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« Commerce Commission _ Xrtom, P

" Constitution and 12th Street, N. fEC 971978'M O)fM
Washington, DC 2042
7 ’ . INTERSTATECCL?J-RCECOM¢HS&OE
Re: Security Agreement - Trust Deed from The Connecticut
Bank and Trust Company, not in its individual capacity
by solely as Trustee, to Continental Illinois National .
Bank and Trust Company of Chicago, not in its individual
- capacity but solely as Securlty Lrustee, dated as of
‘November 20, 1978

Dear Sir: . : -

Pursuant to Part 1116 of the regulations of the Inter-
State Commerce Commissicn, 49 CFR Part 1116, I hereby request
that you record under 49 U.S.C. § 11303 a certain Security
Agreement-Trust Deed (the "Security Agreement") dated as of
November 20, 1978, from The Connecticut Bank and Trust Company,
not in its 1na1deual capacity but solely as Trustee to Continental
Illinois National Bank and Trust Company of Chicago, not in its
individual capac1ty but bolely as Security Trust@e :

[

I am an officer of Continental TllanlS National Bank
and Trust Company of Chicago and have knowledge of the matters
set forth therein.

_ The parties to the 1nstaﬁt transactlon, and their
addresses, are as follows:

LESSOR - DEBTOR

" The Connecticut Bank and Trust Company
One Constitution Plaza

Hartford, Connecticut 06115

Attention: Corporate Trust Department

SECURED PARTY

Continental Illinois National Bank
and Trust Company of Chicago
231 South LaSalle Street
Chicago, Iliinois 60693 'd4 HOLLYY 30
Attention: Corporate Trust Depaltmenq)a T 33
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The equipment assigned by the Security Agreement is
285 covered hopper cars. The A.A.R. mechanical designation of
the equipment is "LO," and the car numbers are ROCK 801000 through
ROCK 801284, bcth inclusive.

Enclosed herewith for filing purpoées are the original

-and 2 executed counterparts of the Security Agreement. The

.0original should be returned to Mr. Donn Beloff of Schiff Hardin
& Waite. '

A $50.00 check, payable to the Interstate Commerce
Commission, also is enclosed to cover the required recordation
fee.

Very truly vours, ¢

CONTINENTAL ILLINOIS NATIONAL
BANK AND TRUST COMPANY OF
CHICAGO, not in its individual
capacity but solely as Security
Trustee

By: /ﬁrw

TRUST OFFICER
(.~ .

Dated: December _ , 1978.



SECURITY AGREEMENT-TRUST DEED

Dated as of November 20, 1978

FROM

THE CONNECTICUT BANK AND TRUST COMPANY, not in its
individual capacity but solely as Trustee

DEBTOR

TO

CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO, not in its
individual capacity but solely as Security Trustee
SECURED PARTY

(285 100-Ton Covered Hopper Cars)

[Filed and recorded with the Interstate Commerce Commission

pursuant to 49 U.S.C. §11303 on December __, 1978 at
.1

Recordation No.
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SECURITY AGREEMENT-TRUST DEED

THIS SECURITY AGREEMENT-TRUST DEED dated as of
November 20, 1978 (the "Security Agreement") from THE CONNECT-
ICUT BANK AND TRUST COMPANY, a Connecticut banking corpora-
tion, not individually but solely as trustee (the "Debtor")
under a Trust Agreement dated as of November 20, 1978 (the
"Trust Agreement"”) with Hillman Manufacturing Company, a
Pennsylvania corporation (the "Trustor"), the Debtor's post
office address being One Constitution Plaza, Hartford, Connect-
icut 06115, Attention: Corporate Trust Department, to CONTI-
NENTAL ILLINOIS NATIONAL BANK AND TRUST COMPANY OF CHICAGO
(the "Secured Party"), whose post office address is 231
South La Salle Street, Chicago, Illinois 60693, Attention:
Corporate Trust Department;

RECITALS:

A. The Debtor aﬁd the Secured Party have entered
into a Participation Agreement dated as of November 20,
1978 (the "Participation Agreement”) with the Trustor, Wil-
liam M. Gibbons, Trustee of the Property of Chicago, Rock
Island and Pacific Railroad Company (the "Lessee") and The
Prudential Insurance Company of America, Bankers Life Insur-
ance Company of Nebraska, American Mutual Life Insurance
Company, and Southern Life & Health Insurance Company (the

"Note Purchasers") providing for the issuance and sale by



the Debtor and the purchase by the Note Purchasers on the
dates provided therein of the Debtor's 11% Notes (the "Notes")
in an aggregate principal amount not to exceed $7,381,500

to finance a portion of the cost of the Equipment (as herein-
after defined). The Notes are to be dated the date of is-
sue, to bear interest from such date at the rate of 11%

per annum prior to maturity, and to be otherwise substan-~
tially in the form attached hereto as Exhibit A. One in-
stallment of interest only on the Notes shall be payable

on May 15, 1979, and thereafter principal of and interest

on the Notes shall be payable in 60 consecutive quarterly
installments in the manner set forth in the Amortization
Schedule attached hereto as Schedule 1.

B. The Notes and all principal thereof and inter-
est (and premium, if any) thereon and all additional amounts
and other sums at any time due and owing from or required
to be paid by the Debtor under the terms of the Notes, this
Security Agreement or the Participation Agreement are here-
inafter sometimes referred to as "indebtedness hereby se-
cured”.

C. All of the requirements of law relating to
the transaction contemplated hereby have been fully complied
with and all other acts and things necessary to make this
Security Agreement a valid, binding and legal instrument

for the security of the Notes have been done and performed.



NOW, THEREFORE, in consideration of the agreements
and the covenants hereinafter contained, the parties hereto

hereby agree as follows:

SECTION 1. GRANT OF SECURITY.

The Debtor in consideration of the premises and
of the sum of Ten Dollars received by the Debtor from the
Secured Party and other good and valuable consideration,
receipt whereof is hereby acknowledged, and in order to
secure the payment of the principal of and interest on the
Notes according to their tenor and effect, and to secure
the payment of all other indebtedness hereby secured and
the performance and observance of all covenants and condi-
tions in the Notes and in this Security Agreement and in
the Participation Agreement contained, does hereby convey,
warrant, mortgage, assign, pledge and grant the Secured
Party, its successors in trust and assigns, a security in-
terest in, all and singular of the Debtor's right, title
and interest in and to the properties, rights, interests
and privileges described in Sections 1.1, 1.2 and 1.3 here-
of, (all of which properties hereby mortgaged, assigned
and pledged or intended so to be are hereinafter collectively
referred to as the "Collateral"), subject always to the
limitations set forth in Section 1.4 hereof and to Excepted

Rights in Collateral (as defined in Section 1.6 hereof).



Nothing in this Section 1 is intended or shall be construed
as conveying, warranting, mortgaging, assigning, pledging
or granting a security interest in any and all payments

due and to become due to the Trustor for its own account
pursuant to Section 9 of the Participation Agreement.

1.1. Equipment Collateral. Collateral includes

the railroad equipment described in Schedule 2 attached
hereto and made a part hereof (collectively the "Equipment"
and individually an "Item" or "Item of Equipment") consti-
tuting the Equipment leased and delivered under that certain
Equipment Lease dated as of November 20, 1978 (the "Lease")
between the Debtor, as lessor, and the Lessee, as lessee;
-together with all accessories, equipment, parts and appur-
tenances appertaining or attached to any of the Equipment
hereinabove described, whether now owned or hereafter ac-
quired, except such thereof as remain the property of the
Lessee under the Lease, and all substitutions, renewals

or replacements of and additions, improvements, accessions
and accumulations to any and all of said Equipment, except
such thereof as remain the property of the Lessee under

the Lease, together with all the rents, issues, income,
profits and avails therefrom.

1.2. Rental Collateral. Collateral also includes

all right, title, interest, claims and demands of the Debtor

as lessor in, to and under the Lease, including all exten-



sions of the term of the Lease, together with all rights,
powers, privileges, options and other benefits of the Debtor
as lessor under the Lease, including, without limitation:
(1) the immediate and continuing right to
receive and collect all rental payments, casualty
value payments, insurance proceeds, condemnation
awards and other payments, tenders and security
(except those sums reserved as Excepted Rights
in Collateral under Section 1.6 hereof) now or
hereafter payable to or receivable by the Lessor
under the Lease pursuant thereto;
(2) the right to make all waivers and agree-
ments and to enter into any amendments relating
to the Lease or any provision thereof except with
regard to the right of the Debtor to receive those
sums reserved as Excepted Rights in Collateral
under Section 1.6 hereof; and
(3) the right to take such action upon the
occurrence of an Event of Default under the Lease
or an event which, with the lapse of time or the
giving of notice, or both, would constitute an
Event of Default under the Lease, including the
commencement, conduct and consummation of legal,
administrative or other proceedings, as shall

be permitted by the Lease or by law, and to do



any and all other things whatsoever which the

Debtor or any lessor is or may be entitled to

do under the Lease;
it being the intent and purpose hereof that subject always
to Excepted Rights in Collateral (as defined in Section
1.6 hereof), the assignment and transfer to the Secured
Party of said rights, powers, privileges, options and other
benefits shall be effective and operative immediately and
shall continue in full force and effect, and the Secured
Party shall have the right to collect and receive all rent-
al, casualty value payments and other sums for application
in accordance with the provisions of Section 4 hereof at
all times during the period from and after the date of this
Security Agreement until the indebtedness hereby secured
has been fully paid and discharged.

1.3. Remarketing Agreement Collateral. - Collat-

eral also includes all right, title, interest, claims and
demands of the Debtor in, to and under the Remarketing Agree-
ment dated as of November 20, 1978 among the Debtor, the
Trustor and Itel Corporation, Equipment Finance Division,

and any and all other contracts and agreements relating

to the remarketing of the Equipment following an Early Termi-
nation Order (as defined in the Lease) to which the Debtor

is now or may hereafter be a party, together with all rights,

powers, privileges, options and other benefits of the Debtor



under the Remarketing Agreement or any other such contract

or agreement, it being the intent and purpose hereof that
subject always to Excepted Rights in Collateral (as defined
in Section 1.6 hereof), the assignment and transfer to the
Secured Party of said rights, powers, privileges, options,
and other benefits shall be effective and operative imme-
diately and shall continue in full force and effect until

the indebtedness hereby secured has been fully paid and
discharged; provided, however, that during the Grace Period
or any extention thereof provided for in Section 5.3 hereof
(but only so long as the conditions set forth in Section

5.3 are being satisfied), the Debtor shall be entitled to
exercise all of the rights, powers, privileges, options

and other benefits of the Debtor under the Remarketing Agree-
ment or any other such contract or agreement subject only

to rights of the holders of the Notes as expressly provided
in the Remarketing Agreement or any such contract or agreement.

l.4. Limitations to Security Interest. The secu-

rity interest granted by this Section 1 is subject to (a) the
right, title and interest of the Lessee under the Lease,

“ (b) the lien of current taxes and assessments not yet due

and payable, or, if delinquent, the validity of which is
being contested in good faith pursuant to Section 10.2 of

the Lease, and (c) liens and charges permitted by Section 9
of the Lease (hereinafter collectively referred to as "Per-

mitted Encumbrances").



1.5. Duration of Security Interest. The Secured

Party, its successors and assigns shall have and hold the
Collateral forever; provided always, however, that such
security interest is granted upbn the express condition
that if the Debtor shall pay or cause to be paid all the
indebtedness hereby secured, whether pursuant to Section
5.4 (b) hereof or otherwise, and shall observe, keep and
perform all the terms and conditions, covenants and agree-
ments to be observed, kept and performed by the Debtor here-
in and in the Lease and the Participation Agreement and
the Notes contained, then these presents and the estate
hereby granted and conveyed shall cease and this Security
Agreement shall become null and void; otherwise, to remain

in full force and effect.

1.6. Excepted Rights in Collateral. There are

expressly excepted and reserved from the security interest
and operation of this Security Agreement the following de-
scribed properties, rights, interests and privileges (here-
inafter sometimes referred to as the "Excepted Rights in
Collateral™), and nothing herein or in any other agreement
contained herein shall constitute an assignment of the Ex-
cepted Rights in Collateral to the Secured Party:
(a) all payments of any indemnity under
Sections 6 and 10.2 of the Lease, and any repay-

ment or interest thereon under Section 21.2 of



the Lease, which by the terms of any of such Sec-
tions are payable to the Debtor or the Trustor
for its own account;

(b) all rights of the Debtor and the Trustor
under the Lease to demand, collect, sue for or
otherwise obtain all amounts from the Lessee due
the Debtor or the Trustor on account of any such
indemnities or payments, provided that the rights
excepted and reserved by this paragraph (b) shall
not be deemed to include the exercise of any reme-
dies provided for in Section 14 of the Lease ex-
cept those contained in Section 14.2(a) thereof;
and

(c) any insurance proceeds payable under
general public liability policies maintained by
the Lessee pursuant to Section 11.1 of the Lease
which by the terms of such policies or the terms
of the Lease are payable directly to the Debtor

or the Trustor for its own account.

SECTION 2. COVENANTS AND WARRANTIES OF THE DEBTOR.

The Debtor covenants, warrants and agrees as fol-
lows:

2.1. Debtor's Duties. The Debtor covenants and

agrees well and truly to perform, abide by and to be gov-



erned and restricted by each and all of the terms, provi-
sions, restrictions, covenants and agreements applicable
to it and set forth in the Participation Agreement, and

in each and every supplement thereto or amendment thereof
which may at any time or from time to time be executed and
delivered by the parties thereto or their successors and
assigns, to the same extent as though each and all of said
terms, provisions, restrictions, covenants and agreements
were fully set out herein and as though any amendment or
supplement to the Participation Agreement was fully set
out in an amendment or supplement to this Security Agree-
ment. The Debtor undertakes to perform only such duties
as are expressly and specificaliy'set forth herein and in
the other Operative Agreements (as defined in the Partici-
pation Agreement) and no implied obligations or covenants
shall be read into this Security Agreement or any other
Operative Agreement against the Debtor.

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 the title to the Collateral against
all claims and demands of persons claiming by, through or
under the Debtor, excepting only this Security Agreement

and Permitted Encumbrances. The Debtor also agrees that

-10-



it will, in its individual capacity and at its own cost

and expense, without regard to the provisions of Section 7
hereof, promptly take such action as may be necessary to
duly discharge any liens and encumbrances on the Collat-
eral which result from claims against the Debtor in its
individual capacity and not related to the ownership of

the Equipment or the administration of the Trust Estate

(as defined in the Trust Agreement) or any transactions
pursuant to the Operative Agreements. Without limiting

the foregoing, there is no financing statement or other
filed or recorded instrument in which the Debtor is named
and which the Debtor has signed, as debtor or mortgagor,
now on file in any public office covering any of the Col-
lateral, excepting the financing statements or other instru-
ments filed or to be filed in respect of and for the secur-
ity interest provided for herein.

2.3. Purther Assurances. The Debtor will, upon

the request of the Secured Party, and at no expense to the
Secured Party, do, execute, acknowledge and deliver all
and every further acts, deeds, conveyances, transfers and
assurances necessary or proper for the perfection of the
security interest being herein provided for in the Collat-
eral, whether now owned or hereafter acquired. Without
limiting the foregoing but in furtherance of the security

interest herein granted in the rents and other sums due

-11-



and to become due under the Lease, the Debtor covenants

and agrees that it will, pursuant to Section 16 of the Lease,
notify the Lessee of the assignment hereunder and direct

the Lessee to make all payments of such rents and other

sums due and to become due under the Lease other than Ex-
cepted Rights in Collateral from the Collateral directly

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

2.4. After-Acquired Property. Any and all prop-

erty described or referred to in the granting clauses hereof

which is hereafter acquired shall ipso facto, and without

any further conveyance, assignment or act on the part of

the Debtor or the Secured Party, become and be subject to
the security interest herein granted as fully and completely
as though specifically described herein, but nothing in

this Section 2.4 contained shall be deemed to modify or
change the obligation of the Debtor under Section 2.3 hereof.

2.5. Recordation and Filing. The Debtor will,

at the request of the Secured Party, cause this Security
Agreement and all supplements hereto, the Lease and all
supplements thereto, and all financing and continuation
statements and similar -notices required by applicable law,
at all times to be kept, recorded and filed at no expense
to the Secured Party in such manner and in such places as
determined by the Secured Party in order fully to preserve

and protect the rights of the Secured Party hereunder, and

~12-



will at no expense to the Secured Party furnish to the Se-
cured Party and to the Note Purchasers promptly after the
execution and delivery of this Security Agreement and of
each suppiemental Security Agreement an opinion of counsel
(which may be counsel for the Lessee), stating that in the
opinion of such counsel, this Security Agreement or such
supplement or financing or continuation statement, 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.

2.6. Modifications of the Lease. The Debtor

will not:

(a) declare a default or exercise the reme-
dies of the Lessor unde;, or terminate, modify
or accept a surrender of, or offer or agree to
any termin;tion, modification or surrender of,
the Lease (except as otherwise expressly provided
herein) or by affirmative act consent to the crea-
tion 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;

(b) except in respect of Excepted Rights

in Collateral, receive or collect any rental pay-

ment under the Lease prior to the date for payment

-13-~



thereof provided for by the Lease or assign, trans-
fer or hypothecate (other than to the Secured
‘Party hereunder) any rental payment then due or
to accrue in the future under the Lease in respect
of the Equipment; or

(c) except in respect of Excepted Rights
in Collateral, sell, mortgage, transfer, assign
or hypothecate (other than to the Secured Party
hereunder) its interest in the Equipment or any
part thereof or in any amount to be received by
it from the use or disposition of the Equipment.

2.7. Power of Attorney in Respect of the Lease.

The Debtor does hereby irrevocably constitute and appoint
the Secured Party its true and lawful attorney with full
power of substitution, for it and in its name, place and
stead, to ask, demand, collect, receive, receipt for, sue
for, compound and give acquittance for any and all rents,
income and other sums which are assigned under Sections
1.1, 1.2 and 1.3 hereof with full power to settle, adjust
or compromise any claim thereunder as fully as the Debtor
could itself do, and to endorse the name of the Debtor on
all commercial paper given in payment or in part payment
thereof, and in its discretion to file any claim, institute
any proceedings or take any other action, either in its

own name or in the name of the Debtor or otherwise, which

~14-



the Secured Party may deem necessary or appropriate to pro-
tect and preserve the right, title and interest of the Secured
Party in and to such rents and other sums and the security
intended to be afforded hereby.

2.8. Notice of Default. The Debtor further cove-

nants and agrees that it will give the Secured Party prompt
written notice of any event or condition constituting an
Event of Default under the Lease if the Debtor has actual

knowledge of such event or condition.

SECTION 3. POSSESSION, USE AND RELEASE OF PROPERTY,

3.1. Possession of Collateral. So long as the

Debtor is not in default hereunder, it shall be suffered
and permitted to remain in full possession, enjoyment and
control of the Equipment and to manage, operate and use

the same and each part thereof with the rights'and franchises
appertaining thereto; provided always, that the possession,
enjoyment, control and use of the Equipment shall at all’
times be subject to the observance and performance of the
terms of this Security Agreement. It is expressly under-
stood that the use and possession of the Equipment by the
Lessee under and subject to the Lease shall not constitute
a violation of this Section 3.1.

3.2. Release of Property. So long as no default

referred to in Section 14 of the Lease has occurred and

-15-



is continuing to the knowledge of the Secured Party, the
Secured Party shall execute a release in respect of any

Item of Equipment suffering a Casualty Occurrence pursuant
to Section 11 of the Lease, upon receipt from the Lessee

of written notice designating the Item of Equipment in re-
spect of which the Lease will terminate and the receipt

from the Lessee or the Lessor of all sums payable for such
Item of Equipment in compliance with Section 11 of the Lease.

3.3. Protection of Purchaser. No purchaser in

good faith of any Item of Equipment purporting to be released
hereunder shall be bound to ascertain the authority of the
Secured Party to execute the release, or to inquire as to

any facts required by the provisions hereof for the exercise
of such authority; nor shall any purchaser, in good faith,

of all or part of the Collateral be under obligation to
ascertain or inquire into the conditions upon which any

such sale is hereby authorized.

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

4.1. Application of Rents and Other Payments.

As more fully set forth in Section 1.2 hereof, the Debtor
has hereby granted to the Secured.Party a security interest
in rents, issues, prqfits, income and other sums due and
to become due under the Lease in respect of the Equipment

as security for the Notes. So long as no Event of Default

-16-



as defined in Section 5 hereof has occurred and is continu-
ing:

(a) The amounts from time to time received
by the Secured Party which constitute payment
by the Lessee under the Lease of the installments
of rental 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 rental 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 not later than the first
business day following the receipt thereof;

(b) The amounts from time to time received
by the Secured Party which constitute settlement
by the Lessee of the Casualty Value for any Item
of Equipment pursuant to Section 11 of the Lease
shall be applied by the Secured Party as follows:

(i) First, an amount equal to -the ac-
crued and unpaid interest on that portion

of the Notes to be prepaid pursuant to the

following subparagraph (ii) shall be applied

on the Notes;
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(ii) Second, an amount equal to the
Loan Value (as hereinafter defined) of such
Item of Equipment for which settlement is
then being made shall be applied to the pre-
payment of the Notes without premium so that
each of the remaining installments of each
Note shall be reduced in the proportion that
the principal amount of the prepayment bears
to the unpaid principal amount of the Notes
immediately prior to the prepayment; and

(iii) Third, the balance, if any, of
such amounts held by the Secured Party after
making the applications provided for by the
preceding subparagréphs (i) and (ii) shall
be released to or upon the order of the Deb-
tor on the date of payment of the amounts
provided in the preceding clauses (i) and

(ii).

For the purposes of this Section 4.1(b), the "Loan

Value", in respect of any Item of Equipment, shall

be an amount equal to the product of (A) a frac-

tion, the numerator of which is an amount equal

to the Purchase Price (as defined in the Partici-

pation Agreement) of such Item of Equipment for

which settlement is then being made and the denom-
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inator of which is the aggregate Purchase Price
of all Items of Equipment then subject to the
Lease (including the Purchase Price of such Item
of Equipment for which settlement is then being
made), times (B) the unpaid principal amount of
Notes immediately prior to the prepayment provided
for in this Section 4.1(b) (after giving effect
to all payments of installments of principal made
or to be made on the date of prepayment provided
for in this Section 4.1(b)); and
(c) The amounts received by the Secured
Party from time to time which constitute proceeds
of casualty insurance maintained by the Lessee
in respect of the Equipment, shall be held by
the Secured Party as a part of the Collateral
and shall be applied by the Secured Party from
time to time to any one or more of the following
purposes:
(i) So long as no Event of Default
has occurred and is continuing to the knowl-
edge of the Secured Party, the proceeds of
such insurance shall, if the Item of Equip-
ment is to be repaired, be released to the
Debtor to reimburse the Lessee for expendi-

tures made for such repair upon receipt by
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the Secured Party of an Officer's Certificate
(as defined in the Participation Agreement)
from the Lessee to the effect that any damage
to such Item in respect of which such pro-
ceeds were paid has been fully repaired;
and

(ii) 1If the insurance proceeds shall
not have been released to the Debtor pursuant
to the preceding paragraph (i) within 180
days from the receipt thereof by the Secured
Party, or if within such period the Lessee
shall have notified the Secured Party in
writing that the Lease is to be terminated
as to one or more Items in accordance with
the provisions of Section 1l.2 of the Lease,
then, so long as no Event of Default here-
under has occurred and is continuing to the
knowledge of the Secured Party, the insurance
proceeds shall be applied by the Secured
Party as follows:

(A) First, to the prepayment

of the Notes all in the manner

and to the extent provided for

by clauses First and Second of

Section 4.1(b) hereof; and

-20-



(B) Second, the balance,
if any, of such insurance proceeds
held by the Secured Party after
making the applications provided
for by the preceding subparagraph
(A) shall be released to or upon
the order of the Debtor on the
date of such prepayment of the
Notes.

4.2. Multiple Notes. If more than one Note is

outstanding at the time any such application is made, such
application shall be made on all outstanding Notes ratably
in accordance with the aggregate principal amount remaining
unpaid thereon.

4.3. Default. If an Event of Default referred

to in Section 5 hereof has occurred and is continuing, all
amounts received by the Secured Party pursuant to Section
1.2 or 1.3 hereof shall be applied in the manner provided
for in Section 5 in respect of proceeds and avails of the

Collateral.

SECTION 5. DEFAULTS AND OTHER PROVISIONS.

5.1. Events of Default. The term "Event of De-

fault" for all purposes of this Security Agreement shall

mean one or more of the following:
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(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 at the due date thereof or at the date
fixed for prepayment or by acceleration or other-
wise, and any such default shall continue unre-
medied for five days; provided, that the receipt
by the Secured Party of rentals or other sums
constituting Collateral hereunder which, by the
terms of this Security Agreement, are to be ap-
plied to the payment of the Notes, shall consti-
tute payment thereof by the Debtor to the extent
of such required application;

(b) an Event of Default (as defined in the
Lease) shall have occurred and be continuing under
the Lease;

(c) the Lease shall be terminated pursuant
to clause (b) of Section 3 thereof;

(d) default on the part of the Debtor or
the Trustor in the due observance or performance
of any covenant or agreement to be observed or
performed by the Debtor or the Trustor under this
Security Agreement or the Participation Agreement,
and such default shall continue unremedied for

20 days after written notice from the Secured
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Party to the Debtor and the Trustor specifying
the default and demanding the same to be remedied;
(e) any representation or warranty on the
part of the Debtor or the Trustor made herein
or in the Participation Agreement or in any re-
port, certificate, financial or other statement
furnished in connection with this Security Agree-
ment, the Lease or the Participation Agreement,
or the transactions contemplated therein, shall
prove to be false or misleading in any material
respect when made; or
(£f) any claim, lien or charge (other than
Permitted Encumbrances) shall be asserted against
or levied or imposed upon any Item of 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 with-
in 30 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.

5.2. Secured Party's Rights. The Debtor agrees

that when any Event of Default, as defined in Section 5.1
hereof, has occurred and is continuing, but subject always

to Section 7 hereof, the Secured Party shall have the rights,
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options, duties and remedies of a secured party, and the
Debtor shall have the rights and duties of a debtor, under
the Uniform Commercial Code of Illinois (regardless of whether
such Code or a law similar thereto has been enacted in a
jurisdiction wherein the rights or remedies are asserted)
and without limiting the foregoing, the Secured Party may,
subject to the provisions of Section 5.3 hereof, 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 exclusive of
any other remedy or remedies, but each and every remedy
shall be cumulative and shall be in addition to every other
remedy given herein or now or hereafter existing at law
or in equity or by statute.
(a) The Secured Party may, and upon the

written direction of the holders of at least 25%

of the principal amount of the Notes then outstand-

ing 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.

(b) Subiject to the rights of the Lessee

under the Lease and any mandatory legal require-
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ments, the Secured Party, personally or by agents
or attorneys, shall have the right to take imme-
diate 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 no-
tice, demand, process of law or legal procedure,
if this can be done without breach of the peace,
and search for, take possession of, remove, keep
and store the same, or use and operate or lease
the same until sold.

(c) Subject to the rights of the Lessee
under the Lease and any mandatory legal require-~
ments, the Secured Party may, either with or with-
out 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 and the Lessee 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 the Collateral, 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
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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; provided, however, that any such
sale shall be held in a commercially reasonable
manner. Any such sale or sales may be adjourned
from time to time Ey 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) Subject to the rights of the Lessee
under the Lease, the Secured Party or a holder
of at least 25% of the principal amount of the
Notes then outstanding may proceed to protect
and enforce this Security Agreement and the Notes
by suit or suits or proceedings in equity, at
law or in bankruptcy, and whether for the specific
performance of any covenant or agreement herein
contained or in execution or aid of any power
herein granted; or for foreclosure hereunder,
or for the appointment of a receiver or receivers

for the Collateral or any part thereof, or subject
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to the provisions of Section 7 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 appli-
cable law.

(e) Subject to the rights of the Lessee
under the Lease, the Secured Party or a holder
of at least 25% of the principal amount of the
Notes then outstanding may proceed to exercise
all rights, privileges and remedies of the Debtor
under the Lease, 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.

5.3. Certain Limitations on the Rights of the

Secured Party Upon Early Termination ¢f the Lease. (a)

In the event of the occurrence of an Event of Default aris-
ing under Section 5.1(c) hereof, the Secured Party agrees
that it will not exercise any remedy under this Security
Agreement for a period of 180 days (the "Grace Period")

from and after the date the Court (as defined in the Lease)
enters an Early Termination Order (as defined in the Lease),
or during any extension thereof as hereinafter set forth;

provided that:
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(i) As soon as practicable after the com-
mencement of the Grace Period but in no event later
than the earlier of (A) the initial use of the
Equipment pursuant to this Section 5.3 or (B)

60 days after the commencement of the Grace Period
and, in the case of any extension of the Grace
Period prior to the commencement of such exten-
sion, the Debtor shall deposit or redeposit with
the Secured Party an irrevocable letter of credit
in the amount of the principal and interest (includ-
ing interest, if any, on overdue payments of prin-
cipal and interest) which shall become due during
the Grace Period or any extension thereof on the
Notes then outstanding as shown on Schedule 1
hereto. Such irrevocable letter of credit shall

be issued by a bank selected by the Debtor and
approved in writing by the holders of at least
66~2/3% of the aggregate principal amount of the
Notes then outstanding (which approval shall not

be unreasonably withheld), shall be payable upon
presentation of an affidavit signed by a duly
authorized officer of the Secured Party verifying
that the Debtor has failed to make payment required
under Section 5.3(a) hereof and shall otherwise

be in a form reasonably satisfactory to the holders
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of at least 66-2/3% of the aggregate principal
amount of the Notes then outstanding.

(ii) During the Grace Period or any exten-
sion thereof, all payments of principal and inter-
est (including interest, if any, on overdue pay-
ments of principal and interest) on the Notes
shall be paid in full to the Secured Party by
the Debtor or by the bank issuing such letter
of credit when and as suchvpayments become due
and payable.

(iii) During the Grace Period or any exten-
sion thereof, the Equipment shall, upon return
from the Lessee pursuant to Section 13.2 of the
Lease, be stored, maintained and insured, at the
cost and expense of the Debtor, in a manner reason-
ably satisfactory to the holders of at least 66-2/3%
of the aggregate principal amount of the Notes

then outstanding; provided, however, the Debtor

may, at its option, use or permit the use of the
Equipment in the usual interchange of traffic
during the Grace Period or any extension thereof.
If the Debtor elects to use or permit the use

of the Equipment as above provided, the Debtor
shall, except as set forth in this Section 5.3,

have the same obligations with respect to the
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Equipment as those of the Lessee set forth in

the Lease. Any use of the Equipment under this
Section 5.3 shall be, by its terms, expressly
subject and subordinate to this Security Agree-
ment. The obligation of the Lessee to pay rentals
under the Lease shall be deemed satisfied by the
payment by the Debtor of principal and interest

as set forth in Section 5.3(a) (ii) hereof and

the obligation of the Lessee to pay the Casualty
Value of an Item of Equipment suffering a Casualty
Occurrence shall be deemed satisfied by the pay-
ment to the Secured Party by the Debtor of the
Loan Value of such Item of Equipment as of the
date of such payment, together with accrued and
unpaid interest to such payment date on ﬁhat por-
tion of the Notes then being prepaid. Prior to
any use of the Equipment under this Section 5.3
the Debtor shall deposit with the Secured Party

an agreement pursuant to which maintenance of

the Equipment will be performed by an independent
contractor which customarily performs similar
maintenance obligations for similar railroad roll-
ing stock and certificates or other evidence of
maintenance of insurance coverage, in each case

reasonably satisfactory to the holders of at least
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66-2/3% of the aggregate principal amount of the
Notes then outstanding.

If the Debtor notifies the Secured Party
and the holders of the Notes that it will no longer
extend the Grace Period or any extension thereof
as hereinafter provided while any Item of Equip-
ment is then being used pursuant to this éection
5.3, the Debtor will, at its own cost and expense,
(1) not less than 30 days prior to the expiration
of the then current period deliver possession
of each such Item of Equipment to the Secured
Party upon such storage tracks as the Secured
Party may designate, and (2) permit the Secured
Party to store such Item of Equipment until sold,
leased or otherwise disposed of by the Secured
Party pursuant to Section 5.2 hereof, all as di-
rected by the Secured Party upon not less than
30 days' prior written notice to the Debtor.
Except as otherwise set forth in this paragraph,
the Debtor shall have the same obligations with
respect to the return of such Items of Equipment
to the Secured Party as those of the Lessee set
forth in the first two paragraphs of Section 13.1
of the Lease. In lieu of returning any Item of

Equipment, the Debtor may, at its option, pay
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to the Secured Party by wire transfer of immedi-
ately available funds, not less than 30 days prior
to the expiration of the then current period,
an amount equal to the Loan Value of such Item
of Equipment as of such payment date, together
with aqcrued and unpaid interest to such payment
date on that portion of the Notes then being prepaid.
(iv) During the Grace Period or any exten-
sion thereof, Itel Corporation (or such other
agent satisfactory to the holders of at least
66-2/3% of the aggregate principal amount of the
Notes then outstanding as the Debtor may appoint
or employ) shall continue to perform its obliga-
tions under the Remarketing Agreement (or such
other agreement as the Debtor may enter into which
shall be substantially in the form of the Remarket-
ing Agreement), such performance in all cases
to be in a manner satisfactory to the holders
of at least 66-2/3% of -the aggregate principal
amount of the Notes then outstanding.
(b) During the Grace Period or any extension thereof as
hereinafter provided (but only so long as the conditions
set forth in Section 5.3(a) above are being satisfied),

the Debtor shall have the following rights hereunder:
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(1) Option to Prepay Notes. The Debtor

may, at its option, prepay all of the Notes then
outstanding, without premium or penalty, by pay-
ment of the entire principal amount thereof, to-
gether with accrued interest thereon to the date
of prepayment.

(2) Option to Substitute Lessee. The Debtor

may, at its option, obtain a new lessee (the "New
Lessee") to enter into a new lease (the "New Lease"),
provided that:
(A) at the time of the execution
and delivery of the New Lease by the
New Lessee, the New Lessee shall be
a railroad corporation with an equipment
obligation credit rating of "A" or better
as provided by Moody's Investors Ser-
vices, Inc. (or by such other nationally
recognized rating service as the holders
of at least 66-2/3% of the aggregate
principal amount of the Notes then out-
standing shall approve);
(B) the New Lease shall be a net
lease incorporating substantially all
of the terms, conditions and provisions

of the Lease, provided that (i) the
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New Lease shall not include certain
provisions of the Lease relating to

the early termination thereof if certain
events set forth in clause (b) of Sec-
tion 3 of the Lease occur and (ii) the
rents and other sums payable under the
New Lease shall be at least sufficient
to fully pay and discharge the principal
of and interest on the Notes then out-
standing as the same become due and
payable;

(C) the New Lessee shall make
representations and warranties in sub-
stantially.the same scope and form as
those of the Lessee set forth in the
Participation Agreement;

(D) concurrently with the execu-
tion and delivery of the New Lease,
the Debtor shall have entered into a
supplement to this Security Agreement
(the "Supplement") assigning all of
its right, title and interest in and
to the New Lease and the rents and cer-
tain other sums due and to become due
thereunder to the Secured Party as addi-

tional security for the Notes; and

-34-



(E) prior to the delivery of any
Item of Equipment to the New Lessee
under the New Lease, the Debtor will,
at its sole expense, cause the New Lease
and the Supplement to be duly filed,
recorded and deposited with the Inter-
state Commerce Commission in accordance
with 49 U.S.C. §11303 and with the
Registrar General of Canada (with notice
of such deposit to the published in

The Canadian Gazette in accordance with

Section 86 of the Railway Act of Canada)
and in such other places as any holder
of the Notes may reasonably request

for the protection of the title to or
the security interest of the Security
Trustee in the Equipment and will fur-
nish the Secured Party and each holder

of the Notes proof thereof.

If the Debtor obtains a New Lessee to enter into a New Lease

and all of the conditions set forth in this Section 5.3(b) (ii)

have been satisfied, then the provisions of this Section

5.3 shall be of no further force and effect without any

further action on the part of the Debtor and the Secured
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(iii) Option to Extend Grace Period. The

Debtor may, at its option, upon written notice

to the Secured Party and each holder of the Notes
then outstanding, extend the Grace Period at any
time at least 90 days prior to the expiration
thereof or any extension thereof for a maximum

of five additional 180-day periods during which
the Secured Party agrees that, so long as the
conditions set forth in Section 5.3 (a) above are
being satisfied, it will not exercise any remedy
under this Security Agreement. The Debtor further
agrees to give the Secured Party and each holder
of the Notes then outstanding written notice at
least 90 days prior to the expiration of the Grace
Period or any extension thereof of its determina-
tion to not extend the Grace Period or any exten-
sion thereof as above provided.

5.4. Certain Rights of the Debtor on the Occur-

rence of an Event of Default under the Lease. Except as

hereinafter provided, if an Event of Default under the Lease
shall have occurred and be continuing, the Debtor shall
have the following rights hereunder:

(a) Right to Cure. In the event of the

occurrence of an Event of Default in respect of

the payment of Fixed Rental under the Lease on
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the day it becomes due and payable (unless there
shall have occurred and be continuing any Event

of Default under the Lease other than such failure
to pay Fixed Rental) the Debtor may pay to the
Secured Party an amount equal to any principal

and interest (including intergst, if any, on over-
due payments of principal and interest) then due
and payable on the Notes, and such payment by

the Debtor shall be deemed to cure any Event of
Default under the Lease which would otherwise

have arisen on account of the non-payment by the
Lessee of such installment of Fixed Rental under
the Lease; provided, however, that the Debtor

may not exercise such right in respect of more
than two consecutive Fixed Rental payment defaults
or in any event more than a total of four times
throughout the term of the Lease. Except as here-
inafter in this Section 5.4(a) provided, the Debt-
or shall not, by exercising the right to cure

any such Event of Default, obtain any lien, charge
or encumbrance of any kind on any of the Collat-
eral for or on account of costs or expenses in-
curred in connection with the exercise of such
right nor shall any claims of the Debtor against

the Lessee or any other party for the repayment
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of such costs or expenses impair the prior right
and security interest of the Secured Party in
and to the Collateral. Upon such payment by the
Debtor of the amount of principal and interest
then due and payable on the Notes, the Debtor
shall be subrogated to the rights of the Secured
Party in respect of the Fixed Rental which was
overdue at the time of such payment and interest
payable by the Lessee on account of its being
overdue, and therefore, if no other Event of De-
fault shall have occurred and be continuing and
if all principal and interest payments due on
the Notes have been paid at the time of receipt
by the Secured Party of such Fixed Rental, the
Debtor shall be entitled to receive such Fixed
Rental and such interest upon receipt thereof

by the Secured Party; provided, that (i) in the
event the principal and interest on the Notes
shall have become due and payable pursuant to
Section 5.2(a) hereof, such subrogation shall,
until principal of and interest on all Notes shall
have been paid in full, be subordinate to the
rights of the Secured Party in respect of such
payment of Fixed Rental and such interest on such

overdue Fixed Rental prior to receipt by the Debt-
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or of any amount pursuant to such subrogation,
and (ii) the Debtor shall not be entitled to seek
to recover any such payment (or any payment in
lieu thereof) except pursuant to the foregoing
right of subrogation.

(b) Option to Prepay Notes. Whether or

not the Debtor shall then have the right to cure
an Event of Default under the Lease pursuant to
Section 5.4 (a) above, the Debtor may at its op-
tion, from or after any date upon which an Event
of Default shall have occurred and be continuing
or upon which the Secured Party shall have deliv-
ered written notice of an Event of Default, which-
ever is earlier, prepay the Notes, without premium
or penalty, by payment of the entire unpaid prin-
cipal amount thereof, together with accrued inter-
est thereon to the date of prepayment.

5.5. Acceleration Clause. In case of any sale

of the Collateral, or of any part thereof, pursuant to any
judgment or decree of any court or otherwise in connection
with the enforcement of any of the terms of this Security
Agreement, the principal of the Notes, if not previously
due, and the interest accrued thereon, shall at once become
and be immediately due and payable; also, in the case of

any such sale, the purchaser or purchasers, for the purpose
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of making settlement for or payment of the purchase price,
shall be entitled to turn in and use the Notes and any claims
for interest matured and unpaid thereon, in order that there
may be credited as paid on the purchase price the sum ap-
portionable and applicable to the Notes including principal
and interest thereof out of the net proceeds of such sale
after allowing for the proportion of the total purchase

price required to be paid in actual cash.

5.6. Waiver by Debtor. To the extent permitted

by law, the Debtor covenants that it will not at any time
insist upon or plead, or in any manner whatever claim or
take any benefit or advantage of, any stay or extension

law now or at any time hereafter in force, nor claim, take,
nor insist upon any benefit or advantage of or from any

law now or hereafter in force providing for the valuation

or appraisement of the Collateral or any part thereof, prior
to any sale or sales thereof to be made pursuant to any
provision herein contained, or the decree, judgment or order
of any court of competent jurisdiction; nor, after such

sale or sales, will Debtor claim or exercise any right under
any statute now or hereafter made or enacted by any state

or otherwise to redeem the property so sold or any part
thereof, and, to the full extent legally permitted, and
Debtor hereby expressly waives for itself and on behalf

of each and every person acquiring any interest in or title
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to the Collateral or any part thereof subsequent to the

date of this Security Agreement, all benefit and advantage

of any such law or laws. Debtor further covenants and agrees
that it will not invoke or utilize any such law or laws

or otherwise hinder, delay or impede the execution of any
power herein granted and delegated to the Secured Party,

but will suffer and permit the execution of every such power
as though no such power, law or laws had been made or enacted.

5.7. Effect of Sale. Any sale, whether under

any power of sale hereby given or by virtue of judicial
proceedings, shall operate to divest all right, title, in-
terest, claim and demand whatsoever, either at law or in
equity, of the Debtor in and to the property sold, and shall
be a perpetual bar, both at law and in equity, against the
Debtor, its successors and assigns, and against any and

all persons claiming the property sold or any part thereof
under, by or through the Debtor, its successors or assigns
(subject, however, to the then existing rights, if any,

of the Lessee under the Lease).

5.8. Application of Sale Proceeds. The proceeds

and avails of any sale of the Collateral, or any part there-
of, and the proceeds and the avails of any remedy hereunder
shall be paid to and applied as follows:

(a) First, to the payment of compensation

and costs and expenses of foreclosure or suit,
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if any, and of such sale, and of all proper ex-
penses, 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, assess-
ments or liens superior to the lien of these pres-
ents, except any taxes, assessments or other supe-
rior lien subject to which said sale may have
been made;

(b) Second, to the payment of the holder
or holders of the Notes of the amount then owing
or unpaid on the Notes for principal, interest
and premium, if any; and in case such proceeds
shall be insufficient to pay in full the whole
amount so due, owing or unpaid upon the Notes,
then ratably according to the aggregate of such
principal and the accrued and unpaid interest
and premium, if any, with application on each
Note to be made, first, to the unpaid interest
thereon, second, to unpaid premium, if any, there-
on, and third, to unpaid principal thereof; such
application to be made upon presentation of the
several Notes, and the notation thereon of the
payment, if partially paid, or the surrender and

cancellation thereof, if fully paid; and
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(c) Third, to the payment of the surplus,
if any, to the Debtor, its successors and assigns,
or to whomsoever may be lawfully entitled to re-
ceive the same.

5.9. Discontinuance of Remedies. In case the

Secured Party shall have proceeded to enforce any right
under this Security Agreement by foreclosure, sale, entry

or otherwise, and such proceedings shall have been discon-
tinued or abandoned for any reason or shall have been deter-
mined adversely, then and in every such case the Debtor,

the Secured Party and the holder or holders of the Notes
shall be restored to their former positions and rights here-
under with respect to the property subject to the security
interest created under this Security Agreement.

5.10. Cumulative Remedies. No delay or omission

of the Secured Party or of the holder of any Note to exer-
cise 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 Secured Party, or the
holder of any Note of any such default, whether such waiver
be full or partial, shall extend to or be taken to affect
any subsequent default, or to impair the rights resulting
therefrom except as may be otherwise provided herein. No

remedy hereunder is intended to be exclusive of any other
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remedy but each and every remedy shall be cumulative and

in addition to any and every other remedy given hereunder
or otherwise existing; nor shall the giving, taking or en-
forcement of any other or additional security, collateral
or guaranty for the payment of the indebtedness secured
under this Security Agreement operate to prejudice, waive
or affect the security of this Security Agreement or any
rights, powers or remedies hereunder, nor shall the Secured
Party or holder of any of the Notes be required to first
look to, enforce or exhaust such other or additional secur-
ity, collateral or guaranties.

5.11. Control by Holders of Notes. The regis-

tered holders of a majority in aggregate unpaid principal
amount of the then outstanding Notes, by ;n instrument or
instruments in writing executed and delivered to the Secured
Party, shall have the right to direct the time, method,

and place of conducting any proceeding for any remedy avail-

able to the Secured Party, or exercising any trust or power

conferred on the Trustee; provided, however, that the Se-

cured Party shall have the right to decline to follow any
such direction (i) if the Secured Party shall be advised
by counsel that the action so directed may not lawfully
be taken or (ii) if the Secured Party shall be advised by
counsel that the action so directed would involve it in

personal liability. The Secured Party may take any other
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action deemed proper by the Secured Party which is not incon-
sistent with any such direction given hereunder.

5.12. Unconditional Right of Holders of Notes

to Sue for Principal and Interest. Notwithstanding any

other provisions in this Security Agreement, the right of
any holder of any Note to receive payment of the principal
of and interest on such Note, on or after the respective

due dates expressed in such Note, or to institute suit for
the enforcement of any such payment on or after such respec-
tive dates shall not be impaired or affected without the
consent of such holder, except no such suit shall be insti-
tuted if and to the extent that the institution or prose-
cutioﬁ thereof or the entry of judgment therein would, under
applicable law, result in the surrender, impairment, waiver
or loss of the title reserved under this Security Agreement

upon any property subject hereto.

SECTION 6. THE SECURED PARTY.

6.1l. Certain Duties and Responsibilities of Se-

cured Party.

(a) Except during the continuance of an Event
of Default:
(1) the Secured Party undertakes to perform
such duties and only such duties as are specifi-
cally set forth in this Security Agreement, and

no implied covenants or obligations shall be read
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into this Security Agreement against the Secured
Party; and

(2) 1in the absence of bad faith on its part,
the Secured Party may conclusively rely, as to
the truth of the statements and the correctness
of the opinions expressed therein, upon certifi-
cates or opinions furnished to the Secured Party
and conforming to the requirements of this Secur-
ity Agreement or the Lease; but in the case of
any such certificates or opinions which by any
provision hereof are specifically required to
be furnished to the Secured Party, the Secured
Party shall be under a duty to examine the same
to determine whether or not they conform to the
requirements of this Sgcurity Agreement.

(b) In case an Event of Default has occurred
and is continuing, the Secured Party (subject
to Section 5.11 hereof) shall exercise such of
the rights and powers vested in it by this Secur-
ity Agreement for the benefit of the holders of
the Notes, and use the same degree of care and
skill in their exercise, as a prudent man would
exercise or use under the circumstances in the

conduct of his own affairs.
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(c) No provision of this Security Agreement
shall be construed to relieve the Secured Party
from liability for its own negligent action, its
own negligent failure to act or its own willful
misconduct, except that:

(1) this subsection shall not be construed
to limit the effect of subsection (a) of this
Section;

(2) the Secured Party shall not be liable
for any error of judgment made in good faith by
an officer of the Secured Party unless it shall
be proved that the Secured Party was negligent
in ascertaining the pertinent facts; and

(3) the Secured Party shall not be liable
to the holder of any Note with respect to any
action taken or omitted to be taken by it in good
faith in accordance with Section 5.11 hereof,
or exercising in good faith any trust or power
conferred upon the Secured Party under this Secur-
ity Agreement.

(d) The Secured Party shall be entitled
to reasonable compensation for its services here-
under and to be reimbursed for its reasonable
expenses when incurred. No provision of this

Security Agreement shall require the Secured Party
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to expend or risk its own funds or otherwise incur
any financial liability in the performance of

any of its duties hereunder, or in the exercise

of any of its rights or powers. 1In case an Event
of Default has occurred and is continuing or in
the event the Secured Party is acting pursuant

to the direction of the holders of any Note, the
Secured Party shall be entitled to be indemnified
by such holders with respect to compensation for
its services in connection therewith and against
any liability or expense (including, without limita-
tion, reasonable counsel fees) in connection with
taking such action or asserting such rights.

(e) Whether or not therein expressly so
provided, every provision of this Security Agree-
ment relating to the conduct or affecting the
liability of or affording protection to the Se-
cured Party shall be subject to the provisions
of this Section.

6.2. Certain Rights of Secured Party. (a) The

Secured Party shall not be responsible for any recitals

herein or in the Participation Agreement or for insuring

the Equipment, or for paying or discharging any tax, assess-

ment, governmental charge or lien affecting the Collateral,

or for the recording, filing or refiling of this Security
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Agreement, or of any supplemental or further mortgage or
trust deed, or of any financing or continuation statements,
nor shall the Secured Party be bound to ascertain or inquire
as to the performance or observance of any covenants, condi-
tions or agreements contained herein or in the Participation
Agreement, and, except in the case of a default in the pay-
ment of the principal of, or interest or premium, if any,
on any Note or a default of which the Secured Party has
actual knowledge, the Secured Party shall be deemed to have
knowledge of any default in the performance or observance
of any such covenants, conditions or agreements only upon
receipt of written notice thereof from one of the holders
of the Notes. The Secured Party shall promptly notify all
holders of the Notes of any default of which the Secured
Party has actual knowledge. Upon receipt by the Secured
Party of such written notice from a holder of a Note, the
Secured Party shall promptly notify all other holders of
the Notes of such notice and the default referred to therein
by registered mail, postage prepaid, addressed to them at
their addresses set forth in the Register.

(b) The Secured Party makes no representation
or warranty as to the validity, sufficiency or enforceabil-
ity of this Security Agreement, the Notes, the Participation
Agreement or any instrument included in the Collateral,

or as to the value, title, condition, fitness for use of,
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or otherwise with respect to, any Equipment or Item of Equip-
ment or any substitute therefor. The Secured Party shall
not be accountable to anyone for the use or application
of any of the Notes or the proceeds thereof or for the use
or application of any property or the proceeds thereof which
shall be released from the lien and security interest hereof
in accordance with the provisions of this Security Agreement.
(c) The Secured Party may rely and shall be pro-
tected in acting or refraining from acting upon any resolu-
tion, certificate, statement, instrument, opinion, report,
notice, request, direction, consent, order, bond, note or
other paper or document believed by it to be genuine and
to have been signed or presented by the proper party or
parties.
(d) Any request, direction or authorization by
the Debtor or the Lessee shall be sufficiently evidenced
by a request, direction or authorization in writing, deli-
vered to the Secured Party, and signed in the name of the
Debtor or the Lessee, as the case may be, by its Chairman
of the Board, President, any Vice President, Treasurer or
Secretary, and any resolution of the Board of Directors
of the Debtor or the Lessee shall be sufficiently evidenced
by a copy of such resolution certified by its Secretary
or an Assistant Secretary to have been duly adopted and
to be in full force and effect on the date of such certifi-

cation and delivered to the Secured Party.
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(e) Whenever in the administration of the trust
herein provided for the Secured Party shall deem it neces-
sary or desirable that a matter be proved or established
prior to taking, suffering or omitting any action hereunder,
such matter (unless other evidence in respect thereof be
herein specifically prescribed) may be deemed to be conclu-
sively proved and established by a certificate purporting
to be signed by the Chairman of the Board, the President,
any Vice President, the Treasurer or the Secretary of the
Debtor and delivered to the Secured Party, and such certifi-
cate shall be full warrant to the Secured Party or any other
person for any action taken, suffered or omitted on the
" faith thereof, but in its discretion the Secured Party may
accept, in lieu thereof, other evidence of such fact or
matter or may require such further or additional evidence
" as it may deem reasonable.

(£) The Secured Party may consult with counsel,
appraisers, engineers, accountants and other skilled persons
to be selected by the Secured Party, and the written advice
of any thereof shall be full and complete authorization
and protection in respect of any action taken, suffered
or omitted by it hereunder in good faith and in reliance
thereon.

(g) The Secured Party shall be under no obliga-

tion to take any action to protect, preserve or enforce
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any rights or interests in the Collateral or to take any
action towards the execution or enforcement of the trusts
hereunder or otherwise hereunder, whether on its own motion
or on the request of any other person, which in the opinion
of the Secured Party may involve loss, liability or expense,
unless the Debtor or one or more holders of the Notes out-
standing shail offer and furnish reasonable security or
indemnity against loss, liability and expense to the Secured
Party.

(h) The Secured Party shall not be liable to
the holder of any Note for any action taken or omitted by
it in good faith and believed by it to be authorized or
within the discretion or rights or powers conferred upon
oit by this Security Agreement.

(i) The Secured Party shall not be bound to make
any investigation into the facts or matters stated in any
resolution, certificate, statement, instrument, opinion,
report, notice, request, direction, consent, order, bond,
note or other paper or document, unless requested in writing
to do so by the holders of not less than a majority in prin-
cipal amount of the Notes then outstanding.

(j) The Secured Party may execute any of the
trusts or powers hereunder or perform any duties hereunder
either directly or by or through agents or attorneys and

the Secured Party shall not be responsible for any miscon-

-52~



duct or negligence on the part of any agent or attorney
appointed by it with due care.

(k) The provisions of paragraphs (c) to (Jj),
inclusive, of this Section 6.2, shall be subject to the
provisions of Section 6.1 hereof.

6.3. Showings Deemed Necessary by Secured Party.

Notwithstanding anything elsewhere in this Security Agree-
ment contained, the Secured Party shall have the right,

but shall not be required, to demand in respect of withdraw-
al of any cash, the release of any property, the subjection
of any after-acquired property to the lien of this Security
Agreement, or any other action whatsoever within the purview
hereof, any showings, certificates, opinions, appraisals

or other information deemed necessary or appropriate by

the Secured Party or any Note Purchaser, in addition to

the matters by the terms hereof required as a condition
precedent to such action.

6.4. Status of Moneys Received. All moneys re-

ceived by the Secured Party shall, until used or applied
as herein provided, be held in trust for the purposes for
which they were received, but need not be segregated in
any manner from any other moneys, except to the extent re-
quired by law, and may be deposited by the Secured Party
under such general conditions as may be prescribed by law

in the Secured Party's general banking department, and,
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if and to the extent permitted by applicable law or regula-
tions of governmental authorities having jurisdiction over
the Secured Party, the Secured Party may allow interest
upon any such moneys held by it in trust at the rate gener-
ally prevailing among banks and trust companies in Chicago,
Illinois, or allowed by Secured Party upon deposits of a
similar character. The Secured Party and any affiliated
corporation may become the owner of any Note secured hereby
and be interested in any financial transaction with the
Debtor or any affiliated corporation or the Lessee or any
affiliated corporation, or the Secured Party may act as
depositary or otherwise in respect to other securities of
the Debtor or any affiliated corporation or the Lessee or
any affiliated corporation, all with the same rights which
it would have if not the Secured Party. The Secured Party
agrees that, whenever it shall be required to disburse moneys
to any Note Purchaser under the provisions hereof, it shall
do so by wire transfer of immediately available funds to

a designated location in the continental United States when-
ever such method of payment is provided for in Schedule 1
to the Participation Agreement or is requested in writing
by such Note Purchaser.

6.5. Resignation of Secured Party. The Secured

Party may resign and be discharged of the Trust hereby

created by mailing notice specifying the date when such
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if and to the extent permitted by applicable law or regula-
tions of governmental authorities having jurisdiction over
the Secured Party, the Secured Party may allow interest
upon any such moneys held by it in trust at the rate gener-
ally prevailing among banks and trust companies in Chicago,
Illinois, or allowed by Secured Party upon deposits of a
similar character. The Secured Party and any affiliated
corporation may become the owner of any Note secured hereby
and be interested in any financial transaction with the
Debtor or any affiliated corporation or the Lessee or any
affiliated corporation, or the Secured Party may act as
depositary or otherwise in respect to other securities of
the Debtor or any affiliated corporation or the Lessee or
any affiliated corporaéion, all with the same rights which
it would have if not the Secured Party. The Secured Party
agrees that, whenever it shall be required to disburse moneys
to any Note Purchaser under the provisions hereof, it shall
do so by wire transfer of immediately available funds to

a designated location in the continental United States when-
ever such method of payment is provided for in Schedule 1
to the Participation Agreement or is requested in writing
by such Note Purchaser.

6.5. Resignation of Secured Party. The Secured

Party may resign and be discharged of the Trust hereby

created by mailing notice specifying the date when such
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resignation shall take effect to the Debtor and to the hold-
ers of the Notes at their addresses set forth in the Regis-
ter. Such resignation shall take effect on the date speci-
fied in such notice (being not less than thirty days after
the mailing of such notice) unless previously a successor
secured party shall have been appointed as hereinafter pro-
vided, in which event such resignation shall take effect
immediately upon the appointment of such successor.

6.6. Removal of Secured Party. The Secured Party

may be removed and a successor secured party may be appointed
at any time by an instrument or concurrent instruments 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 the appoint-
ment of a successor secured party, to such successor secured
party.

6.7. Successor Secured Party. Each secured party

appointed in succession of the Secured Party named in this
Security Agreement, or its successor in thé trust, shall

be a trust company or banking corporation having an office
in the State of Illinois, in good standing and having a
capital and surplus aggregating at least $50,000,000, if
there be such a trust company or banking corporation qual-
ified, able and willing to accept the trust upon reasonable

or customary terms.
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6.8. Appointment of Successor Secured Party.

If the Secured Party shall have given notice of resignation
to the Debtor pursuant to Section 6.5 hereof, if notice

of removal shall have been given to the Secured Party and
the Debtor pursuant to Section 6.6 hereof, which notice
does not appoint a successor secured party, a successor
secured party may be appointed by the Debtor, or, if such
successor secured party shall not have been so appointed

or shall not have accepted such appointment within fifteen
calendar days after the giving of such notice of resignation
or the giving of any such notice or removal, as the case
may bé, a successor secured party may be appointed by the
Debtor, the holder of any outstanding Note or, upon appli-
cation of the retiring secured party by any court of com-
petent jurisdiction.

6.9. Merger or Consolidation of Secured Party.

Any company into which the Secured Party, or any successor
to it in the trust created by this Security Agreement, may
be merged or converted or with which it or any successor

to it may be consolidated or any company resulting from

any merder or consolidation to which the Secured Party or
any successor to it shall be a party (provided such company
shall be a corporation organized under the laws of the State
of Illinois or of the United States of America, having a

capital and surplus of at least $50,000,000), shall be the
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successor to the Secured Party under this Security Agree-
ment without the execution or filing of any paper or any
further act on the part of any of the parties hereto. The
Debtor covenants that in case of any such merger, consoli~
dation or conversion it will, upon the request of the merged,
consolidated or converted corporatiop, execute, acknowledge
and cause to be recorded or filed suitable instruments in
writing to confirm the estates, rights and interests of

such corporation as secured party under this Security Agree-
ment.

6.10. Convevance Upon Request of Successor Se-

cured Party. Should any deed, conveyance or instrument

in writing from the Debtor be required by any successor
secured party‘for more fully and certainly vesting in and
confirming to such new secured party such estates, rights,
powers and duties, then upon request any and all such deeds,
conveyances and instruments in writing shall be made, exe-
cuted, acknowledged and delivered, and shall be caused to
be recorded or filed, by the Debtor.

6.11. Acceptance of Appointment by Successor

Secured Party. Any new secured party appointed pursuant

to any of the provisions hereof shall execute, acknowledge
and deliver to the Debtor an instrument accepting such ap-
pointment, and thereupon such new secured party, without

any further act, deed or conveyance, shall become vested
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of its predecessor in the rights hereunder with like effect

as if originally named as secured party herein; but never-
theless, upon the written request of the Debtor or of the
successor secured party, the secured party ceasing to act
shall execute and deliver an instrument transferring to

such successor secured party, upon the trusts herein expressed,
all the estates, properties, rights, powers and trusts of

the secured party so ceasing to act, and shall duly assign,
transfer and deliver any of the property and moneys held

by such secured party to the successor secured party so

appointed in its or his place.

SECTION 7. LIMITATIONS OF LIABILITY.

(a) It is expressly understood and agreed by
and between the Debtor, the Trustor, the Secured Party and
~their respective successors and assigns that, except as
expressly provided in Section 2.2 hereof, this Security
Agreement is executed by The Connecticut Bank and Trust
Company, not individually or personally but solely as Trustee
under the Trust Agreement in the exercise of the power and
authority conferred and vested in it as such Trustee, that
each and all of the representations, warranties, undertak-
ings and agreements herein made on the part of the Debtor
are each and every one of them made and intended not as

personal representations, warranties, undertakings and agree-
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ments by The Connecticut Bank and Trust Company or the Trustor,
or for the purpose or with the intention of binding The
Connecticut Bank and Trust Company or the Trustor personal-
ly, but are made and intended for the purpose of binding
only the Trust Estate as defined in the Trust Agreement,
that this Security Agreement is executed and delivered by
The Connecticut Bank and Trust Company solely in the exer-
cise of the powers expressly conferred upon The Connecticut
Bank and Trust Company as trustee under the Trust Agreement,
that actions to be taken by the Debtor pursuant to its ob-
ligations hereunder may, in certain instances, be taken

by the Debtor only upon specific authority of the Trustor,
that nothing herein contained shall be construed as creating
any liability on The Connecticut Bank and Trust Company

or the Trustor, individually or personally, or any incor-
porator or any past, present or future subscriber to the
capital stock of, or stockholder, officer or director of,
The Connecticut Bank and Trust Company or the Trustor, to
perform any covenant either express or implied contained
herein, all such liability, if any, being expressly waived
by the Secured Party and by any person claiming by, through
or under the Secured Party, and that so far as The Connect-
icut Bank and Trust Company or the Trustor, individually

or personally are concerned, the Secured Party and any person

claiming by, through or under the Secured Party shall look
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solely to the Collateral for the performance of any obliga-
tion under any of the instruments referred to herein; pro-
vided that nothing in this Section 7 shall be construed
to limi£ in scope or substance those representations and
warranties, if any, of The Connecticut Bank and Trust Com-
pany made expressly in its individual capacity set forth
herein or in the Participation Agreement or the Trustor's
indemnification obligations under Section 7 of the Partici-
pation Agreement. Any obligation of the Debtor hereunder
may be performed by the Trustor, and any such performance
shall not be construed as revocation of the trust created
by the Trust Agreement. Nothing contained in this Security
Agreement shall restrict the operation of the provisions
of the Trust Agreement with respect to its revocation or
the resignation or removal of the Trustee thereunder.

(b) The Trustor shall have the right, but not
the obligation, at any time and from time to time to assume
in its individual capacity and without regard to the provi-
sions set forth in Section 7(a) hereof all or any portion
of the indebtedness evidenced by the Notes, in which event
the Secured Party and any holders of the Notes and any parties
claiming by, through or under the Secured Party or the holders
of the Notes will be entitled to look directly to the Trustor
for payment of the indebtedness so assumed. Any assumptions

hereunder shall be pro rata as to the principal amount of
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each Note then outstanding. Any assumption hereunder shall
be evidenced by a writing delivered to the Secured Party

and each holder of the Notes then outstanding.

SECTION 8. SUPPLEMENTAL SECURITY AGREEMENTS; WAIVERS.

8.1. Supplemental Security Agreements Without

Noteholders' Consent. The Debtor and the Secured Party

from time to time and at any time, subject to the restric-
tions in this Security Agreement contained, may enter into
an agreement or agreements supplemental hereto and which
thereafter shall form a part hereof for any one or more
or all of the following purposes:
(a) to add to the covenants and agreements
to be observed by, and to surrender any right
or power reserved to or conferred upon the Debtor;
(b) to subject to the security interest
of this Security Agreement additional property
hereafter acquired by the Debtor and intended
to be subjected to the security interest of this
Security Agreement, and to correct and amplify
the description of any property subject to the
security interest of this‘Security Agreement;
(c) to permit the qualification of this
Security Agreement under the Trust Indenture Act

of 1939, as amended, or any similar Federal stat-
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ute hereafter in effect, except that nothing here-

in contained shall permit or authorize the inclu-

sion of the provisions referred to in Section 316 (a) (2)

of said Trust Indenture Act of 1939 or any corres-

ponding provision in any similar Federal statute

hereafter in effect; or

(d) for any other purpose not inconsistent

with the terms of this Security Agreement, or

to cure any ambiguity or cure, correct or supple-

ment any defect or inconsistent provisions of

this Security Agreement or any supplement;
and the Debtor covenants to perform all requirements of
any such supplemental agreement. No restriction or obli-
gation imposed upon the Debtor may, éxcept as otherwise
provided in this Security Agreement, be waived or modified
by such supplemental agreements, or otherwise.

8.2. Waivers and Consents by Noteholders; Sup-

plemental Security Agreements with Noteholders' Consent.

Upon the waiver or consent of the holders of at least 66-2/3%
in aggregate principal amount of the Notes (a) the Debtor

may take any action prohibited, or omit the taking of any
action required, by any of the provisions of this Security
Agreement or any agreement supplemental hereto, or (b) the
Debtor and the Secured Party may enter into an agreement

or agreements supplemental hereto for the purpose of adding,
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changing or eliminating any provisions of this Security
Agreement or of any agreement supplemental hereto or modi-
fying in any manner the rights and obligations of the hold-
ers of the Notes and the Debtor; provided, that no such
waiver or supplemental agreement shall (i) impair or affect
the right of any holder to receive payments or prepayments
of the principal of and payments of the interest and prem-
ium, if any, on its Note, as therein and herein provided,
without the consent of such holder, (ii) permit the creation
of any lien or security interest with respect to any of

the Collateral, without the consent of the holders of all
the Notes at the time outstanding, (iii) effect the depri-
vation of the holder of any Note of the benefit of the se-
curity interest of this Security Agreement upon all or any
part of the Collateral without the consent of such holder,
(iv) reduce the aforesaid percentage of the aggregate prin-
cipal amount of Notes, the holders of which are required

to consent to any such waiver or supplemental agreement
pursuant to this Section, without the consent of the holders
of all of the Notes at the time outstanding, or (v) modify
the rights, duties or immunities of the Secured Party, with-
out the consent of the holders of all of the Notes at the
time outstanding.

8.3. Notice of Supplemental Security Agreements.

Promptly after the execution by the Debtor and the Secured
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Party of any supplemental agreement pursuant to the provi-
sions of Section 8.1 or 8.2 hereof, the Secured Party shall
give written notice, setting forth in general terms the
substance of such supplemental agreement, together with

a conformed copy thereof, by registered mail, postage pre-
paid, to each holder of the Notes. Any failure of the Se-
cured Party to give such notice, or any defect therein,
shall not, however, in any way impair or affect the wvalidity
of any such supplemental agreement.

8.4 Opinion of Counsel Conclusive as to Supple-

mental Security Agreements. The Secured Party is hereby

authorized to join with the Debtor in the execution of any
such supplemental agreement authorized or permitted by the
terms of this Security Agreement and to make the further
agreements and stipulations which may be therein contained,
and the Secured Party and each Note Purchaser shall receive
an opinion of counsel as conclusive evidence that any supple-
mental agreement executed pursuant to the provisions of

this Section 8 complies with the requirements of this Sec-

tion 8.

SECTION 9. MISCELLANEOQUS.

9.1. Registration and Execution. The Notes shall

be registered as to both principal and interest and shall

be signed in the name and on behalf of the Debtor by its
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President or one of its Vice Presidents or any other autho-
rized officer of the Debtor, and its corporate seal shall

be affixed or imprinted thereon and attested by one of its
officers. 1In case any officer of the Debtor whose signature
shall appear on any of the Notes shall cease to be such
officer of the Trustee before the Notes shall have been
issued and delivered by the Debtor or shall not have been
acting in such capacity on the date of the Notes, such Notes
shall be adopted by the Debtor and be issued and delivered
as though such person had not ceased to be or had then been
such officer of the Debtor.

9.2. Payment of the Notes. (a) Subject to Sec-

tion 2.3 hereof and Section 2.3 of the Lease, the principal
or premium, if any, and interest on the Notes shall be pay-
able by wire transfer of immediately available funds, to
Secured Party, at the address provided in Section 9.10 or
as the Secured Party shall otherwise designate, and in the
case of all holders of the Notes, to such bank or trust
company in the continental United States for the account

of suéh holder as the holder shall designate to the Debtor
from time to time in writing, and if no such designation

is in effect, by check, duly mailed, by certified or regis-
tered mail, postage prepaid, or delivered to such holder at
its address appearing on the Register as defined in Section

9.3. All payments so made shall be valid and effectual to
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satisfy and discharge the liability upon such Note to the ex-
tent of the sums so paid. Each holder (or the person for
whom such holder is a nominee) by its acceptance of any Notes
agrees that, before selling, transferring or otherwise dis-
posing of such Note, it will present such Note to the Debtor
for transfer and notation as provided in Sections 9.4 and 9.5.

(b) All amounts constituting payment of the in-
stallments of rental under the Lease or Casualty Value re-
ceived by the Secured Party and applied on the Notes pur-
suant to Section 4 hereof shall be valid and effectual to
satisfy and discharge the liability upon such Notes to the
extent of the amounts so received and applied.

9.3 The Register. The Secured Party will keep

at its principal corporate trust office a register for the
registration and transfer of Notes (herein called the "Regis-
ter"). The names and addresses of the holders of the Notes,
the transfers of the Notes and the names and addresses of

the transferees of all Notes shall be registered in the
Register.

9.4. Transfers and Exchanges of Notes; Lost or

~Mutilated Notes. (a) The holder of any Note may transfer

such Note upon the surrender thereof at the principal cor-
porate trust office of the Secured Party, whereupon the
Debtor shall execute in the name of the transferee a new

Note or Notes in denominations not less than $50,000 in
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aggregate principal amount equal to the unpaid principal
amount of the Note so surrendered and deliver such new Note
or Notes to the Secured Party for delivery to such trans-
feree.

(b) The holder of any Note or Notes may surrender
such Note or Notes at the principal corporate trust office
of the Secured Party, accompanied by a written request for
a new Note or Notes in the same aggregate principal amount
as the then unpaid principal amount of the Note or Notes
so surrendered and in denominations of $50,000 or such amount
in excess thereof as may be specified in such request.
Thereupon, the Debtor shall execute in the name of such
holder a new Note or Notes in the denomination or denomi-
nations so requested and in an aggregate principal amount
equal to the aggregate unpaid principal amount of the Note
or Notes so surrendered and deliver such new Note or Notes
to such holder.

(c) All Notes presented or surrendered for ex-
change or transfer shall be accompanied (if so required
by the Secured Pérty) by a written instrument or instruments
of assignment or transfer, in form satisfactory to the Se-
cured Party, duly executed by the registered holder or by
its attorney duly authorized in writing. The Debtor and
the Secured Party shall not be required to make a transfer
or an exchange of any Note for a period of ten days preced-

ing any installment payment date with respect thereto.
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(d) No notarial act shall be necessary for the
transfer or exchange of any Note pursuant to this Section
9.4, and the holder of any Note issued as provided in this
Section 9.4 shall be entitled to any and all rights and
privileges granted under this Security Agreement to a holder
of a Note.

(e) In case any Note shall become mutilated or
be destroyed, lost or stolen, the Debtor, upon the written
request of the holder thereof, shall execute and deliver
a new Note in exchange and substitution for the mutilated
Note, or in lieu of and substitution for the Note so destroyed,
lost or stolen. The applicant for a substituted Note shall
furnish to the Debtor and the Secured Party such security
or indemnity as may be required by them to save each of
them harmless from all risks, and the applicant shall also
furnish to the Debtor evidence to its satisfaction of the
mutilation, destruction, loss or theft of the applicant's
Note and of the ownership thereof; provided, however, that
no such security, indemnity or evidence shall be required
from a Note Purchaser. In case any Note which has matured
or is about to mature shall become mutilated or be destroyed,
lost or stolen, the Debtor may, instead of issuing a substi-
tuted Note, pay or authorize the payment of the same (with-
out surrender thereof except in the case of a mutilated

Note), if the applicant for such payment shall furnish to
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the Debtor and the Secured Party such security or indemnity
as the Debtor may require to save it harmless, and shall
furnish evidence to the satisfaction of the Debtor of the
mutilation, destruction, loss or theft of such Note and

the ownership thereof; provided, however, that no such secu-
rity, indemnity or evidence shall be required from a Note
Purchaser.

9.5. The New Notes. (a) Each new Note (herein,

in this Section 9.5, called a "New Note") issued pursuant
to Section 9.4 (a), (b) or (e) in exchange for or in substi-
tution or in lieu of an outstanding Note (herein, in this
Section 9.5, called an "Old Note") shall be dated the date
of such 01d Note. The Secured Party shall mark on each

New Note (i) the dates to which principal and interest have
been paid on such 0ld Note, (ii) all payments and prepay-
ments of principal previously made on such 01d Note which
are allocable to such New Note, and (iii) the amount of
each installment payment payable on such New Note. Each
installment payment payable on such New Note on any date
shall bear the same proportion to the installment payment
payable on such 0l1d Note on such date as the original prin-
cipal amount of such New Note bears to the original aggre-
gate principal amount of such 0ld Note. Interest shall

be deemed to have been paid on such New Note to the date

on which interest shall have been paid on such 0l1ld Note,
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and all payments and prepayments of principal marked on
such New Note, as provided in clause (ii) above, shall be
deemed to have been made thereon.

(b) Upon the issuance of a New Note pursuant
to Section 9.4(a), (b) or (e), the Debtor may require the
payment of a sum to reimburse it for, or to provide it with
funds fo£, the payment of any tax or other governmental
charge or any other charges and expenses connected therewith
which are paid or payable by the Debtor.

(c) All New Notes issued pursuant to Section 9.4 (a),
(b) or (e) in exchange for or in substitution or in lieu
of 01d Notes shall be valid obligations of the Debtor evi-
dencing the same debt as the 01d Notes and shall be entitled
to the benefits and security of this Security Agreement
to the same extent as the 01ld Notes.

(d) Upon the issuance of any Note pursuant to
this Security Agreement, the Debtor shall prepare and de-
liver to the Secured Party a copy of an amortization sched-
ule with respect to such Note setting forth the amount of
the installment payments to be made on such Note after the
date of issuance thereof and the unpaid principal balance
of such Note after each such installment payment. The Se-
cured Party shall deliver, or send by registered mail, post-
age prepaid, one copy of the applicable schedule to the

holder of such Note at its address set forth in the Register.
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9.6. Cancellation of Notes. All Notes surren-

dered for the purpose of payment, redemption, transfer or
exchange shall be delivered to the Secured Party for can-
cellation or, if surrendered to the Secured Party, shall
be cancelled by it, and no Notes shall be issued in lieu
thereof except as expressly required or permitted by any
of the provisions of this Security Agreement.

9.7. Registered Owner. The person in whose name

any Note shall be registered shall be deemed and treated

as the owner thereof for all purposes of this Security Agree-
ment, and neither the Debtor nor the Secured Party shall

be affected by any notice to the contrary. Payment of or

on account of the principal of, premium, if any, and inter-
est on such Note shall be made only to or upon the order

in writing of such registered owner. For the purpose of

any request, direction or consent hereunder, the Debtor

may deem and treat the registered owner of any Note as the
owner thereof without production of such Note.

9.8. Successors and Assigns. Whenever any of

the parties hereto is referred to such reference shall be
deemed to include the successors and assigns of such party;
and all the covenants, promises and agreements in this Se-
curity Agreement contained by or on behalf of the Debtor
or by or on behalf of the Secured Party, shall bind and
inure to the benefit of the respective successors and as-

signs of such parties whether so expressed or not.
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9.9. Partial Invalidity. Any provision of this

Security Agreement which is prohibited or unenforceable

in any jurisdiction shall, as to such jurisdiction, be in-
effective to the extent of such prohibition or unenforce-
ability without invalidating the remaining provisions here-
of, and any such prohibition or unenforceability in any
jurisdiction shall not invalidate or render unenforceable
such provision in any other jurisdiction.

9.10. Communications. All communications pro-

vided for herein shall be in writing and shall be deemed

to have been given (unless otherwise required by the speci-

fic provisions hereof in respect of any matter) when deli-

vered personally or when deposited at any United States

main or branch post office, registered or certified mail,

postage prepaid, addressed as follows:

If to the Debtor: The Connecticut Bank and Trust Company

One Constitution Plaza
Hartford, Connecticut 06115

Attention: Corporate Trust Department

(with a copy of such notice to the
Trustor)

If to the Trustor: Hillman Manufacturing Company
Post Office Box 510
Brownsville, Pennsylvania 15417
Attention: Secretary
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If to the Secured
Party:

If to a Note
Purchaser or
another holder
of Notes:

Continental Illinois National Bank
and Trust Company of Chicago
231 South La Salle Street
Chicago, Illinois 60693
Attention: Corporate Trust Department

(with a copy to:

Bach Note Purchaser and

Itel Corporation, Equipment Finance
Division

One Embarcadero Center

San Francisco, California 94111

Attention: Contract Administration)

At either the address set forth in
Schedule 2 to the Participation Agree-
ment or the address for notices set
forth in the Register

or to any such party at such other address as such party

may designate by notice duly given in accordance with this

Section to the other parties.

9.11. Release.

The Secured Party shall release

this Security Agreement and the security interest granted

hereby by proper instrument or instruments upon presentation

of satisfactory evidence that all indebtedness secured here-

by has been fully paid or discharged.

9.12. Governing Law. This Security Agreement

and the Notes shall be construed in accordance with and

governed by the laws of the State of Illinois; provided,

however, that the Secured Party shall be entitled to all
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the rights conferred by any applicable Federal statute,
rule or regulation.

9.13. 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.

9.14. Headings. Any headings or captions pre-

ceding the text of the several Sections hereof are intended
solely for convenience of reference and shall not constitute
a part of this Security Agreement, nor shall they affect
its meaning, construction or effect.

IN WITNESS WHEREOF, the Debtor has caused this
Security Agreement to be executed, and Secured Party in
evidence of its acceptance of the trusts hereby created,
has caused this Security Agreement to be executed on its

behalf by one of its authorized Officers and its corporate
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seal to be hereunto affixed, and said seal and this Security
Agreement to be attested by one of its authorized Officers,

as of the day and year first above written.

THE CONNECTICUT BANK AND TRUST
COMPANY, not in its individual
capacity but solely as Trustee

[ SEAL]

~ ,
‘ Aﬁthofijjg/efficer
ATTEST:

/;iﬁggif/;bd Offlcer

CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO, not
in its individual capacity but
solely as Security Trustee

}‘ f v /
[ SEAL] By . Sy (/ I S
Authorlzed Offlc%#

ATTEST:

\\<X’3;MQ Offi
(| i

\
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STATE OF CONNECTICUT )
COUNTY OF HARTFORD ; 58

Oon this 20?5 day of [ﬁpceaAHééy , 1978, before
me personally appeared [5mnal;/é; _j;;,‘7l , to me person-
ally known, who being by me duly sworn, says that he is
an authorized officer of THE CONNECTICUT BANK AND TRUST
COMPANY, that one of the seals affixed to the foregoing
instrument is the corporate seal of said corporation, that
instrument was signed and sealed on behalf of said corpora-
tion by authority of its Board of Directors, and he acknowl-
edged that the execution of the foregoing instrument was

the free act and deed of said corporation.

S ’
- ~ -

o o // 5ﬁﬂf”:/—,/
ejigg/”/é;%‘L~ M%V/ ”éi%4¢¢a44/

Notary Public

-]
NOTARIAL SEALL BARBARA 5. KACICH

NOTARY PUBLIC

N . MY COMMISSION EXPIRES MARCH 31, 1982
My commission expires:
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STATE OF ILLINOIS )
) SS
COUNTY OF COOK )

On this /% day of ’5‘1@; @@V‘V?Z“/, 1978, before
me personally appeared DONALD W. ALFVIN » to me person-
ally known, who being by me duly sworn, says that he is
an Authorized Officer of CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY, that one of the seals affixed to the
foregoing instrument is the seal of said national banking
association, that said instrument was signed and sealed
on behalf of said national banking association by authority
of its Board of Directors, and he acknowledged that the
execution of the foregoing instrument was the free act and

deed of said national banking association.

/Af; Zl o

Notary Publﬂd

[ NOTARIAL SEAL]

My commission expires: December g, 1931
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Number of
Installment

AMORTIZATION SCHEDULE

(Payment Required Per $1,000,000 Principal Amount
of 11% Notes Issued by Debtor)

Portion Allocated
to Interest

Portion Allocated
to Principal

27500.00
27498.98
27497.94
27293.24
27082.92
26866.81
26644.75
26416.60
26182.16
25941 .28
25693.78
25439 .47
25178.16
24909.67
24633.80
24350.34
24059.09
23759.82
23452.33
23136.38
22811.74
22478 .17
22135.43
21783.27
21421.42
21049.62
20667.59
20275.06
19871.74
19457.32
19031.51
18593.99
18144.43
17682.51
17207.89
16720.22
16219.14
15704.27
15175.25
14631.68

37.00
38.02
7443.49
7648.19
7858 .51
8074.62
8296.68
8524.83
8759.27
9000.15
9247.65
9501.96
9763.27
10031.76
10307.63
10591.09
10882.34
11181.61
11489.10
11805.05
12129.69
12463.26
12806.00
13158.16
13520.01
13891.81
14273.84
14666.37
15069.69
15484.11
15909.92
16347.44
16797.00
17258.92
17733.54
18221.21
18722.29
19237.16
19766.18
20309.75

SCHEDULE I
(to Security Agreement-Trust Deed)

Total
Payment

27537.00
27537.00
34941.43
34941.43
34941.43
34941.43
34941 .43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.32
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43



Number of

Portion Allocated

Installment to Interest
4] 14073.16
42 13499.29
43 12909.63
44 12303.75
45 11681.22
46 11041.56
47 10384.32
48 9708.99
49 9015.10
50 8302.13
51 7569.55
52 6816.82
53 6043.39
54 5248.70
55 4432.15
56 3593.14
57 2731.06
58 1845.28
59 935,14

1046734.15

Portion Allocated
to Principal

20868.27
21442.14
22031.80
22637.68
23260.21
23899.87
24557.11
25232.44
25926.33
26639.30
27371.88
28124.61
28898.04
29692.73
30509.28
31348.29
32210.37
33096.15
34004.93

1000000.00

Total
Payment

34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34941.43
34940.07

2046734.15



Number

of Items

285

DESCRIPTION OF EQUIPMENT

Identifying Mark
Description and Numbers

100-ton Covered Hopper ROCK 80100

Cars through
ROCK 801284
both inclusive

SCHEDULE 2
(to Security Agreement-Trust Deed)



THE CONNECTICUT BANK AND TRUST COMPANY, not in
its individual capacity but solely as Trustee
11% SECURED NOTE, DUE 1979-1994

NO . R-

$ » 1978

FOR VALUE RECEIVED, the undersigned, THE CONNECTICUT
BANK AND TRUST COMPANY, not in its individual capacity but
solely as trustee (the "Trustee") under a Trust Agreement
dated as of November 20, 1978 (the "Trust Agreement”") with
Hillman Manufacturing Company (the "Trustor"), promises

to pay to

or registered assigns, the principal sum of

DOLLARS ($ )
together with interest from the date hereof until maturity
at the rate of 11% per annum (computed on the basis of a
360-day year of twelve 30-day months) on the unpaid prin-
cipal hereof. One installment of interest only shall be
payable on May 15, 1979, and thereafter principal and inter-
est hereon shall be payable in 60 consecutive substantially
equal quarterly installments due on the fifteenth day of
each February, May, August, and November, commencing August 15,

1979, with a final maturity of August 15, 1994, with inter-

EXHIBIT A



est on overdue principal and (to the extent legally enforce-
able) on overdue interest at the rate of 12% per annum after
maturity, whether by acceleration or otherwise, until paid.
Both the principal hereof and interest hereon are payable
to the registered holder hereof in coin or currency of the
United States of America which at the time of payment shall
be legal tender for the payment of public and private debts.
This Note is one of an authorized issue of 11%
Notes (the "Notes") of the Trustee, in an aggregate princi-
pal amount, not exceeding $7,381,500, issued under and pur-
suant to the Participation Agreement dated as of November 20,
1978 (the "Participation Agreement") among the Trustee,
the Trustor, William M. Gibbons, Trustee of the Property
of Chicago, Rock Island and Pacific Railroad Company (the
"Lessee"), Continental Illinois National Bank and Trust
Company of Chicago, as security trustee (the "Secured Party")
and The Prudential Insurance Company of America, Bankers
Life Insurance Company of Nebraska, American Mutual Life
Insurance Company, and Southern Life & Health Insurance
Company, and is also issued under, and equally and ratably
with said other Notes secured by, that certain Security
Agreement-Trust Deed dated as of November 20, 1978 (the
"Security Agreement") from the Trustee to the Secured Party.
Reference is made to the Security Agreement (a copy of which

is on file with the Secured Party) and all supplements and
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amendments thereto executed pursuant to the Security Agree-
ment for a more complete description of the Collateral,

the nature and extent of the security and rights of the
Secured Party, the holder or holders of the Notes and of
the Trustee in respect thereof.

Certain prepayments may be made on this Note at
the option of the Trustee and certain prepayments are re-
quired to be made on this Note and any other Notes outstand-
ing under the Security Agreement. The Trustee agrees to
make the required prepayments on the Notes in accordance
with the provisions of the Security Agreement.

The terms and provisions of the Security Agreement
and the rights and obligations of the Secured Party and
the rights of the holders of the Notes may be changed and
modified to the extent permitted by and as provided in the
Security Agreement.

This Note is a registered Note and is transferable
only by surrénder thereof at the principal office of the
Secured Party, duly endorsed or accompanied by a written
instrument of transfer, duly executed by the registered
holder of this Note or his attorney duly authorized in writ-
ing, subject to the terms of the Security Agreement.

This Note and the Security Agreement are governed
by and construed in accordance with the laws of the State

of Illinois.



It is expressly understood and agreed by and be-
tween the Trustee, the Trustor and the holder of this Note
and their respective successors and assigns that this Note
is executed by The Connecticut Bank and Trust Company, not
individually or personally but solely as Trustee under the
Trust Agreement in the exercise of the power and authority
conferred and vested in it as such Trustee (and The Connect-
icut Bank and Trust Company hereby warrants that acting
pursuant to the Trust Agreement it possesses full power
and authority to enter into and perform this Note), that
each and all of the representations, warranties, undertak-
ings and agreements herein made on the part of the Trustee
are each and every one of them made and intended not as.
personal representations, warranties, undertakings and agree-
ments by the Trustee or the Trustor, or for the purpose
or with the intention of binding the Trustee or the Trustor
personally, but are made and intended for the purpose of
binding only the Trust Estate as defined in the Trust Agree-
ment, that nothing herein contained shall be construed as
creating any liability on The Connecticut Bank and Trust
Company, the Trustee or the Trustor, individually or person-
ally, or any incorporator or any past, present or future
subscriber to the capital stock of, or stockholder, officer
or director of The Connecticut Bank and Trust Company or

the Trustor, to perform any covenant either express or im-



plied contained herein, all such liability, if any, being
expressly waived by the holder of this Note and by each

and every person now or hereafter claiming by, through or
under the holder of this Note, and that so far as the Trustee
or the Trustor, individually or personally are concerned,

the holder of this Note and any person claiming by, through
or under such holder shall look solely to the Collateral

as defined in the Security Agreement for the performance

of any obligation under this Note; provided that nothing

in this paragraph shall be construed to limit in scope or
substance those representations, warranties, undertakings

and agreements of The Connecticut Bank and Trust Company,

if any, in its individual capacity expressly set forth in

the Participation Agreement and the Security Agreement or

the indemnification obligations of the Trustor expressly

set forth in the Participation Agreement. The term "Trustee"
as used in this Note shall include any trustee succeeding

the Trustee as trustee under the Trust Agreement or the
Trustor if the trust created thereby is revoked. Any obliga-
tion of the Trustee hereunder may be performed by the Trustor,
and any such performance shall not be construed as revoca-
tion of the trust created by the Trust Agreement. Nothing
contained in this Note shall restrict the operation of the
provisions of the Trust Agreement with respect to its revo-
cation or the resignation or removal of the Trustee here-

under.



o SR OIS nEAY

IN WITNESS WHEREOF, the Trustee has caused this

Note to be duly executed.

THE CONNECTICUT BANK AND TRUST
COMPANY, not in its individual
capacity but solely as
Trustee

By

Authorized Officer

NOTICE:

THIS NOTE HAS NOT BEEN REGISTERED PURSUANT TO

THE SECURITIES ACT OF 1933 OR UNDER THE SECURITIES
LAWS OF ANY STATE. THE NOTE MAY NOT BE OFFERED
OR SOLD UNLESS IT IS REGISTERED UNDER THE APPLI-
CABLE SECURITIES LAWS OR UNLESS AN EXEMPTION FROM
SUCH REGISTRATION IS AVAILABLE.



