
36.911
35.916
34.909
33.890



COMMONWEALTH OF PENNSYLVANIA

COUNTY OF AZM%AM T
G

On this /7 day of

’ 19é0, before me per-

sonally appeared AP *A~—", to me personally
v -
known who, being by me duly sworn, says that he is k4{;L4/077L¢>A_//

of EMONS INDUSTRIES, INC., that one of the seals affixed to the
foregoing instrument is the corporate seal of said corporation,
that said instrument was signed and sealed on behalf of said cor-
éoration by authority of its Board of Directors and he acknowledged
thét tﬁe execution of the foregoing instrument was the free act

and deed of said corporation.

)

Not’ary Public

My commission expires:

AGATHA ROCCHIA
‘ ' Notary Public, Phila,, phita. Co.
i: My Commission Expires May 8, 1982



COUHTY OF
B ~ |
On this ,/ day of , 1980, before me per-
sonally appeared Xéz;ézéA// . N A~ , to me personally

. ( ,
known who, being by me duly sworn, says that he is C%Z(47ﬁcn1494¢_/
N———"

of MARYLAND AND PENNSYLVANIA RAILROAD 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 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.

Notdry Public”

My commission expires:

AGATHA ROCCHIA
Notary Fubnc, Fhila,, Phila, Co.
My Commission Expires May 8, 1082



My commission expires:

COMMONWEALTH OF PENNSYLVANIA :

<::;) ss.
COUNTY OF Aﬁf

th% g
On this /d/r day of é%%iiézé» , 1980, before me per-

sonally appeared <::2gc¢121527 (::;;%Q/L//’ , to me personally

known who, being by me duly sworn, says that he is Zfi;c/g/

of CENTRAL PENN NATIONAL BANK, that one of

the seals afﬁixed to the foregoing instrument is the corporate seai
of said corporation, that said instrument was signed and sealed

on behalf of said corporation by authority of its Board of Direc-
tors and he acknowledged that the execution-of the foregoing instru-

ment was the free act and deed of said corporation.

B . 3

A;;%zé;:ZZf%igéffiizzﬁii | _

Notary Public

ACGATHA ROCCHIA
Notary Public, Phila., Fhila. Co.
My Commission Expires [Mzy & 1072



LOAN AND SECURITY AGREEMENT

AGREEMENT made as of the ,Gg’tday of April, 1980, by

and between EMONS INDUSTRIES, INC., a New York corporation,

with its principal office at 490 East Market Street, York,

Pennsylvania, 17403 (the "Borrower") and CENTRAL PENN NATIONAL‘

BANK, a national banking association with offices at Five Penn

Center Plaza, Philadelphia, Pennsylvania, 19103 (the "Bank").
The Borrouer and the Bank, intendrng to be legally

bound, agree'as follows:

1. The Credit. Subject to the terms and conditions set

forth herein, the Bank agrees to lend to Borrower and Borrower
agrees to borrow from Bank a sum equal to the lesser of (i)
$3,500,000; or (ii) the purchase price of the Cars paid by

Borrower (the "Loan"). The Loan will be evidenced by a promis-

sory note (the "Note"), substantially in the form attached hereto
as Exhibit A, in a principal sum equal to the Loan.

u(a) Interest Rate. The unpaid principal amount
of the Loan shall bear interest at the rate (charged on a 365/360
day ba51s) of one and one—quarter percent (1- 1/4%) per annum 1n

excess of Bank' s prlme rate ln effect from time to tlme for 90- 0
i

day unsecured loans to Bank s nost credltworthy customers, but

~in,no event 1ess than ten and one—half percent (10 1/2%) per -

'annum, nor more than fourteen percent (14%) per annum.:5

(b) '1 Repayment. The prlnc1pal of the Loan shall
be repald monthly on the first bu51ness day of each month in one .
hundred nineteen (119) consecutlve equal monthly installments

Exhibit B to Lease of Railroad Equipment

dated March 1, 1980 by and between-
Emons Industrles, Inc. and Maryland and Pennsylvania Railroad Company
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in the amount of $19,444.44 each, commencing the first business
day of the seéond calendar month following the date of initial
funding of the Loan proceeds (the date of such first payment is
hereinafter referred to as the "First ?ayment Date“), together
with a final payment of the full outstanding principal sum on

the first business day of the one hundred twentieth (l20th)\cal—
endar month following Fhe First Payment Date. Interest, at the
rate as aforesaid, shall be paid monthly, as accrued, on the first
business day of each calendar month following the date of the ad-
vance of the Loan proceeds.

(c) Use and Disbursement of Loan Proceeds. The
proceeds of the Loan shall be advanced to Borrower (in a single
advance) upon Borrower's request (but no later than June 30, 1980)
to finance its acquisition of- the eighty-four (84) 52 foot, 6 inch,
100 ton rigid underframe gondéla freight cérs with fixed ends,
with idéntifying marks as listed on Exhibit B hereto (the "Cars"),
for a price not less than the amount of the Loan.

- _(d)-“_ ”bfepéyment. so loﬁé as no Eﬁent of Default
(as hereinafter defined) has occurred and remains uncured, Bor-
rower shall have the right to prepay the.Loan, in whole»or in
part, subject to the following:
{ . (1) Any such prepayment shall be made on
regular installment“détes; éhall»be in mulﬁiples of reguiar.
installments; and shall be appliéd to payménts duevin fhe inverse
order of their maturity. |

(2) Borrower shall pay a prepayment charge

during the first two (2) years following the First Payment Date,



of three percent (3%) of the amount prepaid; during the third (3rd)
and fourth (4th ) years following the First- Payment Date, of two

percent (2%) of the amount prepaid; during the fifth (5th) year

- following the First Payment Date, of one percent (1%) of the

amount prepaid; thereafter, prepayment may be made without penalty
or premium.

2. Security. As security for the paymenﬁ of the prin-
cipal of the Loan and all interest thereon, and for the pay-
ment, performance and discharge of all,ogher:indebtednesa and

other obligations or undertakings now or hereafter owing or

- made by the Borrower to or for -the benefit of :the Bank under this

Agreement, or the Collateral Documents, as hereinafter defined,

. (all such obligations, indebtedness and undertakings being some-

times hereinafter referred to.as the "Indebtedness"), the-Bor-
rower hereby grants or shall cause to be granted, or delivered

to Bank :.

(a). © A first lien upon, and prior security inter-

est (under Section 11363 of the Interstate COmmefce'Act,'thé
Uniform Commercial Code}'és amended, - or 6£her~applicable law) in
the Cars, together with all accessories, equipment, parts and
appurtenances-(wﬁether'now owned'or hereafter acquired) apper—
t;ining or'affached to the Cars, and all renewals or repiaéement

parts of, and additions, improvements, accessions and accumulations

-to, any and all of the Cars, and together with all the rents,

issues, income, profits and proceeds therefrom, ingluding the
proceeds of any policy of insurance thereon. All of the fore-

going is more fully described in and under the terms and condi-
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tions of the Chattel Mortgage and Security Agreement of even date
herewith (the hChatéel Mortgage").

- (b) Assignment of Borrower's rights under the
lease (the "Lease") of the Cars, between Borrower ahd the Maryland
and Pennsylvania Railroad Company, as more fully described in and
under the terms and conditions of the Assignment and Subordination
Agreement, of even date herewith (the "Assignment Agreement"). -

(c) Corporate guaranties of Emons Railcar Corp.
("ERC"), a New York corporation, and Emong Leasing Co..,.Inc....
("ELC"), a New Jersey corporation. (ERC and ELC are sometimes
hereinafter collectively referred to as the "Guarantors"). .= == -

~ All provisions of the Chattel Mortgagéw

and the Assignment Agreement are ihcorporated herein and made
d& 'part hereof by reference (such documents, together with such
other décuments,-agreements; lien instruments and certificates
as—may bé requested by the Bank and now or hereafter delivered
to the Bank with respect thereto or to the Loan, being herein-

after referred to aé'the'"cbllateral Documents" and the piop- :

erty described therein as the "Collateral"). . Ao

3. Conditions.

4 (a)  As a condition of the execution of this'AQreef;'
mént, the Bo;ro@er has deli&ered‘toAthe Bank, ih.férm and.conteht
satisfactory to the'Bénk gnd its counsel, the fdlldwing:aocﬁmenfs-
and instruments:

1) the Collateral Documeﬁté;.

2) a certified copylgf resolutions adopted

by the Board of Directors of the Borrower, authorizing the execu-

tion and delivery of this Agreement, the Collateral Documeﬁts.



-3

.-5~
the Note, and all other documents and instruments required by
Bank for the implementatioﬁ'of this Agreement;

3? - such financing statements as may be re-
quested by the Bank; |

- 4) the Assignment Agreement;

5) guaranties of the Cuarantors, together w1th
a certified copy of resolutions adopted by the respective Board
of Directors of each Guarantor authorizing the execution and deli-
very of their respective guaranties;

| 6) certificate of good standing of Borrower

and each Guarantor; .

7) - such additional-documehts or instruments
as'the Bank may reasonably require under the terms -of the Collateral

Documents, or otherwise.

(b)~ As a condition of the funding of the Loan,

~‘the Borrower shall deliver to the Bank, in form and content satis-

factory to the Bank and its counsel, the following documents and

instruments:

1l).  the Note, duly executed by Borrower;

2)_. Evidence of the Recording of the Chattel

..Mortgage, Lease, Assignment Agreement and such other documents as,

in the opinion of counsel for Bank, are necessary to grant or per-

fect the‘rights of Bank in the Cars or the Lease} at the Inter-

state Commerce Comm1551on and such Canadlan federal and prov1nc1al
offlces as are requlred by counsel to the Bank

3) ) a certlflcate, 31gned by an offlcer of
Borrower, to tﬁe effeet that the representatlons and warrantles )
set forth in.Section 4 hereof are true and correct as of the date
of such certificate, and that no event has occurted which consti-

tutes an event of default herednder;
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_4). photocopies of original insurance policies
meeting the criteria set forth in clause (e) of Section 5 below,
together with a certificate of insurance, addressed to Bank, from

the insurer under such policies;

5) a copy of the bill of sale evidencing

that Borrower has acquired good title to the Cars from the sel-
lers thereof, free and clear of all liens and encumbrances and

that the cost of the Cars, as reflected therein, is not less

than the pr1n01pal amount of the Loan,

6) oplnlons of Messrs. Greenberg, Irwin, Pell-

" man & Slade and Messrs. McDonald &'Hayden, substantially in the

form attached hereto as Exhibits C and D respectively;

7) evidence satisfactory to Bank that each
of the Cars has been régisfefédtwith UMLER of the Association
of American ﬁailroaos}

8) such additional documents or instru-
ments as the Bank—may.réasonably require under the.terms of the

Collateral Documents, or otherwise.

4. Representations and Warranties. The Borrower repre-

oents and wérrants to tho Bank, as follows:

@ | (a) . The Borrower and the Guarantors are cor-'
poratlons, duly organlzed and validly ex1st1ng and in good

standing under the laws of the;r respectlve states of incorporation
have‘the corporate power and the authority to own and operatéoj
their properties and to carry on business in any jurisdictioh :

in which their businesses are now being oonducted, and Bor-

rower has no subsidiaries and employs no fictitious trade
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(b) The making, execution and performance by
the Borrower of this Agreement and the Collateral Documents
and by the ‘Guarantors'of the guaranties applicable to them,
and the issuance of the Note by the Borrower, have been duly auth-

orized by all necessary corporate action and will not violate

any provision of law or of the charter or by-laws of the Borrower

.or Guarantors or any agreement, trust or other indenture or instru-

ment to which the Borrower or Guarantors are a party, so that'this
Agreement, the guaranties and the Collateral Documents, when executed,
and the Note,'when issued and funded, will be valid and enfor-
‘ceable obligations of the Borrower and/or Guarantors in accor-
dance with their terms. ’ d

(c) ' The Collateral is and will be owned by the
Borrower, free and clear of all liens, encumbrances, security
interests or other rights of third parties, excepting only (i)
the rights and interestsjgranted Bank nerein and in the Col-
lateral Documents; (ii) the rights permitted in paragraph (a)
of Section 6 below; (iii) the lien of taxes claimed to be due to
the Commonwealth of Pennsy1vania, the amount and validity of whicn

_are being contested in good faith by Borrower pursuant to paragraph

(d) of Section 5 below; (iv) the Lease; and (v) -other usage arrange-
ments, in the ordinary course of business, entered into by the Bor-
Fower or any sub51d1ary of Borrower, provided 'nowever, no such o
~usage arrangements shall be entered into by Borrower or any of
its sub51diaries w1thout the prior written  consent of Bank which,
consent shall not be unreasonably w1thheld or delayed. |

(d) The consolidated balance sneet of Borrower:
and its subsidiaries (all current and future subsidiaries of Bor-

rower are hereinafter jointly referred to as the ﬂSubsidiaries"),
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as of December 31, 1979 .and income and surplus statements of
the Borrower and the Subsidiaries for the fiscal period then
ended, heretofore furnished to Bank, have been prepared in
accordance with generally acceéted accountieg principles, are

substantially complete and correct, and, with substantial

‘accuracy, fairly present the financial condition of the Bor-

rower and the Subsidiaries as of said date and the results
of their operations for the period then ended. To the
best of the'Borrower's knowledge and belief; neither it,
nor Guarantors, have any material or substanﬁial contingent
obligation of liability for texes or otherwise not dis=.. .:>...-
closed or reserved against in such_financialAstatements or other-
wise disclosed to the Bank in writing. Since December43l, 1979,
there has been no material adverse change in the condition of .
the Borrower-or the Subsidiaries (as a consolidated group), finan-
cial or otherwise, from ehat eet forth in said balance sheet~as’of
seid date, other than changes previously disclosed to the Bank,
in writing. _

(e) Except. as previously disclosed in writing
to the'Bank, there are no suits or proceediﬁgs pending or,

to the knowledge of Borrower, threatened against or affecting

the Borrower or theTSJESiaiaries, in which the emoune iﬁfaisputee_
éxceeds $10,0QOL or any euch claims which,.in ﬁhe.aggfegate”exceed :
$50,000.;or'whieh,‘if'adverseljfdetermined, woula:have?a ﬁeteriai 
adverse effect on the financial condition or bﬁsinese of”the'.i'

Borrower or the Subsidiaries (as a consolidated group) ,

and neither the Borrower nor the Subsidiaries are in default in
the performance of any agreement to which they may be a party

or with respect to any order, writ, injunction, decree of any



-9-
court or ‘any Federal, state, municipal or other governmental agency

~.

or instrumentality. .

"(£) - - The Borrower has no knowledge of -its or the
Subsidiaries having incurred (a).any material accumulated funding
deficiencf-within the meaning of the Employee Retirement In-
come Security Act of 1974, or (b) an& material liability to
the Pension.Benefit Guaranty Corporation established under
such Act (or any successor thereto under such Act) in con-
nection with any employee benefit plan established or maintained
by the Borrower or the Sub51d1ar1es, nor -has the Borrower or
the Subsidiaries had any_tax assessed agalnst them by:thew.w
Internal Revenue Service for any alleged violation under.: :.... -

Section 4975 of the Internal Revenue Code. To the Borrower's

knowledge, no prohibited transaction within the meaning of

said Section 4975 has occurred with respect to any employee .-

benefit plan established .or .maintained by the Borrower or the

e

Subsidiaries.

(g) Except as permitted by paragraph (b) of Sec-
tion 6 hereof none of the Cars is or will be subject to any
management agreement whereby Borrower permits any person'or
entity to manage the Cars on its behalf.

o -(h),%" None of the Cars mortgaged in favor of Bank
is sub]ect to any nortgage, pledge, securlty 1nterest tltle re-
tention 'lien or other‘encumbrance or adverse claim, other than
a lien in favor_of Bank, the lien of any tax.claimeo to'be~due_to
the Commonwealth of Pennsylvania, the amount or'validitf‘of which g
is belng contested in good faith by Borrower pnrsnant.to para4'
graph (d) of Section 5 below, +'he Lease, or the letter acreement,

dated January 24, 1980, between.the Maryland and Pennsylvania Rail-
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(i) Prior to the funding of the Loan,
Borrower will be the owner 6f the Cars; all of the Cars will be
fully paid for upon disbursement by.the Bank of the Loan; and
all of the Cars'will have been registered Qith UMLER of the Asso-
ciation of American Railroads and shall have been assigned an
UMLER value in the aggregate of not less than the Loan.

‘ (3) Ali business records of Borrower are kept
and maiﬁtained‘at 490 East Market Street, York, Pennsylvania,
17403, and Borrower will not, without the written conéent of the
Bank, remove any of such‘feéords from such place of business;

5. . Affirmative Covénants;, As long as any pox-

tion of the.Indebtédness remains outstanding'and'ﬁnpéidt
the Borrower covenants and agrees‘that, in the absence of
prior written consent of tﬁe.Bank, it will:

(a) -Furnish -to the Bank, not later than -one hﬁndred
twenty (120) days after;ﬁhg ciose of eaéh fiscal year, statements of

profit and loss and sﬁfblﬁs of the Borrower and the Subsidiaries

. for such year, and a consolidated balance sheet for the Bor-

rower and the Subsidiaries as of the last day of such fiscal

year, all prepared'in accordance with genefally accepted ac-
'counting principles consistently appliéd and ceftified, ﬁith-

out qualification, by independent public accountants,.satis?.,
féctory to the Bank.. In additipn, the Borrower will fgrnish :1 =
to the Bénk; qﬁartérly(:yithin'sikty (60) days of the;blésé:7" }
of each quértériy fiécai peribd, its and the Subsiaiariéé"}
COnéolidafed unauditedrstatehents 6f1prbfit and loés.énd guf--."
plus for suéh fiscal quarter, andxa balance sheefvés_of the 

end of such fiscal quarter, each certified by its pfinéipal

financial officer.



-1l1-

(b) With reasonable promptness furnish to the
Bank such additional information and data (including, inter
alia, AAR interchange reports'relative to the Cars) concerning the
business and financial condition of the Borrower and the Sub-
sidiaries as may be reasonably requested by the Bank, and
-afford the Bank, or its agent, access to the books, records and
properties of the Borrower and the Subsidiaries at any rea -
sonable times. Bank agrees that all such information shall be
maintained as confidential by Bank, except that Bank may make all
such information available to any participant in the Loan or any

purchaser of the Note.

(c) fMaintain . working capital of not- less
than the following: » _
(1) Until June 30, 1980 - $500,000.

(ii) Thereafter until June 30, 1983 -
$750,000.

(iii) Thereafter until the payment in full
of the Indebtedness - $1,000,000.

' As used above, "working capital" shall mean
current.assets(including,materials for buildind freightAcars.~
and work in progress for'constructing freight cars) , over“cur—.
rent llabllltles. | | | . o . .

(d) - Promptly pay and.discharge ail taxes,d
governmental charges and assessments lev1ed and assessed or
1mposed upon the property; operatlons or income: of the Bor— :
rower and the Sub51d1ar1es, and pay all other clalms whlch
if unpald, mlght become liens or charges upon the property of
the Borrower or the Subsmdlarles; prov1ded, however, that"
nothing in this paraQraph shall recuire the Borrower to pay

any such taxes or assessments as long as the Borrower shall in
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good faith contest the amount or validity thereof.

(e) ~ Maintain (i) its corporate existence and its
compliance wirh all applicable statutes, rules and regulations
with respect thereto; and (ii) comprehensive personal liability
‘insurance with respect tc its and the Subsidiaries; business and
assets, with companies reasonably satisfactory to Bank, in such
amounts and against such hazards and liabilities as is customary
in the inddstry by entities having business operations similar
to that of Borrower, all such policies covering the Collateral
to insure the Bank as 1ts interest may appear and to provide for
thirty (30) days' notlce to Bank of cancellation or material

change in coverage.

(£) Promptiy-derend.any acticn, proceediné
or claim affecting Borrower or its property and promptly
notify the Bank of the institntion of any such action, pro-
ceeding or claim if the same would materially affect the -
financial condition of the'Borrower or its property if adversely

determlned, or any such actlon, proceedlng or claim if the

same exceeds $25,000. and is not covered by insurance exclusive'
of the deductible. prov1ded for in any such pollcy of insurance. -
(g) tMaintain, preserve, protect and keep in good.

"order and condltlon (ordinary wear and tear excepted) all prop-m'

' erty necessary in the conduct of 1ts bu51ness and frOm tlme to :f’.

tlme,'make all necessary ‘or approprlate repalrs,'replacements ”Qj
and 1mprovements thereto.i' | | - - o -

(h) Promptly glve written notlce to the Bank of1
.the occurrence of any event which would cause any representatlon

or warranty made in Section 4 above, to be untrue at any tlme,
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(i) Promptly repair or cause to be repaired all

damage (other than damage constituting total destruction of any

’port%on of the Collateral) to the Collateral.
| (3) In the event of £he total destruction of any

of the Cars, pay to Bank a‘sumiequal'to the sum obtained by multi-
plying the principal balance of the Loan at the time of such de-
struction, by é fraction, the numerator of wﬁich is the number of
Cars déstroyed and fhe denominator of which is the number of the
‘Cars existing immediately priér to such destruction. Any such sums
received by Bank shall be ciedited toward payments due on the Loan
in the inverse order of their maturity. _

(k) After the giving of reasonable notice by Bank,
permit and cause the Subsidiaries to permit, any person desigﬁated
by Bank at such.réasonablé times and places and as often as Bank
may reasonably request, to vig;t andminspect the Collateral.

(1) If an officer of Borrower shall obtain

knowledge of the occurrence of any event of default set forth
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in this Agreement, immediately give written notice to Bank speci-
fying the nature of such event of default.

- (m) At.any time and from time to time after the
execution and delivery of this Agreement, upon the request of
Bank, execute and deliver such further instruments and documents
(including, without.limitation, such further financing statements)
and do such. further acts and things as Bank may reasonably request
in order to fullj effect the purposes of this Agreement and to
.perfect and maintain the perfection'of Bank's security interest

in the Collateral.

(n) 'Cqmbly,_and.shall require every user.of a‘

Car to comply, in all respects (including, without limitation,
with respect to the use, maintenance and operation or each Car),
with all laws,'rules and'regulations of the jurisdictions in-
which its or such user's operations involving a Car may extend,
with the interchange rules of the Association of American Rail-
roads and with all lawful rules and regulations of the Depart--
'ment of Transportation,Athe lnterstate Commerce Commission andv
any other legislative, erecutive, administrative or judicial .
body exerc1Sing any power of jurlSdlCthn over the Cars, or any
‘of them, to the extent that such 1aws, rules and regulations affect
‘ the title, operation or use of the Cars, or any of them. o

| (c) o Until all of the Indebtedness has been paid_'
in full, the Borrower shall maintain, directly in 1ts own name, f’"'
ownership ‘and voting control of at least 98. l% of the shares of

stock of the Maryland and Pennsylvania Railroad Company,,free

and clear of all claims, liens and encumbrances.
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“(p) Shall use the Cars, and permit the Cars to
be used, only in the manner for which they were designed and in-
tended and so as to subject them only to ordinary wear and tear.

Borrower shall cause the Cars to be maintained and kept in good

- order, condition and repair so that each Car will remain (i) in

as good operating condition as when purchased by the ﬁorrower
(ordinary wear and tear ekcepted); and (ii) in compliance with
any and all applicable laws, rules and regulations. Borrower
shall not make, or permit the making of,” any permanent or other
material modification to any Car without the prior written ap-
proval of the Bank, which~approval shall not be unreasonably
withheld. Any parts installed orireplacements made upon any Car
shall be considered accessions to such Car and shall be subject

to the security interest of the Bank under this Agreement and

the Chattel Mortgage.

“;kq) - Cause each Car to be kept numbered
with the identifying number as set forth in Exhibit B
hereto and w1ll keep and maintain, plainly, distinctly,
permanently and conspicuously marked by a plate or stenCil
printed upon. each side of each.- Car"in letters not less‘
than one inch (l“) in height as follows-' _
| ) » Ownership Subject to a Security
' Interest recorded With the I C C.
with' appropriate changes thereof and additions thereto asi‘:;
from time to time may be required by law in order to protect
the Borrower s title to’ such Car,. the rights of the Bank
under this Agreement, and the security interest of the Bank

in the~Cars.:‘ Borrower WlllvnOt place any Car in
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operation, or permit the same to be placed in operation,
until the required iegend shall have been so marked on both
sides thereof, and will replace promptly any such names and

word or words which may be removed, defaced or destroyed.-

Borrower will not change the identifying number of any

car or permit the same to be changed, except with the prior
written.consentAof Bank and in accordance with a statement .
of new identifying numbers to be substltuted therefor, whlch

consent and statement shall have been prev10usly flled w1th

the Bank by the Borrower and flled, recorded or dep051ted ln

all publlc offlces where the Chattel Mortgage or any of the other -
Collateral DOcuments shall have been filed, recorded or dep051ted.
Except as prov1ded in thls paragraph Borrower will not allow

the name of any person, assocxatlon or corporatlon to be. placed

on any Car as a de51gnatlon that might be 1nterpreted as a

claim of ownership.

6;. Negatlve Covenants. As long as any portlon o

of the Indebtedness shall remaln outstandlng and unpald,
the Borrower covenants and agreeS-that, in the absence

of prlor wrltten consent of the Bank it will not, nor w1ll

1t suffer the Sub51d1araes to..

~—

. (a) j Create, 1ncur, assume oOr permlt to ex1st

"any mortgage, llen, pledge, charge, securlty 1nterest or other.=f

encumbrance upon any of the Collateral, except (1) nortgages

Aor .other securlty 1nterests w1th respect to money borrowed

from the Bank, and (ii) llens for taxes or governmental clalms

not yet due or which are being duly contested, in accordance withi

paracraph (d) of Secticr 5 abov-.
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- (b) Sell, convey, lease, assign, transfer or other-
- wise dispose (voluntarily or by operation of law) of all or any
portion of the Collateral, other than the Lease‘and'other similar
usage arrangements in the ordinary‘course of business; provided,
howeyer, no usage arrangements other than the'Lease shall be en-

‘tered into by Borrower without the prior written consent of Bank,

which consent shall not be unreasonably withheld or delayed.:

(c)' Permlt the ratio of its consolidated
llabllltles (excludlng reserves for deferred Federal income -
taxes and other reserves to the extent that such reserves do
.not constitute an obiigation), and‘in conformity with gener-
ally accepted accounting principles'applied on‘a‘basis con-
sistent with past practices, to consolidated net worth. in-
cluding redeemable preferred stocks, plus (i) any excess of
book value of assets acqulred over cost relatlng to the acqulsl—
tion of the shares of the Maryland and Pennsylvanla Rallroad
Company, if any, but not eXceeding $1,200,000., less (ii) good
will, if any, to be greater than four to one. Consoiidated

‘liabilities and consolidated net WOrth'tO’be determined pur-
suant to the Consolidated Statements. _ |

o fd) | Declare or pay any d1v1dends (except lele’
dends payable in stock of Borrower) in excess of srxty—51x and
Atwo thlrds percent (66 2/3%) of the cumulatlve net addltlons
to its consolldated earned surplus resultlng from consolldated
net earnings subsequent to December 31 1976.7t:l: o

| ‘(e)‘ Lease all or any of the Cars for a'
perlod in excess of three (3) months w1thout causxng the les-A
see under such lease to subordlnate its rlghts thereunder to

Bank's 1nterest under the Chattel Mortgage.
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(£) Permit any of the Cars to be placed in oper-

ation outside of (i) the continental United States, (ii) the

Canadian provinceé of British Columbia, Alberta, Saskatchewan;'

‘Manitoba, Ontario, Quebec and Newfoundland, and (iii) any‘ofher

jurisdiction in Canada with respect to which the Bank shall have
received evidence satisfactory to it (including, without limi-
tation, appfopriéte legal opinions) that the Bank has.a first

perfected security interest in the Cars under the laws of such

‘jurisdiction (all the foregoing jurisdictions-are referred to

collectively herein as "Permitted Jurisdictions"); provided,
however, that it shall not constitute a breach of this covenant -

if at any fime_fewe;nyhan_two of the Cars are in jurisdictions .

in the Dominion of Canada, other than the Permitted Jurisdictioﬁs}.

for periods not exceeding sixty (60) days.

~~.
.
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7. Events of Default. The occurrence of any

one or more of the following events shall constitute an

"Event of-Defadlt“ hereunder:

(a) Failure by the Borrower to'pay,'within.ten
(10) days of the due date, the Indebtedness or any portion thereof;

-or

(b) Failure by the Borrower to observe or perform
any agreements, conditions, undertakings or covenants in this
Agreement, the Note, the Collateral Docﬁmenrs or in:any;other
agreement betweenﬁthe Borrower and the‘Bank and the contrnnance
of such failure for a beriod of ten (10) days after written notice . -
thereof from Bank to Borrower, prov1ded however, lf such fallure
cannot be cured by Borrower w1th1n such ten-day perlod ‘Borrower

shall have a reasonable perlod of tlme (not to exceed thlrty (30)

days from the date of notlce from Bank) to remedy such failure,

provided Borrower immediately initiates appropriate action to remedy '

such failure and contlnuously proceeds w1th the actions necessary

" to promptly remedy same; or.

(c) If any representatlon or warranty made
1n.thls Agreement or furnlshed by the Borrower or any Guarantor
1n connectlon w1th the maklng of thls Agreement or the maklng}
of the Loan or in. compllance w1th the prov151ons hereof shallfy“

prove to have been false or erroneous in any materlal respect.*-

‘when made, or

(d);‘ The Borrower or any Guarantor shall

become 1nsolvent or unable to pay its or thelr debts as they
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mature, or shall file a voluntary petition or suffer any
involuntary'petition to be filed against it under any pro-
vision of any state or Federal'bankruptcj ot insolvency
statute, d; shall make an assignment for the benefit of

"its creditors, or shall apply for or consent to the appoint-
ment of a repeiverffor its assets, or any attachment or gar-
nishment shall be initiated or filed against the nroperty
of the Borrower oOr any Guarantor. R

Upon the occurrence 'of any one or more

of the Events of Default set forth above, the Bank may, at

its election, forthw1th declare all or any portlon of the . -
Indebtedness to be immediately due and payable, without pro-

test, demand or other notice, which are hereby expressly

waived by the Borrower. A
8. “Remedies Upon Default.
(a) Upon the occurrence of any Event of

-

Default or at any time thereafter during the continuance of .
such defauit, the Bank, in addltlon to the rlghts spec1f1cally ,.:
granted hereunder or now or hereafter ex1st1ng ln equlty,.
at law, by v1rtue of statute or otherwise- (each of whlch

rlghts may be exerc1sed at any tlme and from time to tlme),

may, at ltS electlon, exerc1se 1ts default rlghts and reme—~'
dies under any of the Collateral Documents or any'other agree-’f”f
ment between the Borrower and the Bank, in accordance with

the'respective provisions thereof, to the extent‘permitted,beﬁ

applicable law; and in addition hay,‘to~the extent permitted byji‘d

applicable .law:
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(i) By its employees, agents or at-
torneys, take possession of the Cars, or any portion
thereof, wherever located, with or without notice or pro-.

cess of law and free from all cleims by Borrower, and, for

-that purpose, Bank may enter upon Borrower's premises where’

any of the same is located,.remove the same without liability )
for suit, action or proceedinguby Borrower, and use in con-
nection with such removal any and all services, supplles,
aids and other facilities of Borrower.

.(11) ‘Take possession of the Cars,
or any portion thereof, free from all claims by Borrower, by -

directing that they be assembled and delivered to Bank at .

any place or plaoes which ma§"be reasonably convenient to
Borrower and the Bank, in which event Borrower shall, et its
own expense, forthwith cause the same to be moved to the place
or places so desigﬁated by Bank and there delivered to Bank,

it being understood that Borrower's obligation so to deliver

the Cars is of the essenCe of thiS'Agreement and that, .

accordlngly, ‘upon appllcatlon to a court" of equlty having
jurlsdlctlon, Bank shall be entitled to a decree requlrlng
spec1f1c performance by Borrower of such obllgatlon. oo

i';“ ~1;-¢ }' (111) Requlre Borrower to recelve as

- . the sole property of Bank and hold as. trustee for Bank,

all moneys, drafts and other property in which Bank has

‘a security interest _and which comes into-the possession of .

Borrower. ..

(b) .Furthér, upon.the occurrence- of any'Event

of Defaﬁlt, or at any time thereafter during the contipuance of = -
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such default, Bank may, at its option, to the extent permitted

by applicable.law:

- (i) Sell its interest in the Cars

or any portion thereof, at one or more public or private

sales, in such manner, at such time or times and upon suchv
terms as Bank may'determine, following written notice to
Borrower (and Borrower hereby agrees that written notice
given or sent at least five (5) days before the'time of an§
intended oublic sale, or before the time after which private
sale of the -fCars; or any portion thereof, is to be made,\
shall be reasonable notice of such sale); and/or

(ii) Hold, lease, operate and otherwise-;
use'or permit the use of the Cars or any portion thereof,
in such manner, for such time and upon such terms as Bank o

may deem to be in its best 1nterests, and in connectlon

therew1th, collect and retaln all earnings, rents, proflts
and other amounts due and to become due. '

h Upon request from tlme to tlme, -
Borrower agrees to use its best efforts to assxst Bank 1n o

selllng and/or leasing - Cars de51gnated by Bank under terms_ .

‘ and condltlons acceptable to Bank. The proceeds of any such '”";;m

sale and the net earnlngs of any such holdlng, leasrng, op-fi

eratlon or other use, and’ the proceeds of any other collec-~'
tlons made w1th respect to~.Cars, shall be applled by Bank
in thehfollowing order:

(1) Pirst, to the payﬁent'cfAthe'f

reasonable expenses of retaking, holding, using, prepariné -




; Cars other than a duty of reasonable custodlal care ‘of
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for lease, leasing,.preparing for sale, selling, collecting
and the lihe.
- L (2) Second, to the payment of rea-
sonable attorneys' fees and other legal-expenses.‘
| (3) Third, to the payment of inter-
est accrued on the unpaid principai haiance of-the Note, - ‘
| | ". (4) Fourth,.to the'payment of the
unpaid principal of”the Note, o . | |
(5) . Fifth, to. the payment of all
other Indebtedness and other obllgatlons of Borrower to
Bank. - | i
| | Bank shall account to Borroner _;f°
for any surplus and Borrower shall be liable to. Bank for anyid
deficiency.
| Bank shall not have any obllgatlon
or duty to exercise any of the rlghts, pr1v1leges, optlons
or powers, or to sell or otherw1se reallze upon any portlon
of the Cars, as authorlzed in thls Sectlon,'and Bank shall

not be responsible for any fallure to do so or delay rn so

doing, and shall have no duty to protect or preserve the

any such Cars 1n 1ts possessxon.A-

'1f9.'5-_’h Miscellaneous.

‘(a) Thls Agreement the Collateral Documentsx.z

and the Note shall be construed as one agreement and in the

.~ event of 1ncon315tency, the prov1510ns of the Note shall control

the prov151ons of this Agreement or any Collateral Documents,_‘

-



f'the Collateral.
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and the provisions of this Agreement shall control the provi-
sions of any Collateral Document.
(b) Modlflcatlons, waivers or. amendments of

or to the” provxsrons of this Agreement, any Collateral Docu-

~ ments or the Note shall be effective only 1f set forth ln.aA'

written instrument signed by the party against which samehﬂi

are sought to be enforced

(c) The Borrower shall pay all costs and
expenses reasonably incurred by the Bank. in connection
with the preparatlon, execution, delivery and performance

of thlS Agreement, the Collateral Documents, the Note and all

other lnstruments ‘and agreements executed in connectlon

herewith, and any waivers thereof or supplements or amend-'
ments thereto or in connection with the collection of the -
Indebtedness or any part thereof or the perfection, pro-
tection.or maintenance of the Bank's interest in any Col-
latera;. Such costs and expenses shall include, but not .

be limited to,‘fees'and'disbursements of counsel for the ;:::
éank and costs and expenses 1ncurred in connectlon with
the filing and . termlnatlng of chattel mortgages and/or'ini-ff;*ft

flnan01ng statements or other recordlngs with respect to

‘t_(d)p“.If.any_provision of this.Agreementtisziirg? N

prohibited bf, or is unlawful or unenforceable'under, anyxﬁr“;pjﬁi_f

applicable law of any jurisdiction, such provisionrshali)k"?”‘f? S

as to such jurisdiction[ be ineffective to the ektent-oféf““”ﬁ"

such prohlbltlon without 1nva11datlng ‘the remalnlng prov1-::f>

sions hereof; prov1ded ~however, that any such prOhlbltlon-;ﬁﬁf‘”
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in any jurisdiction shall not invalidate such provision in
any other jurisdiction}'and‘provided, further, that where
the provisions.of any such applicable law may be waived,

they hereby are waived by Borrower to the full extent per-
mitted by law to the end that this Agreement shall be deemed
to be a.valid'and binding agreement in accordance with itsv

terms..

(e) "This Agreement contalns the entlre agree;
ment between the parties hereto with respect to the subject
matter hereof and supersedes and cancels any.prlor under-.
standings and agreements with respect thereto.

(£) 1If Borrower shall fail to make-any'paye

ment or perform any act requlred hereln, Bank may, but shall

not be obllgated to, make such payment or perform such act

for the account of and at the expense of Borrower, w1thout

notice to or demand upon Borrower and without waiving or

‘hrelea51ng any obllgatlon or default. Borrower hereby inf

demnlfles and holds Bank harmless from and agalnst all
losses and expenses (1nclud1ng, but not llmlted to, reason—-'
able attorneys fees) suffered or 1ncurred by Bank by reason

of any acts performed by lt pursuant to thlS Subsectlon,'and :;

!

_ Borrower shall pay to Bank upon demand, all sums’ expended,;a‘_’u

or losses and expenses suffered or lncurred by Bank pur—f]*
suant to thlS subsectlon plus lnterest thereon, at a rate~ 7

equal to two percent (2%) per annum in excess of the rate of :

interest on the Note, from.: the date on Wthh such sums are

expended, ar losses and expenses suffered or 1ncurred by Bank

to the date on which Borrower reimburses Bark therﬂffr
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(g) If any action shall be instituted with
respect to thls Agreement by Bank and Bank shall prevall in
such action, Bank shall receive from Borrower all costs of .
Bank incurred by it in connection with such action, including

reasonable attorneys' fees.

- (h) Any notice or other communication by,
one party hereto to the other shall be in writing and shall:.
be deemed to have been validly given 1f dellvered or malled,’

postage prepald addressed as follows:

If to the Borrower: Emons Industries, Inc.
' 490 Fast MarkKet Street
York, PA+«~ 17403 . .

Attention: - Chairman

If to the Bank: Central Penn National Bank
: - Five Penn Center Plaza ..
. Philadelphia, PA 19103
- . Attention: Paul A. Pyfer,
- : Vice President

'(i) < All agreements, representations,'war-'

ranties and covenants made by the Borrower hereln or in any;;:,f"'

certlflcate or other document dellvered to the Bank shall

survive the 1ssuance and payment of the Note and shall be

: contlnulng as long as any portlon of the Indebtedness shall»7~

; remain outstandlng and unpald prov1ded however, that the

~ covenant set forth in paragraph (c) of this Sectlon 9 shalliff;ffﬂxff

survive the payment of theAIndebtedness.f

'-(j) This Agreement shall be blndlng upon E
and inure to the benefit of the resoectlve successors and

assigns of the parties hereto, and shall be construed and o
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~.

~.

enforced in'accordaqce with the laws of the Commonwealth
of_Pennsyivﬁnia.:

IN WITNESS WHEREOF, the Borrower and the Bank have
executed this Agreeﬁent as of the day and jear first above

written. -

' ‘EMONS INDUSTRIES, INC.
Attest:

CENTRAL PENN NATIONAL BANK
‘Attest:

T

GJMM)& ,(,Qz/éq)ﬁ_(_, By: f»//ﬂ

s - Paul A. pyfer, Vice President

-



-

Philadelphia ,. Pennsylvania
, 1980

FOR VALUE RECEIVED, EMONS INDUSTRIES, INC., a New York

corporation (Borrower) hereby promises to pay to CENTRAL PENN

NATIONAL BANK, a national banking association (Bank), or its

order, at Five Penn Center Plaza, Philadelphia, Pennsylvania,

or at such other place as the holder hereof may from time to

time designate in writing, in lawful money of the United States
of America, the principal sum of

with interest (computed on the
basis of a 365/360 day year) from the date hereof on the pr1nc1-
pal amount hereof remaining unpaid from tlme to tlme, at a rate
equal to one and one-quarter percent (1-1/4%) per annum in excess’
of the prime rate of interest charged by Bank on 90-day nnsecured ;
loans to Bank's most creditworthy customers ("Prime Rate"), euch
rate to be adjusted on the day following any change in such
Prime Rate; provided however, in no event shall the intereSt
rate be less than ten and one~half percent (10- 1/2%) per annum,'~

nor exceed fourteen percent (14%) per annum. Interest is payable

monthly in arrears on the flrst business day of each month fol-'.}

low1ng the date hereof and pr1nc1pal is payable. monthly on thefé;!i"

flrst‘bu51ness day of each month in one hundred nineteen (llQ)*fi'x

COnsecutive equal monthly installments of $19,444. 44 each' com—

menc1ng on the first bu31ness day of the second calendar month :

follow1ng the date hereof and a final payment of the entire un-
_Exhibit A to Loan and Security Agreement

dated April/% , 1980 by and between
Emons Industries, Inc. and Central Penn National Bank
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paid balance on the sums due hereunder on the first business day

of the one hundred twenty~-first (121st) calendar month following
the date hereof.

This PromissoryANote is the note referred to in, and is

entitled to the benefits of, the Loan and Security Agreement '
betweén;theABorrdwer and the Bank, dated T,
1980. ‘The Loan and Security Agreement, amoﬁg other things, con-
tains Provisions (i) for acceleration of the maturity hereof
upon the happéning of certain eventé of default set forth |
therein (the occurrence of which events, and the failure ﬁo cﬁre -
same, shall be deemed én event of default hereunder), and (ii)
for permissive prepayments on account of the principal hereunder
prior to the maturity hefeoonA the terms and conditions therein
specified. .

Time is of the essence of this Note.

IN WITNESS WHEREOF, Borrower, intending to be legally

“bound, has executed and delivered this Promissory Note on the

day and. year first above written.

- ~ EMONS INDUSTRIES, INC.
Attest: | - R _

~ Chairman . .



. Quantity

Description of Units

84 52'6" 100-ton rigid under- .
frame railroad gondola cars:
with fixed ends.

Serial Numbers

'MPA 20000 through -
MPA 20083, inclu-~

sive.

Exhibit B to Loan and Security Agreement

dated April I , 1980 by and between

Emons Industries, Inc. and Central Penn Nagional Bank



N

OPINION QOF MESSRS. GREENBERG
IRWIN PELLMAN & SLADE

A. The Borrower and the Guarantors were legally incor-
porated and are validly existing as corporations and in good
standing under the laws of their respective states of incor-
poration; have adequate corporate power to own their properties
and to enter into and to perform their respective obligations
under the Loan Agreement, the Note, theVCollateral Documents and
the guaranties dated the date hereof (the "Guaranties"); and are
qualified to do business in any jurisdictions where failure to
qualify would have a material adverse effect upon their respective
financial conditions.

B. The Loan Agreement, the Note and the Collateral Docu-
ments have been duly authorized by all corporate action and duly
executed and delivered by the Borrower, and the Guaranties have
been duly authorized by all corporate action and duly executed
and delivered by the Guarantors, and the Loan Agreement, the Note,
the Collateral Documents and the Guaranties constitute legal,
valid and binding agreements of the Borrower or, in the case of
the Guaranties, the Guarantors, enforceable in accordance with
their respective terms subject (i) to limitations on enforce-
ability imposed by bankruptcy, insolvency, reorganization, mora-
torium and other similar laws affecting creditors' rights generally;
and (ii) to applicable laws which may affect the remedies provided

for in such agreements (including, without limitation, the remedy

Exhibit C to Loan and Security Agreement
dated April , 1980 by and between
Emons Industries, Inc. and Central Penn National Bank
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of specific performance which under certain circumstances may
be unavailable) which laws, however, do not make the remedies
provided for in such agreements inadequate for the realization
of the benefits provided therein.

c. The entering into, delivery and performance of the
Guaranties by the Guarantors and of the Loan Agreement, the Note
and the Collateral Documents by the Borrower does not violate
any law or regulation, and does not result in any breach of, or
constitute a default under, the charter or the by-laws of the
Borrower or Guarantors or any indenture, mortgage, deed of trust,
bank loan or credit agreements or other agreement or instrument
which, after reasonable investigation, is known to us to which
the Borrower or Guarantors are a party or by which they may be
bound.

D. After reasonable investigation, to our knowledge,
there are no pending or threatened actions or proceedings before
any court or administrative agency affecting the Borrower or its
subsidiaries, in which the amount in dispute exceeds $10,000.

Oor any such claims which, in the aggregate, exceed $50,000. or
which, if adversely determined, would materially adversely affect
the condition, business or operations of the Borrower or its
subsidiaries (as a consolidated group).

E. The Collateral is owned by the Borrower free and

clear of all liens, encumbrances, security interests or other
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rights of third parties other than (i) the rights and
interests granted the Bank in the Collateral Documents,

(ii) a lien for taxes claimed to be due to the Commonwealth
of Pennsylvania, (iii) the Lease, (iv) statutory liens not
required to be filed of record, and (v) the letter agree-
ment, dated January 24, 1980, between the Maryland and
Pennsylvania Railroad Company and CN Rail, which agreement is

terminable at will by either party thereto.



OPINION OF MESSRS. McDONALD and HAYDEN

Gentlemen:

As special counsel to Emons Industries, Inc. ("Emons")
we are delivering this opinion in connection with the financing
by Central Penn National Bank ("Bank") of the purchase by Emons
of certain railroad gondola cars ("Cars") pursuant to the terms
of the Loan and Security Agreement dated Apriil ; 1980 between
Emons and Bank ("Loan Agreement").

In preparing this opinion we have examined the following
documents used in connection with the financing aforementioned:

1. Loan Agreement;

2. Chattel Mortgage and Security Agreement dated
April , 1980 granted by Emons to Bank ("Chattel Mortgage") ;

3. Assignment and Subordination Agreement dated April

, 1980, between Maryland and Pennsylvania Railrocad Company

("M & P"), Bank and Emons ("Assignment Agreement") ;

4. Promissory Note in the amount of dated
April, 1980, given by Emons in favor of Bank ("Note");

5. Trust Deed dated April , 1980 between
("Trustee") and Emons ("Trust Deed").

6. Lease dated April , 1980, between Emons and M & P
("Lease").

In addition; we have examined such records, certificates
and other documents and instruments as we have considered necessary
or appropriate for the purpose of rendering this opinion. We have
relied upon the opinion of Messrs. Greenberg, Irwin, Pellman & Slade,
dated April , 1980, in giving the opinions expressed in paragraphs
1 and 2 below. This opinion is restricted to the laws of the Dominion
of Canada and the Provinces of British Columbia, Alberta, Saskatchewan,
Manitoba, Ontario, Quebec and Newfoundland (hereinafter collectively
referred to as the "Provinces"). With respect to the laws of and the
registrations effected in the Provinces other than Ontario, we have
relied on opinions of counsel in each such Province which counsel were
chosen by us and on whom we feel entitled to rely.

EXHIBIT "D" TO LOAN AND SECURITY
AGREEMENT DATED APRIL 18, 1980 BY
AND BETWEEN EMONS INDUSTRIES, INC.
AND CENTRAL PENN NATIONAL BANK
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The Chattel Mortgage and Assignment Agreement, or financing

‘statements in respect thereof, have been registered in the appropriate

provincial office in the Provinces other than Quebec providing for
such registrations. The Trust Deed has been registered in the province
of Quebec pursuant to the provisions of the Special Corporate Powers

Act (Quebec). The Lease and Assignment Agreement have been deposited
in the Office of the Registrar General of Canada under provisions of
the Railway Act (Canada) on , 1980, and notice of such

deposit was given in the Canada Gazette on 1980.

At the time of registration or deposit as applicable, the
following searches were conducted with respect to Emons:

(a) a search under the Bills of Sale Act in force in each
of British Columbia, Alberta, Saskatchewan, and Newfoundland;

(b) a search under the Companies Act in force in each of
British Columbia, Alberta, and Newfoundland;

(c) a search under the Personal Property Security Act in
force in Manitoba and Ontario;

(d) a search under the Corporation Securities Registration
Act in force in Saskatchewan and Ontario

(e) a search under the Special Corporate Powers Act
in force in Quebec;

(£) a search under the Railway Act (Canada); and

(g) a search at the Office of the Registrar of Bankruptcy
in each of the Provinces.

Other than is noted above no other searches were conducted with respect
to Emons or its assets.

Based upon and subject to the foregoing we are of the
opinion that:

1. Emons is a validly existing corporation incorporated
pursuant to the laws of the State of New York and as such has the
corporate power and authority to own and lease the Cars -and to
consummate the transactions contemplated by the Loan Agreement and
the Lease.

2. M & P is a validly existing corporation incorporated
pursuant to the laws of the States of (Maryland and Pennsylvania)



and as such has the corporate power and authority to lease and
own the Cars, to consummate the transactions contemplated by the
Lease and Assignment Agreement, and to carry on and operate its
business in the Provinces.

3. The execution of and the performance of the obliga-
tions, duties and liabilities contained in the Loan Agreement, Note,
Lease, Chattel Mortgage, Assignment Agreement and Trust Deed by
Emons and where applicable by M & P, do not violate the provisions
of any law, rule or regulation presently in force under the laws
of the Dominion of Canada or the provinces.

4. With respect to Emons, the Loan Agreement, Note, Chattel
Mortgage, Assignment Agreement and Trust Deed and with respect to
M & P, the Lease and Assignment Agreement, represent valid and bind-
ing obligations, enforceable in accordance with their terms subject
to and limited by:

(a) any applicable bankruptcy, insolvency, reorganization laws
or other laws affecting the enforcement of creditors' rights generally;:
and

(b) any other laws of general application which require as a
condition precedent .to the enforcement of a charge, security interest
or assignment, to obtain any clearance, consent, authorization ox
other form.of approval; from a court of competent jurisdiction;
provided, however, such laws do not make the remedies provided for in
such agreements inadequate for the realization of the benefits pro-
vided therein.

In addition, in referring to the enforceability of the provisions of
the various agreements, we express no opinion as to the specific
enforcement of any particular provision by the equitable remedy of
specific performance.

5. {(a) The searches referred to herein revealed no liens
or encumbrances, registered or filed against the assets of Emons
other than in favor of the Bank.

(b) In addition, no other registrations are necessary
under the laws of the Dominion of Canada and the Provinces, to protect
the interests of Bank in the Cars and the Lease as against third
parties claiming any interest in the Cars or the Lease.

(c) The registration of the Trust Deed, Chattel Mortgage,
Assignment Agreement and where appropriate, a financing statement
and the deposit of the Lease under the statutes referred to, evidences



in Canada, and in the Provinces the creation of a charge in the
Cars and the Lease in favor of the Bank valid as against third
parties subject to and limited by:

(i) the validity enforceability and priority of
the charges under the applicable laws of the United
States;

(ii) wvalid liens and encumbrances registered against
the assets of Emons under the laws of jurisdictions other
than the Dominion of Canada and the Provinces;

(iii) unrecorded liens or charges created by statutes
of the Dominion of Canada or of the Provinces in favor
of third parties;

6. The consummation of the transactions contemplated
by the Loan Agreement.

(a) will not constitute on the part of Bank, carrying
on business in Canada or the Provinces;

(b) does not require the approval, consent or granting
of a license by the government of Canada or any of the
Provinces;

(c) does not require Bank to make registrations or
filings in Canada or any of the Provinces regarding its
business activities;

(d) will not subject Bank to Canadian Income Tax
on payments received pursuant to the transactions con-
templated by the Loan Agreement provided that any such
payments are not made to Bank by a person, firm or
corporation resident in Canada within the meaning of the
Income Tax Act (Canada) (the "Act"). If the person, firm
or corporation making such payment to the Bank is a
resident of Canada within the meaning of the Act, then
the gross amount of such payment will be subject to
withholding tax at the rate of 15% as provided under
the Act and the Canada-United States Tax Convention.




LIST OF SUBSIDIARIES AND
TRADE NAMES

Subsidiaries

Maryland and Pennsylvania Railroad Companyi

Emons Railcar'Corp.

Emons Leasing Co., Inc.

Trade or Fictitious Names

None

Exhibit E to Loan and Security Agreement
dated April (€, 1980 by and between _
Emons Industries, Inc. and Central Penn Nation-~1 Bank -



: The Casualty Value of each Car as of the date upon
which payment is to be made shall be that percentage of the
purchase price of such Car as is set forth below opposite the

SCHEDULE B

Casualty value

month of lease term in which such payment is to be made. -

Month of

Lease Term Percentage
1 99.741
2 99.479
3 99.214
4 98.946
5 98.675
6 98.400

1 98.122
8 97.841
9 97.557

10 97.269

11 96.978

12 96.684

13 96.386
14 96.085

15 95.780

16 95.472

17 95.160

18 94.844

19 94.525

20 94.202

21 93.795

22 93.544

23 93.209

24 92.871

25 92.529

26 92.183

27 91.833

28 91.479

29 91.120

30 90.757

Month of
Lease Term

31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
16
47
48
49
50
51
52
53
54
55
56
57
58
59
60

Percentage .

90.390
90.019
89.643
89.263
88.879
88.490
88.097
87.699
87.296
86.889
86.477
86.060
85.638
85.211
84.779
84.342
83.900
83.453
83.001
82.543
82.080
81.612
81.138
80.659
80.174
79.683
79.187
78.685
78.177
77.663



Month of

Month of :

Lease Term Percentage Lease Term Percentage
61 ‘ 77.143 91 58.383
62 76.617 92 57.638
63 , 76.085 93 56.885
64 , 75.547 94 56.123
65 75.003 95 55.352
66 74.452 96 54.572
67 © 73.895 97 53.783
68 73.331 : 98 ‘ 52.985
69 72.761 99 "52.177
70 72.184 100 51.360
71 71.600 101 50.533
72 71.009 102 49.697
73 70.412 . 103 48 .851
74 69.808 104 47.995
75 69.197 L 105 47.129
76 68.578 106 46 .253
77 67.952 107 45.367
78 67.319 108 44.470
79 66.679 109 43.563
80 66.031 : 110 42.645
81 65.395 111 41.717
82 64.712 112 40.778
83 64.041 113 39.828
84 63.362 114 . 38,867
85 62.675 115 37.895
86 61.980 116 7 36,911
87 61.277 117 L 35.916
88 60.566 118 R 34.909
89 59.847 119 33.890
90 59.119



