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SECURITY AGREEMENT

THIS SECURITY AGREEMENT dated as of March 31, 1975 among
Continental Illinois National Bank and Trust Company of Chicago, as
Trustee (hereinafter, together with its successors and assigns, called
“Owner Trustee”’) under a Trust Agreement dated as of the date hereof
(hereinafter called the “Trust Agreement”) with Manufacturers Hanover
Leasing Corporation and Old Kent Bank and Trust Company (herein-
after, together with their respective successors and assigns permitted.by
the Trust Agreement, called collectively “Owners” and individually an’
“Owner”’), and Mellon Bank, N.A., as Trustee (hereinafter, together with
its successors and assigns, called “Securlty Trustee”)

WITNESSETH:

(a) Owner Trustee, Owners, Security Trustee, West Penn Power Com-
pany (hereinafter called “Lessee”) and the loan participants named in Ap-
pendix I thereto (hereindfter called the “Loan Pa.rtlclpants”) are entermg
into a-Finance Agreement dated as of the date hereof (herema.fter called
the “Finance Agreement”) providing for the several commitments of
Owners and the Loan Participants to participate in the Purchase Price
(a8 defined in the Purchase Agreements referred to below) of the Equip-
ment referred to below, such participations of the Loan Participants to be’
evidenced by Owner Trustee’s 97%% Equipment Trust Notes (hereinafter
called the “Notes”); the Notes are to be secured by this Agreement, to be .
‘subject to prepayment as herein provided and to be substantially in the
form set forth in Section 2.02. ’ :

(b) Owner Trustee and Lessee propose to enter into purchase
- agreements dated as of the date hereof with, respectively, Thrall Car
Manufacturing Company (hereinafter called “Thrall”) and Bethlehem
Steel Corporation-(hereinafter called “Bethlehem”), in each case provid- -
ing for the purchase by Owner Trustee of certain new standard-gauge -
railroad equipment. Thrall and Bethlehem are hereinafter called collec-
tively “Builders” and individually a “Builder”. Such purchase agree-
nients are to be substantially in the form of Exhibit B to the Finance
Agreement and are hereinafter called the “Purchase Agreéments”.
The railroad equipment to be purchased by Owner Trustee pursuant to
the Purchase Agreements is hereinafter called the “Equlpment” provided,
however, that such term shall not include any unit excluded from the Pur-,
chase Agreements in accordance with the terms thereof.. T R I
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(¢) The proceeds from the sale of the Notes will be applied by Owner
Trustee toward the purchase of units of the Equipment, which units are
more particularly described in Annex A to this Agreement.

(d) Owner Trustee and " Lessee are entering into a lease of ra.llroad
equipment dated as of the date hereof (hereinafter called the “Lease”), in
substantially the form of Exhibit D to the Finance Agreement, pursuant
to which Owner Trustee will lease the Equipment to Lessee.

NOW, THEREFORE, Qwner Trustee, in consideration of the premises
and intending to be legally bound hereby, and in order to secure the
payment of the principal, interest and premium, if any, on the Notes
according to their tenor and effect and to secure the payment of all other
indebtedness secured hereby and the performance and observance of all
the covenants and conditions contained in the Notes, this Agreement and
the Finance Agreeinent, does hereby grant, bargain,'sel‘l, transfer, convey,
assign, pledge and hypothecate unto Security Trustee, its successors in
trust and assigns, forever, and grants to Security Trustee, its successors
in trust and assigns, forever, a first security interest in, all and singular
the following described properties, rights, interests and privileges (herein-
after sometimes referred to as the “Trust Estate”):

" DIVISION I

All the Equipment described in Annex A hereto and which is leased
or to be leased under the Lease, together with all accessories, equip-
.ment, parts and appurtenances appertaining or attached to any of
such Equipment, whether now owned or hereafter acquired, and all

. substitutions, renewals and replacements of and additions, im-
provements, accessions and accumulations to any and all of such
Equipment, together with all the rents, 1ssues, mcome, profits and

"'ava.lls thereof.

, DIVISION II

All rlght title, interest, claims and demands of Owner Trustee, as
lessor, in, to and under the Lease, including all extensions of the term
of the Lease, together with all rlghts powers, privileges, options and
other benefits of Owner Trustee, as lessor, under the Lease, lncludmg,
without hmltatlon, (1) the immediate and continuing’ rlght to receive

-and collect all rents, income, revenues, issues, casualty payments, in-
surance proceeds, condemnatlon awards and other payments, tenders
and security now or hereafter payable to or receivable by the lessor
under the Lease pursuant thereto (other than payments due to
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Owner Trustee or Owners pursuant to Sections 6, 10 and 17) and (ii)
the right to make all waivers and agreements, to give all notices, con-
sents and releases, to take all action upon the happening of a Default
or an Event of Default specified in the Lease and to do any and all
other things whatsoever which Owner Trustee as lessor is or may
become entitled to do under the Lease; it being the intent and pur-
pose hereof that this assignment and transfer to Security Trustee
shall be effective and operative immediately and shall continue in full
force and effect, and Security Trustee shall have the right to collect
and receive said rents and other sums for application in accordance
with the provisions of this Agreement, at all times until the indebted-
ness secured hereby has been fully paid and discharged.

DIVISION III.

All right, title, interest, claims and demands of Owner Trustee in,
to and under Section 5 of the Purchase Agreements, together with all
rights, powers, privileges, options and other benefits of Owner
Trustee thereunder, including, without limitation, the immediate and
continuing right to receive and collect all indemnity and other
payments now or hereafter payable to or receivable by Owner Trus-
tee under such Section 5, it being the intent and purpose hereof that
this assignment and transfer to Security Trustee shall be effective
and operative immediately and shall continue in full force and effect,
and Security Trustee shall have the right to collect and receive said
indemnity and other payments for application in accordance with the
provisions of this Agreement, at all times until the indebtedness
secured hereby has been fully paid and discharged.

TO HAVE AND TO HOLD the Trust Estate unto Security Trustee,
its successors and assigns, forever; IN TRUST, NEVERTHELESS, upon
the terms and trusts herein set forth, for the equal and proportionate ben-
efit, security and protection of all present and future Holders of the Notes
without preference, priority or distinction of any Note over any other
Note by reason of priority of the time of issue, sale, registration of
transfer or otherwise for any cause whatsoever; provided always, how-
ever, that these presents are upon the express condition that if Owner
Trustee shall pay or cause to be paid all the indebtedness secured hereby
and shall observe, keep and perform all the terms, conditions, covenants
and agreements herein and in the Notes contained, then these presents
and the estate hereby granted and conveyed shall cease and this
Agreement shall become null and void; otherwise this Agreement shall
remain in full force and effect.
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ARTICLE 1
INTERPRETATIONS

SECTION 1.01. Definttions. In this Agreement, unless the context other-
wise requires:

(a) The term “this Agreement”’means this instrument as originally
executed or as it may from time to time be supplemented or amended
by one or more agreements supplemental hereto entered into pur-
suant to the applicable provisions hereof;

(b) All references in this Agreement to designated ““Articles”, “Sec-
tions” and other subdivisions are to the designated Articles, Sections
and other subdivisions of this Agreement; the words “herein”, “here-
of” and “hereunder” and other words of similar import refer to this
Agreement as a whole and not to any particular Article, Sectlon or

-other subdivision;

(¢) The terms defined in this Article I have the meanings assigned
‘to them in this Article I and include the plural as well as the singular;

(d) All the agreements or instruments hereinafter defined shall
mean such agreements or instruments as the same may from time to
time be supplemented or amended or the terms thereof waived or
modified to the extent permitted by, and in accordance with, the
terms thereof and of this Agreement;

(e) All accounting terms not otherwise defined herein have the
meanings assigned to them in accordance with generally accepted ac-
counting principles at the date hereof; and

(f) The following terms shall have the following meanings for all
purposes of this Agreement:

Bethlehem, Buzilder, Builders, Equipment, Finance Agreement, Lease,

Lessee, Loan Participants, Notes, Owner, Owner Trustee, Owners, Pur-

. chase Agreements, Security Trustee, Thrall, Trust Agreement and Trust
Estate shall have the meanings defined above.

Basic Rent, Casualty Occurrence, Casualty Value and Interim Rent
shall have the meanings defined in the Lease.

Business Days, Closing Date and Purchase Price shall have the
meanings defined in the Purchase Agreements.

Affiliate of any Person means any Person directly or indirectly own-
ing or controlling or having the right to vote at least 20% of any class
of voting shares of such Person, or directly or indirectly controlled by
or under common control with such Person.
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" Control (including the terms “controlling”, “controlled by” and
- “under common control with”) means the possession, directly or indi-
rectly, of the power to direct or cause the direction of the man-
agement or policies of a Person whether through the ownership of
voting stock, by contract or otherwise.

Corporate Trust Office means the corporate trust office of Security
Trustee at Mellon Square, Pittsburgh, Pennsylvania 15230 or such
other principal office of Security Trustee as Security Trustee or any
successor trustee shall have designated by notice to Owner Trustee
pursuant to the provisions of Section 13.04.

Default means any event which, after the giving of notice, demand
and/or lapse of time, would become an Event of Default.

Directive means an instrument in writing executed in one or more
counterparts by the Holders of Notes representing not less than
66%% of the unpaid principal balance of the Notes then Outstanding
directing Security Trustee to take action as specified therein or oth-
erwise advising Security Trustee or others.

Event of Default has the meaning established in Section 8.01.

Lien hereof means the security interest and all other right, title and
interest created or granted to Security Trustee pursuant to this
Agreement.

Noteholders or Holders means the Persons in whose names the Notes
are registered from time to time on the Note register referred to in
Section 2.09.

Outstanding when used with respect to Notes means, as of the date
of determination, all Notes theretofore issued and delivered by
Owner Trustee and secured by this Agreement, except (i) Notes
theretofore cancelled by Security Trustee or delivered to Security
Trustee for cancellation, (ii) Notes or portions thereof for the
payment of which Security Trustee holds (and has notified the
Holders thereof that it holds) in trust for that purpose an amount
sufficient to make full payment thereof when due and (iii) Notes in
exchange for or in lieu of which other Notes have been issued and
delivered pursuant to this Agreement; provided, however, that in de-
termining whether the Holders of the requisite principal amount of
Notes Outstanding have given any request, demand, authorization,
direction, notice, consent or waiver hereunder, Notes owned by an
Owner, Owner Trustee, Lessee or any Affiliate of any thereof shall be
disregarded and deemed not to be Outstanding unless all of the Notes
are at the time owned by Owners, Owner Trustee, Lessee or any
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Affiliate of any thereof, as the case may be, except that, in determin-
ing whether Security Trustee shall be protected in relying upon any
such request, demand, authorization, direction, notice, consent or
waiver, only Notes which Security Trustee knows to be so owned

" shall be so disregarded. Notes owned by an Owner, Owner Trustee,
Lessee or any Affiliate of any thereof which have been pledged in
good faith may be regarded as Outstanding if the pledgee establishes

" to the satisfaction of Security Trustee the pledgee’s right so to act
with respect to such Notes and that the pledgee, if not the pledgee of
all of the Notes, is not an Owner, Owner Trustee, Lessee or an
Affiliate of any thereof.

Person means an individual, a corporation, a partnership, a govern-
ment or any department or agency thereof, a trustee or any unincor-
porated organization.

Special Counsel for the Loan Participants means Messrs. Sidley &
Austin or such other counsel as may be specified from time to time in
a Directive. :

Trustee’s Expenses means the compensation of Security Trustee in
accordance with Section 9.02 and any and all liabilities, obligations,
losses, damages, penalties, taxes (other than income, gross receipts or
similar taxes based on or measured by any fees or other compensation
received by Security Trustee for services rendered hereunder),
claims, actions, suits, costs, expenses and disbursements (including
legal fees and expenses) of whatsoever kind and nature imposed on,
incurred by or asserted against Security Trustee, or any of its succes-
sors, assigns, agents or servants, in any way relating to or arising out
of this Agreement or the ownership, delivery, lease, possession, use,
operation, condition, sale or other disposition of the Trust Estate or

. any part thereof (including, without limitation, claims indemnified
against by Lessee under Sections 6 and 10 of the Lease or on account
of latent and other defects, whether or not discoverable by Owners,
Owner Trustee, Security Trustee or Lessee, and any claim for patent,
trademark or copyright infringement), or in any way relating to or
arising out of the administration of the Trust Estate or the action or
inaction of Security Trustee under this Agreement other than those
resulting from wilful misconduct or negligence on the part of Security
Trustee, together, in each case where expense has been incurred by
Security Trustee, with interest at the rate of 10%4% per annum from
the date such expense was incurred to the date of reimbursement.

SECTION 1.02. Section Headings. The division of this Agreement into
Articles and Sections, the provision of a table of contents hereto and the
insertion of headings are for convenience of reference only and shall not
affect the construction or interpretation of this Agreement.
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SECTION 1.03. Applicable Law. This Agreement shall be deemed to have
been made under and shall be governed by the laws of the Commonwealth
of Pennsylvania in all respects, including matters of 'cdnstructipn, validity
and performance. '

ARTICLE II

_ IssUE, PAYMENT, REGISTRATION, TRANSFER,
EXCHANGE AND OWNERSHIP OF NOTES

_ SECTION 2.01. Authorization of Notes; Denominations. The maximum
aggregate principal amount of Notes which may be issued by Owner
Trustee and authenticated and secured under this Agreement shall be
~ .$4,158,499.80 at any one time outstanding, except as provided in Section
' . 2.08and Section 2.10. Except for a Note issued to any Holder holding an
‘aggregate principal amount of less than $100,000, Notes shall be issued
-only in denominations of $100,000 or more. '

SECTION 2.02. Form of Notes. The Notes and the certificate of authen-
tication of Security: Trustee thereon shall each be substantially in the re-
spective forms set forth below, and the Notes shall bear the legend set
forth in Section 2.11 to the extent required thereby:

[FORM OF NOTE]

Any transfer of this Note ts subject to the investment representation on
the part of the registered holder; transfer may not be made tn violation of
the registration provisions of the Securities Act of 1933, as amended, or
the Trust Indenture Act of 1939, as amended; and transfer may be made

* only upon compliance with the requirements of Section 2.11 of the Secu-
rity Agreement referred to herein.

CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST
h COMPANY OF CHICAGO

OWNER TRUSTEE UNDER TRUST AGREEMENT DATED
AS OF MARCH 31, 1975

9%% EQUIPMENT TRrusT NOTE DUE JUNE 17, 1990
(WEeST PENN POWER COMPANY, LESSEE)

CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST COMPANY
oF CHICAGO, a national banking association, as trustee (hereinafter
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. called “Owner Trustee”’) under a Trust Agreement dated as of March
31, 1975 (hereinafter called the “Trust Agreement”) with Manufac-
turers Hanover Leasing Corporation and Old Kent Bank and Trust
Company (heremafter called collectively “Owners”), for va.lue
received, hereby promlses topayto...............: e daedin
........................................ , or registered assigns,
but only from the funds desxgnated below, the principal sum of
....................... Dollars (8...:......)in lawful money of
the United States of America, together with interest in such money
on the amount of said principal sum remaining unpaid from time to
time from the date of this Equipment Trust Note until due at.the
rate of 974% per annum. Interest only shall be payable hereunder on
June 17 and December 17 in each year, commencing June 17,-1975

and ending June 17, 1980, and thereafter principal and interest shall - e

be payable hereunder in 20 semi-annual installments on June 17 and
December 17 in each year; commencing December 17, 1980 and end-
ing June 17, 1990, such installments to be consecutive level payments
of principal and interest, except that the last such payment shall be
in an amount sufficient to discharge the accrued interest on, and all
unpaid prineipal of, this Equipment Trust Note in full. Owner Trus-
tee has furnished or promptly will furnish to the holder of this Equip-
ment Trust Note a schedule of payments reflecting -the dates and
amounts of principal and interest payments to be made on this
Equipment Trust Note. To the extent permitted by applicable law,
this Equipment Trust Note shall bear interest at the rate of 10%4%
per annum on any part of the principal hereof or premium, if any, or
interest hereon not paid when due for any period when the same shall
be overdue. All interest payments shall be computed on the basis of a
360-day year of twelve 30-day months. :

All payments of principal, premium, if any, and interest to be made
by Owner Trustee hereunder and under the Security Agreement dat-
ed as of March 31, 1975 (hereinafter called the “Security
Agreement”) between Owner Trustee and Mellon Bank, N.A,, as
trustee (hereinafter called “Security Trustee”) for the benefit of the
holder of this Equipment Trust Note and the holders of other Equip-
ment Trust Notes outstanding thereunder (hereinafter called the
“Equipment Trust Notes”), shall be made only from the income and
proceeds from the Trust Estate (as defined in the Security
Agreement) and only to the extent that Security Trustee shall have
sufficient income or proceeds from the Trust Estate to make such
payments in accordance with the terms of Article IV of the Security
Agreement; and each holder hereof, by acceptance of this Equipment
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Trust Note, agrees that it will look for payment solely to the income
and proceeds from the Trust Estate to the extent available for dis-
tribution to the holder hereof as above provided, that Owners, Owner
Trustee and Security Trustee are not personally liable, either jointly
or severally, to the holder hereof for any amounts payable under this
Equipment Trust Note or the Security Agreement and that Owner
Trustee shall not be accountable under any circumstances except for
its wilful misconduct or negligence.

Unless other arrangements for payment are made pursuant to the
Security Agreement, principal, premium, if any, and interest shall be
payable at the corporate trust office of Security Trustee at Mellon
Square, Pittsburgh, Pennsylvania 15230, or at the office of any
successor Security Trustee, in immediately available funds.

This Equipment Trust Note is one of the Equipment Trust Notes
referred to in the Security Agreement which have been or are to be is-
sued by Owner Trustee pursuant to the terms of the Security
Agreement. The Trust Estate is held by Security Trustee as security
for the Equipment Trust Notes. Reference is made to the Security
Agreement for a statement of the rights of the holders of, and the na-
ture and extent of the security for, the Equipment Trust Notes and
of certain rights of Owner Trustee, as well as for a statement of the
terms and conditions of the trusts created by the Security
Agreement, to all of which terms and conditions each holder hereof
agrees by its acceptance of this Equipment Trust Note.

This Equipment Trust Note is not subject to prepayment except
upon the occurrence of certain events as provided in Article V of the
Security Agreement.

In case an Event of Default (as defined in the Security Agreement)
shall occur and be continuing, the principal of this Equipment Trust
Note may become or be declared due and payable in the manner, with
the effect and subject to the conditions provided in the Security
Agreement.

» This Equipment Trust Note is transferable by the registered
holder hereof in person, or by his attorney duly authorized in writing,
only on the register maintained at the corporate trust office of Securi-
ty Trustee upon surrender and cancellation of this Equipment Trust
Note; and upon any such transfer, a new registered Equipment Trust
Note or Equipment Trust Notes of the same form and of authorized
denominations for the same aggregate principal amount will be is-
sued in exchange herefor.
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Each holder hereof, by its acceptance of this Equipment Trust
Note, agrees that each level payment and any other payments
received by it hereunder shall be applied, first, to the payment of ac-
crued interest on this Equipment Trust Note (as well as any interest
on overdue principal, premium, if any, or interest) to the date of such
payment, second, to the payment or prepayment of the principal
amount of this Equipment Trust Note then due, third, to the
payment of the premium, if any, then due on this Equipment Trust’
Note and, fourth, the balance, if any, remaining thereafter to the
payment of the principal amount of this Equipment Trust Note
remaining unpaid in the manner set forth in Section 2.07 of the Secur-
ity Agreement.

The Security Agreement permits amendment thereof and modifica-
tion of the rights and obligations of Owner Trustee and the rights of
the holders of the Equipment Trust Notes with the consent of less
than all such holders under certain circumstances.

IN WiTnNESs WHEREOF, Owner Trustee has caused this Equipment
Trust Note to be executed and sealed with its corporate seal by its
authorized officers as of the date hereof.

CONTINENTAL ILLINOIS NATIONAL BANK
AND TrusT COMPANY OF CHICAGO,
as Owner Trustee

Second Vice President
(CORPORATE SEAL)

Attest:

.........................

Trust Officer

[FORM OF SECURITY TRUSTEE'S CERTIFICATE OF AUTHENTICATION]

This is one of the Notes referred to in the within mentioned Security
Agreement.
MELLON BANK; N.A.

Authorized Officer
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. SECTION'2.03. Terms of Notes. The Notes shall bear interest at the rate
of 9%% per annum, shall be payable as to interest only on June 17 and
December 17 in each year, commencing June 17, 1975 and ending June 17,
1980, and thereafter as to principal and interest in 20 consecutive semi-
annual level payments of principal and interest, commencing December
17, 1980 and ending June 17, 1990, except that the last such payment shall
be in an amount sufficient to discharge the accrued interest on, and all un-
pb.id principal of, the Notes in full, and shall be otherwise as provided in
the form thereof set forth in Section 2.02.

SECTION 2.04. Payment of Notes. The principal of, and premium, if any,
and interest on, each Note shall be payable at the Corporate Trust Office
of Security Trustee in immediately available funds at the times provided

in Section 2.03. Notwithstanding the foregomg or any provision in any
Note to the contrary, but subject to Section 2.06, Security Trustee will
pay, if so requested by any Noteholder by written notice to Security
Trustee, all amounts (other than the final payment) payable on such Note
either (i) by crediting the amount to be distributed to such Holder to an
account maintained by such Holder with Securlty Trustee or by transfer-
ring such amount by wire to such’ other bank in the United States of
America, including a Federal Reserve Bank, as shall have been specified
in such notice, for credit to the account of such‘ Holder maintained at such
bank or (ii) by mailing a check payable in Pittsburgh Clearing House
funds to such Holder at such address as such Holder shall have specified
in such notice, in either case without any presentment or surrender of
such Note; but such Holder (or the Person for whom such Holder is
nominee) will, before selling, transferring or otherwise disposing of such
Note, present such Note for registration of transfer and notation in accor-
dance with Section 2.10. Final payment of any such Note shall be made
only against surrender of such Note to Securlty Trustee at its Corporate
Trust Office.

. Security Trustee is hereby appointed the agent of Owner Trustee for
the payment of the Notes. All payments made in accordance with the two
immediately preceding paragraphs shall be valid and effectual to satisfy
and discharge liability upon the Notes to the extent of the sums so paid.
Security Trustee is authorized to act in accordance with the provisions of
such paragraphs and shall not be liable or responsible to any Holder, to
Owner Trustee or to any other Person for any act or omission on the part
of Owner Trustee or any Holder in connection therewith.
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SECTION 2.05. Ezecution of Notes. The Notes shall be signed in the
name and on behalf of Owner Trustee by the manual signature of its Pres-
ident or one of its Vice Presidents or Second Vice Presidents and its cor-
porate seal shall be affixed thereon and attested by the manual signature
of its Secretary, one of its Assistant Secretaries or one of its Trust
Officers. In case any officer of Owner Trustee whose signature shall ap-
pear on any of the Notes shall cease to be such officer of Owner Trustee
before the Notes shall have been issued and delivered by Owner Trustee
or shall not have been acting in such capacity on the date of the Notes,
such Notes may be adopted by Owner Trustee and be issued and de-
livered as though such person had not ceased to be or had then been such
officer of Owner Trustee.

At any time and from time to time after the execution and delivery of
this Agreement, Owner Trustee may deliver Notes executed by it to
Securlty Trustee for authentication; and Security Trustee shall authen- -
ticate such Notes as in this Agreement provided and not otherwise. No
Note shall be entitled to any benefit under this Agreement or be valid or
obligatory for any purpose unless there appears on such Note a certlﬁcate
of authentication substantially in the form provided for herein executed
by Security Trustee by manual signature; and such certificate upon any
Note shall be conclusive evidence; and the only evidence, that such Note
has been duly authenticated and delivered hereunder. -,

SECTION 2.06. Notes Non-recourse. All payments to be made by Owner
Trustee under this Agreement on account of the Notes shall be made sole-
ly from the income and the proceeds from the Trust Estate and only to
the extent that Security Trustee shall have sufficient income or proceeds
from the Trust Estate to enable Security Trustee to make such payments
in accordance with the terms of Article IV. Security Trustee and each
Holder of a Note, by its acceptance of such Note, agrees that it will look,
as against Owners, Owner Trustee and Security Trustee, solely to the in-
come and proceeds from the Trust Estate to the extent available for dis-
tribution to such Holder as herein provided and that Owners, Owner
Trustee and Security Trustee are not personally llable, either ]omtly or
severally, to the Holder of any Note '

SECTION 2.07. Application of Payments on Notes. Each payment on any
- Note shall be applied, first, to the payment of accrued interest to the date
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of such payment (as well as any interest on overdue principal, premium, if
. any, or interest), second, to the payment or prepayment of the principal
amount then due, third, to the payment of the premium, if any, then due
and, fourth, the balance, if any, to the payment of the principal amount of
such Note remaining unpaid. The level payments on any Note becoming
due after any prepayment of principal shall be adjusted as provided in
Section 5.04.

SECTION 2.08. Replacement of Notes. If any Note shall become mutilat-
ed, destroyed, lost or stolen, Owner Trustee shall, ‘upon the written
request of the Holder of such Note and the surrender of any mutilated
Note, execute and deliver in replacement thereof a new Note of the same
form payable in the same original principal amount and dated the same
date as the Note so mutilated, destroyed, lost or stolen and, upon the
written request of Owner Trustee, Security Trustee shall authenticate
such new Note. Security Trustee shall make a notation on each new Note
of the amount of all payments of principal and premium, if any, previ-
ously made on the Note so mutilated, destroyed, lost or stolen and the
date to which interest on such’old Note has been paid. If the Note being
replaced has been destroyed, lost or stolen, the holder of such Note shall
furnish to Owner Trustee and Security Trustee such security or indemni-
ty as may be required by them to save Owner Trustee and Security Trus-
tee harmless and evidence satisfactory to Owner Trustee and Security
Trustee of the destruction, loss or theft of such Note and of the ownership
thereof; promded however,that if the Holder of such Note is a Loan Par-
ticipant, the written undertaking of such Loan Participant delivered to
Owner Trustee and Security Trustee shall be sufficient security and in-
demnity.

SECTION 2.09. Note Register. There shall be maintained at the Corpo-
rate Trust Office of Security Trustee a register for the purpose of registra-
tion, exchange or registration of transfer of the Notes, in which shall be
entered 'the names and addresses of the Holders of the Notes and par-
ticulars (including the notations made on the Notes pursuant to Sections
2.08 and 2.10 with respect to payments of principal, premium or interest,
~ if any) of the Notes held by them. Security Trustee is hereby appointed
transfer agent and registrar for the Notes, and no transfer of any Note
shall be valid until registered on such register by Security Trustee.
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SECTION 2.10. -Transfer of Notes. Any Holder desiring to transfer any
Note held by such Holder, or to exchange any Note for a new Note or .
Notes of authorized denominations, shall surrender such Note at the Cor-
porate Trust Office of Security Trustee, together with a written request,
and if required by Security Trustee a written assignment thereof, in form
acceptable to Security Trustee, from such Holder:for the issuance of a
new Note or Notes, specifying the authorized denomination or denomina-
tions of the same and the name and address of the Person or Persons in
whose. name or names the new Note or Notes are to be registered.
Promptly upon receipt of such documents, and upon satisfaction of the
requirements of Section 2.11, Owner Trustee will issue, and Security
Trustee will authenticate, a new Note or Notes in the same form and in
the same aggregate original principal amount and dated the same date as
the Note surrendered and in such denomination or denominations and
regnstered in the name of such Person or Persons as shall be specified in
the written request from such Holder.” All Notes surrendered for transfer
or exchange shall be cancelled. Security Trustee shall make a notation on
each new Note of the amount of all payments of principal and premium, if
any, prevxously made on the old Note or. Notes with rrespect to which such
new Note is issued and the date to which interest on such old Note. or
Notes has been paid.

SECTION 2.11. Securities Act Compliance. The Notes are being issued
pursuant to the Finance Agreement under the express undérstanding, and
the specific representation and warranty by each Loan Participant there-
in, that such Loan Participant is acquiring the Notes for its own account
for investment, or for the account of one more institutional investors for
which it is acting as sole agent, or for the account of one or more pension
or trust funds as to which it has sole investment discretion, as the case
may be, and not with a view to distribution or resale thereof, subject to
any requirement of law that the disposition of such Notes be at all times
'within the control of such Loan Participant. Each Loan Participant and
every subsequent Holder shall, by its acceptance of any Note, be deemed
to have represented and warranted to Owner Trustee and Security
Trustee that it will make no sale or other distribution of the Note or
Notes issued to it, in whole or in part, in violation of the registration
provisions of the Securities Act of 1933, as amended, or the Trust Inden-
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ture Act of 1939, as amended; and prior to any sale or other disposition of
any Note, in whole or in part, by any such Loan Participant or Holder, it
shall submit to Security Trustee and Owner Trustee an opinion of coun-
sel, who shall be the Special Counsel for the Loan Participants or other
counsel reasonably satisfactory to Security Trustee and Owner Trustee,
in form and substance reasonably satisfactory to Security Trustee and
Owner Trustee, to the effect that such sale or disposition may be made by
such Loan Participant or Holder without violation of the registration
provisions of the Securities Act of 1933, as amended, or the Trust Inden-
ture Act of 1939, as amended. The right of such Loan Participant or
Holder to transfer any Note shall be subject to the foregoing, and no
transfer of a Note will be made on the Note register unless evidence of
compliance with the foregoing shall have been delivered to Security
Trustee and Owner Trustee. Each Note shall be endorsed with the follow-
ing legend unless the opinion of counsel referred to above shall state
otherwise:

‘“Any transfer of this Note is subject to the investment representa-
tion on the part of the registered holder; transfer may not be made in .
violation of the registration provisions of the Securities Act of 1933,
as amended, or the Trust Indenture Act of 1939, as amended; and
transfer may be made only upon compliance with the requirements of
Section 2.11 of the Security Agreement referred to herein.”

SECTION 2.12. Expenses of Transfer. Upon the transfer or exchange of
any Note, the Holder thereof shall (a) pay to Security Trustee the charge
specified by Security Trustee as necessary to cover the cost of such
transfer or exchange and (b) reimburse Security Trustee and Owner Trus-
tee for any stamp taxes or governmental charges required to be paid with
respect to such transfer or exchange; provided, however, that no Loan
Participant shall be required to make the payment referred to in clause
(a) in connection with the transfer or exchange of any Note originally is-
sued under the Finance Agreement.

SECTION 2.13. Inspection of Note Register. The Note register shall at all
reasonable times be open for inspection by any Noteholder. Upon request
by any Noteholder, Security Trustee shall furnish such Noteholder with a
list of the names and addresses of the Holders of the Notes entered on the
register, indicating the principal amount and serial number of each Note
held by each Holder.
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SECTION 2.14. Limitation on Note Transfers. Security Trustee shall not
be required to make transfers or exchanges of Notes on any date fixed for
the payment of interest thereon or during the five preceding Business
Days.

SECTION 2.15. Status of Registered Holders. Prior to due presentment
for registration of transfer of any Note, Owner Trustee and Security
Trustee may deem and treat the Holder of such Note as the absolute
owner thereof for the purpose of making payment of all amounts payable
by Owner Trustee with respect to such Note and for all other purposes,
and neither Owner Trustee nor Security Trustee shall be affected by any
notice to the contrary. Owner Trustee and Security Trustee may, in their
discretion, treat the Holder of any Note as the owner thereof without the
actual production of such Note for inspection.

Any new Note issued by Owner Trustee pursuant to this Article II in
exchange for or in substitution or in lieu of any Note originally issued
pursuant to the Finance Agreement shall be entitled to the benefits and
. security of this Agreement to the same extent as such originally issued

Note. : v '

Neither Owner Trustee nor Security Trustee shall be bound to take no-
tice of or see to the execution of any trust in respect of any Note, and may
transfer the same on the direction of,the Person registered as the Holder
thereof, whether named as trustee or otherwise, as though that Person
were the beneficial owner thereof.

The Holder of any Note shall be entitled to the principal, premium, if
any, and interest evidenced by such Note free from all equities or rights of
set-ofl or counterclaim between Owner Trustee or Security Trustee and
any prior Holder thereof, and the receipt of any such Holder for any
payment of principal, premium, if any, or interest shall be a good dis-
charge to Owner Trustee and Security Trustee for the same.

SECTION 2.16. Cancellation of Notes. All Notes shall forthwith after full
payment thereof be delivered to Security Trustee and cancelled by it. All
Notes cancelled or required to be cancelled under this or any other provi-
sion of this Agreement may be destroyed by or under the direction of
Security Trustee by cremation or otherwise (in the presence of a represen-
tative of Owner Trustee if Owner Trustee shall so require), and Security
Trustee shall prepare and retain a certificate evidencing such destruction
and shall deliver a duplicate thereof to Owner Trustee.
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SECTION 2.17. Moneys Held in Trust. In case the Holder of any Note
shall fail to present the same for payment on any date on which the prin-
cipal thereof or premium or interest thereon becomes payable, Security
Trustee may set aside in trust the moneys then due thereon and shall pay
such moneys to the Holder of such Note upon due presentation or sur-
render thereof in accordance with the provisions of this Agreement, sub-
ject always, however, to the provisions of Sections 2.04 and 2.18.

~ SECTION 2.18. Return of Trust Moneys. Any moneys set aside under Sec-
tion 2.17 and not paid to Noteholders as therein provided shall be held by .
Security vTruStee in trust until the later of (i) the date six years after the
date of such setting aside or (ii) the date Owner Trustee shall have fully
performed and observed all its covenants and obligations contained in
this Agreement, and shall thereafter be repaid to Owner Trustee by
Security Trustee on demand; and thereupon Security Trustee shall be
released from all further liability with respect to such moneys; and the
Holders of the Notes in respect of which such moneys were so repaid to
Owner Trustee shall have no rights in respect thereof except such rights
as may then exist to obtain payment from Owner Trustee or Owners.

ARTICLE III
PAYMENT OF PURCHASE PRICE OF EQUIPMENT

- SECTION 3.01. Application of Moneys on CtosingzDates. Upon receipt of
the moneys due from Owners and the Loan Participants on each Closing
Date and fulfillment of the conditions specified in Section 9 of the Fmance
Agreement, Owner Trustee shall pay

(a) to the applicable Builder the unpaid balance of the Purchase
~ Price of the Equipment being settled for on such Closing Date, and

" (b) to Lessee the aggregate amount of the advance payments on
‘such Purchase Prlce made pnor to such Closing Date by Lessee;

but only to the extent of funds actually so received by Owner Trustee.

ARTICLE 1V
RECEIPT; DISTRIBUTION AND APPLICATION OF INCOME
AND PROCEEDS FROM THE TRUST ESTATE -

SECTION 4.01. Payments of Rent. Except as otherwise provided in Sec-
tion 4.04, the payment of Interim Rent pursuant to Section 3 of the Lease
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and each payment of Basic Rent pursuant to Section 3 of the Lease, as
well.as any payment of interest on overdue installments thereof, received
by Security Trustee at any time shall be distributed by Security Trustee
on the date such payment is received in the following order of priority:
first, to the payment of accrued interest on the Notes to the date of such
payment (as well as any interest due on account of overdue principal,
premium, if any, or interest), second, to the payment of the principal
“amount of the Notes then due and, third, the balance, if any, to Owner
Trustee or as Owner Trustee shall direct in writing. All distributions to
the Holders of the Notes shall be made ratably, without preference, prior-
ity or distinction of any Note over any other Note for any reason whatso-
ever, in the proportion that the unpaid principal amount of the Notes
held by each Holder bears to the aggregate unpaid principal amount of all '
the Notes then Outstanding.

'SECTION 4.02. Payments on Account of Casualty Occurrences. (a) Except
as otherwise provided in Section 4.04, each payment received by Security
Trustee at any time of the Casualty Value of one or more units of the
Equipment pursuant to Section 7 of the Lease shall be distributed by
Security Trustee on the date such payment is received in the following
order of priority: first, to the prepayment of Notes having a principal
amount equal to the Unamortized Debt Commitment (determined as
hereinafter provided in this subsection (a)) of the units in respect of
which such payment shall be made and, second, the balance, if any, to
Owner Trustee. All distributions to the Holders of the Notes shall be
made ratably, without preference, priority or distinction of any Note over
any other Note for any reason whatsoever, in the proportion that the un-
paid principal amount of the Notes held by each Holder bears to the
aggregate unpaid principal amount of all the Notes then Outstanding.

For the purpose of this paragraph (a), the “Unamortized Debt Commit-
ment” for any unit of Equipment shall be equal to (i) 65% of the Purchase
Price of such unit, less (ii) an amount determined by multiplying the ag-
gregate of the originally scheduled principal payments on the Notes
through the date as of which the “Unamortized Debt Commitment” is be-
ing computed by a fraction the numerator of which is the Purchase Price
of such unit and the denominator of which is the Purchase Price of all
units of the Equipment. Security Trustee shall be entitled to rely on a cer-
tificate, in form and substance satisfactory to Security Trustee, of Lessee
and Owner Trustee as to the amount of the Unamortized Debt Commit-
ment for any unit of Equipment.



19

(b) Except as otherwise provided in Section 4.04, any payment received
by Security Trustee directly or through Lessee from any governmental
authority or other party as the result of a Casualty Occurrence, and any
payment of insurance proceeds received by Security Trustee directly or
through Lessee from any insurer as the result of a Casualty Occurrence,
but only if such payment is not at the time required to be paid to Lessee
pursuant to Section 7 of the Lease, shall, except as otherwise provided in
the next sentence, be distributed by Security Trustee in the order of prior-
ity set forth in paragraph (a) of this Section 4.02 at the same time and to
the same extent that a Casualty Value payment by Lessee would be so
distributed. Any portion of any payment referred to in the preceding sen-
tence which is not required to be paid to Lessee pursuant to Section 7 of
the Lease solely because a Default or Event of Default under the Lease
shall have occurred and be continuing shall be held by Security Trustee
as security for the obligations of Lessee under the Lease, and at such time
as there shall not be continuing any such Default or Event of Default,
such portion shall be paid to Lessee, unless Security Trustee (as assignee
from Owner Trustee of the Lease) shall have theretofore terminated the
Lease or Lessee’s right of possession thereunder pursuant to Section 11
thereof, in which event such portion shall be distributed forthwith upon
such declaration in accordance with the provisions of Section 4.04; provid-
ed, however, that when this Agreement shall have been terminated pur-
suant to Section 11.01, all such amounts shall be paid over to Owner
Trustee.

SECTION 4.03. Optional Lease Termination Payment. Except as other-
wise provided in Section 4.04, a payment received by Security Trustee at
any time pursuant to Section 8 of the Lease shall be distributed by Securi-
ty Trustee on the date such payment is received in the following order of
priority: first, to the payment in full of the principal of, and the premium
provided by Section 5.02 on, the Notes, plus accrued interest on the Notes
to the date of such payment (as well as any interest due on account of.
overdue principal, premium, if any, or interest); second, in the manner
specified irn clause second of Section 4.04; and, third, the balance, if any, to
Owner Trustee.

SECTION 4.04. Payments after Event of Default. All payments received
and amounts realized by Security Trustee after an Event of Default shall
have occurred and be continuing, including, after Security Trustee has (as
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assignee from Owner Trustee of the Lease) terminated the Lease or Les-
see’s right of possession thereunder pursuant to Section 11 thereof, any
amounts realized by Security Trustee from the exercise of any remedies
pursuant to such Section 11, as well as all payments or amounts then held
by Security Trustee as part of the Trust Estate, shall be distributed
forthwith by Security Trustee in the following order of priority:

first, to reimburse Security Trustee for any Trustee’s Expenses (to
the extent not previously reimbursed),

second, to pay the then existing Holders of the Notes the amounts
payable to them (or their respective predecessor Holders) pursuant
to the provisions of Sections 6 and 10 of the Lease and, in case the ag-
gregate amount available for distribution to the existing Noteholders
in accordance with this clause second shall be insufficient to pay all
such amounts in full, then ratably, without preference, priority or
distinction of any Holder over any other Holder for any reason what-
soever;

third, to pay in full the aggregate unpaid principal amount of and
premium, if any, on the Notes, plus the accrued and unpaid interest
thereon to the date of distribution, and, in case the aggregate amount
available for distribution shall be insufficient to pay all such amounts
in full, then ratably, without preference, priority or distinction of any
Note over any other Note for any reason whatsoever, in the propor-
tion that the aggregate unpaid principal amount of and interest and
premium, if any, on all Notes held by each Holder bears to the ag-
gregate unpaid principal amount of and interest and premium, if any,
on all the Notes then Outstanding; and

fourth, the balance, if any, to Owner Trustee.

SECTION 4.05. Other Lease and Purchase Agreement Payments. Except as
otherwise provided in Section 4.04, any payments received by Security
Trustee for which provision as to the application thereof is made in the
Lease or the Purchase Agreements shall be applied forthwith to the pur-
-pose for which such payment was made in accordance with the terms of
the Lease or the Purchase Agreements, as the case may be.

SECTION 4.06. Unspect fied Payments Except as otherwise provided in
Sections 4.04 and 4.05:
(a) any payments received by Security Trustee for which no provi-

.sion as to the application thereof is made herein or in the Lease, the
Purchase Agreements or-the Finance Agreement, and
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(b) all payments received and amounts realized by Security
Trustee under the Lease or otherwise with respect to the Equipment,
to the extent received or realized at any time after payment in full of
the principal of, and premium, if any, and interest on, all the Notes
and the Trustee's Expenses, as well as any other amounts remaining
as part of the Trust Estate after such payment,

shall be distributed forthwith by Security Trustee in the following order
of priority: first, in the manner provided in clause second of Section 4.04
and, second, in the manner provided in clause fourth of Section 4.04.

SECTION 4.07. Withholding of Owner Trustee’s Payments. Anything in
this Article IV to the contrary notwithstanding, after Security Trustee
shall have knowledge of a Default, all amounts which, but for the provi-
sions of this Section 4.07, would otherwise be distributable to Owner
Trustee shall be held by Security Trustee as part of the Trust Estate, and
if such Default shall be waived or shall cease to be continuing prior to the
time such amounts may become distributable pursuant to Section 4.04,

such amounts shall be distributable as elsewhere in this Article IV pro-
vided. '

ARTICLE V
PREPAYMENT OF NOTES

SECTION 5.01. Right of Prepayment. The Notes are subject to prepay-
ment only as provided in this Agreement, and every prepayment shall be
made in accordance with this Article V.

SECTION 5.02. Funds for Prepayments. The Notes shall be prepaid at
their principal amount, plus accrued interest thereon to the date fixed for
prepayment, but without premium, from payments received and distribu-
table by Security Trustee in the manner provided by Sections 4.02 and
4.04. The Notes shall also be prepaid at their principal amount, plus
accrued interest thereon to the date fixed for prepayment, with a
premium equal to the applicable percentage of the principal amount so
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being prepaid determined as set forth below, from payments received and
distributable by Security Trustee in the manner provifed by Section 4.03:

If Prepaid During the Six Months’ Applicable

Period Beginning m
June 17,1985 ............. 3.064%
December 17,1985 ......... 2.724%
June 17,1986 ............. 2.384%
December 17,1986 ......... 2.043%
June 17,1987 ............. 1.703%
December 17,1987 ......... 1.362%
June 17, 1988 ........... 1.022%
December 17,1988 ......... 0.681%
June 17,1989 ............. 0.341%
December 17,1989 ......... None

SECTION 5.03. Notices of Prepayment. In the case of any prepayment of
the Notes, written notice thereof shall be mailed, first class postage
prepaid, by Security Trustee, as agent for Owner Trustee, to each Holder
of the Notes at its address set forth in the Note register not later than 30
days prior to the date of such prepayment (except in the case of a
prepayment resulting from a Casualty Occurrence or the termination of
the Lease pursuant to Section 11 thereof, in which case the notice shall be
telegraphed as promptly as possible). Any such notice shall specify (a)
the prepayment date, (b) the aggregate principal amount of Notes to be
prepaid, (c) the principal amount of Notes of such Holder to be prepaid,
(d) the applicable provisions of this Agreement and the Lease under
which such prepayment is being effected, (e) the applicable premium, if
any, payable on such prepayment, (f) that on the date fixed for
prepayment the specified principal amount of Notes of such Holder will
become due and after such date shall cease to bear interest and (g) the
place where the Notes are to be surrendered for prepayment if other ar-
‘rangements have not been made with Security Trustee pursuant to Sec-
tion 2.04. Any notice mailed or telegraphed as herein provided shall be
conclusively presumed to have been given whether or not actually
received. ’

SECTION 5.04. Partial Prepayments. Any partial prepayment of the
Notes in accordance with this Article V shall be applied to prepay each
remaining installment of the principal of the Notes Outstanding ratably
in accordance with the unpaid balance thereof, and the remaining install-
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ments of principal payable on each subsequent principal payment date
shall be recalculated so that the aggregate of principal and interest pay-
able on each subsequent principal payment date shall be substantially
equal and shall completely amortize the remaining balance of principal
due on the Notes. Owner Trustee will promptly furnish to. each
Noteholder a revised schedule of payments of installments of prmcxpal _
and interest thereafter to be made on its Note or Notes.

_ ARTICLE VI
COVENANTS OF OWNER TRUSTEE

SECTION 6.01. Payment of Notes. Owner Trustee will duly and punc-
tually pay the principal of, and premium, if any, and interest on, the
Notes at the times and places and in the manner specified in the Notes
and herein. :

' SECTION6.02. Authority to Ezecute Agreement; No 'Conﬂicting' Liens.
Owner Trustee has the right, power and authority under the Trust
Agreement to grant a first security interest- in the Trust Estate to
Security Trustee for the uses and’ purposes herem set forth. Owner
Trustee will not directly or indirectly create, incur, assume or suffer to
exist any mortgage, pledge, lien, charge, encumbrance, lease, exercise of
rights or security interest in or with respect to any of the properties or as-
sets of the Trust Estate resulting from the acts or negligence of Owner
Trustee or resulting from the nonpayment of any taxes based on or mea-
sured by the income of Owner Trustee, except this Agreement and the
Lease and any mortgage, pledge, lien, charge, encumbrance, lease, exercise
of rights or security interest permitted hereby or thereby.

SECTiON 6.03. Compliance with Undertakings. Owner Trustee will fully
comply with and perform all of its obhgatlons under this Agreement, the
Finance Agreement the Trust Agreement, the Purchase Agreements and
the Lease, and under 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 all such obligations were now or hereafter fully set
forth herein. Owner Trustee will not, without the express written consent-

- of the Holders of at least 66%% of the aggregate principal amount of the
Notes then Outstanding (unless such action will not affect in any way the
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.rights, security or priorities of the Noteholders hereunder) and of Securi-
ty Trustee, enter into, consent to or acquiesce in any amendment, modi-
fication, supplement, change, termination or surrender of the Finance
Agreement, the Trust Agreement, the Purchase -Agreements.

SECTION 6.04. Privileges under the Lease and the Purchase Agreements.
Owner Trustee will not (a) declare a default or exercise the remedies of
the lessor under, or amend, modify, supplement, change, terminate or
accept.a surrender .of, or offer or agree to any amendment, modification,
supplement, change, termination or surrender of, the Lease (except as
otherwise expressly provided herein) or by affirmative act consent to the
creation or existence of any security interest or other lien to secure the
payment of indebtedness upon the leasehold estate created by the Lease

_or any part-thereof, (b) receive or collect or permit the receipt or collec-
-tion of any rental or other payment under the Lease prior to the date for
the payment thereof provided by the Lease or assign, transfer or hypothe-
cate (other than to Security Trustee) any rental or other payment

' asmgned to Security Trustee then due or to accrue in the future under the
Lease or (c) sell, transfer or assign (other than to Security Trustee) its in-
terest_in the Equipment or any part thereof or in any amount to be
received by it from the use or disposition of the Equipment.

"~ Owner Trustee does hereby irrevocably constitute and appoint Security
Trustee 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 rentals, in-
come and other sums which are assigned under the granting clauses
hereof, with full power to.settle, adjust or compromise any claim
‘thereunder as fully as Owner Trustee could-itself do, and in its discretion
to file any claim or take any other action or proceeding, either in its own
name or in the name of Owner Trustee or otherwise, which Security
Trustee may deem necessary or a.pproprlate to protect and preserve the
right, title and interest of Security Trustee in and to such rentals, income
and other sums and the secunty intended to be afforded hereby.

“To protect the security afforded by this Agreement Owner Trustee
further agrees as follows:

(1) Owner Trustee will falthfully abide by, perform and dlscharge

each and every obligation; covenant and agreement which the Lease
- -provides are to be performed by Owner Trustee; and, without the
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express written consent of Security Trustee, Owner Trustee will not
waive, excuse, condone, forgive or in any manner release or discharge
Lessee thereunder of or from the obligations, covenants, conditions
and agreements to be performed by Lessee, including, without limita-
tion, the obligation to pay the rents in the manner and at the times
and place specified therein;

(2) at Owner Trustee’s sole cost and expense, Owner Trustee will
appear in and defend every action or proceeding arising under, grow-
ing out of or in any manner connected with the obligations, duties or
liabilities of Owner Trustee under the Lease if such action or proceed-
ing shall arise out of the wilful misconduct or negligence of Owner
Trustee; and

(3) should Owner Trustee fail to make any payment or to do any
act which this Agreement, the Lease or the Purchase Agreements
require Owner Trustee to make or do, then Security Trustee may
(but shall not be obligated), after first making written demand upon
Owner Trustee and affording Owner Trustee a reasonable period of
time within which to make such payment or do such act, and without
releasing Owner Trustee from any obligation hereunder or under the
‘Lease or the Purchase Agreements, lnake such payment or do such
act in such manner and to such extent as Security Trustee may deem
necessary to protect the security hereof, including, without limita-
tion, the right to appear in and defend any action or proceeding pur-
porting to affect the security hereof or the rights or powers of
Security Trustee and also the right to perform and discharge each
and every obligation, covenant and agreement of Owner Trustee con-
tained in the Lease or the Purchase Agreements. In exercising any
such powers, Security Trustee may pay necessary costs and expenses,
employ counsel and incur and pay reasonable attorney’s fees, and

- Owner Trustee will reimburse Security Trustee for such costs, ex-
penses and fees out of the Trust Estate. Owner Trustee agrees with
Security Trustee that in any suit, proceeding or action brought by
Security Trustee under the Lease for any installment of, or interest
on, any rental or other sum owing thereunder, or to enforce any
provisions of the Lease, Owner Trustee will indemnify, protect and
hold harmless Security Trustee out of the Trust Estate from and
against all reasonable expense (including without limitation counsel
fees), loss or damage suffered by reason of any defense, set-off, coun-
terclaim or recoupment whatsoever claimed by Lessee arising out of a
breach by Owner Trustee of any obligation under the Lease or aris-
_ing by reason of any other indebtedness or liability at any time owing
to Lessee from Owner Trustee. )

SECTION 6.05. Recording and Filing. At the request of Security Trustee,
Owner Trustee shall take such action as shall be specified in such request
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to cause this Agreement and the Lease and all supplements hereto and
thereto and all financing or continuation statements and similar notices
hereof and thereof required or advisable under applicable law at all times
to be kept recorded and filed, at Lessee’s or Owner Trustee’s expense, in
such manner and in such places as may be required or advisable under law
in order fully to preserve and protect the rights of Security Trustee and
the Noteholders hereunder, and will at Lessee’s or Owner Trustee’s ex-
pense furnish to Security Trustee promptly after the execution and
delivery of this Agreement and the Lease and each supplement hereto and
thereto an opinion of counsel (who may be counsel for Lessee or Owner
Trustee) stating that in the opinion of such counsel this Agreement, the
Lease or such supplement (and all necessary financing or continuation
statements and other notices), as the case may be, have been properly
recorded or filed for record so as to make effective the perfected first
security interest intended to be created in the Trust Estate.

SECTION 6.06. Further Assurances. At the request of Security Trustee,
Owner Trustee will, at Lessee’s expense or at the expense of Owner
Trustee out of the Trust Estate, do, execute, acknowledge and deliver all
and every further acts, deeds, conveyances, transfers and assurances
necessary or proper for the perfection of the lien and security interest
being herein provided for in the Trust Estate, whether now owned or
-hereafter acquired. Without limiting the foregoing but in furtherance of
the security interest herein granted in the rental and other payments
assigned hereunder due and to become due under the Lease and the Pur-
chase Agreements, Owner Trustee covenants and agrees that it will notify
Lessee and Builders of this Agreement and that it will direct Lessee and
Builders to make all payments of such rental and other payments due and
to become due under the Lease and the Purchase Agreements, respec-
tively, directly to Security Trustee or as Security Trustee may direct.

~ SECTION 6.07. After Acquired Property. Any and all property 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 Owner Trustee or Security Trustee, become and be subject to
the lien and security interest herein granted as fully and completely as
though specifically described herein, but nothing in this Section 6.07 shall
be deemed to modify or change the obligation of Owner Trustee under
Section 6.06.
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SECTION 6.08. Notices of Default. In the event Owner Trustee shall have
knowledge of a Default or an Event of Default hereunder or under the
Lease, Owner Trustee shall give prompt written notice thereof to Securi-
ty Trustee.

ARTICLE VII

PARTIAL RELEASE OF EQUIPMENT

SECTION 7.01. Lease Permitted. 1t is expressly understood that the use
and possession of the Equipment by Lessee under and subject to the Lease
shall not constitute a violation of this Agreement.

SECTION 7.02. Casualty Occurrences. So long as no Default or Event of
Default hereunder or under Section 11 of the Lease shall have occurred
and be continuing to the knowledge of Security Trustee, Security Trustee
shall execute a release in respect of any unit or units of the Equipment
having suffered a Casualty Occurrence upon receipt of (i) written notice
from Lessee and Owner Trustee designating the unit or units in respect of
which the Lease will terminate, (ii) cash payment by Lessee of the Ca-
sualty Value of such unit or units in compliance with Section 7 of the
Lease or documentation, in form and substance satisfactory to Security
Trustee, that such unit or units have been replaced in accordance with
such Section 7 and (iii) a certificate, in form and substance satisfactory to
Security Trustee, of Lessee and Owner Trustee, accompanied by an opin-
ion of counsel (who may be counsel for Lessee or Owner Trustee), both to
the effect that all necessary actions hereunder have been or are being con-
currently taken to warrant the release of such unit or units.

SECTION 7.03. Good Faith Purchaser Protected. No purchaser in good
faith of any unit or units of the Equipment purporting to be released
hereunder shall be bound to ascertain the authority of Security Trustee
to execute such release or to inquire as to any facts required by the provi-
sions hereof for the exercise of such authority; nor shall any such pur-
chaser in good faith be obligated to inquire as to the application of the
proceeds of its purchase.
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ARTICLE VIII

EVENTS OF DEFAULT; REMEDIES

SECTION 8.01. Events of Default. “Event of Default”, wherever used
herein, means any of the following events, whatever the reason therefor
and whether voluntary or involuntary, by operation of law or pursuant to
or in compliance with any judgment, decree or order of any court or any
order, rule or regulation of any administrative or governmental body:

(a) default in the payment of the principal of, or the interest or
premium, if any, on, any Note when and as the same shall become
due and payable, whether at the due date thereof, at a date fixed for
prepayment, by acceleration or otherwise;

(b) an Event of Default specified in Section 11 of the Lease;

(c) default in the due observance or performance by Owner
Trustee of any other covenant or agreement of Owner Trustee in this
Agreement, and such default shall continue unremedied for 30 days
after there has been given to Owners, Owner Trustee and Lessee by
Security Trustee, or to Owners, Owner Trustee, Lessee and Security
Trustee by Directive, a written notice specifying such default and
requiring it to be remedied;

(d) default in the due observance or performance by Owner
Trustee of any covenant or agreement of Owner Trustee in the Fi-
nance Agreement or the Lease which is material to the rights of
Security Trustee or any Noteholder, and such default shall continue
unremedied for 30 days after there has been given to Owners, Owner
Trustee and Lessee by Security Trustee, or to Owners, Owner
Trustee, Lessee and Security Trustee by Directive, a written notice
specifying such default and requiring it to be remedied,

" (e) default in the due observance or performance by Owners of any
covenant or agreement of Owners in the Finance Agreement or the
Trust Agreement which is material to the rights of Security Trustee
or any Noteholder, and such default shall continue unremedied for 30
days after there has been given to Owners, Owner Trustee and Lessee
by Security Trustee, or to Owners, Owner Trustee, Lessee and Secu-
rity Trustee by Directive, a written notice specifying such default
and requiring it to be remedied; or

(f) any representation or warranty (other than those of the Loan
Participants) made herein or in the Finance Agreement, the Trust
Agreement, the Purchase Agreements or the Lease shall prove to be
false or misleading in any material respect as of the date made.
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SECTION 8.02. Duty of Security Trustee upon Event of Default. Upon the
occurrence and during the continuance of an Event of Default, Security
Trustee may, and when required pursuant to the provisions of Section
9.01 shall, exercise any or all of the rights and powers and pursue any and
all of the remedies provided for in this Article VIII; and, in the event such -
Event of Default is an Event of Default referred to in clause (b) of Sec-
tion 8.01, may exercise, for the use and benefit of Security Trustee, any
and all of the remedies provided for in Section 11 of the Lease.

SECTION 8.03. Remedies. Upon the occurrence and during the .contin-
uance of an Event of Default, Security Trustee shall have the rights, op-
tions, duties and remedies of a secured party, and Owner Trustee shall
have the rights and duties of a debtor, under the Uniform Commercial .
Code of Pennsylvania (regardless of whether such Code or a law similar
thereto has been enacted in any jurisdiction where the same are asserted),
and without limiting the foregoing may exercise any one or more or all,
and in any order, of the remedies hereinafter set forth, it being expressly
understood that no remedy herein conferred is intended to be 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) Security Trustee may, and upon the written request of the
Holders of at least 25% of the aggregate principal amount of the
Notes then Outstanding shall, by notice in writing to Owner Trustee,

" 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 and premium, if any, shall be and become
immediately due and payable;

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

(c) Subject always to the then existing rights, if any, of Lessee
under the Lease, Security Trustee may, if at the time such action be
lawful and subject to compliance with any mandatory legal require-
ments, either with or without taking possession and either before or
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~ after taking possession, and without instituting any legal proceedings
whatsoever, and having first given notice of such sale by registered
mail to Owners and Owner Trustee once at least 20 days prior to the
date of such sale, and any other notice which may be required by law,
sell and dispose of the Trust Estate, 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 Security
Trustee may determine, and at any place (whether or not it be the
location of the Trust Estate or any part thereof) designated in the
notice above referred to; and 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 notice, and Security Trustee or the Holder or Holders of any
‘Notes, or of any interest therein, may bid and become the purchaser
" at any such sale; and B
(d) Subject always to the then existing rights, if any, of Lessee
under the Lease, Security Trustee may proceed to protect and en-
force this Agreement and the Notes by suit or suits or proceedings in
equity, at law or in bankruptcy, whether for the specific performance
of any covenant or agreement herein contained or in execution or aid
-of any power herein granted, for foreclosure hereunder, for the ap-
pointment of a receiver or receivers of the Trust Estate or any part
thereof, for the recovery of judgment on the Notes or for the enforce-
ment of any other proper legal or equitable remedy available under
applicable law and may file such proofs of claim and other papers or
documents:as may be necessary or advisable in order to have the
claims of Security Trustee and of the Noteholders asserted or upheld
in any bankruptcy, receivership or other judicial proceedings..

This Section 8.03 is subject to the condition that, if at any time after
the principal of the Notes shall have been declared due and payable, and
before any judgment or decree for the sale of the Equipment or for the
payment of the money so due, or any thereof, shall be entered, all arrears
of interest upon the Notes and all other sums payable upon the Notes (ex-
cept the principal of the Notes which by such declaration shall have
become payable) shall have been duly paid, and every other Default and
Event of Default shall have been made good or cured, then and in every
such case Security Trustee’s declaration and its consequences may, by
Directive filed with Security Trustee, be rescinded and annulled; but no
such rescission or annulment shall extend to or affect any subsequent
Default or Event of Default or impair any right consequent thereon.

* SECTION 8.04. Acceleration; Use of Notes in Payment. In case of any sale -
“of the Trust Estate, or of any part thereof, pursuant to any judgment or
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~ decree of any court or otherwise in connection with the enforcement of

any of the terms of this Agreement, the principal of the Notes, if not
previously due, and the interest and premium, if any, accrued thereon and
all other sums required to be paid by Owner Trustee pursuant to this
Agreement shall become and be immediately due and payable; also, in the
case of any such sale, the purchaser or purchasers, for the purpose of mak-
ing settlement for or payment of the purchase price, shall be entitled to
turn in and use any Note or Notes and any claims for interest and

premium, if any, matured and unpaid thereon, in order that there may be
~ credited as paid on the purchase price the sum apportionable and applica-
ble to such Note or Notes for principal, premium, if any, and interest
thereon out of the net proceeds-of such sale.

SECTION 8.05. Waiver by Owner Trustee. Owner Trustee 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 extension law now
or at any time hereafter in force; nor claim, take or insist upon any benefit
or advantage of or from any law now or hereafter in force providing for
the valuation or appraisal of the Trust Estate, 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
jurisdiction; nor, after such sale or sales, 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 Owner Trustee here-
by expressly waives for itself, and on behalf of each and every Person (ex-
cept decree or judgment creditors of Owner Trustee) acquiring any inter-
est in or title to the Trust Estate, or any part thereof, subsequent to the
date of this Agreement, all benefit 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 herein
granted to Security Trustee, but will suffer and permit the execution of
every such power as though no such law or laws had been madg or enacted.

SECTION 8.06. Effect of Sale. Any sale, whether under any power of sale
hereby -given or by virtue of judicial proceedings, shall ope.ate to divest
all right, titl~, interest, claim and demand whatsoever, either at law or in
equity, of Owner Trustee in and to the property sold and shall be a per-
petual bar, both at law and in equity, against Owner Trustee, its succes-
sors and assigns, and against -any and all persons claiming the property
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sold, or any part thereof, under, by or through Owner Trustee, its succes- »

sor or assigns (subject, however, to the then existing rights, if any, of Les-
see under the Lease).

SECTION 8.07. Application of Proceeds. The purchase money proceeds
and/or avails of any sale of the Trust Estate, or any part hereof, and the
proceeds and the avails of any remedy hereunder, shall be paid and ap-
plied as specified in Section 4.04.

SECTION 8.08. Security Trustee to Act for Noteholders. All rights of ac-
tion and to assert claims under this Agreement, or under any of the
Notes, may be enforced by Security Trustee without the possession of any
of the Notes or the production thereof on any trial or other proceedings
instituted by Security Trustee, and any such trial or other proceedings
shall be brought in its own name as trustee of an express trust, and any
recovery of judgment shall be for the ratable benefit of the Holders of the
Notes. In any proceedings brought by Security Trustee (and also in any
proceedings involving the interpretation of any provision of this
Agreement to which Security Trustee shall be a party), Security Trustee
~ shall be held to represent all the Holders of the Notes, and it shall not be
necessary to make any such Holders parties to such proceedings.

.SECTION 8.09. Remedies Cumulative. Each and every right, power and
remedy herein specifically given to Security Trustee or otherwise in this
Agreement provided shall be cumulative and shall be in addition to every
other right, power and remedy herein specifically given or now or here-
after existing at law, in equity or by statute, and each and every right,
power and remedy whether specifically herein given or otherwise existing
may be exercised from time to time and as often and in such order as may
be deemed expedient by Security Trustee, and the exercise or the begin-
ning of the exercise of any right, power or remedy shall not be construed
to be a waiver of the right to exercise at the same time or thereafter any
other right, power or remedy. No delay or omission by Security Trustee

-in the exercise of any right, power or remedy or in the pursuit of any
remedy shall impair any such right, power or remedy or be construed to
be a waiver of any default on the part of Owners, Owner Trustee or Les-
see or to be an acquiescence therein. '

SECTION 8.10. Discontinuance of Remedies. In case Security Trustee
shall have proceeded to enforce any right, power or remedy under this
-Agreement by foreclosure, entry or otherwise, and such proceedings shall
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have been discontinued or abandoned for any reason or shall have been
determined adversely to Security Trustee, then, and in every such case,
Owners, Owner Trustee, Lessee, Security Trustee and the Noteholders
shall be restored to their former positions and rights hereunder with re-
spect to the Trust Estate, and all rights, powers and remedies of Security
Trustee shall continue as if no such proceedings had been taken.

SECTION 8.11. Waiver of Events of Default. Any existing Default or
‘Event of Default and its consequences may be waived by a Directive, ex-
cept (i) in respect of the payment of the principal of, or premium, if any,
or interest on, any Note, subject to the provisions of Section 8.03, or (ii) in
respect of a covenant or provision hereof which, under Section 10.02, can-
not be modified or amended without the consent of each Noteholder af-
fected thereby. Upon any such waiver, such Default shall cease to exist,
and any Event of Default shall be deemed to have been cured, for every
purpose of this Agreement; but no such waiver shall extend to any sub-
sequent or other Default or Event of Default or impair any right con-
sequent thereon. ’

-SECTION 8.12. Limitation on Remedies. The foregoing provisions of this
Article VIII are subject in all respects to all mandatory legal require-
ments at the time in force and applicable thereto.

ARTICLE IX
SECURITY TRUSTEE

SECTION 9.01. Certain Duties and Responsibilitieé. (a) Except during the
continuance of an Event of Default of which Security Trustee has knowl-
edge:

(1) Security Trustee undertakes to perform such duties and only
such duties as are specifically set forth in this Agreement, and no im-
plied covenants or obligations shall be read into this Agreement
against Security Trustee; and

(2) in the absence of bad faith on its part, Security Trustee may
conclusively rely, as to the truth of the statements and the correct-
ness of the opinions expressed therein, upon certificates or opinions

- furnished to Security Trustee and conforming to the requirements of
this Agreement or the Lease; but in the case of any such certificates
or opinions which by any provision hereof or thereof are specifically
required to be furnished to Security Trustee or Owner Trustee, as the



34

case may be, Security Trustee shall be under a duty to examine the
same to determine whether or not they conform to the requirements
of this Agreement or the Lease, as the case may be.

(b) In case an Event of Default shall have occurred and be continuing
of which Security Trustee has knowledge, Security Trustee shall exercise
-such of the rights and powers vested in it by this 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.

(¢) No provision of this Agreement shall be construed to relieve Securi-
ty Trustee from liability for its own negligent action, its own negligent
failure to act or its own wilful misconduct, except that

(1) this paragraph (c¢) shall not be construed to limit the effect of
paragraph (a) of this Section 9.01;

(2) Security Trustee shall not be liable for any error of judgment
made in good faith by an officer of Security Trustee unless it shall be
proved that Security Trustee was negligent in ascertaining the per-
tinent facts;

(3) Security Trustee shall not be liable with respect to any action
taken or omitted to be taken by it in good faith in accordance with a
Directive; and

(4) no provision of this Agreement shall require Security Trustee
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, if it shall have reasonable
grounds to believe that repayment of such funds or adequate indem-
nity against such risk or liability is not reasonably assured to it.

(d) Whether or not therein expressly so provided, every provision of
this Agreement relating to the conduct or affecting the liability of or
affording protection to Security Trustee shall be subject to the provisions
of this Section 9.01.

(e) Security Trustee shall not be required to take any action under Ar-
ticles VIII or IX, nor shall any other provision of this Agreement be
deemed to impose a duty on Security Trustee to take any action, if Securi-
ty Trustee shall have been advised by counsel that such action is contrary
to the terms hereof or of the Lease or the Purchase Agreements or is con-
trary to law.
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(f) Subject to the terms of this Section 9.01, the Noteholders, by Direc-
tive, shall have the right to direct the time, method and place of conduct-
ing any proceeding or any remedy available to Security Trustee, or exer-
cising any trust or power conferred upon Security Trustee, including the
right to direct Security Trustee to request the termination of the Lease
pursuant to Section 11 thereof; provided, however, that such Directive shall
not be otherwise than in accordance with law and the provisions of this
Agreement, the Lease or the Purchase Agreements, and Security Trustee
.shall have the right to decline to follow any such Directive if Security
Trustee, being advised by counsel, shall determine that the proceedings so
directed may not be lawfully taken, or if Security Trustee in good faith
shall determine that the proceedings so directed would involve it in per-
- sonal liability, or if Security Trustee in good faith shall determine that
the action so directed would be unjustly prejudicial to the Holders of the
Notes not executing such Directive; and provided further, that nothing in
this Agreément shall impair the right of Security Trustee to take any ac-
tion deemed proper by Securlty Trustee and which is not inconsistent
with such Directive.

SECTION 9.02. Compensation of Security Trustee. Security Trustee shall
be entitled to reasonable compensation (which shall not be limited by any
provision of law in regard to the compensation of a trustee of an express
trust) for all services rendered, and to reimbursement for all other
Trustee’s Expenses. Owner Trustee agrees to pay such compensation for
services of Security Trustee and to reimburse it for all other Trustee’s Ex-
penses out of the Trust Estate if payment thereof is not made pursuant to
the Finance Agreement or the Lease. Owner Trustee agrees to indemnify
and save harmless Security Trustee out of the Trust Estate from and
against all loss, liability and expense incurred without negligence or bad
faith on its part arising out of or in connection with the acceptance or ad-
ministration of this trust, including the costs and expenses of defending
itself against any claim or liability in connection with the exercise or per-
formance of any rights, remedies or duties under this Agreement. With-
out limiting the foregoing and any provision of Article IV to the contrary
notwithstanding, Security Trustee shall have a lien for Trustee’s Ex-
penses and indemnity on the Trust Estate prior to the lien and securxty
interest for the benefit of the Notes.

SECTION 9.03. Certain Rights of Security Trustee. (a) Except as set forth
-in Section 8 of the Finance Agreement, Security Trustee shall not be re-
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sponsible for any recitals herein or in the Finance Agreement, the Pur-
chase Agreements, the Notes or the Lease or for insuring, inspecting or
- otherwise dealing with the Trust Estate or for paying or discharging any
tax, assessment, governmental charge or lien affecting the Trust Estate
or for the recording, filing or re-filing of this Agreement or the Lease, or of
any supplement hereto or thereto, or of any financing statement or con-
tinuation statement in respect hereof or thereof, nor shall Security Trus-
tee be bound to ascertain or inquire as to the performance or observance
- of any covenants, conditions or agreements contained herein or in the
Finance Agreement, the Lease or the Purchase Agreements; and, except in
the case of a default in the payment of the principal of, or premium, if
any, or interest on, any Note or a Default of which Security Trustee has
actual knowledge, Security Trustee shall be deemed to have knowledge of
-any Default in the performance or observance of any such covenants, con-
ditions or agreements only upon receipt of written notice thereof from
Owners, Owner Trustee, Lessee or one of the Holders of the Notes;
provided, however, that upon receipt by Security Trustee of such written
notice from Owners, Owner Trustee, Lessee or a Holder of a Note, Securi-
ty Trustee shall promptly notify all the other Holders of such notice and
the Default referred to therein by prepaid registered or certified mail ad-
dressed to them at their addresses set forth in the Note register.

(b) Except as set forth in Section 8 of the Finance Agreement, Security
Trustee makes no representation or warranty as to and is not responsible
for the validity, sufficiency or enforceability of this Agreement, the Notes,
the Finance Agreement, the Purchase Agreements, the Lease or any in-
strument included in the Trust Estate, or as to or for the value, title, con-

A dition, maintenance or fitness for use of, or otherwise with respect to, any
unit of the Equipment, or whether the same constitutes sufficient security
for the Notes. Security Trustee 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 Agreement. '

(¢) Security Trustee may rely and shall be protected in acting or re-
fraining from acting upon any resolution, certificate, statement, in-
strument, opinion, report, notice, request, direction, consent, order, bond,
note or other paper or document conforming to any applicable provision
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hereof or of the Lease and 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 an Owner, Owner
Trustee or Lessee shall be sufficiently evidenced by a request, direction or
authorization in writing, delivered to Security Trustee, and signed in the
name of an Owner, Owner Trustee or Lessee, as the case may be, by its
Chairman of the Board, its President, any Vice President, its Treasurer,
its Comptroller, any Assistant Comptroller, its Secretary, any Assistant
Secretary or any Trust Officer; and any resolution of the Board -of Direc-
tors of an Owner, Owner Trustee or Lessee shall be sufficiently evidenced
by a copy of such resolution, certified by its Secretary, an Assistant Secre-
tary or a Trust Officer to have been duly adopted and to be in full force
and effect on the date of such certification, delivered to Security Trustee.

(e) Whenever in the administration of the trusts herein provided for
Security Trustee shall deem it necessary or desirable that a 'matt.er 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 conclusively proved and es-
tablished by a certificate purporting to be signed by the Chairman of the
Board, the President, any Vice President, the Treasurer, the Comptroller,
any Assistant Comptroller, any Trust Officer, the Secretary or any Assist-
ant Secretary of an Owner, Owner Trustee or Lessee.and delivered to
Security Trustee, and such certificate shall be full warrant to -Security
Trustee or any other person for any action taken, suffered or omitted on-
the faith thereof, but in its discretion Security Trustee 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. ' ’

(f) Security Trustee may consult with, and in all cases pay reasonable
compensation to, counsel, appraisers, engineers, accountants and other
skilled persors to be selected by Security Trustee, 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 Security Trustee in -
good faith and in reliance thereon. '

(g) Security Trustee shall be under no obligation to take any action to
protect, preserve or enforce any rights or interests in the Trust Estate or
to take any action towards the execution or enforcement of the trusts
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hereunder or otherwise hereunder, whether on its own motion or on the
request of any other person, which in the opinion of Security Trustee may
involve loss, liability or expense to Security Trustee, unless Owners,
Owner Trustee or one or more Holders of the Notes shall offer and fur-
nish reasonable security or indemnity against loss, liability and expense
reasonably satlsfactory to Security Trustee.

(h) Subject to Section 9.01(b), Security Trustee shall not be liable 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 it
by this Agreement. The possession by Security Trustee of the right to do
any act enumerated in this Agreement shall not be construed as creating
a duty to exercise any such right.

(i) Security Trustee shall not be bound to make any investigation into
the facts or matters stated in any resolution, certificate, statement, in-
strument, opinion, report, notice, request, direction, consent, order, bond,
note or other paper or document, or as to whether any act therein referred
to has been performed unless requested to doso by a Directive.

(3) Security Trustee may ezgecute any of the trusts or powers hereunder
or perform any duties hereunder either directly or by or through, and pay
reasonable compensation to, agents or attorneys, and Security Trustee

.shall not be responsible for any misconduct or negligence on the part of
any agent or attorney appointed by it with due care.

SECTION'9.04. Other Evidence. Securitj Trustee shall have the right, but
shall not be required, to demand in respect of the withdrawal of any cash,
the release of any property, the subjection of any after acquired property
to the lien of this Agreement or any other action whatsoever within the
purview hereof any showings, certificates, opinions, appraisals, corporate
action or other information by Security Trustee deemed necessary or ap-

propriate in addition to the matters by the terms hereof required as a con-

_dition precedent to such action.

SECTION 9.05. Status of Money Received. All moneys received by Securi-
ty Trustee 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




39

law, and may be deposited by Security Trustee under such general condi-
tions as may be prescribed by law in Security Trustee’s general banking
department, and Security Trustee shall be under no liability for interest
on any moneys received by it hereunder. Security Trustee and any
affiliated corporation may become the Holder of any Note and be interest-
ed in any financial transaction with an Owner or any affiliated corpora-
tion, and Security Trustee may act as depositary or otherwise in respect
to other securities of an Owner or any affiliated corporation, all with the
same rights which it would have if not Security Trustee.

SECTION 9.06. Appointment of Additional Trustee. (a) At any time or
times, for the purpose of meeting the legal requirements of any jurisdic-
tion in which any part of the Trust Estate may at the time be located,
Security Trustee shall have power to appoint one or more Persons to act
as co-trustee of all or any part of the Trust Estate or to act as separate
trustee of any property constituting a part thereof, in either case with
such powers as may be provided in the instrument of appointment, and to
vest in such Person or Persons any property, title, right or power deemed
necessary or desirable, subject to the remaining provisions of this Section
9.06.

(b) Every separate trustee or co-trustee shall, to the extent permitted
by law, be appointed subject to the following terms:

(1) The rights, powers, duties and obligations conferred or im-
posed upon any such separate trustee or co-trustee shall not be
greater than those conferred or imposed upon Security Trustee, and
such rights and powers shall be exercisable only jointly with Security
Trustee, except to the extent that, under any law of any jurisdiction
in which any particular act or acts are to be performed, Security
Trustee shall be incompetent or unqualified to perform such act or
acts, in which event such rights and powers shall be exercised by such
separate trustee or co-trustee subject to the provisions of subpara-
graph (4) of this paragraph (b);

(2) Securlty Trustee may at any time, by an instrument in writing
executed by it, accept the resignation of or remove any separate
trustee or co-trustee appointed hereunder;

(3) No trustee hereunder shall be liable by reason of any act or
omission of any other trustee hereunder; and

(4) No power given to such separate trustee or co-trustee shall be
separately exercised hereunder by such separate trustee or co-trustee
except with the consent in writing of Security Trustee.
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(c) Upon the acceptance in writing of such appointment by any such
separate trustee or co-trustee, he or it shall be vested with the estates or
property specified in the instrument of appointment subject to all the
terms of this Agreement.

SECTION 9.07. Resignation or Removal. (a) Security Trustee or any
successor thereto may resign at any time without cause by giving at least
30 days’ prior written notice to Owners, Owner Trustee and each Note-
holder, such resignation to be effective upon the payment of all sums
payable to Security Trustee under Section 9.02 and acceptance of the
. trusteeship by a successor trustee. In addition, Security Trustee may be
removed without cause by a Directive delivered to Owners, Owner
Trustee and Security Trustee, such removal to be effective upon payment
of all sums payable to Security Trustee under Section 9.02, and Security
Trustee shall promptly notify each Noteholder thereof in writing. In the
case of the resignation or removal of Security Trustee, a successor trustee
may be appointed by a Directive. If a successor trustee shall not have
been appointed within 30 days after such notice of resignation or removal,
Owners, Owner Trustee, any Noteholder or Security Trustee may apply
to any court of competent jurisdiction to appoint a successor trustee to
-act until such time, if any, as a successor shall have been appointed by
Directive. The successor trustee.appointed by such court shall immedi-
ately and without further act be superseded by any successor trustee ap-
pointed by Directive within one year from the date of appointment by
such court.

(b). Any successor trustee, however appointed, shall execute and deliver
to Owner Trustee and to the predecessor trustee an instrument accepting
such appointment, and thereupon such successor trustee, without further
act, shall become vested with all the estates, properties, rights, powers
and duties of the predecessor trustee hereunder with like effect as if
originally named the trustee herein; but nevertheless, upon the written
request of such successor trustee, such predecessor trustee shall execute
and deliver an instrument transferring to such successor trustee, upon the
trusts herein expressed, all the estates, properties, rights and powers of
such predecessor trustee, and such predecessor trustee shall duly assign,
transfer, deliver and pay over to such successor trustee all moneys or
other property then held by such predecessor trustee hereunder.
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(c) Any successor trustee, however appointed, shall be a bank or trust
company having its principal place of business in Pittsburgh or Philadel-
phia, Pennsylvania or Chicago, Illinois, and having a combined capital
and surplus of at least $50,000,000, if there be such an institution willing,
able and legally qualified to perform the duties of the trustee hereunder
. upon reasonable or customary terms. :

(d) Any corporation into whlch Security Trustee may be merged or
converted or with which it may be consolidated, or any corporation re-
sulting from any merger, conversion or consolidation to which Security
Trustee shall be a party, or any corporation to which substantially all the.
business of Security Trustee may be transferred, shall, subject to the
terms of _'paragraph' (c) of this Section 9.07, be the trustee under this
. Agreement without further act. '

ARTICLE X
*+ SUPPLEMENTAL AGREEMENTS

. SECTION 10.01. Supplements without Consent.of Noteholders. Owner
Trustee and Security Trustee from time to time and at any time, subject
to the restrictions contained in this Agreement, may enter into an
agreement or agreements supplemental hereto, without the ebnsent of the
Noteholders, for any one or more or all of the following purposes, whlch
thereafter shall form a part of this Agreement

(a) to add to the covenants and agreements to be dbserved by, or to
surrender any right or power reserved to or conferred upon, Owner
Trustee,

~ (b) to subject to the lien of this Agreement additional property
' herea,fter acquired by Owner Trustee and intended to be subjected to
- the lien of this Agreement, or to corfect and amplify the descrlptlon
of any property subject to the lien of this Agreement,

(c) to permit the qualification of this Agreement under the Trust
Indenture Act of 1939, as amended, or any similar federal statute
hereafter in effect, except that nothing herein contained shall permit
or authorize the inclusion of the provisions referred to in Section
316(a)(2) of said Trust Indenture Act of 1939 or any corresponding
provision in any similar federal statute hereafter in effect; or

(d) for any other purpose not inconsistent with the terms of this
Agreement, or to cure any ambiguity or cure, correct or supplement
any defect or inconsistent provisions of this Agreement or any sup-
plemental agreement.
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‘No restriction or obligation imposed upon Owner Trustee may, except'é.s
otherwise provided in this Agreement, be walved or modified by such sup-
plemental agreement or otherw1se

SECTION 10.02. Supplements with Consent of. Noteholders. Upon receipt
of a Directive, Owner Trustee and Security Trustee may enter into an
agreement or agreements supplemental hereto for the purpose of adding,
changing or eliminating any provisions of this Agreement or of ‘any
agreement supplemental hereto or modifying in any manner the rights
and-obligations of the-Holders of the Notes and Owner Trustee; provided
that no such supplemental agreement shall (i) impair or affect the right of -
any Holder to receive payments or prepayments of the prmclpal of and
payments of the interest and premium; if any, on its Note a8 therein and

herein provided without the consent of such Holder, (ii) permlt the crea- .

tion of any lien with respect to any of the Trust Estate without the con-
sent of the Holders of all the Notes then Outstanding, (iii) deprive the
Holder of any Note of the benefit of the lien of this Agreement upon all or
any part of the Trust Estate without the consent of such Holder, (iv)
reduce the percentage of the aggregate prmclpal amount of Notes the -
Holders of which are required to consent to any action hereunder, or
change the deﬁmtlon of “Directive”, without the consent of the Holders
of all of the Notes then Outstandmg or (v) modify the rights, duties or
immunities of Securlty Trustee w1thout the consent of the Holders of all
of the Notes then Outstandlng

_ SECTION 10.03. Notice of Supplements. Promptly after the execution by

Owner Trustee and Security Trustee of any supplemental agreement pur-
suant to the provisions ‘of Section 10.01 or 10.02, Security Trustee shall
mail a wrltten notice setting forth in general terms the substance of such
supplemental agreement, together with a conformed copy thereof, first
class postage prepaid, to each Holder of the Notes at its address set forth
in the Note register. ‘Any failure of Security Trustee to give such notice,
or any defect therein, shall not, however, in any way impair or affect the
validity of any such supplemental agreement.” °

SECTION 10.04. Ezecution by Security Trustee. Security Trustee is here-
by authorized to join with Owner Trustee in the execution of any sup-
plemental agreement authorized or permitted by the terms of this
Agreement and to make the further agreements and stipulations which
may be therein contained, and Security Trustee may receive an opinion of
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counsel selected by Security Trustee (who may be counsel for Lessee or
Owner Trustee) as conclusive evidence that any supplemental agreement
executed pursuant to the provisions of thls Article X complies with the.
requlrements hereof.

SECTION 10.05. Supplements Adversely Affecting Security Trustee. If in
the opinion of Security Trustee any document required to be executed
pursuant to the terms of Section 10.01 or 10.02 affects any right, duty, im-
munity or indemnity in favor of Security Trustee under this Agreement,
the Finance Agreement, the Purchase Agreements or the Lease, Security
Trustee may in its discretion decline to execute such document.

- SECTION.10.06. Form of Supplements. It shall not be necessary for any
Directive furnished pursuant to Section 10.02 to specify the particular
form of the proposed document to be executed pursuant to Section 10.02,
but it shall be sufficient if such request shall indicate the substance
thereof. :

ARTICLE XI

RELEASE OF AGREEMENT

SECTION 11.01. Release by Security Trustee. Upon receiving evidence
satisfactory to it that (i) Owner Trustee has fully performed and observed
its covenants and obligations contained in this Agreement\ (ii) Owners
and Owner Trustee have fully performed and observed their respective
covenants and obligations contained in the Finance Agreement, (iii) all
Holders have received full payment of all principal, premium, if any, and
interest and other sums payable to them hereunder and under the Notes
or Security Trustee holds (and shall have notified the Holders that it
holds) in trust for that purpose an amount sufficient to make full
payment thereof when due and (iv) all Trustee’s Expenses shall have been
paid in full, Security Trustee shall, at the request and at'the expense of
Owner Trustee, execute and deliver to Owner Trustee such deeds or other
instruments as shall be requisite to eévidence the satisfaction and dis-
charge of this Agreement and the security hereby created, to release.or
reconvey all the Trust Estate to Owner Trustee freed and discharged
from the trusts and provisions herein contained and to release Owner
Trustee from its covenants herein contained. : :
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ARTICLE XII
LIMITATION OF OWNERS' AND OWNER TRUSTEE'S LIABILITY

SECTION 12.01. Limitation of Liability. It is expressly understood and
agreed by and between Owner Trustee, Security Trustee and the Holders
of the Notes from time to time Outstanding that this Agreement is
executed by Continental Illinois National Bank and Trust Company of
Chicago, 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 Continental Illinois National Bank and
Trust Company of Chicago hereby warrants that it possesses full power
and authority to enter into and perform this. Agreement); it is further un-
derstood and agreed that, except as otherwise expressly proyvided herein
or in the Finance Agreement and except in the case of negligence or wilful
misconduct of Owner Trustee for which Owner Trustee alone shall be lia-
ble, nothing herein contained shall be construed as creating any liability
on Continental Illinois National Bank and Trust Company of Chicago in-
dividually or personally or on Owners to perform any covenant contained
herein, all such liability being expressly waived by Security Trustee and
the Holders of the Notes; and so far as Continental Illinois National
Bank and Trust Company of Chicago or Owners are concerned, Security
Trustee and the Holders of the Notes shall look solely to the Trust Estate
for payment of the indebtedness evidenced by the Notes and the perform-
ance of the other obligations herein.

ARTICLE XIII
MISCELLANEOUS

SECTION 13.01. Interest of Noteholders in Trust Estate. No Holder of any
Note shall have legal title to any part of the Trust Estate. No transfer,
by operation of law or otherwise, of any Note or other right, title and in-
terest of any Holder of a Note in and to the Trust Estate or hereunder
shall operate to terminate this Agreement or the trusts hereunder or enti-
tle any successor or transferee of such Holder to an accounting or to the
transfer to it of legal title to any part of the Trust Estate.

" SECTION 13.02. Sale of Equipment Divests All Prior Interests. Any sale or
other conveyance of the Equipment by Security Trustee made pursuant
to the terms of this Agreement or of the Lease shall bind the Holders of
the Notes and shall be effective to transfer or convey all right, title and
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interest of Security Trustee, Owners, Owner Trustee and such Holders in
and to the Equipment (subject, however, to the then existing rights, if
any, of Lessee under the Lease).

SECTION 13.03. No Interest of Third Persons. Nothing in this Agree-
ment, whether express or implied, shall be construed to give to any Person
other than Owners, Owner Trustee, Security Trustee and the Holders of
the Notes any legal or equitable right, remedy or claim under or in respect
of this Agreement or any Note.

~ SECTION 13.04. Notices. Any notice hereunder to any of the persons des-
ignated below shall be deemed to have been properly served if delivered
personally or'if mailed, certified mail postage prepaid, at the following

specified addresses:
(a) To Manufacturers Hanover Leasing Corporation, 350 Park

Avenue, New York, New York 10022, attention of Mr. Robert L.
Burke, Senior Vice President;

(b) To Old Kent Bank and Trust Company, One Vandenberg
Center, Grand Rapids, Michigan 49502, attention of Mr. James J.
Nyhuis, Assistant Vice President;

(¢) To Owner Trustee, 231 South La Salle Street, Chicago, Illinois
60693, attention of Corporate Trust Department;

~ (d) To Lessee, c/o Allegheny Power Service Corporation, 320 Park
Avenue, New York, New York 10022, attention of Mr. Klaus Berg-
man, Vice President; . '

(e)-To Security Trustee, Mellon Square, Pittsburgh, Pennsylvania
15230, attention of Corporate Trust Division; and

(f) To each Loan Participant, at its address set forth in the Note
register;

or to such other address as may have been furnished in writing by any of
the foregoing to the other persons named above.

" SECTION 13.05. Partial Invalidity. Any provision of this Agreement
which is prohibited or unenforceable in any jurisdiction shall, as to such
jurisdiction, be ineffective to the extent of such prohibition or unenforce-
ability without invalidating the remaining provisions hereof, and any
such prohibition or unenforceability in any jurisdiction shall not in-
validate or render unenforceable such provision in any other jurisdiction.
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SECTION 13.06. Successors and Assigns. All covenants and agreements
contained herein shall be binding upon, and inure to the benefit of, Owner
Trustee, Security Trustee and their respective successors and permitted
assigns and each Holder of any Note. Any request, notice, direction, con-
sent, waiver or other instrument or action by any Holder of any Note
shall bind the successors and assigns of'such Holder.

SECTION 13.07. Counterparts. This Agreement may be executed in any
number of counterparts, each of which so executed shall be deemed to be
an original, and such counterparts together shall constitute but one and
the same instrument, which shall be sufficiently evidenced by any such
original counterpart. Although this Agreement is dated for convenience
as of March 31, 1975, the actual date or dates of execution hereof by the
parties hereto is or are, respectively, the date or dates stated in the
acknowledgments hereto annexed.
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IN WiTNESs WHEREOF, the parties hereto, each pursuant to due corpo-
rate authority, have caused this Agreement to be signed in their respec-
tive corporate names by duly authorized officers and their réspective cor-
porate seals to be hereunto affixed and duly attested, all as of the date

first above written.

o CONTINENTAL ILLINOIS NATIONAL BANK .
o AND TRUST COMPANY OF CHICAGO,
S ‘ as Owner Trustee
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Trust Officer

LIS

MELLON BaNk, N.A,
as Security Trustee

By = L (1] 11171 S
d

(/ g Vice President

(CORPORATE SEAL)

Attest:
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Assistant Secretary

G128 el emledatsW T visY

CT e Sowdierast Jeaiad vadgu)  seipderdl
~. - 8RR AST e enivd roliziinged [
- - T .
o
b, - -
- oL
- I .
- 4 N
T ¢
. ~7 AN
T N
A -~



48 .

STATE: OF ILLINOIS } -

. CouNTY. oF CooK

On this éﬂvday of June, 1975, before me personally appeared
...... M. J..Krug€eT o me personally known, who, being by me duly
~ sworn, says that heisa Second Vice President of Continental Illinois Na-
tional Bank and Trust Company of Chicago, that one of the seals affixed .
"to the foregoing instrument is the corporate seal of said assoclatlon and-
that said instrument was signed and sealed on behalf of: sald association
. by authority of its By-laws, and he acknowledged that\the execution of
the foregomg instrument was the free act and deed o sald assocmtlon

i 4
w By
- ‘E:f. ¥

_(NQTARIAL SEAL)

My Cgtﬁfnission Expires . . JNOVEMBER .1.6 aere o "

COMMONWEALTH OF PENNSYLVANIA o
COUNTY OF ALLEGHENY

On this 7%day of June, 1975, before me personally appeared
. B L.DONMDE. . . ... , to me personally known, who, being by me duly
sworn, says that he is a Vice President of Mellon Bank, N. A., that one of
the seals affixed to the foregoing instrument is the cori)orate seal of said
. association and that said instrument was signed and sealed on behalf of
said association by authority of its By-laws, and he acknowledged that
the execution of the foregoing instrument was the free gct and deed of

said association. ,

-----

(NOTARIAL SEAL) Mary T. Wéinhelmer. Notary, Pebfb- '
Phttsburgh, Allegheny County, Penns',lvanh

.My Commission Expires My. Commission .E".p'.“?s.:‘:"?”?’y 2 “"’3




Builder

Thrall Car
Manufacturing
Company

Bethlehem Steel
Corporation

Bethlehem Steel
Corporation

Type

100-ton (4,000 cu.
ft.) high-side steel
gondola cars with
swivel couplers

100-ton (3,608 cu.

{¢.) open-top hopper

cars with one
rotating and one
non-rotating
coupler

100-ton (3,608 cu.

ft.) open-top hopper

cars with rotating
couplers on both
ends
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Builder’s
Specifications Quantity
GN-100-46-133 106
X-300-190 dated 101
12/17/73
X-300-190 dated 5

12/17/73

DESCRIPTION OF EQUIPMENT

Annex A to
Security Agreement
Lessee’s Road
Numbers
(Both Place of
Inclusive) Delivery
APAX 501-APAX 606 Chicago Heights,
Illinois
APAX 101-APAX 201 Johnstown,
Pennsylvania
APAX 202-APAX 206  Johnstown,
Pennsylvania



