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SECURITY AGREEMENT-TRUST DEED

RE:

Southern Pacific Transportation Company
(S.P. Trust No. 1)

" THIS SECURITY AGREEMENT-TRUST DEED (the "Security
Agreement") dated as of August 25 , 1972 from TRUST COMPANY
F@R USL, INC., as Trustee under a Trust Agreement dated as of
June 1, 1972 (the "Debtor"), whose post office address is P, O.
Bgx 66011, Oak Brook, Illinois 60521, to WELLS FARGO BANK, N. A.,
) Trustee (the "Secured Party"), having its corporate trust office at
> Sansome Street, San Francisco, California 94111, '

A. The Debtor and State Board of Administration of

Florida, Aid Association for Lutherans, Country Life Insurance

Cgmpany, Mutual Trust Life Insurance Company and Jefferson

Sfandard Life Insurance Company have entered into separate Loan

Agreements each dated as of June 1, 1972 providing for the

coqmitment of said institutions to make loans to the Debtor on

oy before September 29, 1972, to be evidenced by $il the T7-3/U%
cured Notes, Series A (the "Series A Notes"), of the Debtor

jt exceeding $1,880 500 in aggregate principal amount, expressed

tq bear interest at the rate of 7-3/4% per annum prior to maturity

and to mature in 36 semiannual installments, to include both prin-

cipal and interest, with a final installment payable not later

then September 29, 1990, and to be otherwise substantially in

the form attached as Exhibit 1 to the said Loan Agreements, and

(‘1% the 7-3/4% Secured Notes, Series B (the "Series B Notes"), .

of] the Debtor not exceeding $ 7,549,500 'in aggregate principal

|

|

ount, expressed to bear interest at the rate of 7-3/4% per
annum prior to maturity and to mature in 40 semiannual install~
ments, to include both principal and interest, with the final '
ingstallment payable not later than September 29, 1992, and to

be otherwise substantially in the form attached as Exhibit 2 to
the said Loan Agreements. ' ’ '

\ B. The above named institutional lenders are herein- _ |
afiter referred to as the "Lenders" and the above described separate |
L’ Agreements between the Debtor and the Lenders are hereinafter




referred to as the "Loan Agreements" and the Series A Notes and
the Series B Notes are hereinafter referred to as the "Notes".

C. The Notes and all principal thereof and interest
thereon and all additional amounts and other sums at any time due
fnd owing from or required to be paid by the Debtor under the terms
of the Notes, this Security Agreement or the Loan Agreements are

lereinafter sometimes referred to as "indebtedness hereby secured”.

D. All of the requirements of law have been fully com-
lied with; all other acts and things necessary to make this
jecurity Agreement a valid, binding and legal instrument for the
Jecurity of the Notes have been done and performed.

{ECTION 1. GRANT OF SECURITY.

The Debtor in consideration of the premises and of the
m of Ten Dollars received by the Debtor from the Secured Party

ereby acknowledged, and in order to secure the payment of the
incipal of and interest on the Notes according to their tenor

d effect, and to secure the payment of all other indebtedness
Ipreby secured and the performance and observance of all covenants

d conditions in the Notes and in this Security Agreement and in

he Loan Agreements contained, does hereby convey, warrant, mortgage,
esign, pledge and grant the Secured Party, its successors in trust
nd assigns, a security interest in, all and singular of the Debtor's
right, title and interest in and to the properties, rights, in-
terests and privileges described in Sections 1.1 and 1.2 hereof

(ﬁll of which properties hereby mortgaged, assigned and pledged

or intended so to be are hereinafter collectively referred to as

he "Collateral"), excepting and reserving to the Debtor, however,

he rights of the Lessor under the Lease to proceed under Section
l|.2(a) of the Lease to recover damages for the breach of any
cgvenant, representation or warranty of the Lessee under Section 22
of the Lease, and in the event of a termination of the Lease pursuant
p Section 1&.2(b) thereof, to sue for and recover damages payable
der Section 14.2(c) of the Lease. '

Section 1.1. Equipment Collateral. Collateral includes
tHe equipment described Tn Schedules 1-A and 2-A attached hereto
‘id made a part hereof (hereinafter referred to collectively as
the "Equipment" and individually as "Item of Equipment") con-
;1tut1ng Equipment leased and delivered under that certain Equip-
ment Lease dated as of June 1, 1972 (the "Lease") between the
gbtor, as Lessor, and Southern Pacific Transportation Company, a
Delaware corporation, as Lessee (the "Lessee"); together with all
accessories, equipment, parts and appurtenances appertaining or
ap ached to any of the Equipment hereinabove described, whether
now owned or hereafter acquired, and all substitutions, renewals
replacements of and additions, improvements, accessions and
acpumulations to any and all of said Equipment, together with all

rents, issues, income, profits and avails therefrom.

\




Section 1.2. Rental Collateral. Collateral also in-
tludes the Lease and all rents and other sums due and to become
lue thereunder, including any and all extensions or renewals
Fhereof insofar as the same cover or relate to the Equipment;

Lt being the intent and purpose thereof that the assignment and
ransfer to the Secured Party of said rents and other sums due

and to become due under the Lease shall be effective and opera-
tive immediately and shall continue in full force and effect and
the Secured Party shall have the right to collect and receive said
rents and other sums for application in accordance with the pro-
isions of Section 4 hereof at all times during the period from
and after the date of this Security Agreement until the indebted-
\ess hereby secured has been fully paid and discharged.

o)
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Section 1.3. Limitations to Security Interest. The
ecurity interest granted by this Section 1 is subject to (a)
the right, title and interest of the Lessee under the Lease, and
) the lien of current taxes and assessments not in default (but
only if such taxes are entitled to priority as a matter of law),
',dig delinquent, the validity of which is being contested in
gpod faith. : '

Section 1.4, Duration of Security Interest. The Secured
brty, its successors in trust and assigns shall have and hold

e Collateral forever; provided, always, however, that such
ecurity interest is granted upon the express condition that if
he Debtor shall pay or cause to be paid all the indsbtedness
¢reby secured and shall observe, keep and perform all the terms
:fd conditions, covenants and agreements herein and in the Loan
Agreements and the Notes contained, then these presents and the
egtate hereby granted and conveyed shall cease and this Security
Agreement shall become null and void; otherwise to remain in full
rce and effect. :

CTION 2. COVENANTS AND WARRANTIES OF THE TRUST.

The Debtor covenants, warrants and agrees as follows:

Section 2 1, Debtor's Duties. The Debtor covenants and
agrees well and truly to perfbrm, ablde by and to be governed and
re tricted by each and all of the terms, provisions, restrictions,
coyvenants and agreements set forth in the Loan Agreements, and in
eq:h and every supplement thereto or amendment thereof which may
aq any time or from time to time be executed and delivered by the
parties thereto or their successor and assigns, to thz same extent
as| though each and all of said terms, provisions, restrictions,
coyenants and agreements were fully set out herein and as though
any amendment or supplement to the Loan Agreements were fully set
out in an amendment or supplement to this Security Agreement.

-3-
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Section 2.2. Warranty of Title. The Debtor has the right,
power and authority under the Trust Agreement to grant a security
interest in the Collateral to the Secured Party for the uses and
purposes herein set forth; and the Debtor will warrant and defend
phe title to the Collateral against all claims and demands of
persons claiming by, through or under the Debtor (excepting only

the right, title and interest of the Lessee under the Lease and of
persons claiming by, through or under the Lessee).

Section 2.3. Further Assurances. The Debtor will, at its

further acts, deeds, conveyances, transfers and assurances neces-
dary or proper for the perfection of the security interest being
lerein provided for in the Collateral, whether now owned or here-

dfter acquired. Without limiting the foregoing but in furtherance
df the security interest herein granted in the rents and other

ums due and to become due under the Lease, the Debtor covenants and
agrees that it will notify the Lessee of such assignment pursuant to
ection 16 of the Lease and direct the Lessee to make all payments
i such rents and other sums due and to become due under the Lease

rectly to the Secured Party or as the Secured Party may direct.

Section 2.4, After-acquired Property. Any and all
operty described or referred to in the granting clauses hereof
ich is hereafter acquired shall ipso facto, and without any
ther conveyance, assignment or act on the part of the Debtor
the Secured Party, become and be subject to the security in-
erest herein granted as fully and completely as though specifi-
ally described herein, but nothing in this Section 2.4 contained
all be deemed to modify or change the obligation o the Debtor
nder Section 2,3 hereof.

guse this Security Agreement and all supplements hereto, the
Lgase and all supplements thereto, and all financing and continu-
alion statements and similar notices required by applicable law,
ay all times to be kept, recorded and filed at its own expense in
such manner and in such places as may be required by law in order
fqlly to preserve and protect the rights of the Secured Party
hegreunder, and will at its own expense furnish to the Secured
Party promptly after the execution and delivery of this Security
Agreement and of each supplemental Security Agreement an opinion
oq counsel stating that in the opinion of such counsel this
Sepurity Agreement or such supplement, as the case may be, has
been properly recorded or filed for record so as to make effective
of|| record the security interest intended to be created hereby.

j Section 2.5. Recordation and Filing. The Debtor will

Section 2.6. Modifications of the Lease. ‘The Debtor

will not:

\ 4
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(a) declare a default or exercise the remedies
of the Lessor under, or terminate, modify or accept a
surrender of, or offer or agree to any termination, modi-
fication, surrender or termination of, the Lease (except
as otherwise expressly provided herein) or by affirmative
act consent to the creation or existence of any security
interest or other lien to secure the payment of indebtedness
upon the leasehold estate created by the Lease or any part
thereof; or

(b) receive or collect or permit the receipt o
collection of any rental payment under the Lease prior to
the date for payment thereof provided for by the Lease or
assign, transfer or hypothecate (other than to the Secured
Party hereunder) any rent payment then due or to accrue
in the future under the Lease in respect of the Equipment;
or

(cz sell, mortgage, transfer, assign or hypothe-
cate (other than to the Secured Party hereunder) its interest
in the Equipment or any part thereof or in any amount to

be :eceived by it from the use or disposition of the Equip-
me n e :

Section 2.7. Power of Attorney in Respect of the Lease.
Dﬁbtor does hereby irrevocably constitute and appolini; the secured
rty, its true and lawful attorney with full power of substitution,
r it and in its name, place and stead, to ask, demand, collect,
ceive, receipt for, sue for, compound and give acquittance for
ny and all rents, income and other sums which are assigned under
Sgction 1.1 and Section 1.2 hereof with full power to settle, ad-~

Jyst or compromise any claim thereunder as fully as the Debtor
cguld itself do, and to endorse the name of the Debtor on all
jmmercial paper given in payment or in part payment thereof, and
ifg its discretion to file any claim or take any other action or
proceedings, elther in its own name or in the name of the Debtor
or] otherwise, which the Secured Party may deem necessary or ap-
prjopriate to protect and preserve the right, title and interest

of] the Secured Party in and to such rents and other sums and the

urity intended to be afforded hereby.

§E3TION 3. POSSESSION, USE AND RELEASE OF PROPERTY.

Section 3.1. Possession of Collateral. While the Debtor
not in default hereunder 1t shall be suffered and permitted to
repain in full possession, enjoyment and control of the Equipment
to manage, operate and use the same and each part thereof with
th rights and franchises appertaining thereto, provided, always,

5
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Chat the possession, enjJoyment, control and use of the Equipment
shall at all times be subjJect to the observance and performance

of the terms of this Security Agreement. It is expressly understood
that the use and possession of the Equipment by the Lessee under

d subject to the Lease shall not constitute a violation of this
ection 3.1.

Section 3.2. Release of Property. So long as no default
eferred to in Section 14 of the Lease has occurred and is con-
inuing to the knowledge of the Secured Party, the Secured Party
hall execute a release in respect of any Item of Equipment desig-
ated by the Lessee for settlement pursuant to Sectilon 11 of the
lease upon receipt from the Lessee of written notice designating

he Item of Equipment in respect of which the Leasc will terminate
nd the recelpt from the Lessee of the Casualty Value payment for
uch Item of Equipment in compliance with Section 11 of the Lease.

Section 3.3. Release of Equipwment - Consent of Noteholders.
n addition to the sale, exchange or release pursuant to the fore-
oing Section 3.2, the Secured Party may sell or otherwise dispose

f any Equipment then subject to the lien of thils Security Agreement,
nd the Secured Party shall release the same from the lien hereof

o the extent and on the terms and upon compliance with the con-
itions provided for in any written consent given thereto at any

ime or from time to time by the holder or holders cf the indebted-
pss hereby secured,

5 ot Qo ®_O (Rt

Section 3.4. Protection of Purchaser. No purchaser in
bod failth of property purporting to be released hereunder shall

e bound to ascertaln the authority of the Secured Party to execute
he release, or to inquire as to any facts required by the
rovisions hereof for the exercise of such authority; nor shall

iy purchaser, in good falth, of any item or unit of the mortgaged
roperty be under obligation to ascertalin or inqulre into the
bnditions upon which any such sale is hereby authorized,

Tt TR

oo R

BECTION 4, APPLICATION OF ASSIGNED RENTALS AND CERTAIN OTHER
MONEYS RECEIVED BY THE SECURED PARTY.

7]

Section 4.1. Application of Rents. As more fully set

fqrth 1n Section 1.2 hereof the Debtor has hereby granted to the
Sﬁcured Party a security interest in rents, issues, profits, lncome
arld other sums due and to become due under the Lease in respect

o; the Equipment as security for the Notes. So long as no event of
dgfault as defined in Sectlon 5 hereof has occurred and 1s continuing:

-6~




(a) The amounts from time to time received by
the Secured Party which constitute payment of the install-
ments of Periodic Rent under the Lease shall be applied
first, to the payment of the installments of principal
and interest (and in each case first to interest and then
to principal) on the Notes which have matured or will
mature on or before the due date of the installments of
Periodic Remt which are received by the Secured Party,
and then the balance, if any, of such amounts shall be
paid to or upon the order of the Debtor within 30 days
of the receipt thereof; and

(b) The amounts from time to time received by
the Secured Party which constitute settlement by the Lessee
of the "Casualty Value" for any "locomotive" (as defined in
Section 1.1 of the Lease) pursuant to Section 11 of the
Lease shall be paid and applied on the Series A Notes, all
to such manner and in such amounts so that after giving
effect to such application and the release of such loco-
motive from the Lease and the lien of this Security Agree-
ment:

(1) The aggregate principal amount remaining unpaid
on the Series A Notes does not exceed the "Present
Value of Rents for Locomotives'" as hereinafter
defined in respect of all other locomotives
which then remain subject to the Lease and the

security interest of this Security Agreement;
and

(11) Eaeh of the remaining installments of the Series
A Notes shall be reduced in the proportion that
the principal amount of the prepayment bears to
the unpaid prineipal amount of the Series A Notes
immediately prior to the prepayment.

Any amounts in excess of the "Present Value of Rents for
Locomotives" as hereinafter defined in respect of any loco-
motive for which settlement is made by the Lessee pursuant
to Section 11 of the Lease shall be released to or upon

the order of the Debtor, within 30 days from the receipt
thereof by the Secured Party.

(¢) The amounts from time to time received by
the Secured Party which constitute settlement by the Lessee
of the "Casualty Value" for any "car" (as defined in Section
1.1 of the Lease) pursuant to Section 11 of the l.ease shall
be paid and applied on the Series B Notes, all te such manner

=T~




and in such amounts so that after giving effect to such
application and the release of such car from the Lease
and the lien of this Security Agreement:

(1) The aggregate principal amount remaining un-
paid on the Series B Notes does not exceed the
'"Present Value of Rents for Cars" as herein-
after defined in respect of all other cars
which then remain subject to the Lease¢ and
the security interest of this Security Agree-
ment; and

(11) Each of the remaining installments of the Series
B Notes shall be reduced in the proportion that
the principal amount of the prepayment®. bears to
the unpaid principal amount of the Series B
Notes immediately prior to the prepayment.

Any amounts in excess of the "Present Value of Rents for
Cars" as hereinafter defined in respect of any car for which
settlement is made by the Lessee pursuant to Section 11 of
the Lease shall be released to or upon the order of the
Debtor, within 30 days from the receipt thereof by the
Secured Party. '

Section 4.2, Multiple Notes. If more than one Note is
optstanding at the time any application is made pursuant to Section
% 1(a), the application shall be made on all outstanding Notes
ratably in accordance with the principal amount remalning unpaid
thereon and on the installments of each Note, respectively, in the
ner provided for by Section 4.1(a).

If more than one Series A Note is outstanding at the
ime any application is made pursuant to Section 4.1(b), the
pplication shall be made on all outstanding Series A Notes ratably
N accordance with the principal amount remaining unpaid thereon
nd on the installments of each Series A Note, respectively, in
ne manner provided for by Section 4.1(b). If more than one
eries B Note is outstanding at the time any application is made
rsuant to Section 4.1(c), the application shall be made on all
tstanding Series B Notes ratably in accordance with the princi-
Ppl amount remaining unpaid thereon and on the installments of
epch Series B Note, respectively, in the manner provided for by

Spetion 4.1(c).,

o' et ek H

‘Section 4,3. Present Value of Rents for Locomotives.
The term "Present Value of Rents for Locomotives" for any locomo-
tive shall mean as of any date an amount equal to the aggregate

-8-




Periodic Rent in respect of such locomotive (after deducting from
je 17th through the 36th installments thereof an amount equal to
3642U2% of the total cost of such locomotive) reserved for the
ance of the term originally provided for in the Lease and re-
ning unpaid as of the close of business on such date, discounted
the basis of a 7-3/44% per annum interest factor computed semi-
ually to the respective dates on which the Periodic Rent is

able for such locomotive, with all such discounts to be com-

ed on the basis of a 360-day year of 12 30-day months.

Section 4.4, pPresent Value of Rents for Cars. The tem
Hresent Value of Rents for Cars" for any car shall mean as of any
date an amount equal to the aggregate Periodic Rent in respect of
sych car (after deducting from the 17th through the 40th install-
megnts thereof an amount equal to 1.926239% of the total cost of
sych car) reserved for the balance of the term originally provided
fgr in the Lease and remaining unpaid as of the close of business

1 such date, discounted on the basis of a 7-3/4% per annum interest
fgctor computed semiannually to the respective dates on which the
Pgriodic Rent is payable for such car, with all such discounts to

bd computed on the basis of a 360-day year of 12 30-day months.

| Section 4.5. Default. If an event of default referred
tq in Section 5 hereof has occurred and is continuing, all amounts
rjceived by the Secured Party pursuant to Section 1.2 hereof shall
bg applied in the manner provided for in Section 5 in respect of
proceeds and avails of the Collateral.

|
§3CTION 2+ DEFAULTS AND OTHER PROVISIONS.

’ Section 5.1. Events of Default. The term "event of
ddfault" for all purposes of this Security Agreement shall mean
orje or more of the following: ‘

(a) Default in payment of an installment of
the principal of, or interest on, any Note when and as
the same shall become due and payable, whether &t the
due date thereof or at the date fixed for prepayment
or by acceleration or otherwise, and any such default -
shall continue unremedied for ten calendar days; or

(b) An event of default as set forth in Section
14 of the Lease; or

(¢) Default on the part of the Debtor or United

States Leasing International, Inc., Ag=nt for the Debtor,
in the due observance or performance of any covenant or

.9 -




agreement to be observed or performed by either the
Debtor or said Agent under this Security Agreement or
any Loan Agreement, and such default shall continue
unremedied for 30 calendar days; or

(d) Any representation or warranty made herein
or any Loan Agreement or in any report, certificate,
financial or other statement furnished in connection
‘with this Security Agreement, the Lease or any l.oan
Agreement, or the transactions contemplated therein
shall prove to be false or misleading in any material
respect; or

(e) Any claim, lien or charge (other than the Lease
and liens, charges and encumbrances which the Lessee is obli-~
gated to discharge under Section 9 of the Lease) shall be
asserted against or levied or imposed upon the Equipment
which is prior to or on a parity with the security interest
granted hereunder, and such claim, lien or charge shall
not be discharged or removed within 30 calendar days after
written notice from the Secured Party or the holder of any
Note to the Debtor and the Lessee demanding the discharge
or removal thereof. :

.J : Section 5.2. Secured Party's Riggts. The Debtor agrees
that when any "event of defau as defline n Section 5.1 has
ogcurred and is continuing, but subject always to Section 6 hereof,
je Secured Party shall have the rights, options, duties and
gmedies of a secured party, and the Debtor shall have the rights
and duties of a debtor, under the Uniform Commercial Code (re-

ggrdless of whether such Code or a law similar thereto has been
enacted in a jurisdiction wherein the rights or remedies are
agserted) and without limiting the foregoing, the Secured Party
may exercise any one or more or all, and in any order, of the
remedies hereinafter set forth, it being expressly understood
that no remedy herein conferred is intended to be exelusive of

y other remedy or remedies; but each and every remedy shall be
3 ulative and shall be in addition to every other remedy given
h rgig or now or hereafter existing at law or in equity or by
,atute.

[
|
1
)
|

(a) The Secured Party may, and upon the written
request of the holders of 25% of the principal amount of
the Notes then outstanding shall, by notice in writing to
the Debtor declare the entire unpaid balance of the Notes
to be immediately due and payable; and thereupon all such
unpaid balance, together with all accrued interest thereon,
shall be and become immediately due and payable.

~10-




(b) Subject always to the then existing rights,
if any, of the Lessee under the Lease, the Secured Party
personally or by agents or attorneys, shall have the right
(subject to compliance with any applicable mandatory legal
requirements) to take immediate possession of the Collateral,
or any portion thereof, and for that purpose may pursue the
same wherever it may be found, and may enter any of the
premises of the Debtor, with or without notice, demand,
process of law or legal procedure, and search for, take
possession of, remove, keep and store the same, or use
and operate or lease the same until sold;

_ (c% Subject always to the then existing rights,
if any, of the Lessee under the lLease, the Secured Party
may, if at the time such action may be lawful and always
subject to compliance with any mandatory legal requirements,
either with or without taking possession and either before
or after taking possession, and without instituting any
legal proceedings whatsoever, and having first given notice
of such sale by registered mail to the Debtor once at least
ten days prior to the date of such sale, and any other notice
which may be required by law, sell and dispose of said Col-
lateral, or any part thereof, at public auction to the
highest bidder, in one lot as an entirety or in separate
lots, and either for cash or on credit and on such terms as
the Secured Party may determine, and at any place (whether
or not it be the location of the Collateral or any part
thereof) designated in the notice above referred to. Any
such sale or sales may be adjourned from time to time by
announcement at the time and place appointed for such sale
or sales, or for any such adjourned sale or sales, without
further published notice, and the Secured Party or the holder
or holders of the Notes, or of any interest therein, may bid
and become the purchaser at any such sale;

(d) The Secured Party may proceed to protect and
enforce this Security Agreement and said Notes by suit or
suits or proceedings in equity, at law or in bankruptey, and
whether for the specific performance of any covenant or agree-
ment herein contained or in execution or aid of any power
herein granted; or for foreclosure hereunder, cr for the
appointment of a receiver or receivers for the mortgaged
property or any part thereof, or subject to the provisions
of Section 6 hereof, for the recovery of judgment for the
indebtedness hereby secured or for the enforcement of any
other proper, legal or equitable remedy available under
applicable law; '

-11-




(e) Subject always to the then existing rights,
i1f any, of the Lessee under the Lease, the Secured Party
may proceed to exercise all rights, privileges and remedies
of the Lessor under the lLease, and may exercise all such
| rights and remedies either in the name of the Secured Party
or in the name of the Debtor for the use and benefit of
the Secured Party.

Section 5.3. Acceleration Clause. In case of any sale
of||the ColTateral, or of any part thereol, pursuant to any judgment
or|ldecree of any court or otherwise in connection with the enforce-
ment of any of the terms of this Security Agreement, the principal
the Notes, if not previously due, and the interest accrued
g¢reon, shall at once become and be immediately due and payable;

the purpose of making settlement for or payment of the purchase
jce, shall be entitled to turn in and use the Notes and any
:ims for interest matured and unpaid thereon, in order that there

out of the net proceeds of such sale after allowing for the pro-
tion of the total purchase price required to be paid in actual

Section 5.4. Waiver by Debtor. The Debtor covenants

at 1t wiTl not at any Time Insist upon or plead, or in any manner
atever claim or take any benefit or advantage of, any stay or
extension law now or at any time hereafter in force, nor claim,

gke, nor insist upon any benefit or advantage of or from any law
gw or hereafter in force providing for the valuation or appraise-
nt of the Collateral or any part thereof, prior to any sale or
dles thereof to be made pursuant to any provision herein contained,
to the decree, judgment or order of any court of competent juris-
diction; nor, after such sale or sales, claim or exercise any right
der any statute now or hereafter made or enacted by any state or
therwise to redeem the property so sold or any part thereof, and
hﬁreby expressly waives for 1tself and on behalf of each and every
¢rson, except decree or judgment creditors of the Debtor acquiring
any interest in or title to the Collateral or any part thereof sub-

voke or utilize any such law or laws or otherwise hinder, delay
impede the execution of any power herein granted and delegated
the Secured Party, but will suffer and permit the execution of

:de or enacted.
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Section 5.5. Effect of Sale. Any sale, whether under

ny power of sale hereby glven or by virtue of judicial proceedings,

all operate to divest all right, title, interest, claim and

mand whatsoever, either at law or in equity, of the Debtor in and
p the property sold shall be a perpetual bar, both at law and in
jJuity, against the Debtor, its successors and assigns, and against
ly and all persons claiming the property sold or any part thereof
der, by or through the Debtor, its successors or assigns (subject,

hqwever, to the then existing rights, if any, of the Lessee under

th

e Lease).

Section 5.6. Agglication of Sale Proceeds. The purchase

:%ney proceeds and/or avalls of any sale of the Collateral, or any
p

Art thereof, and the proceeds and the avails of any remedy here-
lder shall be paid to and applied as follows:

(2a) To the payment of costs and expenses of
foreclosure or suit, if any, and of such sale, and of all
proper expenses, liability and advances, including legal
expenses and attorneys' fees, incurred or made hereunder
by the Secured Party, or the holder or holders of the
Notes and of all taxes, assessments or liens superior
to the lien of these presents, except any taxes, assess-
ments or other superior lien subject to which said sale
may have been made.

(b) To the payment of the holder or holders
of the Notes of the amount then owing or unpaid on the
Notes for principal and interest;

(c) To the payment of the surplus, if any,
to the Debtor, its successors and assigns, or to whomso-
ever may be lawfully entitled to receive the same.

Section 5.7. Discontinuance of Remedies. In case the

Sepured Party shall have proceeded to enforce any right under this

Segurity Agreement by foreclosure, sale, entry or otherwise, and

sugh proceedings shall have been discontinued or abandoned for any
reason or shall have been determined adversely, then and in every

sugh case the Debtor, the Secured Party and the holders of the

Notes shall be restored to their former positions and rights hereunder

w

ith respect to the property subject to the security interest

crgated under this Security Agreement.




Section 5.8. Cumulative Remedies. No delay or omissiol
'of the Secured party or of the holder of any Note to exercise any
right or power arising from any default on the part of the Debtor,
shall exhaust or impair any such right or power or prevent its
exercise during the continuance of such default. No waiver by the
‘$ecured Party, or the holder of any Note of any such default,
yhether such waiver be full or partial, shall extend to or be taken
to affect any subsequent default, or to impair the rights resulting
fherefrom except as may be otherwise provided herein. No remedy
lereunder is intended to be exclusive of any other remedy but each
gnd every remedy shall be cumulative and in addition to any and
gvery other remedy given hereunder or otherwise existing; nor shall
Yhe giving, taking or enforcement of any other or additional se-
dqurity, collateral or guaranty for the payment of the indebtedness
Secured under this Security Agreement operate to prejudice, waive
dr affect the security of this Security Agreement or any rights,
Jqowers or remedies hereunder, nor shall the Secured Party or holder
gf any of the Notes be required to first look to, enforce or ex-

aust such other or additional security, collateral or guaranties.

Section 5.9. Waivers, Consents and Amendments to Security
greement and Notes. Compliance with any term, covenant, agree-
~ment or condition of this Security Agreement may be waived (either
nerally or in a particular instance and either retroactively or
ospectively), if the Secured Party shall have obtailned the con-
sent in writing of the holders of not less than 66-2/3% in aggre-
gpte principal amount of outstanding Notes; provided, however, that
qrthout the written consent of the holders of all of the Notes then
optstanding no such waiver, modification, alteration or amendment
hall be effective against the holder of any Note without his con-
¢nt to change the obligation of the Debtor in respect of the

mount or time of payment of the principal or interest on any Note
hen outstanding as set forth therein, or to reduce the percentage
b principal amount of the Notes required to approve any such
atendment, or to subordinate the Notes or the lien and security
jterest created by this Security Agreement in favor of other
creditors of the Debtor, and no such waiver shall be effective
against the Secured Party without its consent to modify its rights
and duties hereunder., This Security Agreement and the Notes may
also be amended from time to time by agreements expressly amending
tHe same, which agreements, when duly executed by the Debtor may

bg executed by the Secured Party:

- (a) to the extent permitted hereby and not
inconsistent herewith, to subject other property to the
lien and security interest hereof, to add further cove-
nants and conditions to be observed by the Debtor for the
further security of the holders of the Notes, to conform

-14-~




to the requirements of the Trust Indenture Act of 1939
and regulations thereunder as the same may from time to
time be amended, or to cure any ambiguity or to correct
any defective or inconsistent provisions herein or in any
such amendment contained, but in each case only after 15
days prior written notice has been sent to the holders of
all of the Notes; and

(b) upon receipt of the written consent of the
holders of not less than 66-2/3% in aggregate principal
amount of the Notes then outstanding, to make any other
changes in the provisions of this Security Agreement and/
or the Notes, but no such amendment shall be effective
against the holder of any Note without his consent to
change the obligation of the Debtor in respect of the
amount or time of payment of the principal or interest
on any Note then outstanding as set forth therein, or to
reduce the percentage in principal amount of the Notes
required to approve any such amendment, or to subordinate
the Notes or the lien and security interest hereof in
favor of other creditors of the Debtor, and no such amend-
ment shall be effective against the Secured Party without
its consent to modify its rights and duties hereunder.

SECTION 6. SUCCESSOR TRUSTEES AND OTHER PROVISIONS.

' Section 6.1. The Secured Party shall not be answerable
flor the default or misconduct of any agent or attorney appointed
in pursuance hereof if such agent or attorney shall have been
elected with reasonable care, or for anything whatsoever in con-
lection with this Security Agreement or the Notes or the proceeds
Hhereof except for its own wilful misconduct or negligence, nor
3hall the Secured Party be under any obligation to take any action
fioward the execution or enforcement of the trusts hereby created
ich in its opinion shall be likely to involve expense or lia-
lity, unless as often as required the holder or holders of the
otes shall furnish indemnity satisfactory to the Secured Party
ainst such expense or liability.

Section 6.2. The Secured Party shall be entitled to
‘easonable compensation for all services rendered in and about the

, nistration of the trusts herein provided for and in and about
preclosure, enforcement or other protection of this Security Agree-
nt or the lien hereof, and the Debtor agrees to pay such compen-
tion and to indemnify the Secured Party against any liability or
mages incurred or sustained by it under this Security Agreement.
Without limiting the foregoing, the Secured Party shall have a
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lien for such compensation and indemnity as well as for all out-
|pf-pocket expenses and counsel fees and court costs incurred by
the Secured Party in any foreclosure, enforcement or other pro-
tection of this Security Agreement or the lien hereof, on the

'Collateral and the trust estate prior to the lien for the benefit
pPf the Notes.

Section 6.3. The Secured Party shall not be responsible
for any recitals herein or in the Loan Agreements or for insuring
the Collateral, or for the recording, filing or refiling of this
Becurity Agreement, or of any supplemental or further mortgage or
trust deed, nor shall the Secured Party be bound to ascertain or
inquire as to the performance or observance of any covenants,
ponditions or agreements on the part of the Debtor conteined
nerein or in the Loan Agreements, and the Secured Party shall be
leemed to have knowledge of any default on the part of the Debtor
Ln the performance or observance of any such covenants, condi-
ions or agreements only upon receipt of written notice thereof
|from the Debtor or one of the holders of the Notes; provided,
nowever, that upon receipt by the Secured Party of such written
notice from the Debtor or one of the holders of the Notes, the
Becured Party shall promptly notify all holders of Notes of such
hotice and the default referred to therein.

Section 6.4. Subject to the provisions of Section 6.1
hereof, the Secured Party shall not be liable for any action taken
r omitted to be taken in good faith and believed by it to be
¥ithin the discretion or power conferred upon the Secured Party
By this Security Agreement, or be responsible for the consequences

f any oversight or error of judgment, and the Secured Party shall
e protected in acting upon any notice, consent, certificate or
¢ther instrument believed by it to be genuine and correct and to
ave been signed by the proper person or persons and in conformity
With the provisions of this Agreement.

, Section 6.5. Notwithstanding anything elsewhere in this
Jecurity Agreement contained, the Secured Party shall have the
right, but shall not be required, to demand in respect of with-
rawal of any cash, the release of any property, the subjection

f any after acquired property to the lien of this Seeurity Agree-
ment, or any other action whatsoever within the purview hereof,
Any showings, certificates, opinions, appraisals or other informa-
ion by the Secured Party deemed necessary or appropriate in
3ddition to the matters by the terms hereof required as a condi-
Hion precedent to such action.

=16~




_

Section 6.6. All moneys received by the Secured Party
all, untITl used or applied as herein provided, be held in trust
lor the purposes for which they were received, but need not be
gregated in any manner from any other moneys, except to the extent
tequired by law, and may be deposited by the Secured Party under
ch general conditions as may be prescribed by law in the Secured
rty's general banking department, and the Secured Party shall be
der no liability for interest on any moneys received by it here-
der. The Secured Party and any affiliated corporation may become
e owner of any Note secured hereby, or the Secured Party may act

depositary or a custodian in respect to other securities of the
btor or any affillated corporation, all with the same rights
ich it would have if not the Secured Party.

Section 6.7. The Secured Party may resign and be discharged
the trusts hereby created by giving notice specifying the date
en such resignation shall take effect to the Debtor and to the
lders of the Notes. Such resignation shall take effect on the
Yy specified in such notice (being not less than 30 days after
the first mailing of such notice) unless previously a successor
trustee shall have been appointed as hereinafter provided, in which
ent such resignation shall take effect immediately upon the
pointment of such successor. ,

The Secured Party may be removed and/or a successor
trustee may be appointed at any time by an instrument. or concurrent
igstruments in writing signed and acknowledged by the holders of
a|majority in principal amount of the Notes and delivered to the
Se¢cured Party and to the Debtor and, in the case of appointment

of a successor trustee, to such successor trustee.

Each trustee appointed in succession of the Secured Party
ngmed in this Security Agreement, or its successor in the trust,
sfall be a trust company or banking corporation having an office

i the City of San Francisco, California, in good standing and
hgving a capital and surplus aggregating at least $10,000,000, if
thlere be such a trust company or banking corporation qualified,
:ble and willing to accept the trust upon reasonable or customary
erms .

Section 6.8. Any company into which the Secured Party,
any successor to it in the trust created by this Security Agreement,
be merged or converted or with which it or any successor to it
be consolidated, or any company resulting from any merger or
nsolidation to which the Secured Party or any successor to it
shall be a party (provided such company shall be a ccrporation
ganized under the laws of the State of California or of the
U?ited States of America, having a capital and surplus of at
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east $10,000,000%, shall be the successor to the Sescured Party
nder this Security Agreement without the execution or filing of
ny paper or any further act on the part of any of the parties
ereto. The Debtor covenants that in case of any such merger,
onsolidation or conversion it will, upon the request of the
erged, consolidated or converted corporation, execute, acknowl-
dge and cause to be recorded or filed suitable instruments in
riting to confirm the estates, rights and interest of such cor-
oration as trustee under this Security Agreement.

Section 6.9. Should any deed, conveyance or instrument
n writing from the Debtor be required by any successor trustee for
pore fully and certainly vesting in and confirming to such new
rustee such estates, rights, powers and duties, then upon request
ny and all such deeds, conveyances and instruments in writing
hall be made, executed, acknowledged and delivered, and shall
e caused to be recorded and/or filed, by the Debtor.

Section 6.10. Any new trustee appointed pursuant to any

f the provisions hereof shall execute, acknowledge and deliver to
he Debtor an instrument accepting such appointment; and thereupon
uch new trustee, without any further act, deed or conveyance,
phall become vested with all the estates, properties, rights,
powers and trusts of its predecessor in the rights hereunder with
like effect as if originally named as Secured Party herein; but
evertheless, upon the written request of the Debtor or of the
uccessor trustee, the trustee ceasing to act shall execute and
eliver an instrument transferring to such successor trustee, upon
he trusts herein expressed, all the estates, properties, rights,
owers and trusts of the trustee so ceasing to act, and shall duly
lssign, transfer and deliver any of the property and moneys held
{ suih trustee to the successor trustee so appointed in its or
1ls place.

L i st ¢ + 7 = S VoV ot
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ECTION 7. LIMITATIONS OF LIABILITY.

Anything in this Agreement, the Loan Agreements, the
otes, any certificate, opinion or document of any rature whatso-
ver to the contrary notwithstanding, neither the Secured Party

or the holder of any Note nor the successors or assigns of any of
aid persons, shall have any claim, remedy or right to proceed (at
aw or in equity) against the Debtor in its individual corporate
apacity or against Chemical Bank, First American National Bank

f Nashville and The Hackley Union National Bank & Trust

ompany (the "Trustors"), or United States Leasing International,
nc. (the "Agent"), or any incorporator or any past, present or
uture subscriber to the capital stock of, or stockholder, officer
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pr director of the Debtor, the Trustors or the Agent (excepting in
''the case of the fraudulent or wilful misconduct of any such party,
‘it being understood that the fraudulent or wilful misconduct of a
‘frustor shall not be imputed to the Debtor or the Agent) for the
payment of any deficiency or any other sum owing on account of the
Lndebtedness evidenced by the Notes or for the payment of any lia-
hility resulting from the breach of any representation, agreement

br warranty of any nature whatsoever, from any source other than
}he Collateral, and the Secured Party by execution of this Agreement
|

and the holders of the Notes by acceptance thereof waive and re-
Jease any personal liability of the Debtor in its individual
!rorporate capacity, the Trustors and the Agent or any incorporator
¢r any past, present or future subscriber to the capital stock of,
or stockholder, officer or director of the Debtor, the Trustors or
lhe Agent (except for the case of the fraudulent or wilful mis-

-.¢onduct of any such party, it being understood that the fraudulent

Debtor or the Agent) for and on account of such indebtedness or
$uch liability, and the Secured Party and the holders of the Notes
agree to look solely to the Collateral for the payment of said
‘indebtedness or the satisfaction of such liability; provided,
powever, nothing herein contained shall limit, restrict or impair

:Pf the Notes upon a default under this Security Agreement; to
bring suit and obtain a judgment against the Debtor on the Notes
(provided that neither the Debtor in its individual corporate
‘gdapacity nor the Trustors nor the Agent or any incorporator or
any past, present or future subscriber to the capitel stock of,
dr stockholder, officer or director of the Debtor, the Trustors
qr the Agent shall have any personal liability on ary such judg-
ment and the satisfaction thereof shall be limited to the Collat-
gral, including any interest therein of the Debtor, the Trustors
and the Agent) or to exercise all rights and remedies provided
jnder this Security Agreement or otherwise realize upon the
Collateral, including the right to proceed against the Lessee

der the Lease,

ECTION 8. MISCELLANEQUS.

Section 8.1. Successors and Assigns. Whenever any of
e parties hereto is referred to such reference shall be deemed
P include the successors and assigns of such party; and all the
pvenants, premises and agreements in this Security Agreement con-
ained by or on behalf of the Debtor or by or on behalf of the
ecured Party, shall bind and inure to the benefit of the re-
pective successors and assigns of such parties whether so ex-
resed or not.
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Section 8.2. partial Invalidity. The unenforceability
pr invalidIfy of any provision or provisions of this Security
;greement shall not render any other provision or provisions here-
in contained unenforceable or invalid, provided that nothing
¢ontained in this Section 8.2 shall be construed to be in deroga-
tion of any rights or immunities of the Debtor in its individual
capacity or the Trustors or the Agent, under Section 7 hereof, or
o amend or modify any limitations or restrictions cf the Secured

arty or the holder of any Note or their respective successors or
ssigns under said Section 7.

Section 8.3. Communications, All communications pro-
ided for herein shall be in writing and shall be deemed to have
een given (unless otherwise required by the specific provisions
hereof in respect of any matter) when delivered personally or

W

hen deposited in the United States mail, reglistered, postage
Prepaid, addressed as follows:

v
b

If to the Debtor: Trust Company for USL, Inc.,
Trustee under S.P. Trust No. 1
P. 0. Box 66011
Oak Brook, Illinois 60521
With a copy to: United States Leasing International,
. Inc. (S.P. Trust No. 1)
P. 0. Box 3985
\ San Francisco, California 94119

If to the Secured

Party: Wells PFargo Bank, N, A.
P. O. Box 44011
San Prancisco, California oul1hy
Attn: Corporate Trust Department

to the Debtor or the Secured Party at such other address as the

ptor or the Secured Party may designate by notice duly given in
actordance with this Section to the other party.

Section 8.4. Release. The Secured Party shall release
s Security Agreement and the security interest granted hereby
proper instrument or instruments upon presentation of satis-

gtory evidence that all indebtedness secured hereby has been
fully paid or discharged.

Section 8.5. Governing Law. This Security Agreement
an% the Notes shall be construed i1n accordance with and governed
the laws of the State of Illinois; provided, however, that the
Sequred Party shall be entitled to all the rights conferred by
any] applicable federal statute, rule or regulation.

| | -20-
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Section 8.6, Counterparts. This Security Agreement
may be executed, acknowledged and delivered in any number of
counterparts, each of such counterparts constituting an original
but all together only one Security Agreement.

Section 8.7. Headings. Any headings or captions pre-
eding the Eexf of the several sections hereof are intended solely
or convenience of reference and shall not constitute a part of

t?%s %greement nor shall they affect its meaning, construction or
effect. '

Section 8.8. Effective Date. This Security Agreement is
lated as of the date desIgnated in the initial paragraph hereof for
convenlience of identification and has been executed by the Debtor
bn the date shown in the acknowledgment attached hereto, but is
delivered by the Debtor to the Secured Party and becomes effective
on the date of purchase of the Notes by the Lenders and the filing
and recording of this Security Agreement with the Secretary of

the Interstate Commerce Commission pursuant to Section 20(c) of

“he Interstate Commerce Act.

IN WITNESS WHEREOF, the Debtor has caused this Security
lgreement to be executed and Wells Fargo Bank, N. A., in evidence
gf its acceptance of the trusts hereby created, has caused this
ecurity Agreement to be executed on its behalf by cne of its Vice
Hresidents and its corporate seal to be hereunto affixed, and said
Jeal and this Security Agreement to be attested by cne of its

‘si%:tant Secretaries, all as of the day and year first above
v r~, en. .

TRUST COMPANY FOR USL, INC., As
Trustee under a Trust Agreement
dated as of June 1, 1972
(S.P. Trust No. 1)

By Mééﬂﬂ%
Its resident

DEBTOR

WELLS FARGO BANK, N. A., as Trustee
as aforesaid

By Y -

1ts Trust orriler
SECURED
PARTY




S*ATE OF CALIFORNIA

| SS
_C[.FTY AND COUNTY OF SAN FRANCISCO

On this nd day of s 1972, before m

. %a éZé!QESQt s ; e
p; rsonally appeare AUSHARDY , to me personally known,
ggo being by me duly sworn, says that he 1s the Wsee President of
f;KUST COMPANY FOR USL; INC., that one of the seals affixed to the

gregoing instrument is the corporate seal of said corporation
that saiq Instrument was signed and sealed on behalf of said ’
cqgrporation by authority of its Board of Directors; and he

agknowledged that the execution of the foregoing inst
: rument
the free act and deed of said corporation. g € ent was

TTE Loz oshry Public

:'” e za‘- (SEAL) ‘ !llllllllllllllllllllllllllllllllllllllllll
S e . E ER WALTER J. MICHAEL
My Commissiqn Exp ires: g s, NOTARY PUBLI(; . CALIFORNIA

[ |

i

CITY AND COUNTY OF SAN FRANCISCO
My fon Explres ber 8, 1976 @
llllllllllllllllllllllllllllllllllullllnlllllllllilllll

STﬂkTE OF CALIFORNIA 3
SS
CITY AND COUNTY OF SAN FRANCISCO )
| On thi %QM
I is day of 1972, before me
sgzsggiélybappeare Tack W e) : to mé personally known,
WEi & by me duly sworn, says a e 18 a fTPrust Officer of

FARGO BANK, N.A., that one of the seals affixed to the :
regoing instrument is the corporate seal of said corporation, that
d instrument was signed and sealed on behalf of said corporation
authority of its Board of Directors; and he acknowledged that

thgq execution of the foregoing instrument was t
of |said corporation. & he free act and deed

——\"m-w%*"\—"‘ﬁ ‘E‘Tf‘a

: N (S—EAL‘) : nmnmmnmnmmmﬁunmnmummn_mg
BN ' OFFICIAL SEAL

WALTER J. MICHAEL

NOTARY PUBLIC - CALIFORNIA
CITY AND COUNTY OF SAN FRANCISCO E

" My-Pommission Expires:

My Explires ber &, 1975
RERSSRABRSRATRRASSRRLARNARERRSRRNREENNESIAARENNNY
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SCHEDULE 1-A

TO_SECURITY AGREEMENT - TRUST DEED

DESCRIPTION OF EQUIPMENT

LOCOMOTIVES

14 1500 H.P., four axle, four motor,
diesel switching locomotive units
manufactured by General Motors
Corporation (Electro-Motive Division)
and bearing Southern Pacific Road
Numbers SP 2654 through SP 2667,
both inclusive.

Southern Pacific Trust No. 1
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SCHEDULE 2-A
TO_SECURITY AGREEMENT - TRUST DEED

DESCRIPTION OF EQUIPMENT
BOXCARS AND GONDOLA CARS

1. U476 70-ton, 50'7" single sheath boxcars
with hydra-cushion underframes manufactured
by Gunderson, Inc., and bearing Southern
Pacific Road Numbers SP 241465 through SP
241940, both inclusive. —

2. 100 100-ton 60' insulated boxcars with
bulkheads and hydra-cushion underframes,
manufactured by Pacific Car & Foundry
Company and bearing Southern Pacific
Road Numbers SP 691800 through SP
691899, both inclusive. ‘

3. 14 100-ton, drop bottom gondola cars,
manufactured by Gunderson, Inc. and
bearing Southern Pacific Road Numbers
SP 341259 through SP 341272, both
inclusive.

’nuthern Pacific Trust No. 1




