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Washington, D.C. 20423-0001 mgé
= g2&n
~ Re: Recordation Pursuant to 49 U.S.C. §11301 z §t§§
— E
. i Dear Mr. Secretary: = e
3 , = =
~ Enclosed for recordation pursuant to the provisions of 49
T U.S.C. §11301, please find one (1) original and one (1) certified
§ copy of each of the documents that follow:
2
o)

w{] (1) a Bill of Sale dated December 1, 1997, a primary document
! ﬁg as defined in the Surface Transportation Board’s (the
)

_ "Board") regulations governing +the Recordation of
§, Documents, 49 C.F.R. §1177.1(a);
; g“: 10 gL é,(2) .a Security Agreement (Equipment) dated November 20, 1997
197¥ (the "Security Agreement-Equipment"), also a primary
(ﬁ document under the Board’s regulations; and
7 > Il)g 3 (3) a Security Agreement (Accounts, Chattel Paper, and

(6799 H Inventory) dated November 20, 1997 (the "Security
Agreement-Accounts, Chattel Paper, and Inventory"), also
a primary document under the Board’s regulations.

We request (a) that the Bill of Sale, the Security Agreement-
Equipment and the Security Agreement-Accounts, Chattel Paper, and
Inventory, be cross-indexed with Recordation No. 16749, in which a
security interest regarding the property that is the subject of
this filing was recorded on January 31, 1990 in favor of NBD Bank,
formerly known as National Bank of Detroit, a national banklng

association, and (b) that you list these documents in your index
under the name of each of the involved parties.



MILLER, CANFIELD, PADDOCK AND STONE, P.L.C.

The Hon. Vernon A. Williams -2- December 4, 1997

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

(1) Bill of Ssale

Vendor: * Central Michigan Railway Company
1410 South Valley Center Drive
Bay City, Michigan 48760

Purchaser: Huron Leasing Corporation
211 Newman Street
East Tawas, Michigan 48730

(2) Security Agreement-Equipment

Mortgagors: Huron Leasing Corporation
(Debtors) 211 Newman Street

East Tawas, Michigan 48730
Mortgagee: Comerica Bank
(Secured Party) 500 Woodward Avenue

Detroit, Michigan 48226

(3) Security;Agreement-Accounts, Chattel Paper, and Inventory

Mortgagors: Huron Leasing Corporation
(Debtors) 211 Newman Street

East Tawas, Michigan 48730
Mortgagee: Comerica Bank
(Secured Party) 500 Woodward Avenue

Detroit, Michigan 48226

Included in the property covered by the Bill of Sale, the
Security Agreement-Equipment and the Security Agreement-Accounts,
Chattel Paper and Inventory, are the railroad cars and other
rolling stock that follows:



MILLER, CANFIELD, PADDOCK AND STONE, P.L.C.

The Hon. Vernon A. Williams -3=- December 4, 1997
DM 5825 DM 5847 DM 5868
DM 5826 DM 5848 - DM 5869
DM 5827 . DM 5849 DM 5870
DM 5828 DM 5850 DM 5871
DM 5829 . DM 5851 DM 5872
DM 5830 : DM 5852 DM 5873
DM 5831 DM 5853 DM 5874
DM 5832 DM 5854 DM 5875
DM 5834 DM 5855 DM 5877
DM 5835 DM 5856 DM 5878
DM 5836 DM 5858 DM 5879
DM 5837 DM 5859 ‘DM 5880
DM 5838 DM 5860 DM 5881
DM 5839 DM 5861 DM 5882
DM 5840 DM 5862 DM 5883
DM 5841 DM 5863 DM 5884
DM 5842 DM 5864 DM 5885
DM 5843 DM 5865 DM 5887
DM 5844 DM 5866 DM 5888
DM 5846 DM 5867 DM 5889
DM 5890

Included in the property covered by the Security Agreement-
Equipment and the Security Agreement-Accounts, Chattel Paper, and
Inventory, are railroad cars and other rolling stock intended for
use related to interstate commerce, or interests therein, owned by
the aforesaid mortgagor at the date of said Security Agreements or
thereafter acquired by it or its successors.

(The owner of all of the above-described property is
Huron Leasing Corporation.)

A check in the amount of the applicable filing fee is
enclosed. Please return any additional copies of the Bill of Sale,
the Security Agreement-Equipment and the Security Agreement-
Accounts, Chattel Paper, and Inventory that are not needed to:

Brad B. Arbuckle, Esq.

Miller, Canfield, Paddock and Stone, P.L.C.
1400 North Woodward Avenue, Suite 100
Bloomfield Hills, Michigan 48304

(248) 645-5000

A short summary of the documents to appear in the index
follows:



MILLER, CANFIELD, PADDOCK AND STONE, P.L.C.

The Hon. Vernon A. Williams = =-4- December 4,

caj

A bill of sale between Huron Leasing Corporation,
211 Newman Street, East Tawas, Michigan 48730, and
Central Michigan Railway Company, 1410 South Valley
Center Drive, Bay <City, Michigan 48760, a security
agreement-equipment executed by Huron Leasing
Corporation, 211 Newman Street, East Tawas, Michigan
48730, for the benefit of Comerica Bank, 500 Woodward
Avenue, Detroit, Michigan 48226, dated November 20, 1997,
and a security agreement-accounts, chattel paper, and
inventory executed by Huron Leasing Corporation, 211
Newman Street, East Tawas, Michigan 48730, for the
benefit of Comerica Bank, 500 Woodward Avenue, Detroit,
Michigan 48226, dated November 20, 1997, all covering the
purchase and financing of certain railroad rolling stock.

Sincerely,

Y/ Canfield, Paddock and
P.L.C.

1997

Brad B. Arbuckle

Enclosures

BHFS11164359.1\100985-00008
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BEC 11'97 11-49AM SECURITY AGREEMENT RECCRDATION NO FILED

(Accounts, Chattel Paper, and Inventory)

BEC 1197 11-49AM

For value received, the undersigned (“Debtor”) grants to Comerica Bank, a Michigan
banking corporation, whose address is 500 Woodward' Avenue, Detroit, Michigan 48226 (“Bank”),
a continuing security interest in (a) Debtor’s Accounts Receivable, (b) Debtor’s interest in the goods
which has given rise to any Account Receivable, (c) Debtor’s Property in Possession of Bank, (d)
Debtor’s Inventory, and (e) the Proceeds and products of all the above, to secure payment of any and
all sums, indebtedness and liabilities of any and every kind now owing or later to become due to the
Bank from Debtor during the term of this Agreement, however created, incurred, evidenced,
acquired or arising, whether under any note(s), guaranty(ies), letter of credit agreement(s),
evidence(s) of indebtedness or under any other instrument, obligation, guaranty, contract or
agreement or dealing of any and every kind now existing or later entered into between the Debtor
and the Bank, or otherwise, and whether direct, indirect, primary, secondary, fixed, contingent, joint
or several, due or to become due, together with interest and charges, and including, without limit,
all present and future indebtedness or obligations of third parties to the Bank which is guaranteed
by the Debtor and the present or future indebtedness originally owing by the Debtor to third parties -
and assigned by third parties to the Bank, and any and all renewals, extensions or modifications of
any of them (the “Indebtedness”). .

1. Definitions. As used in this Agreement:

1.1  “Account(s) Receivable” or “Debtor’s Account(s) Receivable” means all of the
following now owned or later acquired by Debtor wherever located: all accounts,
. general intangibles (including, without limit, Tax Refunds, trade names, trade styles
and goodwill, trademarks, copyrights and patents, and applications for them, trade
and proprietary secrets, formulae, designs, blueprints and plans, customer lists,
software programs, literary rights, licenses and permits, insurance policies, insurance
proceeds, beneficial interests.in trusts, and minute books and other books and .
records), chattel paper, contract rights, deposit accounts, documents and instruments.

1.2 “Collateral” means any and all property of Debtor in which Bank now has or by this
Agreement now or later acquires a security interest.

1.3 “Credit Agreement” shall mean the Letter Agreement dated November 20, 1997 by
and between Debtor and Bank, as the same may be amended or modified from time
to time.

14  “Debtor’s Property in Possession of Bank” means goods, instruments, documents,

policies and certificates of insurance, deposits, money or other property now owned

- or later acquired by Debtor or in which Debtor now has or later acquires an interest

and which are now or later in possession of Bank, or as to which Bank now or later
controls possession by documents or otherwise.



1.5  “Environmental Law” shall have the meaning ascribed to such term in the Credit
Agreement.

1.6 “Hazardous Materials” shall have the meanjng ascribed to such term in the Credit
Agreement. :

1.7  “Inventory” or “Debtor’s Inventory” means all goods wherever located, now owned
or later acquired by Debtor, which are held for sale or lease or furnished or to be
furnished under any contract of service (including, without limit, any such goods
which are returned to or repossessed by Debtor), or which are raw materials, work
in process or materials used or consumed in Debtor’s business and any other property
constituting “inventory” under the Uniform Commercial Code.

1.8 “Proceeds” has the meaning assigned it in Article 9 of the Uniform Commercial
Code, as of the date of this Agreement, and also includes, without limit, cash or other
property which were .proceeds and are recovered by a bankruptcy trustee or
otherwise as a preferential transfer by Debtor.

19  “Tax Refurids” means refunds or claims for refunds of any taxes at any time paid by
Debtor to the United States of Arnenca any state, city, county or any other
governmental entity.

1.10  “Uniform Commercial Code” means Act No. 174 of the Mlcmgan Pubhc Acts of
1962 as amended.

1.11  Except as otherwise provided in this Agreement, all terms in this Agreement have
the meanings assigned to them in Article 9 (or, absent definition in Article 9, in any -
other Article) of the Unjforrn Commercial Code, as of the date of this Agreement.

Warranties, Covenants and Agreements. Debtor warrants, covenants and agrees as
follows:

2.1  Bank at its option may disburse loan proceeds directly to the seller of any Collateral
to be acquired with proceeds of loans from Bank.

2.2  Debtor shall (a) furnish to Bank, in form and at intervals as Bank may request,
information adequate to identify the Inventory, its cost and location, and reports with
respect to the acquisition and sale of Inventory; (b) evidence to Bank, in form and
at intervals as Bank may request, the account balances and the nature and extent of
those Accounts Receivable in which Debtor has rights, the names and addresses of
all account debtors and reports with respect to the payments on and aging of
Accounts Receivable; (c) keep adequate records of the Collateral and other records
as Bank shall reasonably determine to be appropriate; and (d) allow Bank to
examine, inspect and make abstracts from, or copy any of Debtor’s books and

2
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24

2.5

records (relating to the Collateral or otherwise and whether printed or in magnetic
tape or discs or in other machine readable form), and arrange for verification of
Accounts Receivable directly with account debtors or by other commercially
reasonable methods acceptable to Bank.

Debtor shall at the request of Bank (a) mark its records and the Collateral to clearly
indicate the security interest of Bank under this Agreement, and (b) deliver to Bank
all accounting and other records pertaining to, and all writings evidencing, the
Collateral or any portion of it, together with all books, records and documents of
Debtor related to it in whatever form kept by Debtor, whether printed or in magnetic
tape or discs or in other machine readable form or otherwise, and all forms,
programs, software and other materials and instructions necessary or useful to Bank,
to monitor the Collateral or enforce its rights under this Agreement.

At the time any Collateral becomes, or is represented to be, subject to a security
interest in favor of Bank, Debtor shall be deemed to have warranted that (a) Debtor
is the lawful owner of the Collateral and has the right and authority to subject it to
a security interest granted to Bank; (b) none of the Collateral is subject to any
security interest other than that in favor of Bank and liens and security interests
permitted pursuant to the terms of the Credit Agreement in favor of Huron
Community Bank in the assets and to the extent permitted pursuant to the terms of
the Intercreditor Agreement between Huron Community Bank and the Bank dated
November 20, 1997 (“Permitted Liens”) and there are no financing statements on
file, other than in favor of Bank and with respect to Permitted Liens; and (c) Debtor
acquired its rights in the Collateral in the ordinary course of its business.

On each occasion on which Debtor evidences to Bank the account balances on and
the nature and extent of Debtor’s Accounts Receivable, Debtor shall be deemed to .
have warranted that except as otherwise indicated in such evidence (a) each of those
Accounts Receivable is valid and enforceable without performance by Debtor of any
act; (b) each of those account balances are in fact owing, (c) there are no setoffs,

‘recoupments, credits, contra accounts, counterclaims or defenses against any of those

Accounts Receivable, (d) as to any Accounts Receivable represented by a note, trade
acceptance, draft or other instrument or by any chattel paper or document, the same
have been endorsed and/or delivered by Debtor to Bank, (e) to the best knowledge
of Debtor, Debtor has not received with respect to any Account Receivable, any
notice of the death of the related account debtor, nor of the dissolution, liquidation,
termination of existence, insolvency, business failure, appointment of a receiver for
assignment for the benefit of creditors by, or filing of a petition in bankruptcy by or
against, the account debtor, and (f) as to each Account Receivable, and to the best
knowledge of Debtor, the account debtor is not an affiliate of Debtor, the United
States of America or any department, agency or instrumentality of it, or a citizen or
resident of any jurisdiction outside of the United States.



2.6

2.7

2.8

29

Debtor will keep the Collateral free at all times from any and all claims, liens,
security interests and encumbrances other than those in favor of Bank and Permitted
Liens. Debtor will not, without the prior written consent of Bank, sell, transfer or
lease, or permit or suffer to be sold, transferred or leased, any or all of the Collateral,
except for Inventory in the ordinary course of its business and will not return any
Inventory to its supplier. Bank or its agents or attorneys may at all reasonable times
inspect the Collateral and may enter-upon all premises where the Collateral is kept
or might be located.

If Bank, acting in its sole discretion, redelivers Collateral to Debtor or Debtor’s
designee for the purpose of

(a) the ultimate sale or exchange thereof, or
(b)  presentation, collection, renewal, or registration of transfer thereof, or

(¢) loading, unloading, storing, shipping, transshipping, manufacturing,
processing or otherwise dealing therewith preliminary to sale or exchange,

such redelivery shall be in trust for the benefit of Bank and shall not constitute a
release of Bank’s security interest therein or in the proceeds or products thereof
unless Bank specifically so agrees in writing. If Debtor requests any such redelivery,
Debtor will deliver with such request a duly executed financing statement in form
and substance satisfactory to Bank. Any proceeds of Collateral coming into Debtor’s
possession as a result of any such redelivery shall be held in trust for Bank and
forthwith delivered to Bank for application on the Indebtedness. Bank may (if, in its
sole discretion, it elects to do so) deliver the Collateral or any part of the Collateral
to Debtor, and such delivery by Bank shall discharge Bank from any and all 11ab111ty

or responsibility for such Collateral. ‘

Debtor acknowledges and agrees that the Bank has no obligation to acquire or
perfect any lien on or security interest in any asset(s), whether realty or personalty,
to secure payment of the Indebtedness, and Debtor is not relying upon assets in
which the Bank has or may have a lien or security interest for payment of the
Indebtedness.

Debtor will do all acts and things, and will execute all writings requested by Bank
to establish, maintain and continue such perfected security interest of Bank in the
Collateral with the priority contemplated in the Credit Agreement, and will pay on
demand all costs and expenses of searches, filing and recording deemed necessary
by Bank to establish, determine or continue the validity and the priority of Bank’s
security interest.

2.10 Debtor will pay promptly and within the time that they can be paid without interest

4



2.11

2.12

2.13

2.14

or penalty all taxes, assessments and similar imposts and charges which at any time
are or may become a lien, charge, or encumbrance upon any of the Collateral, except
to the extent contested in good faith and bonded in a manner satisfactory to Bank and
except as otherwise permitted under the Credit Agreement. If Debtor fails to pay any
of these taxes, assessments, or other charges in the time provided above, Bank has
the option (but not the obligation) to do so and Debtor agrees to repay all amounts
so expended by Bank immediately upon demand, together with interest at the highest
default rate which could be charged by Bank to Debtor on any Indebtedness.

Debtor will keep the Inventory in reasonably good condition and will safeguard and
protect it from material loss, material damage or significant deterioration from any
cause. Debtor has and will maintain at all times (a) with respect to the Inventory,
insurance against fire and other risks customarily insured against under an “all-risk”
policy and other risks customarily insured against by persons similar in size and
nature to Debtor, and (b) public liability insurance and other insurance as may be
required by law or reasonably required by Bank, all of which insurance shall be in
amount, form and content, and written by companies as may be satisfactory to Bank,
naming Bank as sole payee as to the Inventory, and Debtor will deliver to Bank
evidence satisfactory to Bank that the required insurance has.been procured. If
Debtor fails to maintain satisfactory insurance, Bank has the option (but not the
obligation) to do so and Debtor agrees to repay all amounts so expended by Bank
immediately upon demand, together with interest at the highest default rate which
could be charged by Bank to Debtor on any Indebtedness.

If any of the Collateral (or any records concerning the Collateral) is located or kept
by Debtor on leased premises, Debtor will: (a) provide a complete and correct copy
of all applicable leases to Bank, (b) furnish or cause to be furnished to Bank from
each landlord under such leases a lessor’s acknowledgment and subordination in
form satisfactory to Bank authorizing, on Default, Bank’s entry on such premises to
enforce its rights and remedies under this Agreement and (c) comply with all such
leases. Debtor’s rights under all such leases shall further be part of the Collateral, and
included in the security interest granted to Bank hereunder.

Debtor shall neither make nor permit any modification, compromise or substitution
for any Account Receivable without the prior written consent of Bank, except prior
to the occurrence of an Event of Default modifications, compromises and
substitutions in the ordinary course of business.

Debtor agrees to reimburse Bank upon demand for all reasonable fees and expenses
incurred by Bank (a) in seeking to collect the Indebtedness or any part of it (through
formal or informal collection actions, workouts or otherwise), in defending the
validity or priority of its security interest, or in pursuing its rights and remedies under.
this Agreement or under any other agreement between Bank and Debtor; (b) in
connection with any proceeding (including, without limit, bankruptcy, insolvency,

5



2.15

2.16

administrative, appellate, or probate proceedings or any lawsuit) in which Bank at
any time is involved as a result of any lending relationship or other financial
accommodation involving Bank and Debtor; or (c) incurred by Bank during the
continuance of an Event of Default, which fees and expenses relate to or would not
have been incurred but for any lending relationship or other financial accommodation
involving Bank and Debtor. Such fees and expenses include, without limitation,
court costs, legal expenses, reasonable attorneys’ fees and paralegal fees, reasonable
internal transfer charges for in-house attorneys and paralegals and other services, and
audit expenses. “

Debtor at all times shall be in compliance in all material respects with all applicable
laws.

(@) Debtor is and shall be in compliance in all material respects with all
applicable Environmental Laws. Debtor will not bring, and to the best
knowledge of Debtor there are not, Hazardous Materials on, in or under any
real or personal property (“Property”) now or at any time owned, occupied,
or operated by Debtor which in any manner violates any applicable
Environmental Law or which could be subject to remediation pursuant to any
applicable Environmental Law. Debtor has not disposed of, manufactured,
treated, stored, handled, used, transported, or generated Hazardous Materials,
and shall not in the future do any of the above acts in violation of any
applicable Environmental Law.

(b) Debtor shall promptly conduct all investigations, testing, removal and other
actions reasonably necessary to clean up and remove all Hazardous Materials
on or affecting the Property in accordance with all applicable Environmental
Laws. These actions will not be deemed to cure any breach of this Section.

(c)  Debtor shall defend, indemnify and hold harmless Bank, its employees,
agents, shareholders, officers, and directors from and against any and all
claims, damages, fines, expenses, liabilities or causes of action.of whatever
kind, including without limit consultant fees, legal expenses, and reasonable
attorneys’ fees, suffered by any of them as a direct or indirect result of any
actual or asserted violation of any Environmental Law or of any remediation
relating to the Property required by any Environmental Law. :

(d)  Upon ten days notice to Debtor (except in an emergency or where not
practical under applicable law), Bank may (but is not obligated to) enter on
the Property or take such other actions as it reasonably deems appropriate to
inspect, test for, clean up, remove, minimize the impact of, or advise
governmental agencies of the possible existence of any Hazardous Materials
upon Bank’s receipt of any notice from any competent and reliable source
asserting the existence of any Hazardous Materials in violation of applicable

6



- Environmental Laws. All costs and expenses so incurred by Bank, including
without limit consultant fees, legal expenses, and reasonable attorneys’ fees,
shall be payable by Debtor upon demand; together with interest at the highest
default rate which could be charged by Bank to Debtor on any Indebtedness.

(e) The provisions of this section shall survive the repayment of the
Indebtedness, the satisfaction of all other obligations of Debtor to Bank, the
discharge or termination by Bank of any lien or security interest from Debtor,
and the foreclosure of or exercise of rights as to any Collateral.

2.17 Debtor acknéwledges and agrees that if any Guaranty is executed by the Debtor in

connection with or related to this Agreement, all waivers contained in that Guaranty
shall be and are incorporated by reference into this Agreement.

Collection of Proceeds.

3.1

32

33

34

3.5

Debtor agrees to collect and enforce payment of all Accounts Receivable until Bank
shall direct Debtor to the contrary and, from and after this direction, Debtor agrees
to fully and promptly cooperate and assist Bank (or any other person as Bank shall
designate) in the collection and enforcement of all Accounts Receivable.

Debtor irrevocably authorizes Bank or any Bank employee or agent to endorse the
name of Debtor upon any checks or other items which are received in payment of
any Account Receivable or for any Inventory, and to do any and all things reasonably
necessary in order to reduce these items to money.

Bank shall have no duty as to the collection or protection of Collateral or the
proceeds of it, nor as to the preservation of any related rights, beyond the use of
reasonable care in the custody and preservation of Collateral in the possession of
Bank. Debtor agrees to take all steps necessary to preserve rights against prior parties
with respect to Debtor’s Property in Possession of Bank.

For the purpose of calculating interest on the Indebtedness, Debtor understands that
Bank imposes a minimum one business day delay in crediting payments received by
Bank on Accounts Receivable against the Indebtedness to allow time for collection
and Debtor agrees that Bank may, at Bank’s option, make such credits only when
payments are actually collected by Bank in immediately available funds. Any credit
of payment by Bank prior to receipt by Bank of immediately available funds is
conditional upon Bank’s receipt of those funds. For the purpose of calculating the
principal amount which Debtor may request to borrow from Bank under any
borrowing arrangements with Bank, Debtor understands that Bank may, at Bank’s
option, use a method different from that used for the purpose of calculating interest. -

If it is specified in paragraph 8 below that the Indebtedness is on a Remittance Basis

7



or if Bank (acting in its sole discretion during the existence of any Default) shall
notify Debtor at any time that the Indebtedness shall henceforth be on a Remittance
Basis:

(a) Unless Bank otherwise agrees in writing, Debtor shall at its sole expense

' establish and maintain, during any period that the Indebtedness is required
to be on a Remittance Basis) a United States post office lock box (the “Lock
Box™), to which Bank shall have exclusive access, and to which Debtor shall
have no access. Debtor expressly authorizes Bank, from time to time, to
remove all contents from the Lock Box, for disposition in accordance with
this Agreement. Debtor agrees to notify all account debtors and other parties
obligated to it that all payments made on any account, invoice or other
collateral (other than payments by electronic funds) shall be remitted, for the
credit of Debtor, to the Lock Box, and Debtor shall include a like statement
on all invoices. Payments made by electronic funds transfer shall be made
directly to the Cash Collateral Account (defined below), and Debtor shall so
instruct its account debtors and other parties obligated to it. Debtor shall
execute all documents, authorizations and other agreements necessary to
establish the Lock Box, and Bank’s exclusive access thereto.

(b)  Whether or not Debtor is required by Bank to maintain a Lock Box under this
paragraph, any and all cash, checks, drafts and other instruments for the
payment of money received by Debtor at any time, in full or partial payment
of any of the Collateral shall forthwith, upon receipt, be transmitted and
delivered to Bank (properly endorsed, where required, so that such items may
be collected by Bank). Any such items received by Debtor shall not be
commingled with any other of Debtor’s funds or property, but will be held
separate and apart from Debtor’s own funds or property, and upon express
trust for the benefit of Bank until delivery is made to Bank.

(c) All items or amounts which are remitted to the Lock Box or otherwise
delivered by or for the benefit of Debtor to Bank on account of partial or full
payment of, or any other amount payable with respect to, any of the
Collateral shall, at Bank’s option, (i) be applied to the payment of the
Indebtedness, whether then due or not, in such order of application as Bank
may determine in its sole discretion, or, (ii) shall be deposited to the credit
of a non-interest bearing deposit account in the name of Comerica Bank for
the benefit of Debtor (the “Cash Collateral Account) to be established by
Debtor with Bank pursuant to this paragraph, as security for payment of the
Indebtedness. Debtor shall have no right whatsoever to withdraw any funds
so deposited. Debtor further grants to Bank a first security interest in and lien
on all funds on deposit in such account. To the extent collected funds remain
at any time on deposit in the Cash Collateral Account after payment and
discharge in full of the Indebtedness (provided there is then no Default

8



(@

hereunder), Bank shall promptly release such surplus collected funds to
Debtor. Debtor hereby irrevocably authorizes and directs Bank to endorse all
items received for deposit to the Cash Collateral Account, notwithstanding
the inclusion on any such item of a restrictive notation, e.g., “paid in full”,
“balance of account”, or other restriction.

Debtor agrees that Bank shall not be liable for any loss or damage which
Debtor suffers or may suffer as a result of Bank’s processing of items or its
exercise of any other rights or remedies under this Agreement, including
without limitation indirect, -special or consequential damages, loss of
revenues or profits, or any claim, demand or action by any third party arising
out of or in connection with the processing of items or the exercise of any
other rights or remedies hereunder. Debtor further agrees to indemnify and
hold Bank harmless from and against all such third party claims, demands or
actions, including without limitation litigation costs and reasonable attorney
fees, except for claims arising from Bank’s gross negligence or willful
misconduct.

4, Defaults, Enforcement and Application of Proceeds.

4.1

Upon the occurrence of any of the following events (each an “Event of Default”),
Debtor shall be in default under this Agreement:

@

(b)

©

@

Any failure or neglect to comply with, or breach of, any of the terms,
provisions, warranties or covenants of this Agreement, or any other
agreement or commitment between Debtor or any guarantor of any of the
Indebtedness (“guarantor”j and Bank and continuance thereof beyond any
applicable period of cure; or

Any failure to pay the Indebtedness when due, or such portion of it as may
be due, by acceleration or otherwise and continuance thereof beyond any

applicable period of cure; or

Any warranty, representation, financial statement or other information made,
given or furnished to Bank by or on behalf of Debtor or any guarantor shall
be, or shall prove to have been, false or materially misleading when made,
given, or furnished; or

Any material loss, material theft or substantial damage or destruction, to or
of any of the Collateral, or the issuance or filing of any attachment, levy,
gamnishment or the commencement of any proceeding in connection with any
of the Collateral or of any other judicial process of, upon or in respect of
Debtor or any guarantor or any of the Collateral; or



4.2

(e)

®

| (®

(B)

Sale or other disposition by Debtor or guarantor of any substantial portion of
its assets or property or voluntary suspension of the transaction of business
by Debtor or any guarantor, or death, dissolution, termination of existence,
merger, consolidation, insolvency, business failure or assignment for the
benefit of creditors of or by Debtor or any guarantor; or commencement of
any proceedings under any state or federal bankruptcy or insolvency laws or
laws for the relief of debtors by or against Debtor or any guarantor; or the
appomntment of a receiver, trustee, court appointee, sequestrator or otherwise,
for all or any part of the property of Debtor or any guarantor; or

Any termination or notice of termination of any guaranty of collection or
payment of, or any breach, termination or notice of termination of any
subordination agreement, pledge, or collateral assignment relating to, all or
any part of the Indebtedness; or

Any failure by Debtor or any guarantor to pay when due any of its
indebtedness (other than to Bank) or in the observance or performance of any
term, covenant or condition in any agreement evidencing, securing or relating
to that indebtedness; or

Bank reasonably deems the margin of Collateral insufficient or shall fear
material deterioration, removal or waste of the Collateral. -

Upon the occurrence of any Event of Default, Bank may at its discretion and without
prior notice to Debtor declare any or all of the Indebtedness to be immediately due
and payable, and shall have and may exercise any one or more of the following rights
and remedies:

(2)

(b)

(©)

(d

exercise all the rights and remedies upon default, in foreclosure and
otherwise, available to secured parties under the provisions of the Uniform
Commercial Code and other applicable law;

institute legal proceedings to foreclose upon and against the lien and security
interest granted by this Agreement, to recover judgment for all amounts then
due and owing as Indebtedness, and to collect the same out of any of the
Collateral or the proceeds of any sale of it;

institute legal proceedings for the sale, under the judgment or decree of any
court of competent jurisdiction, of any or all of the Collateral; and/or

personally or by agents, attorneys, or appointment of a receiver, enter upon
any premises where the Collateral or any part of it may then be located, and
take possession of all or any part of it and/or render it unusable; and without,
except as otherwise provided by applicable law, being responsible for loss or
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damage to such Collateral,

) hold, store, and keep idle, or lease, operate, remove or otherwise use
or permit the use of the Collateral or any part of it, for that time and
upon those terms as Bank, in its sole discretion, deems to be in its
own best interest, and demand, collect and retain all resulting
earnings and other sums due and to become due from any party,
accounting only for net earnings, if any (unless the Collateral is
retained in satisfaction of the Indebtedness, in which case no
accounting will be necessary), arising from that use (which net
earnings may be applied against the Indebtedness) and charging
against all receipts from the use of the Collateral or from its sale, by
court proceedings or pursuant to subsection (ii) below, all other costs,
expenses, charges, damages and other losses resulting from that use;
and/or

(ii) sell, lease, dispose of, or cause to be sold, leased or disposed of, all or any
part of the Collateral at one or more public or private sales, leasings or other
dispositions, at places and times and on terms and conditions as Bank may
deem fit, without any previous demand or advertisement; and except as
provided in this Agreement, all notice of sale, lease or other disposition, and
advertisement, and other notice or demand, any right or equity of redemption,
and any obligation of a prospective purchaser or lessee to inquire as to the
power and authority of Bank to sell, lease or otherwise dispose of the
Collateral or as to the application by Bank of the proceeds of sale or
otherwise, which would otherwise be required by, or available to Debtor
under, applicable law are expressly waived by Debtor to the fullest extent
permitted.

At any sale pursuant to this Section 4.2, whether under the power of sale, by
virtue of judicial proceedings or otherwise, it shall not be necessary for Bank
or a public officer under order of a court to have present physical or
constructive possession of the Collateral to be sold. The recitals contained in
any conveyances and receipts made and given by Bank or the public officer
to any purchaser at any sale made pursuant to this Agreement shall, to the
extent permitted by applicable law, conclusively establish the truth and
accuracy of the matters stated (including, without limit, as to the amounts of
the principal of and interest on the Indebtedness, the accrual and nonpayment
of it and advertisement and conduct of the sale); and all prerequisites to the
sale shall be presumed to have been satisfied and performed. Upon any sale
of any of the Collateral, the receipt of the officer making the sale under
judicial proceedings or of Bank shall be sufficient discharge to the purchaser
for the purchase money, and the purchaser shall not be obligated to see to the
application of the money. Any sale of any of the Collateral under this
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44

4.5

4.6

4.7

Agreement shall be a perpetual bar against Debtor with respect to that
Collateral.

Debtor shall (at any time) at the request of Bank, notify the account debtors or
obligors of the security interest of Bank in any Accounts Receivable and direct
payment of it to Bank. Bank may, itself, upon the occurrence of any Event of Default
so notify and direct any account debtor or obligor and may take control of any
proceeds to which it may be entitled under this Agreement.

The proceeds of any sale or other disposition of Collateral authorized by this
Agreement shall be applied by Bank first upon all expenses authorized by the
Uniform Commercial Code and all reasonable attorney fees and legal expenses
incurred by Bank; the balance of the proceeds of the sale or other disposition shall
be applied in the payment of the Indebtedness, first to interest, then to principal, then
to remaining Indebtedness and the surplus, if any, shall be paid over to Debtor or to
such other person(s) as may be entitled to it under applicable law. Debtor shall
remain liable for any deficiency, which it shall pay to Bank immediately upon
demand.

Nothing in this Agreement is intended, nor shall it be construed, to preclude Bank

from pursuing any other remedy provided by law for the collection of any or all of

the Indebtedness or for the recovery of any other sum to which Bank may be or

become entitled for the breach of this Agreement by Debtor. Nothing in this

Agreement shall reduce or release in any way any rights or security interests of Bank

contained in any existing agreement between Debtor and Bank, nor shall anything
in this Agreement modify the terms of any Indebtedness owing to Bank on a demand

basis.

No waiver of default or consent to any act by Debtor shall be effective unless in
writing and signed by an authorized officer of Bank. No waiver of any default or
forbearance on the part of Bank in enforcing any of its rights under this Agreement
shall operate as a waiver of any other default or of the same default on a future
occasion or of any rights.

Debtor irrevocably appoints Bank or any employee or agent of Bank (which
appointment is coupled with an interest) the true and lawful attorney of Debtor (with
full power of substitution) in the name, place and stead of, and at the expense of,
Debtor:

)] to demand, receive, sue for and give receipts or acquittances for any moneys
due or to become due on any Account Receivable and to endorse any item

- representing any payment on or proceeds of the Collateral,

(b)  with respect to any Collateral, to assent to any or all extensions or
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postponements of the time of its payment or any other indulgence in
connection with it, to the substitution, exchange, or release of Collateral, to
the addition or release of any party primarily or secondarily liable, to the
acceptance of partial payments on it and the settlement, compromise or
adjustment of it, all in a manner and at times as Bank shall deem advisable;

(c)  to make all transfers of all or any part of the Collateral in connection with
any sale, lease or other disposition made pursuant to this Agreement;

(d)  toadjust and compromise any insurance loss on the Inventory and to endorse
checks or drafts payable to Debtor in connection with the insurance;

(e)  toexecute and deliver for value all appropriate bills of sale, assignments and
other instruments in connection with any sale, lease or other disposition of
the Collateral. Debtor ratifies and confirms all that its said attorney (or any
substitute) shall lawfully do under this Agreement. Nevertheless, if requested
by Bank or a purchaser or lessee, Debtor shall ratify and confirm any sale,
lease or other disposition by executing and delivering to Bank or the
purchaser or lessee all proper bills of sale, assignments, releases, leases and
other instruments as may be designated in any request; and

® to execute and file in the name of and on behalf of Debtor all financing
statements or other filings deemed necessary or desirable by Bank to
evidence, perfect or continue the security interests granted in this Agreement.

Upon the occurrence of an Event of Default, Debtor also agrees, upon request of
Bank, to assemble the Collateral and make it available to Bank at any place
designated by Bank which is reasonably convenient to Bank and Debtor.

Miscellaneous.

5.1

52

53

This Agreement shall in all respects be governed by and construed in accordance
with the laws of the State of Michigan.

This Agreement shall be terminated only by the filing of a termination statement in
accordance with the applicable provisions of the Uniform Commercial Code, but the
obligations contained in Section 2.16 of this Agreement shall survive termination.
Until terminated, the security interest created by this Agreement shall continue in full
force and effect and shall secure and be applicable to all advances now or later made
by Bank to Debtor, whether or not Debtor 1s indebted to Bank immediately prior to
the time of any advance, and to all other Indebtedness.

Notwithstanding any prior revocation, termination, surrender or discharge of this
Agreement, the effectiveness of this Agreement shall automatically continue or be
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5.4

5.5

5.6

5.7

5.8

reinstated, as the case may be, in the event that any payment received or credit given
by the Bank in respect of the Indebtedness is returned, disgorged or rescinded as a
preference, impermissible setoff, fraudulent conveyance, diversion of trust funds, or
otherwise under any applicable state or federal law, including, without limitation,
laws pertaining to bankruptcy or insolvency, in which case this Agreement shall be
enforceable against Debtor as if the returned, disgorged or rescinded payment or
credit had not been received or given, whether or not the Bank relied upon this
payment or credit or changed its position as a consequence of it. In the event of
continuation or reinstatement of this Agreement, Debtor agree(s) upon demand by
the Bank to execute and deliver to the Bank those documents which the Bank
reasonably determines to be appropriate to further evidence (in the public records or
otherwise) such continuation or reinstatement, although the failure of Debtor to do

_so shall not affect in any way the reinstatement or continuation. If Debtor does not

execute and deliver to the Bank upon demand such documents, then Bank and each
Bank officer is irrevocably appointed (which appointment is coupled with an
interest) the true and lawful attorney of Debtor (with full power of substitution) to
execute and deliver such documents in the name and on behalf of Debtor.

This Agreement and all the rights and remedies of Bank under this Agreement shall
inure to the benefit of Bank’s successors and assigns and to any other holder who
derives from Bank title to or an interest in the Indebtedness or any portion of it, and
shall bind Debtor and the heirs, legal representatives, successors and assigns of
Debtor.

If there is more than one Debtor, all undertakings, warranties and covenants made
by Debtor and all rights, powers and authorities given to or conferred upon Bank are
made or given jointly and severally.

In addition to Bank’s other rights, any indebtedness owing from Bank to Debtor can
be set off and applied by Bank on any Indebtedness at any time(s) either before or
after maturity or demand without notice to anyone.

Bank assumes no duty of performance or other responsibility under any contracts
contained within the Collateral.

In the event that applicable law shall obligate Bank to give prior notice to Debtor of
any action to be taken under this Agreement, Debtor agrees that a written notice
given to it at least seven business days before the date of the act shall be reasonable
notice of the act and, specifically, reasonable notification of the time and place of
any public sale or of the time after which any private sale, lease or other disposition
is to be made, unless a shorter notice period is reasonable under the circumstances.
A notice shall be deemed to be given under this Agreement when delivered to Debtor
or when placed in an envelope addressed to Debtor and deposited, with postage
prepaid, in a post office or official depository under the exclusive care and custody
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5.10

5.11
5.12

5.13

5.14

of the United States Postal Service. The mailing shall be registered, certified, or first
class mail.

A carbon, photographic or other reproduction of this Agreement shall be sufficient
as a financing statement under the Uniform Commercial Code and may be filed by

‘Bank 1n any filing office.

No single or partial exercise, or delay in the exercise, of any right or power under
this Agreement, shall preclude other or further exercise of the rights and powers
under this Agreement.

The unenforceability of any provision of this Agreement shall not affect the
enforceability of the remainder of this Agreement.

No amendment or modification of this Agreement shall be effective unless the same
shall be in writing and signed by Debtor and an authorized officer of Bank.

This Agreement and the Loan Documents (as defined in the Credit Agreement)
constitute the entire agreement of Debtor and Bank with respect to the subject matter
of this Agreement.

To the extent that any of the Indebtedness is payable upon demand, nothing
contained in this Agreement shall modify the terms and conditions of that
Indebtedness nor shall anything contained in this Agreement prevent Bank from’
making demand, without notice and with or without reason, for immediate payment
of any or all of that Indebtedness at any time(s), whether or not an Event of Default
has occurred. '

Statement of Business Name, Residence and Location of Collateral.

Debtor warrants, covenants and agrees as follows:

6.1

Debtor’s chief executive office is located in the County of Tosco.

Mailing Address: 211 Newman Street, Suite 232

East Tawas, Michigan 48730.

This location is (check one box):
O Owned ® Leased by the Debtor.

6.2

6.3

Any  other places of business of Debtor are indicated
below:

Debtor’s correct legal name is set forth at the end of this Agreement. During the past
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five years, Debtor has not conducted business under any other name except as set
forth in any appropriately labeled schedule attached to this Agreement.

6.4  Until Bank is advised in writing by Debtor to the contrary, all notices, requests and
demands required under this Agreement or by law shall be given to, or made upon,
Debtor at the address indicated in Section 6.1 above.

6.5  The Collateral (or any records concerning the Collateral) will be kept at Debtor’s
address(es) above.

6.6  Debtor will give Bank not less than 90 days prior written notice of all contemplated
changes in Debtor’s name, identity, corporate structure, and/or any of the above
addresses, but the giving of this notice shall not cure any default caused by this
change.

7. Jury Waiver.

7.1  DEBTOR AND BANK ACKNOWLEDGE THAT THE RIGHT TO TRIAL BY
JURY IS A CONSTITUTIONAL ONE, BUT THAT IT MAY BE WAIVED.
EACH PARTY, AFTER CONSULTING (OR HAVING HAD THE
OPPORTUNITY TO CONSULT) WITH COUNSEL OF THEIR CHOICE,
KNOWINGLY AND VOLUNTARILY, AND FOR THEIR MUTUAL
BENEFIT WAIVES ANY RIGHT TO TRIAL BY JURY IN THE EVENT OF
LITIGATION REGARDING THE PERFORMANCE OR ENFORCEMENT
OF, OR IN ANY WAY RELATED TO, THIS AGREEMENT OR THE

INDEBTEDNESS.
8. Special Provisions Applicable to this Agreement. None
Dated and delivered on: HURON LEASING CORPORATION

November 20, 1997

at Detroit, Michigan . M Q, ﬁu@\Q/(

©Ju S)d,wvs‘

By: /Cu/u?f / W(wz Wé/x
s Vi /,)»u)ﬁ,ut Z
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STATE OF MICHIGAN )
) SS:

county ofF /) d/iid )

. On this 20th day of November, 1997 before me personally appeared Ju d’ Y 4 680’27 e
and i w eIV d p ~ FBuskiv b tome personally known, who being by me duly sworn, says
that they are the Fres;d cnt and /0= Fres _eA%respectively, of Huron
Leasing Corporation, that the seal 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 they acknowledged that the execution of the foregoing instrument was

the free act and deed of said corporation. 4

Notary Public /. /4 rrauw Hult
Wi /aad _ County, Michigan
My Commission Expires;__5 /74 /260 /

[SEAL]
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STATE OF MICHIGAN

~— e
n
0

COUNTY OF OAKLAND

I hereby certify that on this 1st day of December, 1997, I
compared the foregoing copy of the Security Agreement (Accounts,
Chattel Paper, and Inventory) dated November 20, 1997 executed by
Judy A. George, President, and Nancy J. Van Buskirk, Vice
President, of Huron Leasing Corporation, 211 Newman Street, East
Tawas, Michigan 49830, with the original executed version of the
same, and found the copy to be complete in all respects to the

original document.
W@jw

Notary Public

i cm JACOBSON, NOTARY PUBLIC
(Notarial Seal) OAKLAND COUNTY, STATE OF MICHIGAN
MY COMMISSION EXPIRES: 09/20/98

My Commission Expires:

BHFS1\166578.1\100985-00008(4)





