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SURFAGE TRANSPORTATION BOARD I

Mr. Vernon Williams
Secretary

Surface Transportation Board
2925 K Street NW
Washington, D.C. 20423-0001

Re: Filing Enclosed Pursuant to Section 11301 of Title 49 of the U.S. Code.
Dear Mr. Williams:

Our office represents the Bank of Castile.

I have enclosed an original and one counterpart of the document described below, to be
recorded pursuant to Section 11301 of Tigle 49 of the U.S. Code. This document is a Security

Agreement, a primary document, dated AN 30 , 2005. The names and
address of the parties to the document are ad follows:

Debtor (Borrower): Livonia, Avon & Lakeville Railroad Corporation
5789 Sweetners Boulevard
P.O. Box 190-B
Lakeville, New York 14482

Creditor (Lender): The Bank of Castile
50 North Main Street
Castile, New York 14427

A description of the equipment covered by the document follows:

All of Debtors asset’s including, but not limited to, rolling stock, locomotives and
cars with designations as follows:

The Granite Building — 130 East Main Street — Rochester, NY 14604-1686 — Tel. 585-454-5650 — Fax 585-269-3077
www.lacykatzen.com

Bankruptey and Debror Reliet » Civil and Criminal Litigation » Collection and Creditor Services Corporate, Banking and Business Law
Divorce and Family Law « Employment Law ¢ Estates, Trusts and Elder Law Services « Municipal Law
Personal Injury and Wrongful Death » Real Estate Services ¢ Wills & Estate Planning
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, 2005

Model Number Type

S-2 LAL 72 Locomotive
RS-1 LAL 20 Locomotive
C420 LAL 420 Locomotive
C424M LAL 421 Locomotive
C424M B&H 422 Locomotive
C424M LAL 423 Locomotive
C425 LAL 425 Locomotive
Total: 8 locomotives

OFC car LAL 100 Rolling stock
Caboose LAL 4400 Rolling stock
Ballast cars 11 cars Rolling stock
Dump car LAL 4402 Rolling stock
Snow plow

A fee of $33 is enclosed. Please return the original and any extra copies not needed by
the Board for recordation to the attention of the undersigned at Lacy Katzen LLP in the envelope

provided.

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

JLC/meb

Primary document: A Security Agreement executed by Debtor (Borrower),
Livonia, Avon & Lakeville Railroad Corporation in favor of the Creditor
(Lender), The Bank of Castile, 50 North Main Street, Castile, New York 14427,
dated 2yinp DO , 2005 and covering all assets of the Debtor
(Borro¥er) including rolling stock, locomotives and cars.

Very truly yours,

LACY KATZEN LLP
Attorney for the Lender

By:%; W’ %

r L. Chadwick
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1. SECURITY INTEREST. For good and valuable consideration, Owner grants to Lender identified above a continuing security interest in
the Collateral described below to secure the Obligations described in this Agreement.

2. OBLIGATIONS. The collateral shall secure the payment and performance of all of Borrower's and Owner's present and future, joint
and/or several, direct and indirect, absolute and contingent, express and implied indebtedness to Lender under any promissory note or
agreementdescribed below, including all future advances made by Lender to Borrower or Owner and expenditures incurred by Lender upon
the occurrence of an Event of Default (collectively "Obligations”):

a. this Agreement and/or the following promissory notes and agreements:

TINTEREST MO! ATURIT g
.. RATE REDIT LIMIT GHEEME! : UMBER
VARIABLE $321,000.00 06/30/05 06/30/20 12004944
VARIABLE $604,000.00 06/30/05 06/30/25 12004898
VARIABLE $250,000.00 06/30/05 06/30/06 12004901

b. [X] all other presently. existing or future, evidences of indebtedness, obligations, agreements, instruments, guaranties or
otherwise of. Borrower or Owner fo Lender (whether incurred for the same or differentpurposes than the toregoing); and
c. all renewals, extensions, amendments, odifications, replacements or substitutions to any of the foregoing.

3. COLLATERAL. All of Owner's right, title and interest in the followirig déscribed property, as defined by the Uniform Commercial Code
presently.or as hereafter amended or replaced; whether now or, hergdfter existing or now owned or hereaiter acquired by Owner and
wherever located shall constitute-the "Collateral™: - - - -, L e | .

PN

@ All accounts including, but not limited to, any accounts described on Schedule A attached hereto and incorporated herein by this
reference;

All chattel paper including, ‘but not limited to, any chattel paper described on Schedule A attached hereto and incorporated herein
by this reference; R AT .

All deposit accounts including, but

not limited to, any deposit accounts described on Schedule A attached hereto and
incorporated herein by this reference; " et

(R

All documents including, but not limited to, any documents described on Schedule A attached hereto and incorporated harein by
this reference; A

All equipment, including, but not limited {o, any equipment described on S.ch'édu!e,A aftached hereto and incorporated herein by
this reference; o (A o

MoEE O F

All fixtures, including, but not lir;'r{it\ed t6, 'ériy"ﬁxtures' described on: Schedule A and:located or to be located on the real property
described on Schedule B attached hereto and incorporated herein by this reference; t o '

All general intan‘gibles including, but riot: limited to, any general intangibles described on Schedule A attached hereto and
incorporated herein by this reference;

All instrumentsincluding, but not limited to, any instruments described on Schedule A attachedhereto and incorporated herein by
this reference;

Alf inventory including, but not limited to, any inventory described on Schedule A attached hereto and incorporated herein by this
reference;

Al investment property including, but not limited to, any investment property described on Schedule A attached hereto and
incorporated herein by this reference, ) '

All letter-of-credit rights includin'g‘, bit not limited to, any letter-of-creditrights described on Schedule A attached hereto and
incorporated herein by this reference;

All as-extractedcollateral including, but not limited to, all minerals or the like and accounts resulting from sales at the welthead or
minehead located on or related to the real property described on Schedule B attached hereto and incorporated herein by: this
reference;

All standing timber which is to be cut and removed under a conveyahceor contract for sale located on the real property described
on Schedule B attached hereto and incorporated herein by this reference;

O O0O0®BR B B

Other. contract Rights and Intellectual Property
Also See Schedule B ’

All monies, instruments;and savings, checking, share or other accounts of Owner (excluding IRA, Keogh, trustaccounts, and other accounts
subject to tax penalties if so assigned) that are now or in the future in Lender’s custody or control;

All monies or instruments pertaining to. the Collateral described abovej” '~ * o >

All accessions, accessories, additions, amendments, attachments, modifications, replacements and substitutions to any of fhe abaye;

All proceeds and.producls of any.of the above;and -~ = . . ) ’ )

All suppotting obligations of the above.” .=~ *3 7 i B ‘ E hty)
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5. OWNER'SLOCATION. [_] Owneris an individual and maintains his or her principat residence in the stateof:

Owner is a_ Corporation L duly incorporated, registered, formed or

organized, validly existing and in good standing under the laws of the state of. New York _ . D Owner is a

i and maintains its principal place of business or, if it has more than one place of business, its chief

3y

executive office in the state of

6. REPRESENTATIONS,WARRANTIES,AND COVENANTS. Owner represents, warrantsand covenantsto Lender that:

a) Owner is and shall remain the sole owner of the Collateral; o _

b):Neither Owngt, nor, to the:best of Owner's knowledge, has any other party used g_faneratad, released, discharged, stored, or
disposed of ‘any hazardous Wasts, toxic substance, or related materia (collectively "Hazardous Materials") or transported any
Hazardous Materials across the property except as allowed by and in accordance with applicable federal, state and local law and
regulation. Owner shall not commit or gerrnit‘ such actions to be taken in the future. The term "Hazardous Materials’ shall mean
any substance, material, or waste which is or becomes regulated by any governmental authority including, but not limited to, (i)
petroleum; (i) asbestos; (iii) polychlorinated biphenyls;’ (|\§ those substances, materials or wastes designated as a "hazardous
substance" pursuant to Section 311 of the Clean Water Act or listed pursuant to Section 307 of: the Clean Water Act or any
amendments or replacementsto these statutes; (v& those substances, materials or wastesdefined as a "hazardous waste"pursuant
to Section 1004 of the Resource Conservation and Recovery Act or any amendments or replacementsto that statute; or (\)n) those
substances, materials or wastesdefined as a "hazardous substance" pursuant to Section 101 of the Comprehensive Environmental
Response, Compensation and Liability Act,-or any amendments or replacements to that statute. Owner is in compliance in all
respects with all applicable federal, state and local laws and regulations;, including, without limitation, those relating to "Hazardous
Materials", as defined-herein, and other environmental matters (the "Environmental Laws") and neither the federal government nor

* any other governmental or quasi governmental entity has filed a lien on the Collateral, nor afe thére any pending or threatened
overnmental, judicial or administrative actions with respect to environmental matters, which involve the Collateral, )

(c) %Wner's location SOwner‘s place of organization, principal place of business, or if mare than one placé of business, chief executive
office, or principal residence) is in the state indicated in paragraph 5. Owner shall not change its state of location without first
notifying Lender in wr'\tirg{g. . L Lo - . ,

(d) The Collateral is located and has been located dur-lnF the four (4) month period prior to the date hereof, at Owner's address
described above or arly address described on Schedule C attached hereto and.mcoaporated ‘herein by this reference. Owner shall
immediately advise Lender in writing of any-change-in or addition to the foregoing addresses; ..~ o

(e) Owner shall not become a party to any restructuringof its form of business or participate in any consolidation, merger, liquidation or

" dissolution without Lender’s prior. written consent, . . . . -

(f) Owner's exact legal name is as set forth an the first page of this Agreement. Owner shall not‘change such namie or use any trade
name without Lender’s prior written consent and:shall notify Lender of the'nature of any intended change of Owner's name, or the

. use of any trade name, and the proposed effective date of such change; =~ '~ 1" -~ . .

(g) The Collateralis and shall at all times remain free of all tax and other liens, security interests, encumbrances and claims of any kind
* except for those,be!ongin% to_Lender and those described ori Scheduls D attacheéd hereto and incorporated herein by this

reference. Without waivingthe Event of Defaultas a result thersof, Owner shalltake any action and executeany document needed
to discharge any liens, security interests; encumbrances and cfdims not.described on Schedule D, * - .

-(h) Owner shall defend the Collatéral against all claims-and demands of all persans at any time claiming any interest therein;

+{i } Owner will cooperate with Lender in obtaining and maintaining control with respect to all deposit accounts, investment property,

' |etter-of-credit rights and electronic chattel paper constituting the Collateral; - . o )

(j ) Ownershall yrovnde Lender with possession, as appropriate, of all chatiel paper, documents, instrumentsand investment property
constituting the Collateral, and Owner shall promptly mark all cHattel paper, instruments, documents and investment property
constituting the Collateral to show that the same are subject to Lender’s security interest, )

(k) All of Owner's accounts; chattel paper; deposit”accounts; documents; general intangibles; instruments; investment property;
letter-of-creditrights; and fedgral, state, cotinty, and munlccifal govemnment and other permits and licenses; trusts, liens, contracts,
leases, and agreements constituting the,Collaferat are and shall‘be valid, genuine and legally enforceable obli?qtions and rights
"bélonging to Owner against one or more third parties and not'sub{act to any claim, defense, set-off or counterclaim of any kind,

(1') Ownershall not amend, modify, replace, or substitutsany account; chattel Paper;_ deposit account; document; general intangible;
instrument; investmentproperty; or lettér;of-.crédnn%\t'constltut_mg!the Collateral without theﬁrlor written consent of Lender. Owner
shall not create any chattel paper constititing the-Collateral without placing a legend on the chaltel paper acceptable to Lender
indicating that Lender has a security interest in the chattel paper;: N :

(m)No- person shall filean amendment that is a termination statementfor a financing statement concemning any.of the Collateral without

*“the"prior written consent of.Lender, except to: the.extent permitted by the Uniform Commercial Code. presently or as hereafter
amended or replaced, Lo P ‘ N S

(n) Owner has the riﬂht and s duly authorized to enter into and perfarm its obligations under'this Agreement. Owner's execution and

performance of these obligations dé not and shallnat conffict with'the.provisions of any:statute, regulation, ordinance, rule of law,
contract or other agreement which may now or hereafter be binding on Owner; . . - - : .

(o) No action or proceeding is pending. against Owner which might result in‘any material or adverse change in its business operations
or financial condition or materially affect tfie Collateral;- oo v L ,

(p) Owner has not violated and shall not violate any applicable federal, state, county or municipal statute, regulation or ordinance
(including but: not limited-to those:governing® Hazardous: Materials) which may materially and adversely affect its business
operations or financial condition.or the;Collateral,. - . .

(q) Owner shall,.upon Lender's request, deposit all proceeds of the Cellateral into an account or-accounts maintained by Owner or
Lender at Lender’s institution, Co . ! " o '

(r) Owner will, upon receipt, deliver to Lender as additional Collateral all' securities distributed on account of the Collateral such as
stock dividends and securities resulting from stock splits, reorganizations and recapitalizations; :

(s) Owner agrees to the terms of the Obligations and to ‘the terms of any renewals, extensions, amendments, modifications,
replacements or substitutions of the Qbligations; Lender maxénter into agreements in the future with Borrewer which, if this

. Agreement so provides, will become Obligations secured by fhe Collateral described in this Agresment; property other than the

Collateralmay also secure the Obligations, that Lender shall have no ebligation t& exerciss its rights against such property prior to
exercising its rights against the Collateraf, that Lender may accept substitutions or exchanges for any ‘such property; and that
‘Lender may release ts security interestin such’property at any time; parties other than Botrower may be or may become obligated
under the Obligations; and . ! o v

(t) This Agreement and the obligations. described in this Agreement are executed'and incurred for business and not consumer
purposes. - :

7. SALE OF COLLATERAL. Owner shall not assign, convey, lease, sell, license, exchange or transferany of the Collateralto any third party
without the prior written consent of Lender except for sales of inventory to buyers in the ordinary course of business.

8. FINANCING STATEMENTS AND OTHER DOCUMENTS: Owrter shall-at any time and fréi-time to time take all-actions and execute all
documents required by Lender to attach, perfect and maintain Lender’s security interest in the Collateraland establish and maintain Lender’s
right to receive the payment of the proceeds of the Collateralincluding, but not limited to, executing any financing statements, fixture filings,
continuation statements, notices of security interest and other documents required b){ the Unitorm "Commercial Code, presently or as
hereafteramended or reEIaced, and other applicable law. Owner shall %a¥- the costs of filing such-documents in all offices wherevertiling or
recording is deemed by Lender to be necessary or desirable. Lender shall be entitled to perfect its security interest in the Collateralby filing
carbon, photographic .or other reproductions of this Agreement and/or the aforementioned documents with any authority required Ky the
Uniform Commercial Code, presently or as hereafteramended or replaced, or other applicable law. Ownerauthorizes Lender to execute and
file any financing statements as well as ektensions, renewalsand amendmentsof financing statementsin such form as Lender may require to
perfect.and maintain perfection of any security interest granted in this Agreement.

9. INQUIRIES AND NOTIFICATIONTO THIRD PARTIES. Owner hereby authorizes Lender to contagt any third party and make any inquiry
pertaining to Owner’s financial condition or the Colldteral. :In addition, Lender is authorized to provide oral or written notice ot its security
interest in the Collateral to any third party.

10. LOCKBOX, COLLATERALACCOUNT, If Lenderso requestsat any time (lwhelheror not Owner is'in default of this Agreement), Owner
will direct each of its account debtors to make payments due under the relevant account or chattel paper-directly to a special lock box to be
under the control of Lender. Owner hereby authorizes and directs Lender to deposit into a specialp collateral account to be established and
maintained with Lender all checks, drafts and cash pa¥ment5*recei,ved in the lock box: All deposits in the collateral account shall constitute
proceeds of Collateraland shall not constitutepayment of any Obligation. At its option, Lender may, at any time, apply finally collected funds
on dgﬁosn in the collateral account to the payment of the Obligatioris in such order of anlicalion*as,Lender ma de?ermine, or permit Owner
to withdraw all or any part of the balance on deposit in the collatéral accourit. f-a collateral account is so established, Owner agrees that
Ownet will promptly deliver ta Lender, for deposit into'the collateral'account, all p%yments on accounts and chattel paper received by Owner.
Aelzlysrrlljggtg%%maecrgg usr:’t:"a lr)f;{ gﬁh\t/terled to Lender lr:1 1})19 (f;zrm re%ei\ﬁegs(ﬁxc'?pt ftor gvneor‘s endorsement.if necessary). Until so deposited all
ents . attel paper receive: wner shall be held in trust ) 1
Be commingled with any fuhds or p?qggdy of Owner)., O R Sy ‘Yvnef for a",q ‘asv",’,e. pfopeny of Lender and shall not

vy

S
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11. COLLECTIONOF INDEBTEDNESS FROM THIRD PARTIES. Lender shall be entitled to notify, and upon the request of Lender, Owner
shall nom%any account debtor or other third party ‘mclydm , but not limited to, insurance companies) to pay any ind&)tedness or obligation
owing to Owner and constituting the Collateral (collectively “Indebtedness") to Lender whether or not a default éxists under this Agresment.
Owner shall diligently collect the Indebtedness owing to Owner from its account debtors and other third parties until the giving of such
notification. In the event that Owner possesses or receives possession of any instruments or other remittances with respect to the
Indebtedness following the giving of 'such notification or if-the instruments or other remittances constitute the prepayment of any
Indebtedness or the payment of any insurance proceeds, Owner shall hold such instrumentsand other remittancesin trust for Lender apart
from its other property, endorse the instruments and other remittances to Lender, and immediately provide Lender with possession of the
instrumentsand other remittances. Lender shall be entitled, but not required, to collecbiby legal proceedings or otherwise), extend the time
for payment, compromise, exchange or releaseany obligor or collateral, or otherwise settie any of the Indebtedness whetheror not an event
of default exists under this Agreement. Lender shall not be liable.to Owner for any action, error, mistake, omission or delay pertaining to the
actions described in this paragraph or any damages resulting therefrom. )

12. POWER OF ATTORNEY. Owner hereby aﬁpoints Lender as its attorney-in-factto endorse Owner's name on all instruments and other
remittances payable to Owner with respect to the Indebtedness, including .any items received by Lender in any lockbox account, or other
documents pertaining to Lender’s actions in connection with the Indebtedness. In addition, Lender shall be entitled, but not required, to
perform any action or execute any document required to be taken or executed by Owner under this Agreement. Lender's performance of
such action or execution of such documents shall not relieve Owner from any obligation or.cure any default under this Agreement. The
powers of attorney described'in this'paragraph are coupled with an interest and are irrevocable. ) )

13. USE AND MAINTENANCEOF COLLATERAL. Owner shall use the Collateral solely in the ordinary course of its business, for the usual
pugmses intended by the manufacturer (if appficable), with due care, and in compliance with the laws, ordinances, regulations, requirements
and rules of all federal, state, county and municipal authorities including environmentaflaws and regulations and insurance policies. Owner
shall not make any alterations, additions .or improvéments to the Collaleral without the prior written consent of Lender. Owner shall ensure
that Collateral which is not now a fixture does not become a fixture. Without limiting the foregoing, all-atterations, additions and
improvements made to the Collateral shall be subject to. the security interest belon?ing- to Liender, shall not be removed without the prior
written consent of Lender, and shall be made at Owner’s'sole expense. Owner shall take all actions and make any repairs or replacements
needed to maintain the Collateral in good condition and working order, : . . .

14. LOSS OR DAMAGE. Owner shall bear the entire risk of any loss, theft, destruction or damage (collectively "Loss or Damage") to all or

any part of the Collateral. In the eventof any Loss or Damage, Owner will either restore the Collateral to its previous condition, replace the

Callateral with similar property acceptabie to L.ender in its sole discretion, or pay or cause to be paid to Lender the decreasein the fair market

\C,)allLllet of tlhe affected Collateral. Lenderhasng duty to-colfect any income accruing on the Collateral or to preserveany rights.relating to the
ollateral. : S T Co

15. INSURANCE. The Collateral will be, kept insuredfor,its full valug against all hazards including loss of ddmage: caused by fire, collision,
theft or other casualt(. If the Collateral consists of a motor vehicle, Owner will obtain comprehensive and collision coverage in amounts at
least equal to the actual cash value of the vehicle with deductibles not to exceed'$ nya ‘- . Insurance coverage obtained by
Owner shall be from a licensed insurer.subject to Lender's approval., Owner shall aéstg?_:\’tp enderall rights to receiveproceeds of insurance
not exceeding the amount owed under the Obligatjons described above, and directthe'insurer to pay all preceeds directly to Lender. The
insurance policies shall require the insufarice company, 1o provide Lender wittratieast _30 - days” written notice before such policies are
altered or cancelled in any manner. The insurange po tgcfe’s shiall name Lelder as:a’loss payee and provide-that no act or omission of Owner
or any other person shall affect the right.of LLender to be pajd the insurance préceeds pertaining to- the loss or damags of the Collateral. In
the event Ownerfails to acquire or maintain |nsurahce,.Leerér (afterproviding riotice as may be required by law) may in its discretion procure
appropriate insurance coverage upon the Collateraf and charge'the insurance cost as an advance of principal under the promissory note.
Owner shall furnish Lender with evidence of insurance indicaling the required coverage.- Lender may act as attorney-in-factfor Owner in
makingband settling claims under insurance policies, cancelling any policy ot éndorsing Owner's nameon any draft or negotiable instrument
drawn by any insurer. o ool : )

16. INDEMNIFICATION. Lender shall not assums or be responsible for-the performance of any.of Owner’s abligations with resrect to the
Collateral under any circumstances. Owner shall immediately provide Lender with written notice of and hereby indemnifies and holds Lender
and its shareholders, directors, officers, employess‘and agents harmless from all claims, darnages, liabilities (including attorneys' fees and
legal expenses), causes of action, actions, suits and bther legal proceedings (collectivel “Claxms"?. pertaining to.its busingss operations or
the Collateral including, but not limited to, those arisirg from Lender’s performanc¢e of Owner's ebligationis with respect to the Collateral or
claims involving Hazardous Materials. ‘Owrrer; upon the requestof Lender, shall hire legal counsel to defend |_ender from such Claims, and
pay the attorneys' fees, legal ex?enses and other costs to the extent permitted by .applicable law, incurred in connection therewith. In the
alternative, Lender shall be entitled to employ its own legal counsel to defend such Claims at Qwner’s cost. . )

17. TAXES AND ASSESSMENTS.. Owner shall execute and file all tax returns and pay all taxes, licenses, fees and assessmentsrelating to
its business operations and the Collaterai (including, but riot limited o, income taxes, personal property taxes, withholding taxes, sales taxes,
use taxes, excise taxes and workers’ compensation premiums) in a timely manner.

18. INSPECTION OF COLLATERALAND BOOKS AND RECORDS. Owner shall allow Lender or its agents to examine, inspect and make
abstracts and copies of the Collateraland Owner's books.and recordsipertaining fo Owner's business operations and finangial condition or
the Collateral during normal business hours. .:Owner shall provide any: assistance required bY Lender for these ‘purposes. All of the
signatures and information Fenalnmg to the Collateral or contained in the books and records shall be genuine, true, accurateand complete
in all respects. Owner shall note the existence of Lendar’s security interest in its books and records pértaining to the Collateral.

19. EVENTS OF DEFAULT. An Event of Defautt will ocour under this Agreementin the eventthat Owner, Borrower or any. guafantor:

a) fails to make any payment under this Agreement or any other indebtedness to:Lender when due; o R
b} fails to perform any obligation or breaches any warranty or covenant to Lender contained in this Agreementor any other present

S e ot

or future written agreement regarding this or any other indebtedness to Lender, .
provides or causes any false or misleading signature or represéntation to be provided to Lender, - :
sells, conveys, or transfersrights in any Collateral without the written approval of Lender; destroys, loses or damages such
Collateral in"any material respect; or subjects such Collateraj to seizure, confiscation, or condemnation; :
e) seeks to revoke, terminate or otherwise [imit its liability under any continuing guaranty, : "
has a garnishment, judgment, tax l_evY, attachmentorlien entered or served against Owner, Borrower, or ahy guarantor, or any of
their property including the Collateral, i _ ) o ST v T .
g) dies, becomes legally incompetent, is dissolved or terminated, ceases to operate its business, becomes insolvent, makes an
assignment for the-benefit of creditors, fails to pay any debts as they become due, or becomés the subject of any bankruptey,
insoﬁ/ency or debtor rehabilitation proceeding; . - o R
h) allows the Collateral to be used by an?{one to transport or store goods, the possession, transportation, or use of which,'is illegal,
i } fails to provide Lender evidence of satisfactory financial condition; . 5
i)- has a majority of its outstanding voting securities sold, transferredor conveyed to any person or entity other than any person or
entity that has the. majority ownership as of the date of the execution of this Agreement; or
(k) causes Lender to deem itselt insecure due to a significant decline in the value of any of the Collateral.

20. RIGHTS OF LENDER ON EVENT OF DEFAULT. Upon the occurrence of an Event of Default under this Agreement, Lender shall be
entitled to exercise one or more of the following remedies without notice or demand (except as required by law): =~ )
(a) to declare the Obligations immediately due and payable in full, such acceleration shall be automatic and immediate if the Event

of Default is a filing under the Barjkrupt.cx| Code; . .

b) to collect the outstanding Obligations with or without resorting to judicial process; . ) L

gc; to change Owner's mailing address, open- Owner's mail, and retain any instruments or other remittances constituting the
Collateral contained therein, o S : . . : . ) .

d) to take possession of any ‘Collateral in any manner permitted by law; - ) e o L

?e; to apply for and obtain, without notice and upon ex -parte-application, the appointment of a receiver for the. Collateral without
regard 1o Owner’s financial condition or solvency, the adequacy of the Collaterai to secure the payment or performance of the

ob?igations or the existence of any waste to the Collateral; . . ) ) - .

g to require Owner to deliver and make available to Lender any Collateral at a place reasonably convenient to Owner ard Lender,

c
d
f

f
{
(
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to sell, lease or otherwise dispose of any Collateral and collect any deficiency' balance with or without resarting to legal process;

ﬁ to set off Owner's obligations against any amounts due to Ownerincluding, but not limited to, monies, instruments, and deposit
accounts maintained with Lender; and . .

(i) to exercise all other rights available to Lender under any other written agreement or applicable law.

Lender's rights are cumulative and may be: exercised together, separa_tecly, and in any order. Unless the Collateralis perishable, threatensto
decline speedily in value or is of a typs customarilysold on a recognizad market, Lender will provide reasonable.notification of the time and

lace of any sale or intended disposition as required.under the Uniform Commercial Code, presently or as hereafteramended or replaced.
Eender hasno obligation to clean up or otherwise prepare the Collateralforsale. Lender may comply with any ap?hcable stateor federal law
requirements in connection. with a-disposition of: the Collateral and compliance will not be considered adversely to affect the commercial
reasonablenessof any sale of the Collateral.! .the Collateral consists of 'securities, Lender shall be entitled to transferthe securitiesinto the
name of Lender or its designee and to vote the securities. Lender shall.be authorizedto notify the issuer of the securitiesto remit any related
dividends, interest and securities resulting from stock splits, reorganizations and ¢apitalizations directly to' Lender or its designee. In the
event that Lender institutes an aetion to'recaver any Collateral or seeks recovery of any Collateral by way of a prejudgment remedy in an
action against Owner, Owner waives the posting of any bond which might otherwise be required. Upon. default, Owner shall spgregate all
proceeds of Collateraland hold such proceeds in trustfor Lender. Lender's remedies under this'paragraph are in addition fo thdse a ilable
at common law, such as offset.




21. APPLICATIONOF PAYMENTS. Whetheror not a default has occurred under this Agreement, all payments made by or on behalf of
Owner and all credits due to Owner from the disposition of the Collateral or otherwise may be applied against the amounts paid by Lender
(including attorneys’fees and legal expenses?\in connection with the exarcise of its rights or remedies described in this Agreement and any
interest t%ereon and then to the payment of the remaining Obligations in whatever order Lender chooses.

22 ADVANCESTO PERFORM COVENANTS. Owner shall reimburse Lender for all amounts (including attorneys'feesand legal expenses)
expended by Lender in the performance of any action required to be taken by Owner or the exercise of any right or remedy belonging to
Lender under this Agreement, together with interest therson at the lower of the highest rate described in ‘any promissory note or credit
agreement executed by Borrower or Owner or the highest rate allowed by law from the date of payment until the date of reimbursement.
Tﬁese sums -shall be included in the definition of Obligations, shall be secured by the Collateral identified in this Agreement and shall be
payable upon demand. Lenderhas no duty to take any action to protect the value of the Collateralor to exerciseany rights of the Owner with
respect to the Collateral.

23. ASSIGNMENT. Owner shall not be entitled to assign any of its rights, remedies or obligations described in this Agreement without the
prior written consent of Lender. Consent may be withheld by Lender in its sole discretion. Lender shall be entitled 1o assign some or ali of its
rights and remedies described in this Agreement without notice to or the prior consent of Owner in any manner.

24. MODIFICATION AND WAIVER. The modification or waiverof any of Owner's Obligations or Lender’s rights under this Agreement must

be contained in a writing signed by Lender. Lender may Kerform any of Owner's Obligations or delay or fail to exercise any of its rights

without causing a waiver of those Obligations or rights.” A waiver on one occasion shall not constitute a waiver on any other occasion.

Owner's Obligations under this Agreement shall not be affected if Lender amends, compromises, exchanges, fails to exercise, impairs or

releasesany of the obligations belonging to any Owneror third party or any of its rights against any Owner, third party, Collateral or any other

%rg erty securing the Obligations, Owner waives any right it may have to require Lender to pursue any third person for any of the
igations.

25. SUCCESSORS AND ASSIGNS. This Agreement shall be binding upon and inure 1o the benefit of Owner and Lender and their
respective successors, assigns, trustees, receivers, administrators, personal representatives, legatees, and devisees.

26. NOTICES. Any notice or other communication to be provided under this Agreement shall be in writing and sent to the parties at the
addresses described in this Agreement or such other address as the parties may designate in writing from time to time.

27. SEVERABILITY. If any provision of this Agreement violatesthe law or is unenforceable, the rest of the Agreement shail remain valid.

28. APPLICABLELAW. This Agreement shall be governed by the laws of the stateof New_ York , except to
the extent that the Uniform Commercial Code, presently or as hereafteramended or replaced, provides for the application of the law of the
state of Owner's location, as indicated in paragragh 5. Unless applicable law provides otherwise, Owner consents to the jurisdiction and
venue of any court located in such state selected by Lender in the event of any legal proceeding under this Agreement.

29, COLLECTIONCOSTS. To the extent permitted by law, Owneragreesto ﬁay Lender's reasonable fees and costs of attorneysand other
agents (including without limitation Faralegals, clerks and consultants), whether or not such attomney or agent is an employee of Lender,
which are incurred by Lender in collecting any amount due or enforcing any right or remedy under this Agreement, whether or not suit is
brought, and including, but not limited to, all fees and costs incurred on appeal, in bankruptcy, and for post-judgment collection actions.

30. MISCELLANEOUS. This Agreement s executed for commercial purposes. Owner shall supply information regarding Owner's business
operations and financial condition or the Collateral in the form and manner as requested by Lender from time to time. All information
furnished by Owner to Lender shall be trus, accurate and complete in all respects. Owner and Lender agree that time is of the essence.
Owner waives presentment, demand for payment, notice of dishonor and protest except as required by law. All referencesto Owner in this
Agreement shall include all parties signing below except Lender. This Agreement shall be binding upon the heirs, successorsand assigns of
Ownerand Lender. if thereis more than one Owner, their obligations under this Agreement shall be joint and several. This Agreement shall
remain in full force and effect until Lender provides Owner with written notice of termination. This Agreement representsthe complete and
integrated understanding between Ownerand Lender regarding the terms hereof.

31. WAIVER OF PERSONAL SERVICE OF ANY PROCESS. Servicemay be made b?/ certified or registered mail at the address set forth
herein. Owner shall appear on or answer within thirty (30) days of receipt of service. {f Owner fails to appear, Owner shall be deemed in
default and judgment may be entered.

32, WAIVER OF JURY TRIAL. LENDER AND OWNER HEREBY WAIVE ANY RIGHT TO A TRIAL BY JURY IN ANY CIVIL ACTION
ARISING OUT OF, OR BASED UPON, THIS SECURITY AGREEMENT.".

33. ADDITIONAL TERMS:

OWNER ACKNOWLEDGES THAT OWNER HAS READ, UNDERSTANDS, AND AGREES TO THE TERMS AND CONDITIONS OF THIS
AGREEMENT. OWNER ACKNOWLEDGES RECEIPT OF AN EXACT COPY OF THIS j\GHEEMENT.
Dated: June 30, 2005 .

Bank of Castile

Vice Pres

OWNER: Livonia/} on akeville Railrxoad OWNER:
Corpon:t;g.

_By:
William D. Burt /

Atirg Presiden M=
OWNER: ' OWNER:

OWNER: OWNER:

OWNER: OWNER:
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' SCHEDULEA

_SCHEDULEB . . ..
5769 Sweeteners Blvd
Lakeville, NY 14482
Livingston County

27 miles of Welded rail, existing rail and ties between Lakeville New York and the
Rochester Junction.

Record Owner Name: Livonia, Avon & Lakeville Railroad Corporation

iSCHEDUEEC

$CHEDULED -
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