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Via: UPS Overnight
v 10 g 4-26 PN
Hon. Vernon A. Williams, Secretary

Surface Transportation Board SURFACE TRANSPORTATION BOARD

Mercury Building, #711
1925 K Street, N.W.
Washington, DC 20423-0001

Re: Documents for Recordation

Dear Secretary Williams:

I have enclosed an original and one copy of the document described below, to be
recorded pursuant to 49 USC §11301 and 49 CFR Part 1177.

The document is a Note Purchase Agreement, a primary document, dated April 30,
2006.

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

Chartwell International, Inc.

485 Underhill Blvd., Suite 201

Syosset, NY 11791

Secured Party:

Faisal A. Alheglan

¢/o Torrey J. McClary, Esq.

Hogan & Hartson L.L.P.

555 Thirteenth Street, NW
Washington, DC 20004

GOLLATZ, GRIFFIN & EWING, P.C.

WEST CHESTER PHILADELPHIA WILMINGTON




Vernon A. Williams, Secretary
May 11, 2006
Page 2

A description of the equipment covered by the document follows:

Sixty (60) 89'4” flatcars with the mark ERGX and the identifying
numbers, and former marks and identifying numbers, shown on
the Attachment A-1 to this letter; and thirty-five (35) 894" fiatcars
with the marks and identifying numbers shown on the attached
sheets (to be re-marked as ERGX with the unused identifying
numbers between 90001 and 90095).

A fee of $34.00 is enclosed. Please return the original and any extra copies not needed
by the Board for recordation to:

Eric M. Hocky, Esq.

Gollatz, Griffin & Ewing, P.C.
Four Penn Center, Suite 200
1600 John F. Kennedy, Blvd.
Philadelphia, PA 19103

A short summary of the document to appear in the index follows:
Note Purchase Agreement dated Aprii 30, 2006, between
Chartwell International, Inc., 485 Underhill Blvd., Suite 201,
Syosset, NY 11791 (“Borrower”), and Faisal A. Alhegelen, c/o
Torrey J. McClary, Esq., Hogan & Hartson L.L.P., 555 Thirteenth
Street, NW, Washington, DC 20004 (“Secured Party”), and
covering ninety-five (95) 89'4” flatcars.

Respectfully,

ric M. Hock

Enclosures

GOLLATZ, GRIFFIN & EWING, P.C.

WEST CHESTER PHILADELPHIA WILMINGTON
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Initial Number-: | New Init |: New Num
SKOL 9285 ERGX 90000
KCS 9201 ERGX 90001
KCS 9248 ERGX 90002
SKOL 9270 ERGX 90003
SKOL 9271 ERGX 90004
SKOL 9250 ERGX 90005
SKOL 9222 ERGX 90006
SKOL 9243 ERGX 90007
SKOL 9244 ERGX 90008
SKOL 9255 ERGX 90009
SKOL 9202 ERGX 90010
SKOL 9205 ERGX 90011
SKOL 9206 ERGX 90012
SKOL 9210 ERGX 90013
SKOL 9211 ERGX 90014
SKOL 9220 ERGX 90015
SKOL 9232 ERGX 90016
SKOL 9236 ERGX 90017
SKOL 9247 ERGX 90018
SKOL 9259 ERGX 90019
SKOL 9261 ERGX 90020
SKOL 9264 ERGX 90021
SKOL 9266 ERGX 90022
SKOL 9272 ERGX 90023
SKOL 9274 ERGX 90024
SKOL 9276 ERGX 90025
SKOL Q277 ERGX 90026
SKOL 9280 ERGX 90027
SKOL 0284 ERGX 90028
KCS 9203 ERGX 90029
KCS 9207 ERGX 90031
SKOL 9213 ERGX 90033
KCS 9214 ERGX 90034
SKOL 9216 ERGX 90035
SKOL 9218 ERGX 90036
SKOL 9228 ERGX 90038
SKOL 9230 ERGX 90039
KCS 9237 ERGX 90042
KCS 9246 ERGX 90045
SKOL 9249 ERGX 90046
KCS 9252 ERGX 90047
KCS 9253 ERGX 90048
SKOL 9265 ERGX 90054
KCS 9268 ERGX 90056
SKOL 9269 ERGX 90057
SKOL 9273 ERGX 90058
KCS 9278 ERGX 90059
KCS 9282 ERGX 90061
KCS 9283 ERGX 90062
SKOL 9289 ERGX 90064
KCS 9292 ERGX 90065




SKOL 9296 ERGX 90068
SKOL 9212 ERGX 80070
SKOL 9217 ERGX 90072
SKOL 9225 ERGX 90075
SKOL 9227 ERGX 90077
SKOL 9240 ERGX 90082
SKOL 9241 ERGX 90083
SKOL 9288 ERGX 90091
SKOL 9291 ERGX 90083
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Initial Number: | Newlnit | New Num
SKOL 9204
SKOL 9231
SKOL 9224
SKOL 9257
SKOL 9263
SKOL 9295
SKOL 9279
SKOL 9294
SKOL 9245
SKOL 9267
SKOL 9286
SKOL 9235
SKOL 9256
SKOL 9262
SKOL 9254
SKOL 9208
SKOL 9293
SKOL 9215
SKOL 9233
SKOL 9275
SKOL 9226
SKOL 9239
SKOL 9281
SKOL 9209
SKOL 9229
SKOL 9287
SKOL 92380
SKOL 9238
SKOL 9258
SKOL 9242
SKOL 9219
KCS 9234
KCS 9221
KCS 9251
KCS 9260




CORPORATE FORM OF ACKNOWLEDGEMENT

I, Paul Biberkraut, certify that I am the Chief Financial and Administrative Officer
of Chartwell International, Inc., that the attached instrument was signed on behalf of
the corporation by authority of its Board of Directors, and that I acknowledge that the
execution of the foregoing instrument was the free act and deed of the corporation. I
further verify under penalty of perjury that the foregoing is true and correct.

Executed on: __ e S leee

7 >
P s éﬂw
Paul Bibterkradt
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NOTE PURCHASE AGREEMENT

4-26PM

SURFACE TRANSPORTATION BOARD

THIS NOTE PURCHASE AGREEMENT (this “Agreement”). dated us of AHni 30,
2006 (“Effective Date™), is entered into by and between Chartwell International, Inc., a Nevada
corporation (the “Company ™, and F aisal A Alhegelan, an individual (the “Purchaser™).

RECITAL

WHEREAS, the Purchaser is willing to acquire from the Company, and the Cor puny is
willing o issue to the Purchaser, on the terms and subject to the conditions set forth hercin, a (1)
Secured Convertible Promissory Note in the aggregate principal amount of $3.000,(10 (the
“Note”) on the terms and conditions as set forth in the Note in the form attached hereto as Exhibit
A.

NOW. THEREFORE, in consideration of the foregoing, and the represe tations,
warranties, covepants and conditions set forth below, the parties hereto, intending to b legally
bound. hereby agree as follows:

AGREEMENT
1. Issuance and Receipt of the Note.

(a) Issuance and Receipt. The Company agrees 0 issue and deliver the Not @ to the
Purchaser upon receipt of funds from the Purchaser. The issue date of the Note shall be s ch date
the Company first receives such funds. Purchaser agrees to wire the funds 10:

Bank Bank of the West
3309 El Camino Ave.
Sacramento, CA 95821

Contact 916-483-6601

Account Name Bullivant Houser Bailey Trust Account
Account Number 144011889

ABA No. 121100782

SWIFT CODE BWSTUS66

{b) Senior Indebtedness. Without the prior written consent of the Purchaser, fter the
Effective Date, the Company shall not incur or guarantee any indebtedness for borrowe: money
unless (i) such indebtedness is not secured by the Collateral (as defined herein) and has a naturity
or final repayment date subsequent to the final repayment date of the Note; { i} stch inde tedness
is expressly subordinated to the repayment in full of all principal. interest and other amo nts due
under the Note on terms reasonably acceptable to Purchaser; or (iii) the proceeds HOf such
indebtedness are used to retire in full all amounts then due under the Note.

2. Representations and Warranties of the Company. The Company represe ts, and
warrants to, the Purchaser as follows:

(a) Organization and Good Standing: Certificate of Incorporation and Byla vs. The
Company is a corporation duly organized. validly existing and in good standing under the laws of
the stute of organization and has all requisite corporate power and authority to can © on its
business as now conducted and proposed to be conducted. The Company is duly qu: ified to

Signed Note Purchuse Agreement 0406 Debt Financing 4 29 2006.DOC




conduct business as a foreign corporation and is in good standing as 3 foreign corporati
jurisdictions where the properties owned, leased or operated by it are located or w
business is conducted, except where the failure to so qualify or be in good standin
reasonably likely to have a material adverse effect on the Company’s business,

condition, results of operations, assets, liabilities or prospects (a “Material Adverse Effec.

(b) Corporate Power. The Company has all requisite legal and corporate powet

into. execute, deliver and perform its obligations under this Agreement and the Not .

Agreement is and, upon its issuance, the Note will be, valid and binding ob.igation
Company, enforceable in accordance with thewr terms.

(¢) Authorization, Etc.

(i) Corporate Action. All corporate and legal action on the pat
Company, its officers, directors and stockholders necessary for the execution and deliver
Agreement and the Note, and the performance of the Company’s obligations hereur
thereunder, has been taken.

(ii) No Preemptive Rights. No person has any right of first refus:
preemptive or similar rights in connection with the issuance of the Note, or the isst
common stock of the Company upon conversion of the Note (the “Conversion Stock™).

{(d) Noncontravention. The execution, delivery and performance of and cot
with this Agreement, the Note. the issuance of the Conversion Stock will not resul
constitute any breach. defauit or violation of (1) any agreement, contract, lease,
instrument or commitment (oral or written) to which the Company is a party or 1s bour
any law, rule, regulation, statute or order applicable to the Company or its propertics, nor
the creation of any mortgage. pledge, lien, encumbrance or charge upon any of the prog
assets of the Company, any of which breach, default or violation under clause (i)
preceding, would have a Material Adverse Effect.

(e) Consents, Etc. No consent, approval, order or authorization of, or des
registration, declaration or filing with, any federal, state, local or provincial «
governmental authority or other person on the part of the Company is required m connect
the valid execution and delivery of this Agreement and the Note, or the offer, or issuan
Note or the Conversion Stock other than. if required, filings or qualifications under a
state securities laws. which filings or qualifications, if required, will be timely filed or
by the Company.

(f) Offering. In reliance, in part, on the representations and warrantics of the P
in Section 3 hereof, the offer and issuance of the Note in conformity with the term
Agreement and the issuance of the Conversion Stock will not result in a violatio
requirements of Section 5 of the Securities Act of 1933, as amended, (the “Securities Aci
qualification or registration requirements of any applicable state securities laws,

g) Capitalization. As of the Closing Date, the Company has 100,000,000 s
Common Stock authorized and 25.000.000 shares of Preferred Stock authorized, with 15
shares of Common Stock issued and outstanding as of April 15, 2006. The Company has
securities outstanding and the Company has not issued any capital stock since that date.
as set forth on Schedule 2(g) hereto, there are no other outstanding rights (including,
limitation, preemptive rights), warrants or options to acquire, or instruments convertibl
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exchangeable for, any unissued shares of capital stock or other cquity interest in the Con
any contracl, commitment, agreement, understanding or arrangement of any kind to w
Company is a party or of which the Company has knowledge and relating to the issuanc
of any capital stock of the Company, any such convertible or exchangeable securities or ¢
rights, warrants or options.

(h) Debt Obligations. Set forth on Schedule 2(h) hereto are the outstandi
obligations of the Company in excess of S100,000 per occurrence, the duc date
outstanding debt obligations, and the principal and corresponding interest rate under st
obligations.

(i) Compliance with Laws. The Company is not {i) subject to the terms or pr
of any material judgment, decree, order, writ or injunction or (ii) in violation of any -
provisions of any laws, rules. or regulations, except where such violations do not and
likely to have a Material Adverse Effect.

(j) Compliance with Corporate Instruments and Laws. The Company i
violation of any provisions of its Articles of Incorporation or Bylaws as currently in efft
Company is in compliance in all matenal respects with all applicable laws, statutes, nt
regulations of all governmental and regulatory authorities which are applicable
compliance with which is material to the Company or its assets or business. All
franchises, permits and other governmental authorizations held by the Company and w
material to its business are valid and sufficient in all respects for the business presently ¢t
by the Company.

(k) Use of Proceeds. The Company expects to use the net proceeds received w
Agreement for general working capital purposes and possibly the acquisition of as
companies. The Company has not reserved or allocated specific amounts for these p
Accordingly, the Company’s management will have broad discretion as to the applicatior
funds.

(I} Public Filings.

(i) The Company has filed all reports required to be filed by Secti
15 (d) of the Securities Exchange Act of 1934, as amended, during the past twelve mor
“Company SEC Reports”). The Company SEC Reports, each as amended prior to
hereof, (i) have been prepared in all material respects in accordance with the requiremen
Securities Act or the under the Securities Exchange Act of 1934, as amended (the “E
Act™), as the case may be, and the rules and regulations promulgated thereunder, and (1)
when filed as amended prior to the date hereof. contain any untrue statement of & materi
omit to state a material fact required to be stated therein or necessary in order to n
statements made therein, in the light of the circumstances under which they were m
misleading.

(i) Each of the consolidated financial statements {including, in es
any notes thereto) contained in or incorporated by reference into the Company SEC Rep
prepared in accordance with U.S. Generally Accepted Accounting Principles applic
consistent basis throughout the periods indicated (except as may be indicated in 1
thereto), complied in all material respects with applicable accounting requiremeats and
and regulations of the Securities and Exchange Commission (the “SECT) and eac
presented, in all material respects, the consolidated financial position, results of operat
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cash flows of the Company of the dates thereof and for the respective periods indicatec therein
except as otherwise noted therein (subject, in the case of unaudited statements, to nor 1al and
recurring year end adjustments).

(m)Environmental and Health Safety Laws. To the Company’s knowledg , 1t has
complied with all applicable statutes. laws. and regulations relating to the environment nd any
applicable statutes, laws, or rcgulations relating to occupational health and  safety
(“Environmental Health and Safety Law”). The Company has no lability un er any
Environmental Health and Safety Law, nor is Company responsible for any such liabilit  of any
other person under any Environmental Health and Safery Law. To the Compary's knc viedge,
‘here are no facts. circumstances, or conditions existing, initiated or occurring prior to he date
hereof, which have or will result in Hability to the Company under any Envircnmenta Health
and Safety Law. There are no pending or to the Company’s knowledge, threatenzd clain s under
any Environmental Heualth and Safety Law.

(n) Absence of Certain Changes or Events. Except as disclosed in the Comp: 1y SEC
Reports filed prior to the date hereof, since March 31, 2006 through the date hereof, there has not
heen an event, occurrence, effect or circumstance that has resulted or would reasor ibly be
expected to result in a Material Adverse Effect.

3. Representations and Warranties by the Purchaser. The Purchaser represe: ts. and
warrants to, and covenants with, the Company as follows:

(a) lnvestment. The Purchaser is acquiring this Note and Conversion Stock for the
Purchaser’s own account, and not directly or indirectly for the account of any other pers n. The
Purchaser is acquiring the Note and Conversion Stock for investment and not with a view to
distribution or resale thereof except in compliance with Securities Act of 1933, as amen ied {the
“Securities Act”) and any applicable state law regulating securities.

(b) Registration of Note and Conversion Stock. The Purchaser must 1 zar the
economic risk of investment for an indefinite period of time because the Note and Co version
Stock have not been registered under the Securities Act and therefore cannot and will no be sold
unless they are subsequently registered under the Securities Act or an exemption frc m such
registration is available. The Company has made no representations. warranties or ¢« venants
whatsoever as to whether any exemption from the Securities Act, including. without 11 itation,
any exemption for limited sales in routine brokers’ transactions pursuant to Rule 144 u der the
Securities Act will become available. Transfer of the Note and Conversion Stock have © ot been
registered or qualified under any applicable state law regulating securities and therefore e Note
and Conversion Stock cannot and will not be sold unless they are subsequently regis ered or
qualified under any such act or an exemption therefrom is available. The Compeny has 1ade no
representations, warranties or covenants whatsoever as to whether any exemption from ¢ 1y such
act will become available.

(c) Accredited Investor. The Purchaser represents and warrants to, and covena 1s with,
the Company that: (i) the Purchaser is an “accredited investor” as defined in Rule 501 of
Regulation D under the Securities Act and the Purchaser is also knowledgeable, sophistic ted and
experienced in making, and is qualified 10 make decisions with respect to investy ents in
securitics presenting an investment decision like that involved in the purchase of 2 Note.
including investments in sccurities issued by the Company and investments in co parable




companies, and has requested, received. reviewed and considered all information it
relevant in making an informed decision to purchase the Note; (ii) the Purchaser has
opportunity to review the risks identified on Annex 1. attached hereto.

(d) Access to Information. The Purchaser acknowledges that it has hzd acces
Company SEC Reports. The Purchaser further acknowledges that the Company he
available to it the opportunity to ask questions of and receive answers from the Co
officers and directors concerning the terms and conditions of this Agreement and the bush
financial condition of the Company, and the Purchaser has received such inforiation a
business and financial condition of the Company and the terms and conditions of the Ag
as it has requested. The Purchaser understands that the Note and Conversion St
speculative investments, which involve 2 high degree of risk of loss of the Purchaser
investment. Among others, the undersigned has had the opportunity to review of 1
identified under the caption “Risk Factors” in the Company SEC Reports and Annax 1.

(e) Foreign Matters. The Purchaser acknowledges that no action has been or
taken in any jurisdiction outside the United States by the Company that would pe mit an
of the Note, or possession or distribution of offering materials in connection with the 1881
the Note , in any jurisdiction outside the United States where legal action by the Company
purpose is required. Each Purchaser outside the United States will comply with all ap
laws and regulations in each foreign jurisdiction in purchasing this Note and the Cor
Stock.

(f) Compliance with Laws. Purchaser will not use any of the Convarsion |
cover any short position in the Common Stock of the Company if doing so would be in
of applicable securities laws.

(g) Legal and Tax Advice. The Purchaser understands that nothing ia the C
SEC Reports. this Agreement or any other materials presented to the Purchaser in cot
with the purchase of the Note and Conversion Stock constitutes legal. tax or investment
The Purchaser has consulted such legal, tax and investment advisors, as it, its soje dit
has deemed necessary or appropriate in connection with its purchase of the Note and Cor
Stock.

4. Registration of the Shares; Compliance with the Securities Act.

(a) Notice of Piggyback Registration and Inclusion of Conversion Stock. St
the terms of this Agreement, if the Company decides to register under the Securities Act it
of $5.000,000 of its Common Stock {(either for its own account or the account of ¢ securit
or holders exercising their respective demand registration rights) on a form that would be
for a registration, the Company will: (i) promptly give the Purchaser written notice
{which will inciude a list of the jurisdictions in which the Company intends to atiempt t¢
such securities under the applicable blue sky or other state securities laws) and (i) include
registration (and any related qualification under blue sky laws or other complian
“Registration Statement™), and in any underwriting involved therein, all the Conversic
specified in a written request delivered to the Company by the Purchaser within twenty (.
after delivery of such written notice from the Company subject to the underwriters’ m
limitation but in no event less than 20% of the securities included in such Registration Sta

{b) Demand Registration. If the Purchaser requests that the Company
Registration Statement, the Company shall use reasonable best efforts to effect re gistratic
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Conversion Stock on such form, including filing 2 Registration Statement. within thirty ( 0) days
of receipt of the request of the Purchaser; provided. however, the Purchaser shall pay ¢ | costs,
including legal and accounting expenses, related to the registration of the Purchaser’s Co version
Stock only, up to a maximum of $50,000; provided, further. if the provisions of Rule 144 are
unavailable to permit the sale by the Purchaser of the Conversion Stock under Rule 1. 4 other
than as a result of matters within the control of the Purchaser, including the Purchaser me ting all
the conditions and complying with all the limitations under Rule 144, then the Company ¢ 1all pay
all costs, including legal and accounting expenses up to a maximum of $50,000. related to such
registration of the Purchaser’s Conversion Stock. Notwithstanding the foregoing, the C mpany
shall not be obligated to file a Registration Statement pursuant to this Section 4(b).

{i) within six (6) months immediately following the effective dat " of the
Registration Statement pertaining to the securities of the Company (other than a regist wion of
securities in a2 Rule 1435 transaction or with respect 1o an employee benefit plan) with rc spect to
which Purchaser was afforded the opportunity to include shares under Section 4(a ; or

(ii) if the Company shall furnish to the Purchaser a certificate signe [ by the
President of the Company stating that in the good faith judgment of the Board of Dir ctors it
would be seriously detrimental to the Company or its shareholders {for a Registration Statt ment to
he filed in the near future, then the Company’s obligation to use all reasonable efforts o file a
Registration Statement shall be deferred for a period not to exceed ninety (90 days 1 om the
receipt of the request to file such registration by the Purchaser.

(¢) Registration Procedures and Other Matters. The Company shall:

() usc its best efforts, subject to receipt of necessary information -om the
Purchaser after prompt request from the Company to the Purchaser to provide such info mation,
to cause the Registration Statement to become effective as soon as practicable, an in ar y event
within ninety (90) days after the Registration Statement is filed by the Company such ¢ forts to
include, without limiting the generality of the foregoing. prepaning and filing w th the ¢ EC any
financial statements that are required to be filed prior to the effectiveness of such Reg stration
Staternent:

(ii) furnish to the Purchaser with respect to the Conversion Stock rc zistered
under the Registration Statement such number of copies of the Registration Staterr :nt and
Prospectuses used in connection therewith in conformity with the requirements of the S curities
Act and such other documents as the Purchaser may reasonably request, in order to faci tate the
public sale or other disposition of all or any of the Conversion Stock by the Purchaser; p ovided,
however, that the obligation of the Company to deliver copies of Prospectuses to the P rchaser
shall be subject to the receipt by the Company of reasonable assurances from the Purch ser that
the Purchaser will comply with the applicable provisions of the Securities Act and of su ‘h other
securities or blue sky laws as may be applicable in connection with any use of such Prosp ctuses;

(iii}  bear all expenses in connection with the procedures in paragrap (i) and
(ii) of this Section 4(c) and the registration of the Conversion Stock pursuant to the Reg stration
Statement subject to Section 4(b): and

advise the Purchaser, promptly after it shall receive notice or obtain knowl dge of
the issuance of any stop order by the SEC delaying or suspending the effectivenes. of the
Registration Statement or of the initiation or threat of any proceeding for that purg se;

6




and it will promptly use its best efforts to prevent the issuance of any stop order or
obtain its withdrawal at the carliest possible moment if such stop order should be i
and

The Company understands that the Purchaser disclaims being an underwr
the Purchaser being deemed an underwriter by the SEC shall not relieve the Company of ¢
obligations it has hereunder; provided, however that if the Company receives notification
the SEC that the Purchaser is deemed an underwriter, then the period by which the Comp:
obligated 1o submit an acceleration request to the SEC shall be extended to the car ier of (
90th day after such SEC notification. or (ii) 120 days after the initial filing of the Fegistra
Statement with the SEC.

(d) Transfer of Shares after Registration; Suspension.

i) The Purchaser agrees that it will not effect any dispositior
Conversion Stock or its right to purchase the Conversion Stock that would constitute a sal
the meaning of the Securities Act except as contemplated in the Registration Statenent re
in Section 4(a} and as described below or as otherwise permitted by law, and that it will ¢
notify the Company of any changes in the information set forth in the Registration St
regarding the Purchaser or its plan of distribution.

(i) Except in the event that paragraph (iii) below applies, the C
shall if deemed necessary by the Company, prepare and file from time to time with the
post-effective amendment to the Registration Statement or a supplement to the related Pri
or a supplement or amendment to any document incorporated therein by refercnce or
other required document so that such Registration Statement will not contain an untrue st
of a material fact or omit to state a material fact required 1o be stated therein or necessary
the statements therein not misleading, and so that, as thercafter delivered to purchaser
Conversion Stock being sold thereunder, such Prospectus will not contain an untrue statc
4 material fact or omit 1o state a material fact required to be stated therein or necessary
the statements therein, in light of the circumstances under which they were made., not mis)

(ifi)  Subject to paragraph (iv) below, in the event (A) of any reques
SEC or any other federal or state governmental authority during the period of effectivene:
Registration Statement for amendments or supplements to a Registration Statement o1
Prospectus or for additional information; (B) of the issuance by the SEC or any other fe
state governmental authority of any stop order suspending the effectiveness of a Reg
Statement or the initiation of any proceedings for that purpose; (C) of the receipt by the C
of any notification with respect to the suspension of the qualification or exemptic
qualification of any of the Conversion Stock for sale in any jurisdiction or the initi
threatening of any proceeding for such purpose; or (iv) of any event or circumstance whic
the advice of its counsel, necessitates the making of any changes in the Registration State
Prospectus, or any document incorporated or deemed to be incorporated therein by refer
that, in the case of the Registration Statement. it will not contain any untrue stateny
material fact or any omission to state a material fact required to be stated therein or nece
make the stalements therein not misleading. and that in the case of the Prospectus, it
contain any untrue statement of a material {act or any omission to state a material fact rec
be stated therein or necessary to make the statements therein, in the light of the circur
under which they were made. not misleading: then the Company shall deliver a certi
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writing to the Purchaser (the “Suspension Notice”) to the effect of the foregoing an
receipt of such Suspension Notice, the Purchaser will refrain from selling any Shares put
the Registration Statement (a “Suspension”) until the Purchaser’s receipt of copt
supplemented or amended Prospectus prepared and filed by the Company. or unti it is ac
writing by the Company that the current Prospectus may be used, and has received copie
additional or supplemental filings that are incorporated or deemed incorporated by refe
any such Prospectus. In the event of any Suspension, the Company will use its best €
cause the use of the Prospectus so suspended to be resumed as soon as reasonably pr:
within thirty (30) business days after the delivery of a Suspension Notice 10 the Purchaser

(iv)  Notwithstanding the foregoing paragraphs of this Section 4
Purchaser shall not be prohibited from selling Conversion Stock under the Registration St
as a result of Suspensions on more than two occasions of not more than 30 ditys cacl
twelve month period, unless, in the good faith judgment of the Board of Director:
Company, upon the written opinion of counsel, the sale of Conversion Stock ur
Registration Statement in reliance on this paragraph 4(¢)(iv) would be reasonably hikely
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a violation of the Securities Act or the Exchange Act and result in lizbility to the Compan: .

) If a Suspension is in effect, the Purchaser may not scil Co;
Stock under the Registration Statement.

(e) Termination of Conditions and Obligations. The conditions precedent imy
Section 3 or this Section 4 upon the transferability of the Conversion Stock shall cc
terminate as to any particular number of the Conversion Stock when such Conversion S«
have been effectively registered under the Securities Act and sold or otherwise dispos
accordance with the intended method of disposition set forth in the Registration S
covering such Conversion Stock or at such time as an opinion of counse] reasonably sat
to the Company shall have been rendered to the effect that such conditions are 1ot nece
order to comply with the Securities Act. Additionally, the rights to cause the Company tc
the Conversion Stock will be suspended if the Purchaser at the time is eligible to
Conversion Stock under Rule 144 of the Securities Act.

() Information Available. A copy of the Company Annual Report or. Form
its Quarterly Reports on Form 10-QSB. Current Reports on Form 8-K and Infi
Statements are available on the SEC's website at www.sec.gov.

5. Security Interest.

(a) Grant. Subject to the terms and conditions herein, as security interest for
prompt. complete, and final payment when due (whether at stated maturity, by acceler
otherwise) of the amounts owed under the Note, the Company hereby grants to the Pur
security interest in all of the Company’s right. title. and interest in, 1o, and under the “Col
Collateral shall mean ninety-five (95) railcars owned by the Company as of the Effective
“as 8™ condition.

(b) Ne Disposition. Subject to Section 3(c) below, the Company shall not sell,
or otherwise dispose of any of the Collateral, except to its affiliates, without the prioi
consent of the Purchaser.
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(¢) Substitution. The Company shall be entitled at any time to substitute an  of the
Collateral, provided that the substituted Collateral is reasonably acceptable to the Purch ser and
has a market value equal to at least the market value of the Collateral that has beer replace 1.

(d) Title; No Liens or Claims in Collateral. The Company owns all right, " tle and
interest in and to the Collateral. The assets included in the Collateral are in good workir 1 order.
All of the Collateral free and clear of all liens, security interests, mortgages, claims rights,
encumbrances and restrictions of any kind except for statutory tax liens and the security interest
granted to the Purchaser under this Agreement.

(e) Covenants of Company. So long as any of the obligations under the Noti or this
Agreement have not been fully satisfied, the Company covenants and agrees with the P rchaser
that:

(i) Condition of Collateral. The Company will maintain tie Coll teral in
zood condition and repair.

{11) Taxes. The Company will pay all taxes due and owing by the C nnpany
at such time as they become due.

(i) Sale_of Collateral. Except as provided hercin or in the N e, the
Company will not, without the Purchaser’s prior written consent, which may be withhe 1 in the
Purchaser’s sole discretion, sell, assign, transfer, lease, grant a lien on or otherwise dispo: 2 of the
Collateral, any part thereof or any interest therein. or any of the Company’s rights therelr . to any
person, entity or party other than the Purchaser.

(f) Events of Default. The occurrence of any of the following shall be deemed o be an
“Event of Default™

) Anv event of default by the Company under the Note:

(i) The Company’s failure o comply with any of the provisions ¢ ntamed
in this Section 5.

(iii)  Transfer or disposition of any of the Collateral except as jrovided
herein.

(iv)  The Company. voluntarily or involuntarily, becoming subjec to any
proceeding under (a) the Bankruptey Code of 1978, as amended, or (b) any similar remec v under
state statutory or common law, and not cured within 180 days from the initiation f such
proceedings.

g) Remedics Upon Default. Upon any Event of Default, the Purchaser may pu sue any
remedy available at law. or in equity to collect, enforce, or satisfy any amounts then owll ¢ under
the Note, whether by acceleration or otherwise. including:

{i) File suit and obtain judgment, and, in conjunction with any ac ion, the
Purchaser may scek any ancillary remedies provided by law, including levy of attachn ant and
garnishment.




(i) Take posscssion of any Collateral if not alrcady in its po
without demand and without legal process. Upon the Purchaser’s demand, the Comp:
assemble and make the Collateral available to the Purchaser as it directs, and the Compa
have removed from the Collateral any cargo, materials or waste that could result ia labili
Purchaser under Environmenial Law.

(ili)  Without taking possession, sell, lease or otherwise dispose
Collateral at public or private sale in accordance with the Uniform Commercial Code.

(h) Financing Statements. Promptly after the issuance of the Note pursuan
Agreement, but in no event later than ten (10) days thereafter, the Company will 1
execute and deliver to the Purchaser such assignments, notices. {inancing statements
documents and papers as the Purchaser may reasonably require in order to perfect and
the security interest in the Collateral granted to the Purchaser hereby and to give any thi
notice of the Purchaser’s interest in the Collateral, including filing a UCC-1 financing s
and reports with the Surface Transportation Board and/or other relevant agencies w
Interstate Commerce Act or other similar statute. In addition, so long as the Not
Purchaser has not been fully satisfied, the Company will promptly execute and delive
Purchaser such assignments, notices, financing statements or other documents and pape:
Purchaser may reasonably require in order to perfect and maintain the security intere
Collateral granted to the Purchaser hereby and to give any third party notice of the Pur
interest in the Collateral. Upon the full and final discharge of all of the obligetions u
Note and this Agreement. the Purchaser will execute and deliver such documents as
reasonably necessary and requested by the Company to release the Collateral from the
interest granted to the Purchaser in this Agreement, including filing a UCC-3 financing s°
and any reports with the Surface Transportation Board.

6. Indemnification,

(a) Company’s Indemnification of Purchaser. To the extent permitted by
Company shall defend, indemnify and hold harmiess the Purchaser from and agzinst any
Josses, claims, judgments. liabilities, demands, charges, suits, penalties, coss or e
including court costs and attorneys® fees resulting from any claim, demand, suit, a
oroceeding brought by any third party (“Claims and Liabilities”) with respect tc or ans:
(i) the breach of any warranty or any inaccuracy of any representation made by “he Con
this Agreement, (ii) the breach of any covenant or agreement made by the Company
Agreement; or (iii) any liability relating to the Company under Environmental Law.

(b) Purchaser’s Indemnification of Company To the extent pennitted by
Purchaser shall defend. indemmify and hold harmless the Company from and agzinst an;
Claims and Liabilites with respect to or arising from (i) the breach of any warranty
inaccuracy of any representation made by the Purchaser in this Agreement, or (i) the b
any covenani or agreement made by the Purchaser in this Agreement.

(¢) Limitation. Notwithstanding anything to the contrary, the Company’s a
liability under Section 6(a) and Purchaser’s aggregate liability under Section 6(b) (other t
respect to any fraud, intentional misrepresentation or willful breach) shall be limited to th
$3.000,000. This limitation shall not apply for Claims and Liabilities arising from a b
Section 2{m).
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(d) Claims Procedure. Promptly after the receipt by any indemnified pa
“Indemnitee”) of notice of the commencement of any action or proceeding agair
Indemnitee, such Indemnitee shall, if a claim with respect thereto is or may be made aga
indemnifying party (the “Indemnifying Party”) pursuant 10 this Section 6, gi
Indemnifying Party written notice of the commencement of such action or proceeding :
such Indemnifving Party a copy of such claim and/or process and all legal pleac
connection therewith. The failure to give such notice shall not relieve any Indemnifying
any of its indemnification obligations contained in this Section 6, except where, and sole
extent that, such failure actually and materially prejudices the rights of such Indemnifyir
Such Indemnifving Party shall have. upon request within thirty (30) days after receipt
notice. but not in any event after the settlement or compromise of such claim, the right to
al its own expense and by its own counsel reasonably acceptable 1o the Indemnitee, a
matter involving the asserted liability of the Indemnitee; provided, however, tha
Indemnitee determines that there is a reasonable probability that a claim may maters
adversely affect it, other than solely as a result of money payments required to be reimb
full by such Indemnifying Party under this Section 6 or if' a conflict of interest €x1Sts
Indemnitee and the Indemnifying Party. the Indemnitee shall have the right to
compromise or settle such claim or suit; and, provided, further, that such settler
compromise shall not, unless consented to in writing by such Indemnifyving Party. which:
be unreasonably withheld, be conclusive as to the lability of such Indemmifying Part
Indemnitee. In any event, the Indemnitee, such Indemnifying Party and its couns
cooperate in the defense against, or compromise of, any such asserted liability. and in cast
the Indemnifying Party shall have assumed the defense, the Indemnitee shall have the
participate in the defense of such asserted liability at the Indemnitee’s own expense. Int
that such Indemnifying Party shall decline to participate in or assume the defensc of sucl
prior to paying or settling any claim against which such Indemnifving Party is, or
obligated under this Section 6 to indemnify an Indemnitee, the Indemnitee shall first sup;
Indemnifying Party with a copy of a final court judgment or decree holding the Indemnit
on such claim or, failing such judgment or decree, the terms and conditions of the settle
compromise of such claim. An Indemnitee’s failure to supply such final court judgment ¢
or the terms and conditions of a settlement or compromise to such Indemnifying Party «
relieve such Indemnifving Party of any of its indemnification obligations contained
Section 6, except where, and solely to the extent that, such failure actually and m
prejudices the rights of such Indemnifving Party. If the Indemnifying Party is defen
claim as set forth above, the Indemnifyving Party shall have the right to settle the claim o
the consent of the Indemnitee.

(e) Exclusive Remedy. Each of the parties hereto acknowledges and agrees th
and after the Effective Date. its sole and exclusive monetary remedy with respect to any
claims relating to the subject matter of this Agreement shall be pursuant to the indemn
provisions set forth in this Section 6, except that nothing in this Agreement shall be de
constitute @ waiver of any injunctive or other equitable remedies or any tort claims of, o
of action arising from, intentionally fraudulent misrepresentation, willful breach or deceit.

7.  Miscellaneous.

(a) Waivers and Amendments. Any provision of this Agreement may be a
waived or modified upon the written consent of the Company and the Purchaser.

(b) Governing Law. This Agreement and all actions arising out of or in connect
this Agreement shall be governed by and construed in accordance with the laws of the
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New York, without regard to the conflict of laws provisions of the State of New York o of any
other state.

(¢) Entire Agreement. This Agreement, together with the Exhibits hereto, ¢ nstitute
the full and entire understanding and agreement between the parties with regard to the ubjects
hereof and thereof.

(d) Notices. All notices, requests and other communications hereun Jer shal be in
writing and shall be deemed 10 have been duly given at the time of receipt if delivered by aand or
by facsimile transmission or three (3) days after being mailed, registered or certified mai , return
receipt requested, with postage prepaid to the applicable parties hereto at the address state | below
or if any party shall have designated a different address or facsimile number by nctice to te other
party given as provided above, then to the last address or facsimile number so designated.

If to the Company:

Chantwell International, Inc.
485 Underhill Boulevard
Suite 201

Svosset, New York

Attn: President

with a copy to:
Bulllivant Houser Bailey
1331 Garden Highway
Suite 300
Sacramento, CA 95833
Attn: Mark C. Lee

1f to the Purchaser:

Faisal A Alhegelan

(e) Validity, If any provision of this Agreement shall be judicially determin d to be
invalid, illegal or unenforceable, the validity, legality and enforceability of the re¢ naining
provisions thereof shall not in any way be affected or impaired thereby.

(f) Counterparts. This Agreement may be executed in any number of counterp rts, and
a party’s delivery of a signed counterpart by facsimile transmission shall constitute tha party’s
due execution of this Agreement.




APR 29,2006 03:34P 3019613392
29 Avr 08 20:40 Alhegelan 0033147238982
APR 29,2006 Q2:152 3019613392

IN WITNESS WHEREOF, the partics have executed and dclivered this Agroement as of the
date and year first written sbove.

CHARTWELL INTERNTIONAL, INC.

5;Q»~37

By:

Name: [mre Esanyd

Title: Acting President

FAISAL A AL

By;

GELAN-"/

iy

APR 20,2008 C2:29p

kY

CC3321472389¢
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SCHEDULES

)

Stock option grants of 150,000 shares

Restricted stock grants of 175.000 shares

Conventible Promissory Notc dated February 2006 for $500.000 at 8% with the Estate of | erre T.
Rasmussen

Convertible Promissory Note dated March 2006 for $1,000,000 at 6% with Chris Gordon

2(h)

Due Principal interest

Date Outstanding Rate
Thomas and Robert Belvilie Note 1 37202009 § 45370545 11%
Thomas and Rober Belville Note 2 9/2/2008 §  485014.94 1%
Roshon 9/2/2007 $ 62,208.27 11%
Cecil Walker Machinery 9/2/2008 § 69,392.88 11%
J & G Roliyson Trust 3/2/2009 $  328.8158.16 11%
Corona Group, LLC 4/4/2008 §  305,985.93 11%
Estate of Pierre 7. Rasmussen 2/15/2008 §  500,200.00 8%
Chris Gordon 3/15/2009 § 1.000,000.00 6%

$§ 3.204,804 .63

14




EXHIBIT A
FORM OF SECURED CONVERTIBLE PROMISSORY NOTIE

{Attached)

13




Exhibit A

THIS NOTE AND THE SECURITIES ISSUABLE UPON THE CONVER 3ION
HEREQF HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT
OF 1933. THEY MAY NOT BE SOLD, OFFERED FOR SALE, PLEL GED,
HYPOTHECATED, OR OTHERWISE TRANSFERRED EXCEPT PURSUANT
TO AN FEFFECTIVE REGISTRATION STATEMENT UNDER THE
SECURITIES ACT OF 1933, OR AN OPINION OF COUISEL
SATISFACTORY TO THE BORROWER THAT REGISTRATION IS NOT
REQUIRED UNDER SUCH ACT OR UNLESS SOLD PURSUANT TO .ULE
144 UNDER SUCH ACT.

Chartwell International, Inc.
SECURED CONVERTIBLE PROMISSORY NOTE
April 30, 2006 $3,000,000

Chartwell International, Inc., a Nevada corporation (the “Company™), for v: lue received,
promises to pay to the order of Faisal A. Alhegelan (the “Holder™), the sum of $3,0 0,000, or the
aggregate unpaid principal balance of all amounts outstanding hereunder. whichev ot 1s less (the
"Principal™), plus simple interest thereon from the date first set forth above un il paid at an
annual interest rate equal to 10% and in accordance with the provisions of Sgetion below. The
principal and interest hereof will be payable at the principal office of the Company or by mail to
the registered address of the Holder on or before April 30, 2012 (the “Repayment . date”) except
that no payment will be required to the extent that such principal and interest are or have been
paid or converted pursuant to the terms hereof.

his Note is issued by the Company in connection with that certain Mote Purchase
Agreement dated April 30, 2006. This Note incorporates by reference all the tern 5 of the Note
Purchase Agreement. The following is a statement of the rights of the Holder and 11c conditions
to which this Note is subject, and to which the Holder, by the acceptance of this No 2, agrees:

I Definitions.  As used in this Note, the following terms, unles: the context
otherwise requires, have the following meanings:

1.1 “Company” will mean Chartwell International, Inc. and wil include any
corporation, partnership, limited lability company or other entity that will succeed to or assume
the obligations of the Company under this Note.

1.2 “Holder” will mean any person who will at the time be 1e registered
holder of this Note.

2. Conversion and Payment of Interest

2.1 Accrued interest shall be payable on the 1™ day of :ach month,
~ commencing June 1. 2006, and continuing thereafter until and including Juae 1, 2 112, when all
accrued but unpaid interest and the unpaid principal balance shall be paid in full. T ach payment
shall be credited first to accrued but unpaid interest and the balance to principal and interest

Signed Convertible Promissory Note - Athegelan 4 29 2006.DOC




shall cease to accrue on the amount of principal so paid or converted. Interest shall
on the basis of a year of 365 days for the actual number of days elapsed. All inte:
under this Note shall be made in lawful currency of the United States of America to

CITIBANK: ABA# 021000089

FAO: MORGAN STANLEY: ACCT# 4061117
FOR FURTHER CREDIT TO: ALHEGELAN

ACCTH: 642050642.

22 Atany time prior to the Repayment Date, Holder at its opt
prior written notice to the Company, may convert i whole or in part, the outstanc
and accrued but unpaid interest thereon (the “Debt”) into shares of common

Company based on a per share conversion price of $2.30 (the “Conversion Price
however, the number of shares of Company common stock that may be acquired by
any conversion of the Debt shall be limited to the extent necessary to ensure that, fe
exercise, the total number of shares of Company common stock then beneficial
Holder and his affiliates and any other persons whose beneficial ownership

‘common stock would be aggregated with the Holder’s for purposes of Section
Exchange Act, does not exceed 4.999% of the total number of issued and outstanc
Company common stock (including for such purpose the shares of Company ¢
issuable upon such conversion). For such purposes, beneficial ownership shall be «
accordance with Section 13(d) of the Exchange Act and the rules and regulation:
Notwithstanding the foregoing, Holder may waive such limitation on conversion
this Section 2.2 or increase or decrease such limitation percentage to any other |
specified i a written notice to the Company.

23 In the event of conversion, the Holder will surrender the on
this Note for conversion at the principal office of the Company at the time of
Holder agrees fo execute all necessary documents in connection with the conversior
including a definitive stock purchase agreement. If upon such conversion of this N
of a share would result, then the Company will pay cash in licu of such frac
calculated on the basis of $2.30 per share.

2.4 All rights with respect to such portion of this Note converte
Section 2.2 shall terminate upon issuance of the corresponding shares of commor
Holder. Notwithstanding the foregoing, Holder agrees to surrender this Note to the
cancellation as to that portion of the Note that the Holder elects to convert ander ¢
soon as possible following the conversion of this Note, and the Company shall
deliver a new Note upon the same terms and conditions set forth herein. dated the
evidencing the right of the Holder to the balance of the principal that was not ¢
accrued but unpaid interest thereon. as applicable).

3. Issuance of Consideration on Conversion. As soon as pra
conversion of this Note pursuant to Section 2 and receipt of the original Note
documents. but in no cvent later than five (3) business dayvs, the Company at its
cause to be issued in the name of and delivered to the Holder, a certificate or certif
number of shares of securities to which the Holder will be entitled on such conver
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such legends as may be required by applicable state and federal securities laws in t
legal counsel for the Company), together with any other securities and property. if
the Holder is entitled on such conversion under the terms of this Note.

4. Adjustment Provisions. The number and character of shares of c
issuable upon conversion of this Note and the Conversion Price therefor. ai
adjustment upon occurrence of the following events:

4.1 Adjustment for Stock Splits, Stock Dividends, Recapiializati
Conversion Price of this Note and the number of shares of common stock i
conversion of this Note shall each be proportionally adjusted to reflect any s-ock di
split, reverse stock split. reclassification. recapitalization or other similar event
number of outstanding shares of common stock.

42 Adjustment for Reorganization, Consolidation, Merger. In th
any reorganization of the Company, (b) the Company consolidates with or merge:
entity, (c) the Company sells all or substantially all of its asscts to another en
distributes the proceeds to its shareholders, or (d)the Company issues or ot
securities representing more than 50% of the voting power of the Company in a si
of related transactions immediately after giving effect 1o such transaction or ser
transaction {cach of such events shall be referred to herein as a “Liquidation Even
in each such case, the Holder, upon the conversion of this Notc at any u
consummation of any Liquidation Event shall be entitled to receive, in licu of the «
securities and property receivable upon the conversion of this Note prior to such c¢
the stock or other securities or property to which the Holder would have been enti
consummation of such Liquidation Event if the Holder had converted this Note
prior thereto, all subject to further adjustment as provided in this Note, and the
purchasing entity in a Liquidation Event (if other than the Company) shall duly
deliver to the Holder a supplement hereto acknowledging such entity’s obligatio
Note.

43  Adjustment of Conversion Price Upon Issuance of Additional Share
Stock.

(a) In the event that the Company, after the date hercof and pricr to A
issues any shares of Common Stock of the Company, other than Excluded Share
below), in connection with a financing of at least $2,000,000 (a ~ “inancing’”), «
consideration or for a consideration per share less than the Conversion Price mn effe
of and immediately prior to such issuance, then the Conversion Price shall
concurrently with such issuance, to the consideration per share attributed to st
Common Stock. “Excluded Shares™ shall mean shares of Common Stock of the Co
or issuable (1) upon exercise of any options, warrants, convertible notes and lik
securities outstanding on the date hereof, (if) as a result of any stock split,
reclassification, exchange or substitution for which an adjustment is provided in ¢
4.2, (iii) to emplovees, officers or directors of, or consultants or advisors to, the Co
subsidiary of the Company pursuant to a stock grant, stock option plan, employee s

-
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plan, restricted stock plan or any other similar plan or agreement, w hich grant, plan
was approved by the Board of Directors of the Company. (iv) in connection
exercise of any convertible securities, options or warrants related to bona fide
mergers, strategic alliances, collaborations, joint venture or similar transactions apj
Board of Directors of the Company and that do not constitute financings or have ¢
element the raising of capital for the Company, or (v) to or upon exercise of an -
securities. options or warrants by financial institutions or lessors in connection witi
credit arrangements, equipment or debt financings or similar transactions approved
of Directors of the Company where the aggregate number of shares issuable upon e
options or warrants issued mn connection with any such transaction (or seri¢

transactions) does not exceed 2% of the number of shares outstanding at the time ¢ 7

such options or warrants..

(b) In the event that the Company, after the date hereof and prio
2009, in any manner issues or grants any warrants, rights or options, whether or not
exercisable, to subseribe for or to purchase Common Stock, or other securities conv:
exchangeable for Common Stock (“Convertible Securities™). other than thos
Excluded Shares, in connection with a Financing, and the price per share for wh
Stock is issuable upon the exercise, conversion or exchange of such Convertible Sec
than the Conversion Price in effect on the date of issuance or grant cf such
Securities, then the Conversion Price shall be reduced, concurrently with such
Convertible Securities, to the price per share for which Comumon Stock is issua
exercise of such Convertible Securities. For purposes of the preceding sentence, t
share for which Common Stock is issuable upon the exercise of such Convertible
determined by dividing (x) the total amount, if any, received or receivable by the
consideration for the issuance or sale of all such Convertible Securities, plus t
aggregate amount of additional consideration, if any, payable to the Corporati
conversion or exchange thereof at the time such Convertible Securities first becom
or exchangeable, by (v) the maximum total number of shares of Common Stock 1
the conversion or exchange of all such Convertible Securities. No further adju
Conversion Price shall be made upon the actual issuance of such Common Stc
exercise of such Convertible Securities.

44  No Change Necessary. The form of this Note need not
because of any adjustment in the Conversion Price or in the number of sharzs of ¢
issuable upon its conversion.

S. Defauits. Holder may declare the entire unpaid principal and aceruc
this Note due and payable within five (5) business days, by a notice in writing sen
mail to the Company if the Company defaults in the payment of principal of the Nc¢
interest thereon when due and not cured by the Company within thirty (30) days.

6. Prepayment. At any time prior to the Repayment Date and 1pon s
prior written notice, the Company may prepay, in whole or in part, the Debt in fu
and accord of the Company’s obligations under this Note. Notwithstanding the
any time prior to the actual prepayment of the Debt, whether or not prior written n
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prepayment has been delivered to Holder, Holder may elect to convert the Debt 1 ito shares of
common stock of the Company at the Conversion Price.

7. Secured Note. The full amount of this Note is secured by the € ollateral (as
defined in the Note Purchase Agreement) identified and described as security th:refor in the
Note Purchase Agreement.

8. Representations and Acknowledgments of the Holder. The H lder hereby
represents, warrants, acknowledges and agrees that:

8.1 Investment. The Holder is acquiring this Note and th2 secur ties issuable
upon conversion of this Note (together, the “Securities™) for the Holder's own ace unt, and not
directly or indirectly for the account of any other person. The Holder is acquiring 11e Securities
for investment and not with a view to distribution or resale thereof except in con hance with
Securities Act of 1933 (the “Acr”) and any applicable state law regulating securities.

82  Access to Information. The Holder has had the opport ity to ask
questions of, and to receive answers from, appropriate executive officers of the C. mpany with
respect to the terms and conditions of the transactions contemplated hereby and w h respect to
the business. affairs, financial condition and results of operations of the Company. The Holder
has had access to such financial and other information as is necessary in order for 1 1e Holder to
make a fully informed decision as to investment in the Company, and has had the o yportunity to
obtain any additional information necessary to verify any of such information 1> which the
Holder has had access.

8.3  Pre-Existing Relationship. The Holder further represents - nd warrants
that the Holder has such business or financial expertise as to be able to protect the I older’s own
interests in connection with the purchase of the Securities.

8.4 Speculative Investment. The Holder’s investmen: in th: Company
represented by the Securities is highly speculative in nature and is subject to a hi th degree of
risk of loss in whole or in part: the amount of such investment is within the Holder’ . risk capital
means and is not so great in relation to the Holder’s total financial resources as wou d jeopardize
the personal financial needs of the Holder and the Holder’s family in the event suc 1 investment
were lost in whole or i part.

8.5 Unregistered Securities.

(a) The Holder must bear the economic risk of invest nent for an
indefinite period of time because the Securities have not been registered under he Act and
therefore cannot and will not be sold unless they are subsequently registered under 1e Act or an
exemption from such registration is available. The Company has made no rep -esentations,
warrantics or covenants whatsoever as 1o whether any exemption from the Ac. including,
without limitation. any exemption for limited sales in routine brokers™ transaction: pursuant o
Rule 144 under the Act will become available.

5




(b) Transfer of the Securities has not been regstered
under any applicable state law regulating securities and therefore the Securities ca
not be sold unless they are subsequently registered or qualified under any su
exemption therefrom is available. The Company has made no representations,
covenants whatsoever as to whether any exemption from any such act will become &

86  Accredited Investor. The Holder presently qualifies as a1
investor” within the meaning of Regulation D of the rules and regulations promulga
Act.

9, Miscellaneous.

9.1 Waiver and Amendment. Any provision of this Note may
waived or modified only upon the written consent of the Company and the Holder.

9.2 Restrictions on Transfer. This Note may only be u
compliance with applicable state and federal laws. All rights and obligaticns of 1
and the Holder will be binding upon and benefit the successors, assigns, heirs, and a
of the parties.

83 Company Representation. The Company represents to the 1
Company is a corporation duly organized, validly ecxisting, authorized to ex
corporate powers, rights and privileges, and in good standing in the State of Nevad
corporate power and corporate authority to own and operate its properties and to
business as now conducted; all corporate action on the part of the Company,
directors, and shareholders necessary for the authorization, execution, delivery, and
of all obligations under this Note have been taken; this Note constitutes a legally
valid obligation of the Company enforceable in accordance with its terms, except
that such enforcement may be subject to applicable bankruptcy, insolvency, re
arrangement, moratorium, fraudulent conveyance or other laws or court decisions
affecting the rights of creditors generally, and such enforcement may be limited
principles of general applicability.

94  No Assignment. Holder may not transfer or assign all or an
Note except upon prior written notice to the Company and with the Company’s
consent, which consent shall not be unreasonably withheld; except that Holder may
Note or part thereof either during his lifetime or on death by will or intestacy to h
family or to a trust, the beneficiaries of which are exclusively Holder and/or ¢
members of his immediate family, or to a family-owned corporation.

9.5 Governing Law. This Note will be governed by the laws o
New York applicable to contracts between New York residents wholly to be perfor
York.
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N WIINESS WHEREOF, the Company has caused this Notz 10 be issued as of the date
first gbove writlen.

CHARTWELL INTERNATIONAL, INC,

2 Nevade corporation with principal offices at
4RS Underhill Blvd., Suite 201

Syosset. NY 1179}

?-« {w»»,-’

imee Fszenyi,
Acting President
Agreed and Accepted HoMcer:
& 2 -
S 4 ya
1 \

Address:




ANNEX
RISK FACTORS

The risks described below are the ones we believe are most important for you to consider, these
not the onlv ones that we face. If events anticipated by any of the following risks actually o
business, operating results or financial condition could suffer and the trading price of our comy
could decline.

Risks Related To Qur Acquisition Strategy And Operations

Recent change of control and discontinued prior operations do not give a historical basis up«
to evaluate the Company's current efforts, and the change in strategic direction has certain
risks. The Company recently experienced a change of control and discontinued all prior activitic
March 2003, the Company had no assets and no operations. In addition, the Company's periodic an
reports filed prior to March 2003 will contain information which will no longer be appliceble or r¢
the current and future business operations of the Company.

The Company has changed its business focus and intends to acquire operations unrelatec
activities. and there are ne assurances that management will be successful in acquiring a bu
integrating the operations successfully, which would impair the value of the Company fur
connection with the recent change of control, the Company has shifted its focus owards an acquisi
September 8, 2005, the Company entered into an Agreement and Plan of Merger with E-Rail Logi:
("E-Rail"), pursuant to which the Company acquired E-Rail, a development stage compay. Alth
acquisition of these assets is part of the strategic business plan of the Company, there can be no ¢
that the Company will be successtul in integrating the assets of E-Rail as part of the Company.

The Company faces challenges in attracting and retaining qualified management cxpericnc
transportation and disposal of solid waste. The success of the Company will depend large!
Company’s ability to hire and retain qualified individuals to operate the Company. Although
entered into employment contracts with former management of E-Rail to utilize its assets follo
acquisition, no assurance can be given that the Company will be able to retain such personnel a

personnel or attract qualified individuals in the future to manage the Company. The failu:

Company to either retain or attract such personnel could have a material adverse effect on the G
business and financial condition.

Integration of propused acquisitions poses certain risks, and the Company does not currer
historical experience upon which to base an cvaluation of the future prospects of succ
Company has only a limited operating history upon which to base an evaluation of ity busines
prospects. There can be no assurance that the Company's recently assembled senior manegement
be able to manage the Company successfully and implement the Company's operating and
strategies effectively. The Company's effective integration of acquired businesses into its organiz
operations is and will continue to be important to the C ompany's growth and future financial pert
A part of the Company's strategy is to achieve economies of scale and operating efficiencies by 1
its size through scquisitions. These goals may not be achieved even if the Company effuctively «
the operations of acquired businesses with its existing operations due to factors beyond our contro
market position or customer base. Because of the Company's limited operating history, there ¢
assurance that its recently assembled senior management team will succeed in integrating the C
future acquisitions. Any difficulties the Company encounters in the integration proczss couls
muterial adverse eftect on its business, financial condition and results of operations.

Acceptable acquisition targets may not materialize. The Company expects that a substantial §
futare growth will come from acquiring solid waste collection, transfer, maintenance and toading
and disposal operations. There can be no assurance that the Company will be able to identify
acquisition candidates or, if such candidates are identified. to negotiate their acquisition at pric
terms and conditions favorable to the Company. Additionally, we expect continued consolidati

16

1sks are
sur, our
m stock

1 which
itherent
. Asof
current
evant to

to past
iness or
her. In
on. On
ics, fne.
sugh the
surance

1in the
©on the
ve have
/ing the
its own

of the
mpany’s

Iy have
%8, The
and its
am will
growth
tion and
rmance.
sreasing
ymbines
such as
n be no
mpany's
have a

it of its
acilities,
suitable
3§ 0r on
n in the




industry will reduce the number of qualified acquisition candidates. The Company's failure to ir
its acquisition strategy successfuily could limit its potential growth.

The Company may not be able te attract the required capital, through either debt o
financings, in order to complete strategic acquisitions or make required purchases of
equipment needed to conduct its operations cfficiently, either of which could adversely ¢
Company's financial condition and ability to execute on its business plan. The Company at
that any future business acquisitions will be financed through cash from potential operat ons, boi
the issuance of shares of the Company's common stock andfor seller financing. If acquisition cand
unwilling to accept, or the Company is unwilling to issue. shares of the Company's cominon stoc
of the consideration for such acquisitions, the Company may be required to use more of its avail
resources or debt, to the extent it is available, to fund such acquisitions. To the extent that ¢
potential operations and debt are insufficient to fund acquisitions, the Company will require 2
equity andior debt financing, the terms of which muy be unfavorasle or unavailable. Additionally
through the development or acquisition of new landfills, transfer stations and other facilites, as w
ongoing maintenance of such landfills, transfer stations or other facilities, may require substanti
expenditures. There can be no assurance that the Company will have sufficient existing capital res
be able 10 raise sufficient additional capital resources on terms satisfactory to the Company to me
all of the foregoing capital requirements.

There may be undisclosed labilities in the businesses that we acquire which we fail or are ¢
discover which could have a material adverse effect on our operations and business conditio
SUCCEssor owner 1o entities we acquire, we often assume prior liabilities incurred and there o
assurances that these liabilities are properly disclosed to us. Even if we obtain legally en
representations, warranties, covenants and indemnities from the sellers of such buginesses, we gu
successful in fully covering the liabilities. Certain environmental liabilities, even if we do not «
assume them. may be imposed upon us under various regulatory schemes and legal thecries, an¢
may materially affect our ability to operate and grow our business,

Larger competitors may compete with the Company for acquisition targets, making it more
for the Company to acquire businesses that fit within its business strategy, or increasing th
making such acquisitions, cither of which could negatively affect our performance. The ¢
competes for acquisition candidates with other entitizs, some of which have greater financial resou
the Company. Increased competition for acquisition candidates may result in fower ac
opportunities being available to the Company, as well as less attractive acquisition terms, i
increased purchase prices. These circumstances may increase acquisition costs to levels that are be
Company's financial capability or pricing parameters or that may have an adverse effect un the C
results of operations and financial condition. The ability to utilize the Company's secu
consideration for potential acquisitions may depend in large part on the relative market price an
appreciation prospects of the common stock compared to the equity securities of the (s
competitors. 1f the market price of the Company's common stock were to decline materiall;
prolonged period of time, the Company's acquisition program could be materiaily adversely affecte

Risks Related to our Industry

Strategic growth through acquisitions is dependent on the Company's ability to internally
logistics infrastructure, and there is no historical perspective to validate the Company's beli
can aftain certain gross margins competitively, the failure of which would adversely s
financial condition, The Company's growth strategy includes (i) expanding through acquisitions
generating intemal growth of its infrastructure and logistics capabilities. The Company's ability «
ity growth strategy will depend on a number of factors, including the success of existing and :
competition, the availability of acquisition targets, the ability to maintain profit margins in the
competitive pressures, the ability to continue to recruit, train and retain qualified employees, the st
demand for the Company's services and the availability of capital to support its growth.
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Rapid growth could create risks of over leverage or undercapitalization to meet obligation
could materially impact the Company's financial condition and strategy. If the Company i
execute its growth strategy, it may experience periods of rapid growth. Such growth, if’ it occu
place a significant strain on the Company’s management, operational, financial and other resow
Company's 2bility to maintain and manage its growth effectively will require it to expand its mat
information svstems capabilities and its operational and financial systems and controls. More
Company will need to attract, train, motivate, retain and manage additional senior managers,

professionals and other employees, as well as integrate accounting and reporting for disclesure cor
compliance with Section 404 of the Sarbanes-Oxley Act. Any failure 1o expand the Company's of
and financial systems and controls or to recruit and integrate appropriate personnel at a pace consis
the Company's revenue growth could have a material adverse effect on the Company's business,
condition and results of operations.

The solid waste industry is highly competitive, and we will face competition from compa:
may be better financed than we are, which could impact our ability to compete for custon
employees. The solid waste services industry is highly competitive and fragmented and requires st
labor and capital resources. Certain of the markets in which the Company competes of will likely
are served by one or more large, national solid waste companies. as well as by numerous regional
solid waste companies of varving sizes and resources, some of which have accumulated st
goodwill, The Company also competes with counties, municipalities and solid waste districts that
their own waste collection and disposal operations. These counties, municipalities and solid wastc
may have {inancial advantages over the Company, because of their access to user fees and simila
x revenues and tax-exempt financing. Certain of the Company's competitors may also
capitalized. have greater name recognition or be able to provide services at a lower cost than the €
The Company’s inability to compete with governmental service providers and larger and better «
companies could have a material adverse effect on the Company’s business, financial cordition &
of operations.

Solid waste disposal is regulated by the various governmental agencies, and changes in legis
rules and regulations could have a material adverse effect on our operations. The waste mal
and rail-based transportation industries are subject to extensive and evolving enviror mental
regulations, the enforcement of which has become increasingly stringent in recent years as a
greater public interest in protecting the environment. Although we do not anticipate or intend to
or dispose of toxic waste or other hazardous materials, these laws and regulations may stil
substantial costs on the Company and affect the Company's business in other ways that ¢
unforeseen costs to operations.

The Company's inability to maintain landfill permits and licenses could adversely affect
resources or require significant expenditures to comply with the regulations, either of whi
materiaily affect gross margins and cash flow from operations. 1f the Company implements it
for landfill ownership and operation, it will be necessary to obtain and maintain in eifect one
licenses or permits, as well as zoning, environmental and’or other land use approvals. These 1i
permits and approvals are difficult and time-consuming to obtain and rencw and are fre juently :
opposition by various elected officials or citizens' groups, whose positions may change in the
ways that may adversely effect continuing operations or materially affect the cost of operati
design, operation and closure of landfills are extensively regulated. These regulations includs
others, the Subtitle D Regulations. Failure to comply with these regulations could require the Co
undertake investigatory or remedial activities, to curtail operations or to close a landfill temps
permanently. Future changes to these regulations may reguire the Company to modify, suppl
replace equipment or facilities at costs that may be substantial. The failure of regulatory agencies t
these regulations vigorously or consistently may give an advantage 10 competitors of the Compa
facilities do not comply with the Subtitle D Regulations or their state counterparts. The C
financial obligations arising from any failure to comply with these regulations could have a
adverse effect on the Company's business, financial condition and results of operations.
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Judicial and administrative proceedings related to our business are routine, and penalties,
remediation orders could materially impact our cash flow er working capital frem time
which could impair our business plan objectives. Companies in the solid waste services bus
frequently subject in the normal course of business to judicial and administrative proceedings i
federal, state or local agencies or citizens' groups. Governmental agencies may seek to impose
penalties on the Company or to revoke or deny renewal of the Company's operating permits, fran
licenses for violations or alleged violations of environmental laws or regulations or require the Co
make expenditures to remediate potential environmental problems relating to waste disposed of
by the Company or its predecessors. or resulting from its or its predecessors’ transportation and «
operations. The Company may also be subject to actions brought by individuals or community |
connection with the permitting, franchising or licensing of its operations, any alleged violatior
permits, franchises or licenses or other matters. Any adverse outcome in these proceedings cou!
material adverse effect on the Company's business, {inancial condition and results of operations
subject the Company to adverse publicity.

The Company may be subject to liability for any environmental damage that its solid waste
may cause, including damage to neighboring landowners or residents, particularly 2s a rest
contamination of soil. groundwater or surface water, and especially drinking water, whi
materially impact our cash flow in any given period. The Company's potential liability include
resulting from conditions existing prior to the acquisition of such facilities by the Compary. The ¢
may also be subject to liability for any off-site environmental contamination caused by poll
hazardous substances whose transportation, treatment or disposal was arranged by the Compa
predecessors. Any substantial liability for environmental damage incurred by the Company coul
material adverse effect on the Company's business, financial condition and results of operations.
CERCLA imposes joint and several strict liability on the present owners and operators of facili
which a release of hazardous substances into the environment has occurred, as well as any party th
or operated the facility at the time of disposal of the hazardous substances, regardless of »
hazardous substance was first detected. CERCLA defines the term "hazardous substances” very b
include more than 700 substances that are specified under RCRA. have specific hazardous charz
defined under RCRA or are regulated under any of several other statutes. Similar Habil ty is im
the generators of waste that contains hazardous substances and on hazardous substance transpo
select the treatment, storage or disposal site. All such persons, who are referred to as potertially re
partics ("PRPs"), generally are jointly and severally strictly liable for the expente of w
investigation, waste site ¢leanup costs and natural resource damages, regardless of whether they
due care and complied with all relevant laws and regulations. These costs can be very su
Furthermore, such liability can be based on the existence of even very small amounts of b
substances: unlike most of the other statutes that regulate hazardous substances, CERCLA does ¢
any minimum volume or concentration of a hazardous substance to be present before imposing li
is likely that hazardous substances have in the past come to be located in landfills with which the t
is or will become associated. If any of the Company's sites or operations ever experiences envir
sroblems, the Company could be subject to substantial liability, which could have a material adve
on its business, financizl condition and results of operations.

Qur inability to obtain performance or surcty bonds, letters of credit or insurance for n
solid waste services contracts and landfill closure obligations may require other means of
assurance to secure contractual performance, which could materially affect our potential ¢
and working capital. 1f the Company in the future were unable 10 obtain performance or surety
letters of credit in sutficient amounts or at acceptable rates, it could be precluded from ente
additional municipal solid waste services contacts or obtaining or retaining landfill operating pen
future difficulty in obtaining insurance could also impair the Company's ability to secure future

conditioned on the contractor's having adeguate insurance coverage. Accordingly, the failw -

Company 10 obtain performance or surety bonds, letters of credit or other means of financial ass
1o maintain adequate insurance coverage could have 2 material adverse effect on the Company's
financial condition and results of operations.

Risks Relating To Our Company and the Market for Qur Common Stock
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We have only a limited public market for our common stock, which has historically been st
sporadic fluctuations and inherent stock price volatility. There has been a limited public mark
Company's common stock. and there can be no assurance that an active trading market will deve
sustained in the future. The Company believes that period-to-period comparisons of its operatir
should not be relied upon as an indication of future performance. Due  a variety of ‘actors, :
general economic conditions. government regulatory action, acquisitions, capital expenditures &
costs related to the expansion of operations and services, pricing changes and adverse weather cont
is possible that in some future quarter, the Company's operating results may be below the expect
securities anatvsts and investors. In such event, the price of the Company's common stock would
materially adversely affected. The price of the Company's common stock may be highiy volati
flikely to be affected by the foregoing and other fuctors. In addition, the stock market has “rom tim
experienced significant price and volume fluctuations that have often been unrelated to the «
performance of companies whose securities are publicly traded. These broad market fluctiations,
may adversely affect the market price of the publicly traded securities of such compan es, inch
Company's common stock. In the past, following periods of volatility in the market price of a &
securities, securities class action litigation has often been commenced against such compiny. The
no assurance that such litigation will not occur in the future with respect to the Company. Litigati
result in substantial costs and divert management's attention and resources, which could have a
adverse effect on the Company's business. financial condition and results of operations. Any
determination in any such litigation could also subject the Company to significant liabilitics.

Someone may claim that the Company's disposition of its assets, liabilities and operations to
Capital and the subsequent distribution of Kingsley Capital common stock to the C
International, Inc. stockholders may have violated Section 3 of the Securities Act of 19
distribution of the shares of Kingsley Capital common stock to the stockholders of Chartwell Inter
Inc., as disclosed in the Form 8-K for the Event Date March 3, 2005, was not registered
Securities Act of 1933 (the "Securities Act”). Because the distribution was not registered, the (
may have violated Section 5 of the Securities Act. If it is subsequently determined that the
Kingsley Capital should have been registered under the Securities Act and the Company 1nay be d
have violated Section 5 of the Securities Act, the Company could be subject to an injunction, fines
Although prior management has taken the position that there was no consideration paid for th
which were distributed on a pro-rata basis, someone could take a different position or pursuc an ac
respect to the transaction. We do not believe that such action is likely. or that such action if pursu
nave a materiul affect on our business or operations.
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Any futurc financings and subsequent registration of common stock for resale will res
significant number of shares of common stock of the Company available for sale, and st
could depress our common stock price. Further, no assurances can be given that the Company
tssue additional shares which will have the effect of diluting the equity interest of curent stoc
Moreover, sales of a substantial number of shares of our common stock in the public mark
adversely affect the market price of our common stock and make it more difficult for us to sell

our commnon stock at times and prices that we determine to be appropriate.

There is a limited public market for our common stock, and there are no assurances that ¢
will fully develop or provide Hquidity for investors when needed. There is a limited public n
our common stock, and trading prices of our common stock nmay be volatile,.  Our common
currently traded on the NASDAQ OTC Bulletin Board and trading volume has been low and sporz
Company can give no assurance that an active trading market for our common stock will develop,
develops, that trading will continue. Accordingly, investors in our common stock may not have it
liquidity at any given time.

Our stock is governed by the "penny stock rules”, which imposes additional requirernents on
dealers who muke transactions in our stock. SEC rules require 2 broker-dealer to provid
information to purchasers of securities traded at less than $3.00, which are not tradsd on a
securities exchange or quoted on the NASDAQ Stock Market. Since the NASDAQ OTC Bulletin
not considered an "exchange,” if the trading price of the Company's common stock remains less t
per share, the Company's common stock will be considered a "penny stock,” and trading in the C:
common stock will be subject 10 the requirements of Rules 15¢-9015g-9 under the Securities Exch
of 1934 (the "Penny Stock Rules”). The Penny Stock Rules require a broker-dealer to «
standardized risk disclosure document prepared by the SEC that provides information about peni
and the nature and level of risks in the penny stock market. The broker-dealer must also give bid
quotations and broker and salesperson compensation information to the prospective investor ori
writing before or with the confinnation of the transaction. In addition, the Penny Stock Rules
broker-dealer to make a special written determination that the penny stock is a suitable investme:
purchaser and receive the purchaser's written agreement to the transaction before a transaction ir
stock. These requirements may severely limit the liquidity of securities in the secondary marke
few broker-deslers muy be likely to undertake these compliance activities. Therefore, unless an e
1s available from the Penny Stock Rules, the disclosure requirements under the Penny Stock R
have the effect of reducing trading activity in the Company's common stock, which may mak
difficult for investors to sell.

The Board of Directors may designate and authorize issuance of preferred shares which co
rights, prefercnces or privileges in prierity te our commen stock holders, and which may
difute commen stock holders, The authorized capital of the Company includes 25,000,000

"blank check™ Preferred Stock, of which no shares have been issued. The Board of Director:
authority to issue shares of Preferred Stock and to determine the price, designation, rights, pre
privileges, restrictions and conditions, including voting and dividend rights, of these shares of
Stock without any further vote or action by the stockholders. The rights of the holders of Comm
will be subject to, and may be adversely affected by, the rights of holders of any Preferred Stock
be issued in the future. The issuance of Preferred Stock, while providing desirable flexibilits in o
with possible acguisitions and other corporate purposes, could make it more difficult for « thirc
acquire a majority of the outstanding voting stock of the Company. At this time, the Ccmpan
present plans to issue any additional Preferred Stock.

The Company has never paid any cash dividends on its common stock and may not |
dividends in the future. Instead, the Company intends to apply earnings, if any, to the €
development and growth of our business. Thus, the liquidity of your investment is dependent u
ability to sell stock at an acceptable price. The price may go down as well as up and may limit ve
to realize any value from your investment, including the initial purchase price.
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