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RECORDATION NO._5 [ L; Flled & Recraiing
SECURITY AGREEMENT - TRUST DEED ‘ ) i :
JUN.L51SM)ﬂl:9AM

INTERSTATF MMMERIF. YIMMISSION

SECURITY AGREEMENT-TRUST DEED (the "Security Agreement')
dated as of June 1, 1970, from W, H, RUSKAUP and BEN MAUSHARDT,
Co-Trustees under a Trust Agreement dated as of April 1, 1970 (the
"Debtor"), whose Post Office address 1is 633 Battery Street,

San Franciscof California 94111 to WELLS FARGO BANK, N.A., as
Trustee (the "Secured Party"), having its principal office at
475 Sansome - Street, San Francisco, California 94120,

RECITALS:

A. The Debtor and each of the institutional lenders
(the "Lenders") named in the following schedule have entered into
separate and several Loan Agreements dated as of April 1, 1970
(the "Loan Agreements") providing for the several commitments of
the Lenders to make loans to the Debtor from time to time on or
before June 15, 1972, not exceeding the aggregate principal amount
for each Lender, respectively, set forth in the following schedule
to bte evidenced by 9% Secured Notes (the "Notes'") of the Debtor,
sald Notes to bear interest at the rate of 9% per annum prior to
maturity and to mature in 49 semi-annual installments including both
prircipal and interest with a final installment payable not later
than June 15, 1997, and to be otherwise substantially in the
form attached as Exhibit 1 to said Loan Agreements:

Institutional ILender Amount

State of California State Teachers!

Retirement System $3,269,760
State of California Public Employees!

Retirement System $3,269,760
New Ycrk State Common Retirement Fund $2,000,000

B. The Notes and all principal thereof and interest
(an¢ premium, if any) thereon and all additional amounts and other
sums at any time due and owing from or required to be paild by the
Debtor under the terms of the Notes, this Security Agreement or the
Loar. Agreements are hereinafter sometimes referred to as "indebted-
ness hereby secured".

(U. C. Trust No. 1)




C. All of the requirements of law 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
securlty of the Notes have been done and performed.

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 1is
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 conditions in the Note and i1n this Security Agreement and in the
Loan Agreements contained, does hereby convey, warrant, mortgage,
assign, pledge, grant the Secured Party, its successors in trust
and essigns, a security interest 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 and 1.2 hereof
(all of which properties hereby mortgaged, assigned and pledged or
Intended so to be are hereinafter collectlively referred to as the
"Collateral"),

Section 1.1. Raillroad Equipment Collateral. Collateral
includes the railroad equipment described in Schedule 1 attached
hereto and made a part hereof (hereinafter referred to collectively
as the "Equipment" and individually as "Item of Equipment')
constituting Equipment leased and delivered under that certain
Lease of Railroad Equipment dated as of April 1, 1970 (the
"Lease") between the Debtor, as Lessor, and Union Carbide Corporation,
a New York corporation, as Lessee (the "Lessee"); together with all
accessories, equipment, parts and appurtenances appertaining or
attached to any of the Equipment herelnabove described, whether
now owried or hereafter acquired, and all substitutions, renewals
or replacements of and additions, improvements, accessions and
accumulations to any and all of said Equipment together with all the
rents, 1ssues, income, profits and avails therefrom,

Sectlon 1.2. Rental Collateral., Collateral also
includes the Lease and all rents and other sums due and to become
due the Debtor thereunder including any and all extensions or
reneéwals thereof insofar as the same cover or relate to the
Equipment (excepting and reserving, however, the initial install-
ment. of Periodic Rent); it being the intent and purpose thereof
that the assignment and transfer to the Secured Party of said rents
and other sums due and to become due under the Lease shall be
effective and operative immediately and shall continue in full force
and effect and the Secured Party shall have the right to collect
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and recelve said rents and other sums for application in accordance
with the provisions of Section 4 hereof at all times during the
pericd from and after the date of this Security Agreement until the
indebtedness hereby secured has been fully paid and discharged.

Section 1,3, Exceptions to Security Interest. The
Security Interest granted by this Section I 18 subject to (a) the
right, title and interest of the Lessee under the Lease (including,
withcut limitation, the right of the Lessee to remove certain
parts, accessories, equipment or devices without accounting
therefor pursuant to Section 8 of the Lease and the right of the
Lessee to receive certain proceeds and mileage allowances pursuant
to Sections 11.5 and 17.2 of the Lease), and (b) the lien of
current taxes and assessments not in default, or, if delinquent,
the validity of which is being contested in good faith.

Section 1.4, Duration of Securlty Interest., The
Secured Party, Its successors in trust, and assligns shall have and
hold the Collateral forever, without preference, priority or
distinction of any Note over any other Note by reason of priority
in the time of 1ssue, sale, negotiation, date of maturity thereof
or otherwise for any cause whatsoever; provided always, however,
that such security interest is granted upon the express condition
that if the Debtor shall pay or cause to be paid all the indebtedness
hereby secured and shall observe, keep and perform all the terms
and conditions, covenants and agreements herein and in the Loan
Agreements and the Notes contained, then these presents and the
estate hereby granted and conveyed shall cease and this Security
Agreement shall become null and vold; otherwise to remain in full
force and effect.

SECTION 2. COVENANTS AND WARRANTIES OF THE TRUST.

The Debtor covenants, warrants and agrees as follows:

Section 2.1, Debtor's Duties. The Debtor covenants and
agrees well and truly to perform, abide by and to be governed and
restricted by each and all of the terms, provisions, restrictions,
covenants and agreements set forth in the Loan Agreements, and in
€ach 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 Loan Agreement were fully set
out in an amendment or supplement to this Security Agreement.

Section 2,2, Warranty of Title. The Debtor has the
right, power and authority under the Trust Agreement to grant a
Securlity interest in the Collateral to the Secured Party for the
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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 the right, title and interest of the Lessee under
the Lease and of persons claiming by, through or under the Lessee),

Section 2.3, Further Assurances., The Debtor will, at
its own expense, 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 1n the Collateral, 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 and to become due under the Lease the Debtor covenants and
agrees that 1t will notify the Lessee of such assignment pursuant
to Section 16 of the Lease and that, subject to the exceptions and
reservations referred to in Section 1.2 hereof, it will direct the
Lessee to make all payments of such rents and other sums due and
to become due under the Lease directly to the Secured Party or as
the Secured Party may direct. The Debtor further agrees that prior
to or concurrently with each subsequent Closing Date, if any,
referred to in the Loan Agreement the Debtor will execute and
deliver a supplement to this Security Agreement satisfactory in
form and content to the Secured Party specifically describing as
part of the Collateral all Items of Equipment sold and delivered to
the Debtor and accepted by the Lessee under the Lease subsequent
to the date of this Security Agreement or the last preceding
Supplement executed and delivered by the Debtor pursuant to this
Section; and the Debtor will file and record such Supplement
bursuant to Section 20c of the Interstate Commerce Act.

Section 2.4, After-acquired Property. Any and all

property described or referred to in the granting clauses hereof
and not excepted from the Security Interest hereof by Section 1.3
which is hereafter acqulred 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

ﬁo mo?ify or change the obligation of the Debtor under Section 2.3
ereof,

Section 2.5. Recordation and Filing. The Debtor will
cause thils 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 its own expense in such
manner and in such places as may be required by law in order fully
to preserve and protect the rights of the Secured Party hereunder,
and wlll at its own expense furnish to the Secured Party promptly
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after the execution and delivery of this Security Agreement and of
eéach supplemental Security Agreement an opinion of counsel stating

that in the opinion of such counsel this Security Agreement or such
Supplement, as the case may be, has been properly recorded or filed
for record so as to make effective of record the security interest

intended to be created hereby,

Section 2.6, Modifications of the Lease., The Debtor

will not:

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

~ (b) receive or collect or permit the receipt or
collection of any rental payment under the Lease prior to the
date for the payment thereof provided for by the Lease or
assign, transfer or hypothecate (other than to the Secured
Party hereunder) any rent payment then due or to accrue in
the future under the Lease 1n respect of the Equipment except
that this restriction shall not apply to the 1nitial installment
of Periodic Rent under the Lease; or

(c) sell, mortgage, transfer, assign or hypothecate
(other than to the Secured Party hereunder or to any successor
Trustee under the Trust Agreement referred to above) 1ts
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,

The Secured Party by its acceptance hereof, and the Lenders by their
acceptance of the Notes, agree that they will not unreasonably
withhold their consent to such amendments or modifications of this
Securlty Agreement or the Lease as may be necessary and reasonable
to facilitate the timely issuance by the Internal Revenue Service

of the rulings referred to in Section 6.1 of the Loan Agreement,
provided, however, that the Lenders may in their sole discretion
withhold consent to any such amendment or modification which would
impair their rights or the rights of the Secured Party under the
Loan Agreements, the Notes, this Security Agreement or the Lease.

Section 2.7. Power of Attorney in respect of the Lease.
Debtor does hereby irrevocably constitute and appoint the Secured
Party, 1ts true and lawful attorney with full power of substitution,
for it and in 1ts name, place and stead, to ask, demand, collect,
recelve, recelpt for, sue for, compound and give acquittance for
any and all rents, income and other sums which are assigned under
Section 1.1 and Section 1.2 hereof with full power to settle,
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adjust or compromise any claim thereunder as fully as the Debtor
could 1tself 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 or take any other actlon or
proceedings, either in its own name or in the name of the Debtor
or otherwise, which the Secured Party may deem necessary or appro-
priate to protect 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.

SECTION 3, POSSESSION, USE AND RELEASE OF PROPERTY,

Section 3.1. Possession of Collateral, While the Debtor
is not in default hereunder 1t 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 wilth
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 understood
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,

Section 3,2, Release of Equipment., So long &s no
default referred to in Section 14 of the Lease has occurred and
is continuing to the knowledge of the Secured Party, the Secured
Party shall execute a release in respect of any Item of Equipment
designated by the Lessee for settlement pursuant to Section 11 of
the Lease upon receipt of: (1) written notice from the Lessee
designating the Item of Equipment in respect of which the Lease will
terminate and (1i) settlement by the Lessee for such Item of Equip-
ment in compliance with Section 11 of the Lease,

Section 3.3. Release of Equipment - Consent of Noteholders.
In addition to The sale, exchange or release pursuant to foregoing
Section 5.2, the Debtor may sell or otherwlse dispose of any Equip-
ment ther. subject to the lien of this Security Agreement, and the
Secured Farty shall release the same from the lien hereof to the
extent and on the terms and upon compliance with the conditions
provided for in any written consent given thereto at any time or
from time to time by the holder or holders of the indebtedness
hereby secured,

Section 3.4. Release of Equipment - Expiration of Term.
So long as no default referred to in Section 14 of the Lease has
occurred and 1s continuing to the knowledge of the Secured Party,
the Secured Party shall execute a release in respect of any Item of
Equipment in the event that (1) the Note or Notes issued to finance
the acquisition of such Item have been fully pald and discharged and
(11) the term of the Lease for such Item has explred by lapse of tlme.

Section 3.5. Protection of Purchaser. No purchaser in
good faith of property 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,
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in good faith, of any item or unit of the Collateral be under
obligation to ascertain or 1lnquire 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,

Section 4,1, Application of Rents, As more fully set
forth in Sectlion 1.2 hereof the Debtor has hereby granted to the
Secured Party a security interest in rents, 1issues, profits,
income and other sums due and to become due under the Lease in
respect of the Equipment as security for the Notes. For convenience
in administration of the security, each Note will 1list the Certifi-
cates of Acceptance (the "Certificates") covering the particular
Ttems of Equipment financed with the proceeds of such Note., So
long as no event of default as defined in Section 5 hereof has
occurred and is continuing:

(a) The amounts from time to time recelved by the
Secured Party which constitute payment of the installments
of Periodic Rent under the Lease for Equipment described in
each Certiflicate, respectively, 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
Note or Notes listing such Certificate, which have matured
or will mature on or before the due date of the installments
of Periodic Rent which are received by the Secured Party,
and second, the balance, if any, of such amounts shall be
pald to or upon the order of the Debtor within 30 days after
the receipt of such amounts by the Secured Party; and

(b) The amounts from time to time receilved by the
Secured Party which constitute settlement by the Lessee of
the "Casualty Value" or the "Termination Value" of an Item
of Equipment described in any Certificate pursuant to
Section 11 of the Lease shall be paid and applied on the
Note or Notes listing such Certificate, all to such manner and
in such amounts so that after giving effect to such application
and the release of the Item of Equipment from the Lease and lien
of this Security Agreement:

(1) the aggregate principal amount remaining unpaid
on such Note or Notes does not exceed the "Present Value



of Rents" as hereinafter defined in respect of all
other Equipment which then remains subject to the
Lease and the security interest of this Security
Agreement;

(1i1) each of the remaining installments of such

Note or Notes shall be reduced 1n the proportion that
the principal amount of the prepayment bears to the
unpaid principal amount of such Note or Notes
immediately prior to the prepayment,

Any amounts in excess of the "Present Value of Rents" as
nerelnafter defined in respect of any Item of Equipment
for which settlement is made by the Lessee pursuant to
Section 11 of the Lease shall be released to or upon the
order of the Debtor within thirty days after the receipt
thereof by the Secured Party.

Section 4,2, Multiple Notes, If, at the time any
applicatlion Is made pursuant to Section 4.1 a Certificate is lilsted
in more than one Note, the application shall be made on the several
Notes listing the Certificate ratably 1n accordance with the
principal amount remaining unpaid thereon and on the installments
of each Note, respectively, in the manner provided for by
paragraphs (a) and (b) of Section 4,1,

Taa e

Section 4.3. Present Value of Rent. 1ne term "Present
Value of Rents" for any item of Equipment shall mean as of any date
an amount equal to the aggregate Periodic Rent in respect of such
Item (after deducting from the second through the seventeenth install-
ments thereof an amount equal to 0.67175% of the total cost of such
Item) reserved for the balance of the term originally provided for
in the Lease and remaining unpaid as of the close of business on
such date, discounted on the basls of a 9% per annum interest
factor compounded semi-annually to the respective dates on which
the Periodic Rent 1is payable, with all such discounts to be com-
puted on the basls of a 360-day year of twelve 30-day months.

Section 4.4, Default. If an event of default referred
to in SectIon 5.1 hereof has occurred and is continuing, all amounts
recelved by the Secured Party pursuant to Section 1.2 hereof shall
be applied in the manner provided for in Section 5 in respect of
proceads and avalls of the Collateral.

SECTION 5. DEFAULTS AND CTHER PROVISIONS.

Section 5.1, Events of Default. The term "event of
default"™ 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 otherwlse, and any such default shall
cortinue unremedied for flve calendar days; or

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

(¢) Default on the part of the Debtor or the Agent
in the due observance or performance of any covenant or
agreement to be observed or performed by it under this
Security Agreement or the Loan Agreements, and such default
shall continue unremedled for fifteen calendar days after
viritten notice from the Secured Party to the Debtor
specifying the default and demanding the same to be remedied;
or

(d) Any representation or warranty made herein or in
the Loan Agreements or in any report, certificate, financial
or other statement furnished in connection with thils Security
Lgreement, the Lease or the Loan Agreements, or the
transactions contemplated thereby shall prove to be false or
misleading in any material respect as of the date of the
1ssuance or making thereof and shall not be made good within
thirty days after notice thereof from the Secured Party to
the Debtor; or

(e) Any claim, lien or charge (other than the Lease and
liens, charges, and encumbrances which the Lessee 1s obligated
to discharge under Section 9 of the Lease) shall be asserted
agalnst or levied or imposed upon the Equipment which is
prior to or on a parity with the security interest granted
hereunder, and such claim, lien or charge shall not be
cischarged or removed within fifteen calendar days after
written notice from the Secured Party or the holder of any
Note to the Debtor and the Lessee demanding the discharge
or removal thereof,

Section 5,2. Secured Party's Rights., Debtor agrees that
when any "event of default™ as deflined in sald Section 5.1 has
occurred and 1s continulng, but subject always to Section 7 hereof,
the Secured Party shall have the rights, 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 California
(regardless of whether such Code or a law similar thereto has been
enacted 1n a jurlsdiction wherein the rights or remedies are
asserted) and without limiting the foregoing may exercise any one
or more or all, and in any order, of the remedies hereinafter set
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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 additlon
to every other remedy given hereln or now or hereafter existing at
law or in equity or by statute,

(a) The Secured Party may, by notice in writing to the
Debtor, declare the entire unpaid balance of the Notes to
te immediately due and payable; and thereupon all such unpaid
balance, together with all accrued Ilnterest thereon, shall be
and become immediately due and payable;

(b) Subject always to the then existing rights, 1if any,
¢f the Lessee under the Lease, the Secured Party personally
or by agents or attorneys, shall have the right (subject to
compliance with any applicable mandatory legal requirements)
to take immediate possession of the Collateral, or any portion
thereof, and for that purpose may pursue the same wherever 1t
may be found, and may enter any of the premises of the Debtor,
with or without notice, demand, process of law or legal
Erocedure, and search for, take possession of, remove, keep
an? store the same, or use and operate or lease the same until
sold;

(c) Subject always to the then existing rights, if any,
cf the Lessee under the Lease, the Secured Party may, if at
the time such action may be lawful and always subject to
compliance with any mandatory legal requirements, either with
c¢r without taking possessilon and either before or after taking
possesslion, and without 1instituting any legal proceedings
whatsoever, and having first given notice of such sale by
registered mail to the Debtor once at least ten days prior to
the date of such sale, and any other notice which may be
required by law, sell and dispose of said 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
Cr on credit and on such terms as the Secured Party may
determine, and at any place (whether or not it be the location
cf the Collateral or any part thereof) designated in the
notice above referred to, Any such sale or sales may be
adjourned from time to time by announcement at the time and
place appointed for such sale or sales, or for any such
adjourned sale or sales, without further published notice,
and the Secured Party or the holder or holders of the Notes,
cr of any interest therein, may bid and become the purchaser
at any such sale;

(d) Subject always to the then existing rights, if any,

cf the Lessee under the Lease, the Secured Party may proceed
to protect and enforce this Security Agreement and sald Notes
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by suit or suits or proceedings 1n equlty, at law or in
bankruptcy, and whether for the specific performance of any
covenant or agreement herein contained or in execution or

ald 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 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
applicable law; and

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

arty.

Section 5,3, 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 of making settlement for or payment of
the purchase price, shall be entitled to turn in and use the Note
or Notes and any claims for interest matured and unpaid thereon,
in order that there may be credited as pald on the purchase price
the sum apportionable and applicable to the Notes including princi-
pal and iInterest 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,

Section 5.4, Wailver by Debtor, The Debtor covenants
that it will not at any Time insist upon or plead, or in any manner
whatsoever claim or take any benefit or advantage of, any stay or
eéxtension law now or at any time hereinafter in force, nor claim,
take nor insist upon any benefit or advantage of or from any law
now or hereafter 1n force providing for the valuation or appraise-
ment of the Collateral or any part thereof, prior to any sale or
sales thereof to be made pursuant to any provision herein contained,
or to the decree, judgment or order of any court of competent
jgrisdiction; nor, after such sale or sales, claim or exerclse 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 hereby expressly walves for itself and on behalf of
each and every perscn, except decree or judgment creditors of the
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Debtor acquiring any interest in or title to the Collateral or any
part thereof subsequent to the date of this Security Agreement, all
beneflt and advantage of any such law or laws, and covenants that
it will not invoke or utilize any such law or laws or otherwise
hinder, delay or impede the execution of any power hereiln 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,

: ~Section 5,5. Effect of Sale. Any sale, whether under
any power of sale hereby glven or by virtue of judicial proceedings,
shall operate to divest all right, title, interest, 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).

Section 5.6. Application of Sale Proceeds. The purchase
money proceeds and/or avails of any sale of the Collateral, or
any part hereof, and the proceeds and the avails of any remedy
hereunder shall be paid to and applied as follows:

(a) To the payment of costs and expenses of foreclosure
cr sult, 1f any, and of such sale, and of all proper expenses,
liability and advances, including legal expenses and attorneys'
fees, incurred or made hereunder by the Secured Party, or the
holder or holders of the Note, and of all taxes, assessments
¢r liens superior to the lien of these presents, except any
taxes, assessments or other superior lien subject to which
fald sale may have been made;

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

(c) To the payment of the surplus, if any, to the Debtor,
1ts successors and assigns, or to whomsoever may be lawfully
entitled to receive the same,

Section 5.7. Discontinuance of Remedies. 1In case the
Secured Party shall have proceeded Lo enforce any right under
this Security Agreement by foreclosure, sale, entry or otherwise,
and such proceedings shall have been discontinued or abandoned
for any reason or shall have been determined adversely, then and
in every such case the Debtor, the Secured Party and the holders
of the Notes shall be restored to theilr former positions and rights
hereunder with respect to the property subject to the security
interest created under this Security Agreement.
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Section 5.8, Cumulative Remedies, No delay or omission
of the Secured Party or of the holder of any Note to exercise any
right or power arising from any default on the part of the Debtor,
shall exhaust or impair any such right or power or prevent its
exercise during the continuance of such default. No walver 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 1is intended to be exclusive of any other remedy but each
and every remedy shall be cumulative and in addition to any and
every other remedy glven hereunder or otherwise existing; nor shall
the giving, taking or enforcement of any other or additional
security, collateral or guaranty for the payment of the 1lndebtedness
secured under this Security Agreement operate to prejudice, waive
or affect the security of thils Security Agreement or any rights,
powers or remedles 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 security, collateral or guaranties,

SECTION 6. THE SECURED PARTY,

Section 6,1, (a) Except during the continuance of an
event of default:

(1) the Secured Party undertakes to perform such
duties and only such dutles as are specifically set
forth in thils Security Agreement, and no implied covenants
or obligations shall be read 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 certificates or opinions furnished
to the Secured Party and conforming to the requirements
of this Security Agreement; but in the case of any such
certificates or opinions which by any provision hereof
are speclfically 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 Security Agreement.

(b) In case an event of default has occurred and is
continuing, the Secured Party shall exercise such of the
rights and powers vested in it by this Security Agreement, 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 Securlty 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 1limit
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;

(3) the Secured Party shall not be liable with
respect to any action taken or omitted to be taken by it
in good faith in accordance with the direction of the
holders of a majority in principal amount of the Notes
outstanding relating to the time, method and place of
¢onducting any proceeding for any remedy available to
the Secured Party, or exercising any trust or power
conferred upon the Secured Party under this Security
Agreement; and

(4) no provision of this Security Agreement shall
require the Secured Party to expend or risk its own funds
or otherwise incur any financial liability in the perfor-
mance of any of its duties hereunder, or in the exercise
of any of its rights or powers, if 1t shall have reasonable
grounds for believing that repayment of such funds or
adequate indemnity against such risk or liability 1s not
reasonably assured to it.

(d) Whether or not therein expressly so provided, every
provision of this Security Agreement relating to the conduct
cr affecting the lilability of or affording protection to the
Secured Party shall be subject to the provisions of this Section.

Section 6.2, The Secured Party shall be entitled to
reasonable compensation for all services rendered in and about the
administration of the trusts herein provided for and in and about
foreclosure, enforcement or other protection of this Security .
Agreement or the lien hereof, and the Debtor agrees to pay such
compensation and to indemnify the Secured Party against any
liability or damages incurred or sustained by it under this Security
Agreement, Without limiting the foregolng the Secured Party shall
have a lien for such compensation and indemnity, as well as for all
out -of -pocket expenses and counsel fees and court costs incurred by
the Secured Party in any foreclosure, enforcement or other protection
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of this Security Agreement or the lien hereof, on the Collateral
and the trust estate prior to the lien for the benefit of the Notes.

Section 6.3. The Secured Party shall not be responsible
for any recitals herein or in the Loan Agreements or for insuring
the Collateral, or for the recording, filing or refiling of this
Security Agreement, or of any supplemental or further mortgage or
trust deed, nor shall the Secured Party be bound to ascertain
or inquilre as to the performance or observance of any covenants,
conditions or agreements on the part of the Debtor contained herein
or in the Loan Agreements, and the Secured Party shall be deemed to
have knowledge of any default on the part of the Debtor in the
performance or observance of any such covenants, conditlons or
agreements only upon receipt of written notice thereof from one of
the Lenders; provided, however, that upon receipt by the Secured
Party of such written notice from a Lender, the Secured Party shall
promptly notify all other Lenders of such notice and the default
referred to thereiln,

Section 6.4, Notwithstanding anything elsewhere 1in this
Security Agreement contained, the Secured Party shall have the
right, but shall not be required to demand in respect of withdrawal
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 showlngs,
certificates, opinions, appraisals or other informatlon by the
Secured Party deemed necessary or appropriate in addition to the
matters by the terms hereof required as a condition precedent to
such actilon,

Section 6.5. All moneys received 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 required 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 the Secured Party
shall be under no liability for interest on any moneys received by
1t hereunder. The Secured Party and any affillated corporation
may beccme the owner of any Note secured hereby and be interested
in any financial transaction with the Debtor or any affiliated
corporation, or the Secured Party may act as depositary or other-
wise in respect to other securities of the Debtor or any affiliated
corporation, all with the same rights which 1t would have if not
the Secured Party,

-15-



Section 6.6. The Secured Party may resign and be
discharged of the trusts hereby created by gilving notice specifying
the date when such resignation shall take effect to the Debtor and
to the holders of the Notes named in the Loan Agreements. Such
resignation shall take effect on the day specified in such notice
(being not less than thirty days after the first mailing of such
notice) unless previously a successor trustee shall have been
appointed as hereinafter provided, in which event such resignation
shall take effect immediately upon the appointment of such
successor,

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

Each trustee appointed in succession of the Secured Party
named in this Security Agreement, or 1ts successor in the trust,
shall be a trust company or banking corporation having an office
in the City of San Francisco, California, in good standing and
having a capital and surplus aggregating at least $10,000,000, 1f
there be such a trust company or banking corporation qualified,
ible and willing to accept the trust upon reasonable or customary

erms,

Section 6.7. Any company into which the Secured Party,
or ary 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 merger or consolidation to which the Secured Party or any
successor to 1t shall be a party (provided such company shall be a
corporation organized under the laws of the State of California or
of the United States of America, having a capital and surplus of at
least $10,000,000), shall be the successor to the Secured Party
under this Security Agreement 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,
consolidation or conversion it will, upon the request of the merged,
consolidated or converted corporation, execute, acknowledge and
cause to be recorded or filed sultable instruments in writing to
confirm the estates, rights and interests of such corporation as
trustee under this Security Agreement,

Section 6.8. Should any deed, conveyance or instrument
in writing from the Debtor be required by any successor trustee
for more fully and certainly vesting in and confirming to such new
trustee such estates, rights, powers and duties, then upon request
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any and all such deeds, conveyances and instruments in writling
shall be made, executed, acknowledged and delivered, and shall be
caused to be recorded and/or filed, by the Debtor.

Section 6.9, Any new trustee appointed pursuant to any of
the provisions hereof shall execute, acknowledge and deliver to the
Debtcr an instrument accepting such appointment; and thereupon
such new trustee, without any further act, deed or conveyance,
shall become vested with all the estates, properties, rights,
powers and trusts of its predecessor in the rights hereunder with
like effect as if originally named as Secured Party herein; but
nevertheless, upon the written request of the Debtor or of the
successor trustee, the trustee ceasing to act shall execute and
deliver an instrument transferring to such successor trustee, upon
the trusts hereln expressed, all the estates, properties, rights,
powers and trusts of the trustee so ceasing to act, and shall duly
assign, transfer and deliver any of the property and moneys held
by such trustee to the successor trustee so appointed in 1ts or
his place, ‘

SECTION 7. LIMITATIONS OF LIABILITY.

Anything in this Security Agreement, the Loan Agreements,
the Notes, the Lease, any certificate, opinlon or document of
any nature whatsoever to the contrary notwithstanding, nelther
the Secured Party nor the holder of any Note nor their respective
successors or assigns shall have any claim, remedy or right to
proceed (at law or in equity) against the Debtor in thelr fidu-
ciary capacity or in their respective individual capacities (except
for thelr gross negligence or willful misconduct) or against the
Trustor (the "Trustor") under the Trust Agreement referred to
in the introductory paragraph of this Security Agreement or against
United States Leasing International, Inc., for the payment of any
deficiency or any other sum owing on account of the indebtedness
evidenced by the Notes or for the payment of any liability re-
sulting from the breach of any representation, agreement or warranty
of any nature whatsoever from any source other than the Collateral;
and the Secured Party by its acceptance of trusts hereunder and
the holders of the Notes by acceptance thereof waive and release
any personal liability of the Debtor both in their fiduciary -
capacity and in their respective individual capacities, the Trustor
and United States Leasing International, Inc., for and on account
of such indebtedness or such 1iability and the Secured Party and
the hclders of the Notes agree to look solely to the Collateral
for the payment of said indebtedness or the satisfaction of such
liability; provided, however, nothing herein contained shall 1limit,
restrict or impair (1) the rights of the Secured Party to accel-
erate the maturity of the Notes upon a default thereunder; to
bring suit and obtain a judgment against the Debtor on the Notes
(provided that neither the Debtor in their fiduciary capacity or
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their respective individual capacities nor the Trustor nor United
Staves Leasing International, Inc., shall have any personal lia-
bility on any such Judgment and the satisfaction thereof shall be
limited to the Collateral, 1ncluding any interest therein of the
Debtor, the Trustor or United States Leasing International, Inc.)
or, subject to the terms and conditions of the Lease, to foreclose
the llen of this Security Agreement or otherwise realize upon the
Collateral, including the right to proceed against the Lessee
under the Lease, or (ii) the general corporate obligation and
liability of United States Leasing International, Inc. in its
individual capacity for damages in the event of any breach of the
representation and warranty contained in the last sentence of
paragraph 3 of any Closing Certificate delivered pursuant to Sec-
tion 4.2 of the Loan Agreements to the extent such representation
and warranty pertains to the mathematical adequacy of the Periodic
Rent under the Lease to meet principal and interest on the Notes.

SECTION 8. MISCELLANEOUS,

Section 8,1. 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, premises and agreements in this Security Agreement con-
tained 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 assigns of such parties whether so expressed or not,

Section 8.2, Partial Invalidity. The unenforceability
or invalidify of any provislon or provislons of this Security
Agreement shall not render any other provision or provisions herein
contained unenforceable or invalid, provided that nothing contained
in thils Sectlon 8.2 shall be construed to be in derogation of any
rights or immunlties of the Debtor in their fiduclary capacity or
in thelr respective individual capacities or the Trustor or United
States Leasing International, Inc., under Section 7 hereof, or to
amend or modify any limitations or restrictions of the Secured Party
or the holder of any Note or their respective successors or assigns
under said Section 7.

Section 8.3. Communications, All communications provided
for herein shall be In writing and shall be deemed to have been given
(unless otherwise required by the specific provislons hereof 1in
respect of any matter) when delivered personally or when deposited in
gthUnited States mail, registered, postage prepaid, addressed as

ollows:

If to the Debtor: Trustees under U, C, Trust No. 1
¢/o United States Leasing
International, Inc.
633 Battery Street
San Francisco, California 94111

If to the Secured Party: Wells Fargo Bank, N.A.
475 Sansome Street
San Francisco, California 94120

Attention: Corporate Trust Departmen
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or to the Debtor or the Secured Party at such other address as the
Debtor or the Secured Party may deslignate by notice duly given in
accordance with this Section to the other party.

Section 8,4, Release, The Secured Party shall release
this Security Agreement and the securlty interest granted hereby by
proper instrument or instruments upon presentation of satisfactory
evidence that all indebtedness secured hereby has been fully paild
or discharged.

Section 8.5, Counterparts. This Security Agreement may
be executed, acknowledged and dellvered in any number of counterparts,
each of such counterparts constituting an original but all together
only one Security Agreement,

Section 8.6. Headings. Any headings or captions
preceding the text of the several sections hereof are intended
solely for convenlence 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 WELLS FARGO BANK, N.A., 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 Vice
Presidents and its corporate seal to be hereunto affixed, and said
seal and this Security Agreement to be attested by one of its

Assistant Secretaries, all as of the day and year first above
written,

N s
not Individually but sol®ly as

Trustee under U. C. Trust No. 1
as aforesald

Y 4&/
//qa/%%Zaw%Qw
not individually but solely as
Trustee under U. C. Trust No., 1
as aforesalid

DEBTOR

(Corporate Seal) WELLS FARGO BANK, N,A,,
As Trustee i;f@foresaid

Attest:

e

Its Aigijtant Secretar

esident

SECURED PARTY
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STATE OF CALIFORNIA §
SS
CITY AND COUNTY OF SAN FRANCISCO

On this &%“lj day of 5;60%4 , /970 , vefore me
personally appeared W. H RUSpLn , to me known to
be the person described in and who executed the foregoing instrument
and he acknowledged that he executed the same as hls free act and

deed,.

(SEAL) ZQ%ML&/ % %«wﬁ&w
7

My commission expires.
MY o bo e bateh NGV SRR

STATE OF CALIFORNIA §
SS
CITY AND COUNTY OF SAN FRANCISCO
on this’éfé%%J day of K , /7206 , before me
personally appeared o i , to me known to

be the person described 1n and who executed the foregoing Instrument

and he acknowledged that he executed the same as his free act and
deed,

(SEAL) LQ’?MLLL y [/Lam&({ﬂ&??

My commission expires:

STATE OF CALIFORNIA
SS
CITY AND COUNTY OF SAN FRANCISCO
Oon this'CALQJ day of Mecnu x/ ,/9$20 , before me
perscnally appeared E & 2 1.2, to be personally

known, who being by me duly sworn, says that he isA?%esident of
WELLS FARGO BANK, N.A., that one of the seals affixed to the fore-
golng instrument is the corporate seal of said corporation, that
saild instrument was signed and sealed on behalf of said corporation
by authority of its Board of Directors, and he acknowledges that
the execution of the foregoing instrument was the free act and deed
of sald corporation,

/
( SEAL) ZQ&H O K %MZ/{@;@/

My commission explres:




SCHEDULE I

192 5250 cu. ft. lined covered hopper
cars, Car Numbers RAIX 60000 thru RAIX
60191

25 20,000 gal. 111A60ALW, coiled in-
sulated, Car Numbers RAIX 9000 thru
RAIX 9024

183 20,000 gal. 111A100W, coiled in-
sulated, Car Numbers RAIX 6000 thru
RAIX 6182

20 43,000 gal. 111A100W-1, non-coiled,
non-insulated, Car Numbers RAIX 4300
thru RAIX 4319

40 10,000 gal. 111A100W-1, coiled, in-
sulated, Car Numbers RAIX 5000 thru
RAIX 5039

15 10,000 gal. 111A100W-1, coiled, in-
sulated, Car Numbers RAIX 5040 thru
RAIX 5054




