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Lease of Equipment dated as of April 6, 1979
between San Francisco Financial No.

III lessor,
and The Western Pacific Railroad Company, lessee
Dear Sir:

Enclosed herewith for filing pursuant to 49
U.Ss.C.

§ 11303 is the Lease of Equipment dated as of
April 6, 1979

/“_\\
as amended and assigned to First Security
Bank of Utah, N.A '

|
and the Security and Loan Agreement
dated.as of July 1, 1979 among San Francilsco Financial
* No.

III, First Security Bank of Utah, N.A

, and General
American Life Insurance Company

The parties to the transaction are
Lessor:

San Francisco Financial No. III
ship composed of Steiner Sea,
Co. and AUCO Leasing Co.

c/o Steiner Sea, Air & Rail Co.
Spear . Street Tower - Suite 2510
One Market Plaza
San Francisco, California
Lessee:

, a partner-
Air & Rail

94105
The Western Pacific Railroad Company
526 Mission Street
San Francisco,

CA 94105

R A \W}n N
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Secretary, Interstate
Commerce CQmmission\

Lender:

Secured
Party:

(for the
Lendor)

is:

stamp the

General American Life Insurance Company
700 Market Street _
St. -Louis, Mo. 63101 = '

First Security Bank of Utah, N.A.
Corporate Trust Department

79 South Main Street

Salt Lake City, Utah 84111

The railroad rolling stock covered by the Lease

30 bi-level auto racks on leased Trailer
Train flatcars; Lessee road numbers
WPB 701-730

2 tri-level auto racks on leased Trailer
Train flatcars; Lessee road numbers

WPR 731-732 ‘

5 Wide deck implement flatcars, rebuilt
from cars in series PC 750000

Lessee road numbers WP 1902-1906

Please record one ofiginal of each document and

other four copies and the copy of this letter

enclosed herewith with the recordation date and return such

copies to

the delivering messenger who will wait.

A check is enclosed in payment of the applicable

recording fee.

PK/gm
Encs.

Very truly yours,

Pt 16

Paul Kepler

President,

Steiner Sea, Air & Rail Co.,
Managing partner of . SR
San Francisco Financial No. IIL |
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SECURITY AND LOAN AGREEMENT
Dated as of July 1, 1979
Among
GENERARL AMERICAN LIFE INSURANCE COMPARNY,
Lender, | |
FIRST SECURiTY BANK OF UTAH, N.AR.,
as Security Trustee |
for the Lender,
Secured Party,
and :
SAN FRANCISCO FINANCIAL No. III, |

Dedbtor
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THIS SECURITY AND LOAN AGREEWENT dated as of July
1, 1979, (the "Agreement") among San Francisco Financial V¥No.
IIT (the “Debtor"), a2 partnershipr composed of Steiner Ses,
Bir &€ Rail Co., a Utah corporation, and AUCO leasing Co., a
Utah corporation; First Security Bank of Utah, N.R. (the
"Secured Farty®™) as Security Trustee for General American
Life Insurance Company (the "Lender"); and the Lender,

WITNESSETH

A. The Debtor (i) is the owner of the Trailers,
leased to Western Pacific Railroad Company (the "Iessee”)
under a Lease of Equipment dated as of April 6, 18738 (the
"Lease"), attached hereto as Exhibit I, and (ii) prroposes to
acquire and lease tc the lessee pursuant to the Iease, as
amended by Lease BAmendment No. 1 dated the date hereof, the
Rebuilt Hulks and the Auto Racks. The Trailers, the Rebuilt
Hulks and the Butoc Racks are hereinafter referred to
collectively as the "Eguipment®, and individually as a "unit
of Equipment®, as more fully described in the Equipment
Schedules attached hereto and to the lease.

B. The lender agrees to lend to the Debtor a
portion of the Lessor®s Cost of the Eguipment; and the
Debtor, while remaining the beneficial owner cf the
Eguipment, hereby grants to the Secured Party a security
interest in the Eguipment and its rights in, to and under
the Lease pursuant to an Assignment of Lease and Agreement
(the "Lease Assignment"™) attached hereto as Fxhitit II. The
rights acqguired by the Secured Party pursuant to this
Bgreement shall be and are acguired by the Secured Party for
the benefit of the lender.



SECTION 1. Definitions.

For all purposes of this Security and loan
Agreement, the following terms shall have the fcllowing
meanings:

"Agresement” -shall mean this Security and Loan
Agreement.

“Auto Racks" shall mean the new Auto Racks on flat

cars to be purchased from the Manufacturer.

"Basic Rent" shall mean Basic Rent as defined in

Section 3(b) of the lease.

"Builder®” shall mean Pacific Fruit Express
Company.

"Business Day"” shall mean any day which is neither
a Saturday or Sunday nor a day in which banking institutions
in Utah are authorized or regquired by lawv to remain closed.

"Casualty Occurrences"™ shall mean Casualty
Occurrences as defined in the lease.

of Delivery, in the form attached to the lease as Exhidit I,
which shall particularly describe a unit or units of
Fguipment and evidence delivery and acceptance thereof.

P — P PP )

Equipment Collateral and After—-Acguired Property as
described in Section 2 of this Agreenment.

"Cut-off Date" shall mean December 31, 1979.

"Debtor" shall mean San Francisco Financial Vo.

III, a partnership composed of Steiner Sea, RAir & Rail Co.
and AUCO Lleasing Co.

"Declaration of Default" shall mean a Peclaration
of Default by the Secured Party pursuant to Secticn 16.1 of
this Agreement.

e oot s s g airtt

Secured Party by the Lender pursuant to Section 3.1 of this
Bgreenment.

-2-



"Disbursement_Date”™ shall mean the date upon which
any unit of Equipment is delivered tc and accepted by the
Lessee under the lease and settlement is made therefor by
the Debtcr and the Secured Party.

"Eguipment” (in the singular, a "unit of Kguip-
ment”) shall mean the Trailers, Auto Racks and Rebuilt Hulks
leased by the Lessee under the lease, a security interest in
which is granted to the Secured Party by this Agreement.

e o i Sy G s S G s PP S v s W W S .

Auto Racks and Rebuilt Hulks together with all accessories,
eguipment, parts and appurtenances thereto as described in
Section 2.1 herecof,

"Eguipment Collateral” shall mean the Trailers,

"Equipment Schedule” shall mean a schedtule
attached hereto and to the Lease describing with
particularity the Equipment to be leased by the lessee under
the Lease and to be subject to the security interest
hereunder.

"Escrow Expense” shall mean any investment fees or
similar charges of the Secured Party payYable pursuant to
Section 3.3 hereof.

"Escrow Fund” shall mean the portion of the
Lender®s Deposit with the Secured Party which is rnot
disbursed to the Debtor on the First Disburserent Date, to
be invested by the Secured Party pursuvant to Section 3.3
hereof.

"Escrow _Gain" shall mean the amount, if any, by
which the proceeds of the sale of an Investment exceed the
Investment Cost thereof plus Escrow Expenses thereon.

"Escrow_loss"” shall mean the amount, if any, by

which the Investment Cost of an Investment prlus Escrow
Expenses thereon exceeds the proceeds from the sale thereof.

"Event of Default"” shall mean an Event of Default
under the lease.

"First Disbursement Date" shall mean Rugust 22,
1979 cr such later date to which the parties hereto shall
agree.




"Hulks" shall mean the used standard railroad cars

. . g

to be rebuilt by the Builder.

"Indebtedness” shall mean all moneys owed to the
Lender hereunder as evidenced by the Note of the Debtor and
secured by the Collateral.

*"Tnvestnent Cost"™ shall mean an amount egual to
the purchase or investment price of an Investment (including
any interest accrued or disccunt earned prior to the
purchase thereof).

" shall mean the Investrents described
of.

t
r

"Inyestm
in Section 3.3(a)

hxs
ere

£
h

"lease" shall mean the Lease of Equipment dated as
of April €, 1979 tetween the Pebtor, as lLessor, and the
Lessee, attached hereto as Exhibit I, as amended by lease
Amendment No. 1 dated the date hereof.

"Lease Assionment” shall mean the lease
Assignment, dated the date hereof, attached heretoc as
Exhibit II.

"lease Collateral"™ shall mean the Dektcr’'s rights
under the lease, assigned to the Secured Party pursuant to
Section 2.2 hereofe.

Insurance Comrpanye.

"Lossee” shall mean Western Pacific Railroad
Company.

"lessor's Cost™ shall mean, as to any unit of
Equipment, the purchase price of such unit plus arplicable
sales and use taxes, freight, storage and delivery ccsts,
and all other costs and expenses allocable to the
manufacture and delivery of such unit and includible in the
basis of the unit under the Internal Revenue Code for
purroses of depreciation of the unit.

"letter Rgreement®™ shall mean the lLetter from the
Tebtor to the Builder directing the rebuilding of the Hulks
attached hereto as Exhibit III.




*Manufacturer” shall mean Whitehead & Hales,
Detroit, Michigan, the manufacturer of the Auto ERacks.

"Note" shall mean the Note of the DPebtcr, payable
to the Lender, for the full amount of the Indebtedness
hereunder.

e e as cnbi G e S et et e e

installment of Indebtedness pursuant to the Note is payable
to the Secured Party.

"Purchase Order Assignment™ shall mean the
Purchase Order Assignment of the Lessee attached hereto as
Fxhibit IV assigning its rights and obligations tc rurchase
the Auto Racks under the Purchase Order.

"Rebuilt Hulks" shall mean the Hulks as rebuilt by
the Builder prursuant to the letter Agreement and to be
leased under the lease.

"Beconstruction Cost™ shall mean the ccst of
rebuilding the Hulks, including freight and storage charges,
if anv.

"Secured Party"” shall mean First Security EBank of
Utah, N.A. as Security Trustee for the Lender.

"Stipulated Loss_Yalue"™ shall mean the amount teo
be paid by the Lessee upon a Casualty Occurrence with regard
to a vnit of EFguipment as shcwn on the applicakle Stipulated
loss Value Schedule attached hereto.

"Trailers”™ shall mean the twenty-five forty-foot

FRP trzilers leased to the Lessee under the lease.

SECTICN 2. Grant of Security Interest.

In consideraticn of the premises and other good
and valualtle consideration, the receipt whereof is hereby
acknowledoed, and in order tc secure the payment of the
principal of and interest on the Note according to its tenor
and effect, and tc secure the payment of all other
indebtedness hereby secured and the performance and
observance of all of the Debtor's covenants and conditions
in thes ¥ote and in this Rgreement, the Debtor grants to the
Secured Party a security interest, for the benefit of the
Lender, in the following described property (the
"Collateral”):



(20%) of such amount unless the Lender shall otherwise agree
in writing).

(c) Should the First Disbursement Date be other
than Bugust 22, 1679, the Debtor will give the Lender, the
Secured Party and Messrs. Chapman & Cutler not less than
five (5) PRusiness Days'® prior written or telegrarhic notice
thereof. Payment for the Note (as hereinafter defined)
shall be made to the Secured Party at the principal office
of the Secured Party, not later than 10:00 A.F. local tinme
cen the First Disbursement Date in Federal Reserve or other
funds immediately available to the Secured Party. The Note
delivered to the Ilender on the First Disbursement Date shall
te typewritten and in the form of a single note registered
in the name of the lLender.

(d) The several commitments of the Debtor and the
lender shall expire on December 31, 19789.

3.2 First Disbursement Date.

(a) O©On the First Disbursement Date, the Secured
Party shall pay to the Debtor from the Deposit an amount
egual to the lender's portion of the lLessor's Cost of the
Trailers as shown on Egquipment Schedule A hereto. The
remaining balance of the Depcsit (the "Escrow Fund”) shall
be retained by the Secured Party and applied as described
below. The Debtor shall deliver to the lender a note (the
"Note™) evidencing the indebtedness of the Debtor in the
amount of the Deposit.

(b) Interest on the unpaid principal balance of
the Note shall be payable at ten and one-qguarter rercent
(10-1/4%) from the First Distursement Date until the entire
amount owing has been paid pursuant to Secticn 4 hereof.

3.3 Investment of Escrow_Fund.

(a) On the First Disbursement Date, so long as,
to the knowledge of the Secured Party, no Event of Default
under the lease or event of default hereunder exists, the
Secured Party shall, upon the written direction of the
Debtor and at the expense of the Debtor, invest and reinvest
the Escrow Fund in such of the following Investments as the
Pebtor shall specify:



(i) Bonds or other obligations of the United
States which as to principal and interest constitute direct
obligations of the United States of America or are issued or
guaranteed by any person controlled or supervised by ang
acting as an instrumentality of the United States pursuant
to authority granted by the Congress of the United States
and for which the full faith and credit of the United States
Government is pledged to provide for the payment cf
principal and interest;

(ii) Certificates of deposit and repurchase
agreements issued by or banker's acceptances drawn on
commercial banks which are members of the Federal Reserve
System with capital and surplus of at least £50,000,000; or

(iii) Commercial paper rated "A-1" cr "P-1",
or their equivalent, by Standard & Poor's Corporation or
Moody's Investors Service, Inc., respectively, or their
SuUCCessors;

in each case maturing as nearly as possible on the Disburse-
mnent Date on which such funds will be disbursed to pay the
Lessor®s Cost of the Egquipment to be delivered on such
Disbursement Tate.

(b) "Investment Cost"™ means an amount equal to
the purchase c¢r investment price of an Investrment (including
any interest accrued or disccunt earned prior to the
purchase thereof); "Escrow Expenses"™ means any investment or
similar fees incurred by or pavable to the Secured Party,
and "EFscrow Gain®" means the amount by which the proceeds of
any sale of an Investment exceed the Investment Cost thereof
plus Escrow Expenses thereon.

(c) Upcn any sale or payment at maturity of any
Investrent, the proceeds thereof shall be held Lky the
Secured Party as vart of the Escrow Fund for investment,
reinvestment and application pursuant to Sections 3.4 and
3¢5« If such proceeds shall be less than such Investment
Cost, the Secured Party will immediately notify the Debtor
of such deficiency (an "Escrow loss"). Within three days of
receipt of such nctice, the Tebtor will pay to the Secured
Party the amcunt of the Escrcw Loss specified in such
notice, Any payment in respect of an Escrow Ioss shall be
held and applied by the Secured Party in like manner as the
rroceeds cf the sale or redemption of Investments.

-Q -



3.4 Disbursements_from_Escrow Fupd. Subject to
the satisfaction of the conditions set forth in Section 5.2,
the Secured Party will on each Disbursement Date:

(a) disburse from the Escrow Fund for rayment in
accordance with the invoice and/or certificate deliversd
under Section 5.2, an amount equal to the Lender'®s portion
of the lLessor's Ccst of the units of Equipment delivered and
accepted on said Disbursement Date; and

(p) if such moneys then on deposit in the Fscrow
Fund are insufficient to make the payments provided for in
clause (a) above, promptly uron receirt of notice of such
Disbursement Date, sell such portion of the Investments as
may be necessary in order to provide sufficient funds for
such payment and use the funds so derived, together with any
Escrow Loss paid bty the Debter, to make such rayments as are
provided in clause (a) above.

3.5 Return_of Ralance_ of_ Fscrow _Fund.

(a) If, when all disbhursements for Equipment have
been made, there is a balance remaining in the Fscrow Fund,
the Secured Party will, on the f£inal Disbursement Date, (i)
subtract any Escrow Expenses remaining unpaid therefronm,
retaining any investment fees owing to it; (ii) return any
portion of the Derosit which has not been disbursed to pay
the Lender's portion of the lessor's Cost of Equipment to
the Lender; and (iii) pay to the Dabtor any Escrow Gain
remaining. Payment to the Lender pursuant to Section
3.5(a)(ii) shall constitute a prepayment on the Note on such
date without premium. Such payment shall include such amount
as shall be necessary to enable to the Secured Party to pay
to the lender interest accrued at the rate of 10-1/4% per
annum on the full amount of the Fscrow Fund for the period
from the First Disbursement Date to and including the date
of the the final Dishursement Date. Upon such prepayment
and upon surrender of the original Note, the Pebtcr will
issue and deliver a new Note identical in all respects to
said original Note, but after agiving effect to such
prepayment and interest payment thereon, reflecting a
principal amount and installments due and payable thereon
revised after giving effect to such prepayment.

(b) Tf, on the final Disbursement Date, the
amounts remaining in the Escrow Fund are insufficient to pay
the amounts owing pursuant to the above Section 3.5(a), the

-10-



Debtor will pay to the Secured Party by wire transfer of
immediately available funds the entire amount of any
deficilencye.

3.6 Status of Escrow Fund. Pursuant tc this
Agreement, all moneys from time to time on deposit with the
Secured Party as rart of the Escrow Fund are being pledged
and assigned to the Secured Party, in trust for the lender,
and shall at all times constitute additional security for
the payment of the principal and interest on the Note;
provided, hcwever, that if no event of default hereunder or
Fvent of Default under the Lease has occurred and is
continuing to the knowledge of the Secured Party, Debtor
shall continue to direct the Secured Party as to the
investment and reinvestment cf the moneys remaining in the
Escrow Fund. If an event of default under this Agreement or
an Event of Default under the Lease has occurred and is
continuing to the knowledge of the Secured Party, all moneys
¢n deposit with the Secured Yarty as part of the Fscrow Fund
shall be applied in the manner provided for in Section 17 of
this Agreement in respect of the income and proceeds of the
Equipment, as defined in Section 6.2.

SECTION 4. The Note and Payment Therefeor.

4,17 The BNote. On the final Disbursement Date,
the principal amount of the Note shall be equal to the total
of the amounts of the Deposit advanced by the Secured Party
on the First Disbursement Date and each further Disbursement
Date to pay the Lender®s portion of the Lessor'®'s Cost of the
Eguipment and shall otherwise be in the form provided in
Section 3.5(a) above. WNotwithstanding any provision to the
contrary in this Agreement, the Debtor will cause all
amounts payable to the Lender with resvect to the Note held
thereby (without any presentment thereof and without any
notation ¢f such payment being made thereon) to ke paid to
the Secured Party at the address set forth in Section 23
hereof, provided that the Lender agrees that if it shall
sell or transfer the Wote, it will, prior to such sale or
transfer, cause to be evidenced on the face of the Note the
aggregate amount of principal theretofore paid to the Lender
and the date to which accrued interest has been so paid in
full. The Secured Party and the Lender may make such
provision for transfer to the Lender, of the moneys so paid
as shall be deemed by them most desirable. Until further
notice to the contrary, the Lender instructs that the moneys
be transferred by bank wire transfer of Federal or other

-11-



immediately available funds to: First National Rank in St.
Louis, 510 locust Street, St. Louis, Misscuri, €2101, for
credit to the lender's Account No. 00-0034-2,

4,2 Payment of Indebtednesse.

(a) The Indebtedness payable pursuant to the Note
shall be payable in one payment of interest only on the full
amount of the Note from the date thereof to January 1, 1980,
on January 1, 1980, and thereafter in sixteen (16)
consecutive semi-annual payments, on each July 1 and January
1, commencing July 1, 1980, to and including January 1, 1988
(or if any such date is not a Business Day, on the next
succeeding Business Day), each such date beinc hereinafter
called a Payment Date. The unpaid balance of the Note shall
bear interest from the First Disbursement Date at the rate
cf ten and one-quarter percent (10-1/4%) rer annum and such
interest shall be pavable, to the extent accrued, on July 1,
1980, and on each Payment Date thereafter. The amount due
and owing on each Payment Date shall be the amount shown on
the Debt Service Schedule attached as Exhibit I tc the Note.
The Debtor will furnish to the Secured Party rpromptly after
the final Disbursement Date a schedule, in such number of
counterparts as shall be reguested by the Secured Party,
showing t*he respective amounts of principal and interest
payable on each Payment Date.

(b) Interest under this Agreement shall be
determined on the basis of a 360-day year of twelve 30-day
menthse.

T
(c) The Debtor will pay intefrest, to the exten
legally enforceable, at the rate of ai and one-quarter
~percént (P}-1/4%) per annum upon all amounts remaining V L#¢C>
unpaid after the same shall have become due and rayable

rursuant to the terms hereof or such lesser amounts as shall
be legally enforceable, anything herein to the contrary
notwithstanding.

(d) All payment provided for in this Agreement
shall be made in such coin or currency of the United States
of America as at the time of payment shall be legal tender
for the payment of public and private dehts. Fxcept to the
extent specifically provided for in this Agreement, the Note
shall not be subject to prepayment or redemption in whole or
in part at the option of the Debtor prior to the expressed
maturity date thereof. So lcng as no Event cf Default
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exists to the knowledge of the Secured Party, the amounts
received bty the Secured Party which constitute payment of
Basic Rent under the Lease shall be applied:

First, to the payment of the installments of
interest and principal (and in each case first to interest
and then to principal) on the Note which have matured or
will mature on or before the due date of such installments
cf Basic Rent; and

Second, the balance, if any, of such amounts
shall be raid by wire transfer of immediately available
funds to the Tebtor at the place of payment srecified in
Section 23 of this Agreement promptly upon collection of

such amounts by the Secured FParty.

4,3 Aprlication of Stipulated Loss Value
Payments. So lonag as no Event of Default under the Lease
exists to the knowledge of the Secured Party, the amcunts
received by the Secured Party which constitute settlemz2nt by
the Lessee of the Stipulated Loss Value c¢f a unit of Eguip-
ment pursuant to Section 11 ¢f the Lease shall be ratably
applied:

First, to the prepayment without premium of
the unpaid principal amount cf the Note allocable to such
unit of Equipment (being an amount egqgual to the product of
(R) a fraction, the numerator of which is an amount equal to
the Lessor's Cost of such unit of Equipment for which
settlement is then being made and the denominator of which
is the aggregate lLessor'®s Cost of all units of Equipment
then subject to the Lease (including the Lesscr®s Cost of
the unit c¢f Equipment for which settlement is then being
made), times (B) the unpaid principal amcunt of the Note
immediately prior to the prerayment provided for in this
section (after giving effect to all payments of installments
of principal made or to be made on the date of rrepayment
provided for in this section), together with interest
accrued to the date of prepayment on the amount so prepaid;
and

Second, the balance, if any, of such amounts
shall be paid by wire transfer of immediately available
funds to the Debtor at the place of payment srecified in

Section 23 hereof.

_.13._



Each of the remaining installments of the Note
shall be reduced in the proportion that the principal amount
of the prepayment bears to the unpaid principal amount of
the Note immediately prior tc the prepaymente.

If an Event of Default exists under the Lease, all
amounts received by the Secured Party sh=all be applied in
the manner provided for in Section 17 hereof.

4.4 Application_of Insurance_ Proceeds. The
amounts received by the Secured Party from time tc¢ time
which constitute proceeds o0f casualty insurance maintained
by the lessee in respect of the Egquipment shall be held by
the Secured Party as a part of the Collateral and shall be
applied by the Secured Party from time to time to any one or
more of the following purposes:

(a) So long as no Fvent of Default has occurred
and is continuing to the knowledge of the Secured Party, the
proceeds of such insurance shall, if the item of Equipment
is to be repaired, be released to the Debtor to reimburse
the Lessee for expenditures made for such repair upon
receipt by the Secured Party of a certificate of an
authorized officer of the Lessee to the effect that any
damage to such item in respect of which such proceeds were
paid has been fully repaired; and

(b) If the insurance proceeds shall nct have been
released to the Debtor pursuant to the preceding paragraph
(a) within 180 days from the receipt thereof by the Secured
Party, then sc¢ long as no Event of Default has occurred and
is continuing to the knowledge of the Secured Party, the
insurance proceeds shall be applied by the Secured Party as
follows:

o ot s

— e i s s - " p———— o

(ii) Second, the balance, if any, of such
insurancs proceeds held by the Secured Party after making

the applications provided for by the preceding sulbparagraph
(i) shall be released to or upon the order of the Debtor on

the date c¢f such prepayment cf the Note.
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4.5 Registration and lLoss of VMote.

(a) The ¥ote shall be registered as tc¢ principal
and interest and shall be signed on behalf of the Debtor by
the president or vice-president of the managing rartner of
the Debtor, or any other officer of the Debtor's managing
prartner who, at the date of the actual execution thereof,
shall be a proper officer to execute the sanmne.

(b) 1In case the Note shall become mutilated or be
destroyed, lost or stolen, the Debtor, upon the written
reqguest of the lLender, shall execute and deliver a new Note
in exchange and substitution for the mutilated Note, or in
lieu of and in substitution for the Vote so destroyed, lost
or stolen. The Lender shall furnish to the Debtecr such
security or indemnity as may be required by the Debtor to
save it harmless from all risks, and the Lender shall also
furnish to the Debtor evidence to its satisfacticn of the
matilation, destruction, loss or theft of the Note and of
the ownership thereof. In case the ¥ote has matured or is
about the mature and is mutilated or destroyed, lost or
stolen, the Debtor may, instead of issuing a substituted
Note, pay or authcrize the payment of the same (without
surrender thereof except in the case of a mutilated Fote),
if the Lender shall furnish to the Debtor such security or
indemnity as the Tebtor may reguire to save it harmless, and
shall furnish evidence to the satisfaction of the Debtor of
the mutilaticn, destruction, loss or theft of such Rote and
the ownership thereof. The affidavit of the president,
vice-president, treasurer or assistant treasurer cf the
Lender setting forth the fact of loss, theft or destruction,
and of its ownership of the Note at the time of such loss,
theft or destruction shall be accepted as satisfactory
evidence thereof and no indemnity shall be reguired as a
condition to execution and delivery of a new Note other than
the written agreement of the Lender to indemnify the Debtor
for any claims or action against it (and for its attorney's
fees) resulting from the issuance of such new Note or the
reappearance of the old WYote.

(c) Fach new Note issued pursuant to subsection
(b) above shall be dated the date of the old Note. The
Debtor shall mark on the new Note (i) the dates to which
principal and interest have been paid on the old Yote (ii)
all payments and prerayments cf principal previously made on
the 0ld Note, and (iii) the amount of each installment
rayment payable on the new Note. Interest shall bhe deemed
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to have been paid on such new Note to the date on which
interest shall have been paid on such old Note, and all
payments and prepayments of rrincipal marked on such new
Note, as provided in clause (ii) above, shall be deemed to
have been made therecn.

(d) Upon the issuvance of a nevw Note, the Debtor
may require the payment of a sum to reimburse it for, or to
provide it with funds for, the payment of any tax or other
governmental charge or any other charges and expenses
connected therewith which are paid or payable ty the Debtcecr.

(e) Any new Note issued pursuant to sulksection
(B) in exchange for or in sutstitution or in lieu of an old
Note shall be a valigd obligation of the Debtcr evidencing
the same debt as the 0ld Note and shall te entitled to the
benefits and security of this Agreement to the same extent
as the o0ld Note.

(f) Upon the issuance of any Note pursuant to
this Agreement, the Debtor shall prepare and deliver to the
Secured Party an amortization schedule with resrpect to such
Note setting forth the amount of the installment rayments to
be made on such Note after the date of issuance thereof and
the unpaid principal balance of such ¥ote after each such
installment payment. The Secured Party shall deliver, or
send by first-class mail, postage prepaid, one ccpy of the
applicable schedule to the lender at its address set forth
in the BRedgister.

(g) Any Note surrendered for the purpcse of
payment, redemption, transfer or exchange shall be delivered
to the Debtor for cancellation or, if surrendered to the
Debtor, shall be cancelled by it, and no Note shall be
issued in lieu thereof except as expressly reguired or
permitted by any of the provisions of this Agreement.

(h) The person in whose name the Note shall be
registered shall be deemed and treated as the owner thereof
for all purposes of this Agreement and the Debtor shall not
te affected by any notice to the contrary. Payment of or on
account of the principal of, premium, if any, and interest
on such Ncte shall be made only to or upcn the order in
writing ¢of such registered owner., For the purpose of any
request, direction or consent hereunder, the Debtor may deem
and treat the registered owner of any Note as the owner
thereof withcut production of such Note.
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SECTION 5. Conditions Precedente.

5.1 First_Disbhursement Date. On the First
Disbursement Date there shall be delivered to the Secured
Party, the lender and Messrs. Chapman & Cutler, lender's
special ccunsel, the following documents, in form and
substance satisfactory to them, in such number of counter-
parts as may be reasonably requested by them:

(a) An executed ccpy of the lease, lease
Amendment No. 1, and the Security and Loan Agreement
delivered by the parties thereto and in full force and
effect.

{b) The Certificate of Delivery with respect to
the Trailers;

(c) The evidences of ownershipr of the Trailers:
which evidence shall include tills of sale from the
manufacturer of such Trailers, certified as correct by the
Lessee, warranting said manufacturer®s title to the
Trailers, application for California vehicle certificates of
ownership for said Trailers showing the Iender as First
Lienholder, and requisite California Uniferm Commercial Code
filings.

(d) An opinion of Messrs., Charman € Cutler,
special ccunsel tc the Lender, in form and sulstance
satisfactory to the Lender.

(e) Opinions of Yessrs. Brobeck, Phleger &
Barrison, who are acting as counsel for the Debtcr, dated
the First Disrursement Date, substantially in the form of
Exhibits Ya and Vb hereto.

(f) Certificate of the Debtor, signed Lty an
authorized officer of the managing partner, dated the First
Disbursement Date, substantially in the form of Exhibit VI
hereto.

(g) An opinion of counsel for the lessee dated
the First Disbursement Date, addressed to the Debtor, the
Lender and the Secured Party, substantially in the form of
Exhibit VII heretc.

(h) A certificate of an officer of the Lessee,

addressed to the Debtor, the Lender and the Secured Party,
substantially in the form of Exhibit VIII hereto.
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(i) Such other instruments, documents and
assurances as may be requested by Messrs. Brobeck, Phleger &
Barrison, the Secured Party, or the lender.

In oiving the opinions specified abcve and in
Section 5.2, counsel may gualify any opinion to the effect
that any agreement is a legal, valid and binding instrument
enforceable in accordance with its terms by a general
reference to limitations as to enforceability impcsed by ‘
bankruptcy, insolvency, reorganization, moratorium or other
similar laws affectinog the enforcement of creditors' rights
generally, and limitations imposed by applicable laws, which
may affect the remedies provided therein (including, without
limitation, the remedy of specific performance). In giving
the opinion specified in said subparagrarh (4), counsel may
rely (i) as to authorization, execution and delivery by the
Debtor of the documents executed by the Debter on the
Certificate c¢f the Debtor, (ii) to the extent appropriate,
as to due authorization, execution and delivery cf this
Agreement by the Debtor under the laws of Utah and as to any
matter governed by the law of Utah, on the opinion of
Messrs. Ray, Quinney & Nebeker, substantially in the form of
Exhibit IX hereto, (iii) to the extent arpropriate, as to
due authorization, execution and delivery of the partnership
agreement and related matters by AUCO Leasing Co. on the
opinion of counsel substantially in the form of Fxhibit X
hereto, and (iv) as to matters relating to the perfection of
tha security interest in the Collateral perfected under the
Interstate Commerce Act, on the opinion of Messrs. Wilmer,
Cutler & Fickering to be delivered on further Distursement
Dates.

5.2 Further Disbursement Dates. On each
Cisbursement Date after the First Disbursement Date, the
Secured Party shall receive, in addition to funds of the
Debtor egqual to its portion of the Lessor's Cest of
FEgquipment delivered and accerted on such Disbursement Date,
the following items prior to disbursement from the Escrow
Fund of the Lender®s portion of the Lessor®s Cost of Egquip-
ment to be delivered and accerted on such Disbursement Date:

(a) PRebuilt Hulk Disbursement Datesg

(1) Opinion of Messrs. Wilmer, Cutler &
Pickerino as to the perfection of the security interest
in the Rebuilt Hulks and the Lease under the Interstate
Commerce Act.
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(2) BRill of sale for the Hulks and opinion
of counsel as to title to the Hulks from Conrail, the
seller of the Hulks.

(3) Bill of Sale and opinion of counsel for
the Puilder warranting title to the Rebuilt Hulks in
the Debtcecr.

(4) Invoice of Builder as to lessor'®s Cost
of Rebuilt Hulks delivered, certified as correct by the
Lessee,

(5) Evidence as to any additional itenms
comprising lLessor's Cost of the Rebuilt Hulks.

(6) Certificate of Delivery of lessee or
lLessee's agent.

(7) Eguipment Schedule and Stipulated Loss
Value Schedule relating to the Rebuilt Hulks delivered.

(8) Certificates of No Default of the Lessee
and the Debtor.

(b) MAuto Rack Dishursement Dates

(1) Opinion of Messrs. Wilmer, Cutler &
Pickering as to the filing of the security interest in
the Auto Racks with the Interstate Commerce Commission.

(2) Evidence of the filino of a security
interest in the Auto Racks under the Utah and
California Uniform Commercial Codes.

(3) BAcknowledgement of Debtor®s ownership of
the Auto Racks from Trailertrain, the lessor of the
underlying flat cars.

(4) Opinion of Messrs. Brobeck, Phleger &
Harrison as to the perfection of the security interest
in the Auto Racks under the Utah and California Uniform
Commercial Codes.

(5) Bill of sale and opinion of counsel to

the manufacturer warranting title to the Rutc Racks in
the Debtor.
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(6) Invoice of Manufacturer as to Lessor's
Cost of Auto Racks delivered, certified as correct by
the lessece.

(7) Evidence as to any additiocnal itenms
comprising lLessor®s Cost of the Auto Rackse.

(8) Certificate of Delivery of lessee or
Lessee's agent.

(9) FEguipment Schedule and Stipulated Loss
Value Schedule relating to the ARuto Racks delivered.

(10) Certificates of No Default of the Lessee
and the Debtor.

SECTION 6. Debtor's lLiabilityv.

6.1 Limitation of Liabilitv. Notwithstandinag any
other provisicn c¢f this Agreement (including, but not
limited to, any provision of Sections 16 and 17 hereof), it
is understood and agreed by the Secured Party that the
liability of the Debtor for all payments to ke made by it
under and pursuant to this Agreement, with the exceptions
only of the rayments to be made pursuant to fections 3.1 and
3.5, the proviso to the last paragraph of Section 13, and
Section 21 heresof, shall not exceed an amount egual to, and
shall be payable only out of, the "income and preccaeds from
the Equipment,” and such payments shall bhe made by the
Debtor only to the extent that the Debtor or any assignee of
the Debtor shall have actually received sufficient “incone
or proceeds from the Eguipment™ to make such payments.
Fxcept as provided in the next preceding sentence, the
Secured Party agrees that the Debtor shall have nc personal
liability to make any payments under this Agreement
whatscever except from the "income and proceeds from the
Fguipment™ to the extent actually received by the Debtor or
any assignee of the Debtor.

6.2 Income_and Prcceeds from Fguiprent. As used
herein the term "income and rroceeds from the FEqguipment”™
shall mean:

(a) If one of the events of default specified in
Section 16 hereof shall have occurred and while it shall be
continuing, so much of the fcllowing amounts as are
indefeasibly received by the Debtor or any assiognee of the
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Debtor at any time after any such event and during the
continuance thereof:

(A) all amounts of rental and amcunts in
respect of Casualty Occurrences paid for or with respect to
the Tguipment pursuant tc¢ the Lease,

(B) any and all payments or rroceeds
received by the Debtor or any assignee of the Debtor for or
with respect to the Equipment as the result of the sale,
lease or other disposition thereof, after deducting all
costs and expenses of such sale, lease or other disposition,
and

(C) any and all other payments received by
the Debtor or any assignee of the Debtor under Section 9 of
the Lease and

(b) At any other time only that portion of the
amounts referred to in the fcregoing clauses (R), (B) and
(C) as are indefeasibly received by the Debtor or any
assignee of the Debtor and as shall egual the portion of the
Indebtedness (including prepayments thereof reguired in
respect of Casualty Occurrences) and/or interest thereon due
and payable on, or within six (6) days after, the date such
amounts received by the Debtor or any assignee of the Debtor
were reguired to be paid to it pursuant to the lease or as
cshall equal any other payments then due and rayable under
this Agreement; it being understood that "income and
proceeds from the Equipment®” shall in no event include
amounts referred to in the fcregoing clauses (2), (B) and
(C) which (i) were received by the Debtor or any assignee of
the Debtor prior to the existence of such an event of
default which exceeded the amounts required to discharge
that portion of the Indebtedness (including prepayments
theraof required in respect cf Casualty Occurrences) and/or
interest thereon due and payable on, or within six (6) days
after, the date on which amounts with respect thereto
received ty the Debtcecr or any assignee of the Debtor were
required to be paid pursuant to the lease or (ii) which
exceeded any other payments due and payable under this
Agreement at the time such amocunts were payalble under the
Lease.

6.3 Debtor Not Responsible for lessee’s
Obligations. In addition, the Secured Party agrees that the
DPebtor (i) makes no representation or warranty, and is not
responsible fcr, the due execution, validity, sufficiency or
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enforceability of the lease insofar as it relates to the
Ilessee (or any document relative thereto) or of any of the
lessee's obligations thereunder and (ii) shall not be
responsible for the performance or observance by the Iessee
of any of its agreements, rerresentations, indemnities,
obligations or other undertakings under the Lease; it being
understood that as to all such matters the Secured Party
will look solely to the Secured Party's rights under this
Agreement against the Equipment and to the Debtor's rights
under the lease against the lessee and the Eguipment.

6.4 Secured Party May Proceed Agairst_Fquipment.
It is further specifically understood and agreed that
nothing contained herein limiting the 1iability of the
Debtor shall derogate from the right of the Secured Party to
prroceed against the Eguipment as provided for herein for the
full outstanding unpaid principal balance of the Note and
interest thereon and all other payments and obligations
hereunder. WNotwithstanding anything to the contrary
contained in Section 17 herecf, the Secured Party agrees
that in the event it shall ohtain a judgment against the
Debtor for an amount in excess of the amounts payable by the
Debtor pursuant to the limitations set forth in this Section
6.1, which judgment so in excess shall only be oktained if
necessary to establish the Secured Party®s richts against
the Equipment, it will, accordingly, limit its execution of
such Judgment to amounts payable rursuant to the limitations
herein set forth.

SECTION 7. Taxes.

A1l payments to be made by the Debtor hereunder
will be free ¢f expense to the Secured Party for collection
or other charges and will be free of expense toc the Secured
Party with respect to the amcunt of any local, state,
federal or foreign taxes (other than net income taxes, gross
receipts taxes except gross receipts taxes in the nature cf
or in lisu of sales, use or rental taxes, franchise taxes
measured Ly net income based upon such receipts, excess
profits taxes and similar taxes) or license fees,
assessments, charges, fines or penalties hereafter levied cr
imposed upon or in connection with or measured by this
Agreement or any sale, rental, use, payment, shirment,
delivery or transfer of title under the terms herecf (all
such expenses, taxes, license fees, assessments, charges,
fines and penalties being hereinafter called impcsitions),
all of which impositions the Debtor assumes and agrees to
pay on demand.



The Debtor will alsoc pay promptly a1l impositions
vhich may be imposed upon the Fguipment delivered to it for
the use or operation thereof c¢r upon the earnings arising
therefrom or upen the Secured Party solely by reason of its
interest therein and will keep at all times all and every
rart of the Fguipment free and clear of all irmpositions
which might in any way affect the interest of the Secured
Party c¢r result in a lien upon any part of the Eguipment;
provided, however, that the Debtor shall be under no
obligation tc pay any impositions of any kind so long as it
is contesting in good faith and by avprorriate legal
proceedings such impositions and the nonpayment thereof does
not, in the opinion of the Secured Party, adversely affect
the property or rights of the Secured Party in or to the
Eguipment or ctherwise under this Agreement.

If any impositions shall have been chargad or
levied against the Secured Party directly and paid by the
Secured Party, the Debtor shall reimburse the Secured Party
upon presentzation of an invoice therefor, and any amounts so
paid by the Secured Party shall be secured by and under this
Agreement; provided, however, that the Debtor shall not be
ohligated to reimburse the Secured Party for any impositions
sc paid unless the Secured Farty shall have been legally
liable with respect thereto (as evidenced by an crinion of
counsel for the Secured Party) or unless the Debtor shall
have approved the payment thereof.

SECTION 8. Maintenance; Casualty_COccurrences.

Bse1 Lessee _To ¥airtain Eguipment. The Fguipment

shall be maintained and kept in good order and rerair ry the
Lessee pursuant to the lease.

8.2 Casualty Payment Dates. In the event that
any unit of the Eguipment shall be worn cut beyond repair,
lost, stolen, destroyed, or, in the opinion c¢f the Debtor or
the Lessee, irreparably damaged, from any cause whatsoever,
or taken cr requisitioned by condemnation or ctherwise (such
occurrences being herein called Casualty Occurrences), the
Debtor shall, promptly after it shall have determined that
such unit has suffered a Casualty Occurrence cause the
Secured Party to be fully informed in regard thereto.
Provided the lessee has not elected to provide a rerlacement
unit in accordance with subparagraph (ii) of Section 11 of
the Lease, on the next succeeding Payment Date, the Debtor
shall pay over to the Secured Party a sum equal tc (a) all
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Rent (as defined in the Iease) with respect to such unit due
on or prior to such Payment Date, or, in the case of
Supplemental PRent (as defined in the lease), due in
consequence of such Casualty Occurrence, plus (}) the
Stipulated Loss Value (as shcwn on the Stipulated Loss Value
Schedule applicable to said unit) of such unit suffering a
Casualty Cccurrence as of the date of such payment and shall
file, or cause to be filed, with the Secured Party a
certificate setting forth the Stipulated Loss Value of such
unit. Any money paid to the Secured Party pursuant to this
paragraph shall be applied to prepay without prenalty or
premium, ratably in accordance with the unpaid balance of
each installment, the Indebtedness, and the Debtor will
promptly furnish to the Secured Party a revised schedule of
payments cf principal and interest thereafter to te made, in
such number of counterparts as the Secured Party may
request, calculated as provided herein.

8.3 Title To_FEguirment Suffering a Casuvalty
Occurrence. Upcn payment to the Secured Party cf the
Stipulated Loss Value of any unit of the Eguirment having
suffered a Casualty Occurrence, absolute right tc the
possession of, title to and property in such unit shall pass
to and vest in the Debtor, without further transfer or
action on the part of the Secured Party, excert that the
Secured Party, if reguested by the Debtor, will execute and
deliver to the Debtor, at the expense of the Debtor, an
appropriate instrument confirming such passacge tc the Debtor
of all the Secured Party's right, title and interest in such
unit, in recordable form, in order that the Debtor may make
clear upon the public records the title of the Debtor to
cuch unit.

B.4 Payment of Insurance Proceeds. If the
Secured Party shall receive any insurance prcceeds or
condemnation payments in respect of such units suffering a
Casualty Occurrence, the Secured Party shall, subject to the
Secured Party having received payment of the Stirulated Loss
Value hereunder, pay such insurance proceeds or ccndemnation
payrents to the Debtor. All insurance proceeds received by
the Secured Farty in respect of any unit or units of
Equipment not suffering a Casualty Occurrence shall be paid
to the Debtor upon proof satisfactory to the Secured Party
that any damage to such unit in respect of which such
rroce=ds were paid has been fully repaired.
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SECTION 9. Reports and Inspectionse.

On or before December 31 in each year, commencing
with the 1980, the Debtor shall cause the lessee to furnish
to the Secured Party an accurate statement (a) setting forth
as at the preceding November 30, the amount, description and
numbers of all units of the Fguipment that have suffered a
Casualty Cccurrence during the preceding year (or since the
date of this Agreement in the case of the first such
statement) and such other information regarding the
condition and state of repair of the Eguipment as the
Secured Party may reasonably reguest and (b) stating that,
in the case of all Egquipment repaired or repainted during
the period covered by such statement, the numbers and
markings required by Section 10 hereof have been rreserved
cr replaced. The Secured Party shall have the right, by its
agents, to inspect the Fguipment and all records with
respect thereto at such reasonable times as the Secured
Farty may request during the term of this Agreement.

SECTION 10. Marking of Eguipment.

The Debtor will cause each unit of the Fguipment
to be kept numbered with its identifying numkter as set forth
in the Eguipment Schedule extending this Agreement to cover
such Tguipmert, and will keep and maintain, plainly,
distinctly, rermanently and conspicuously marked cn each
side cof each R=2built Hulk and each ARuto Rack, in letters not
less than one inch in height, the words "Owhership Subject
to a Security Agreement Filed under the Interstate Commerce
Act, Section 11303" or other appropriate words designated by
the Secured Party, with appropriate changes thereof and
additions thereto as from time to time may be required by
law in order to protect the Secured Party's interest in the
Eguipment and its rights under this Agreement. The Debtor
will not permit any such unit to be placed in operation or
exercise any control or dominion over the same until such
markings shall have been made thereon and will rerlace or
will cause to be replaced promptly any such markings which
may be removed, defaced or destroved. The Debtor will not
permit the identifying number of any unit of the Fguipment
to be changed except in accordance with a statement of new
number or nunmnbers to be substituted therefor, which
statement previously shall have been filed with the Secured
Farty and filed, reccrded and deposited Py the Dettor in all
rublic offices where this Agreement shall have been filed,
recorded and deposited.
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Except as provided in the immediately rreceding
paragraph, the Debtor will not allow the name of any person,
association or corporation to be placed on any unit of the
Equipment as a designation that might be interrreted as a
claim of ownership; provided, however, that the Equipment
may be letter=d with the names or initials or other insignia
customarily used by the lessee or its affiliates.

SECTICY 11. Compliance with Laws_and PRules.

During the term of this Agreement, the Debtor will
comply, and wvill cause every lessee or user c¢f the Eguipment
to comply, in all respvrects (including without limitation
with respect to the use, maintenance and opreration of the
Fguiprment) with all laws of the jurisdictions in which its
or such lessees' cperations involving the Equipment may
extend, with the interchange rules of the Association of
American Railroads and with all lawful rules cf the
Department of Transportation, and Interstate Commerce
Commission and any other legislative, executive, adminis-
trative or judicial body exercising any power or juris-
diction over the Fgquirment, to the extent that such laws and
rules affect the title, operation or use of the Fquipment,
and in the event that such laws or rules require any
alteration, replacement or addition of or to any part on any
unit of the Equipment, the Debtor will ccnform therewith at
its own expense; provided, hcwever, that the Debtcr may, in
good faith, contest the validity or application of any such
law or rule in any reasonable manner which dces not in the
opinion of the Secured Party, adversely affect the property
or rights of the Secured Party under this Agreement.

SECTION 12. Possession_and Use.

The Debtor, so long as an event of default shall
not have occurred and be continuing under this Agreement,
shall be entitled, from and after delivery of the Eguipment,
to the possession of the Eguipment and the use thereof, but
only upon and subject to all the terms and conditions of
this Agreement.

The Debtor may leacse the Equirment to the lessee
as permitted by, and for use as provided in, the Iesase, but
the rights of the Lessee and its permitted assigns under the
lease ghall be subordinated and 3Junior in rank tc¢ the
rights, and shall be subject to the remedies, of the Sacuregd
Party under this Agreement; provided, however, that so long
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as the lessee shall not be in default under the lLease or
otherwise, the Lessee shall be entitled to the pcssession
and use of the Equipment in accordance with the lLease. The
Debtor hereby agrees that it will not exercise any of the
remedies permitted in the case of an EFvent of Default under
and as defined in the Lease and until the Secured Party
shall have received notice in writing of its intended
exercise thereof, and hereby further agrees tc furnish to
the Secured Party cories of all summonses, writs, processes
and other documents served by it upon the Lessee c¢r served
by the lessee upon it in connection therewith. The Lease
shall not be amended cor terminated (except in accordance
with its terms) without the rrior written consent of the
Secured Party.

SECTION 13. Prohibition Against liense.

The Debtor will pay or discharge any and all sunms
claimed by any party from, through or under the Debtor or
its successors or assigns which, if unpaid, might become a
lien, charge or security interest on or with resrect to the
Fquipment, or any unit thereof, egual or superior to the
Secured Party‘'s security interest therein, and will promptly
discharge any such lien, charge or security interest which
arises, but shall not be reqguired to pay or discharge any
such claim so long as the validity thereof shall be
contested in good faith and by appropriate legal rroceedings
in any reasonable manner and the nonpayment therecf dces not
adversely affect the security interest of the Secured Party
in or to the Eguipment or otherwise under this Agreement.
Any arounts paid by the Secured Party in discharge of liens,
charges or security interests upon the Equipment shall be
secured by and under this Agreement.

This covenant will nct be deemed breached by
reason of liens for taxes, assessments or governmental
charges or levies, in each case not due and delincguent, or
undetermined or inchoate materialmen's, mechanics®’,
workmen'®s, repairmen's or other like liens arising in the
ordinary course of business and, in each case, nct
delingquent.

The foregoing provisions of this Section 13 shall
be subject toc the limitations set forth in Section 6.1
hereof and to the provisions of Section 25 hereof, provided,
however, that the Debtor will pay or discharge any and all
taxes, liens, claims, charges or security interests claimed
by any party from, through or under the Debtcr or its
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successors or assigns not arising out of the transactions
contemplated herety (but including tax liens arising out of
the remittance of the Rentals and other payment under the
lease and any other proceeds from the Equipment), which if
unpaid might become a lien, charge or security interest in
or with respect to the Eguipment, or any unit thereof, or
the Debtor'®s interest in the lease and the payment to be
made thereunder, but the Debtor shall not be reguired to pay
or discharge any such claim so long as the validity thereof
shall be contested in good faith or by approrriate legal or
administrative proceedings in any reasonable manner and the
non~payment thereof doesgs not adversely affect the title or
interest c¢f the lender in or to the Eguipment otherwise
under this Agreement or in the Lease and the rayment to be
made thereunder.

SECTION 14. Indemnities_and Warranties.

The Debtor agrees to indemnify, protect and hold
harmless the €fecured Party from and against all losses,
damages, injuries, liabilities, claims and demands
whatsocever, regardless of the cause thereof, and expenses in
connection therewith, including, but not limited to, counsel
fees and expenses, penalties and interest, arising out of or
as the result of the entering into or the performance of
this Agrzement, the retention by the Secured Party of its
interest in the Fquipment, the ordering, acguisition, use,
operation, condition, purchase, delivery, rejecticn, storage
or return of any of the Egquipment, any accident, in
connection with the operation, use, condition, possession,
storage or return of any of the Equipment resulting in
damage to prorperty or injury or death to any rerscn during
the pericd when the Secured Party retains an interest in the
Eguipment or the transfer of Secured Party’s interest in the
Eguipment by the Secured Party pursuant to any of the
provisions of this Agreement, except hovever, any losses,
damages, injuries, liabilities, claims and demands
whatscever arising out of any tort, breach of warranty or
faillure to perform any covenant made by the Fuilder or
manufacturer of the Eguipment. This covenant of indemnity
shall continue in full force and effect notwithstanding the
full payment of the indebtedness in respect of the Purchase
Price of, and the conveyance of security title tc, the
Eguipment, or the termination of this ARgreement in any
manner whatsocever.
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The Debtor will bear the responsibility for the
risk of and shall not be released from ites otligations
hereunder in the event of any damage to or the destruction
or loss of any unit of or all the Eguipment.

THE SECURED PARTY MAKES NO WARRANTIFES WHETHER
WRITTEN, ORAL, STATUTCRY OR IMPLIED, INCLUDIFNG THE
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE, WITH RESPECT TO THE EQUIPMENT OR IN CONNECTION WITH
THIS AGREEMENT OR THE DELIVEERY AND SALE OF THE ECUIPMENT
HEREUNDER .

SECTION 15. Restrictions_on Transfer of the
Debtor's_Interest.

The Debtor agrees that it will not transfer or
assign any of its interest unless (a) itgs entire interest is
being transferred or assigned to a single transferee or
assignee, (b) the transferee or assignee is an "affiliated
company”™ or an "instituticnal investor” or any other rerson
agreealble to the lender as evidenced by its written consent
delivered to the Debtor and (¢) the transferece or assighee
shall execute and deliver an agreement in form and content
satisfactory to the lender whereby the transferee or
assignee agrees to be bound by all of the terms of and to
undertake all of the obligations of the Debtocr under this
Agreement, and makes representations of the scope provided
for as to the Debtor in this Agreement. The term
"affiliated company”™ shall mean either partner of the
Debtor, any company ("the Parent"™) owning not less than 80%
of the voting stock of either partner of the Debtcr, any
company (the "Holding Company”) owning not less than 80% of
the Voting Stock of the Parent, and any company not less
than 80% of the Voting Stock of which is owned, directly or
indirectly, by the Holding Ccmpany, the Pazrent or either
partner of the Debtor. The term "Voting Stock" for any
company shall mean capital stock having the right to vote
for the election of the directors of such comrany. The term
"institutional investor” means any one of the following
persons existing under the laws of the United States of
America or any state thereof which (in the case of any
banking instituticn of insurance company) has capital,
surplus, and undivided profits (or the eguivalent) of at
lzast $50,000,000, or (in the case of any finance or leasing
comrany) has a net worth of at least $25,000,000: (i) any
bank, bank holding company, savings instituticn, *rust
compary or national banking association acting fcr its own
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account or in a fiduciary capacity as trustee or agent under
any pension, retirement, profit sharing or similar trust or
fund, (ii) any insurance company or fraternal benefit
society, cor (iii) any finance company or leasing company, or
(iv) any corpocration, all of whose capital stock and other
securities are owned by any cf the foregoing. Prior to
transferring its interest, the Debtor shall give written
notice tc the Lender and the lessee specifyinc the name and
address of the transferee and such additional information as
may be regquired to demonstrate compliance with the preceding
provisions of this Section 1%. Upon any such transfer or
assignment of the interest as above provided, the transferee
or assignee shall be deemed "Debtor”™ for all rurpcses of
this Agreement and shall be deemed tc have made all payments
previously made by the transferring or zssigning Debtor and
each reference in this Agreement to the Debtor shall
thereafter be deemed to mean such transferee or assignee;
provided that in the case cof a transfer to an affiliated
company the transferring or assigning Debtor shall remain
liable as a guarantor of all of the obligations assumed
hereunder by such affiliated company. Any transfer or
assignment of the Debtor's interest in violation c¢f this
Section shall be void and of no effect. Anything in this
Section 15 tc the contrary notwithstanding, no transfer may
be made by the Debtor of its interest to any rerscn in the
event the ownership thereof by such person wouvld result in a
violation of the Clayton Act or any other applicable law.

SECTICN 16. Defaults.

16.1 Declarations of Default. In the event that
any one or more of the following events of default shall
occur and be continuing, to wit:

(a) The Debtor shall fail to pay in full any sum
rayable by the Debhtor when payment thereof shall te due
hereunder (irrespective of any provision of this Agreement
limiting the liability of the Debtor) and such default shall
continue for ten (10) days; cr

(b) The Debtor shall, for more tharn thirty (30)
days after the Secured Party shall have demanded in writing
performance therecf, fail or refuse to comply with any other
covenant, agreement, term or provision of this Agreement, or
of any agreement entered into concurrently herewith relating
to the financing cf the Fguipment, on its part to be kept
and performed or to make provision satisfactory to the
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Secured Party for such compliance; or

(c) Any representations or warranties cn the part
of the Debtor made herein or in the Lease or in any report,
certificate, financial or other statement furnished in
conhection with this Agreement or the lLease or the
transacticns contemplated thereby, shall rrove tc have been
false or misleading in any material respect when made;

(d) Any claim, lien or charge other than those
permitted by this Agreement or the Lease (other than such
charges and encumbrances which the Lessee is obligated to
discharge under Section 6 of the Lease) shall be asserted
against or levied or imposed upon the Eguipment which is
prior to or on a parity with the security interest granted
hereunder, and such claim, lien or charge shall not be
discharged or removed within 30 calendar days after written
notice frcm the Secured Party or the lLender to the Debtor
and the Lessee demanding the discharge or remocval thercof;

{e) The Debtor or any partner thereof becomes
insolvent or bankrupt or admits in writing its inability to
pay its debts as they mature or makes an assignment for the
benefit of creditors or consents tc the appointment of a
trustee or receiver for the Debtor or for the major part of
its property;

(f) A trustee or receiver is appointed for the
Debtor or any partner thereof or for the major part of its
rroperty and is not discharged within 30 days after such
appointment;

(g) Bankruptcy, reorganization, arrangement,
insolvency or liquidation proceedings, other proceedings for
the relief of the Debtor or any parther therecf are
instituted by or against the Debtor, and if instituted
against the Debtor or conzented to, are not dismissed within
30 days after such instituticn;

(h) The Debtor shall make or suffer any
unauthorized assignment or transfer of this Rgreement or any
interest herein or any unauthcecrized transfer of the right to
possession of any unit of the Eguipment; or

(i) &An Event of Default shall occur under the
lease,
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the payment of a monetary sum, not less than 10 days’® prior
written notice, and (2) in the case of default which cannot
be remedied by the payment of a monetary sum, not less than
30 days'® pricr written notice, of the date (the "“"Fnforcement
Pate”) on which the Secured Party will exercise any remedy
or remedies pursuant to Secticn 17 hereof. If an Event of
Default under the lease shall have occurred and be
continuing, the Debtor shall have the followino rights
hereunder:

(a) Right to _Cure. In the event of the occur-
rence of an kKvent of Default in respect of the payment of
Basic Rental, or any other Event of Defatvlt which may be
remedied by a payment of a3 monetary sum (unless there shall
have occurred and be continuing any Event of Default under
the lease other than a failure to pay Basic Rental or such
monetary sum), the Debtor may, prior to the Enforcement
Date, as to such Basic Rental payment default, pay to the
Secured Party an amount equal to any principal and interest
(including interest, if any, con overdue payments cof
principal and interest) then due and pavyable on the Note,
and as tc any such other Event of Default, pay such sum to
the party to receive the same and such pesyment by the Debtor
shall be deemed to cure such Event of Default under the
lLease which would otherwise have arisen on account of such
non~payment; rrovided, however, that the Debtcr may not
exercise such right in respect of meore than two consecutive
Basic Rental payment defaults or in any event more than a
total of four times throughout the term cf the Lease.

Except as hereinafter in this Section 16.3
provided, the Debtor shall nct, by exercising the right to
cure any such Event of Default, obtain any lien, charge or
encumbrance of any kind on any of the Collateral for or on
account of costs cr expenses incurred in connection with the
exercise of such right nor shall any claims of the Debtor
against the Lessee or any other party for the repayment of
such costs or expenses impair the prior right and security
interest of the Secured Party in and to the Collateral.

Upon such payment by the Debtor of the amount c¢f principal
and interest then due and pavable on the Note, the Debtor
shall be subrogated +to the rights of the Secured Party in
resrect of the Basic RBental which was overdue at the time of
such payment and interest payable by the lLessee on account
of its being overdue, and therefore, if no other FEvent of
Tefault shall have occurred and be continuing and if all
princiral and interest payments due on the Note have been
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raid 2t the time cf receipt by the Secured Party of such
Basic Rental, the Debtor shall be entitled to receive such
Basic Rental and such interest upon receipt thereof by the
Secured Party; provided that (1) in the event the principal
and interest cn the Note shall have become due and pavable
pursuant to Section 16.1 hereof, such subrogation shall
until principal of and interest on all Note shall have been
raid in full, be subordinated to the rights of the Secured
Party in respect of such payment of Rasic Rental and such
interest on such overdue Basic Rental prior to receipt by
the Debtor of any amount pursuant to such subrogation, and
(2) the Debtor shall not be entitled to seek to recover any
such payment (or any payment in lieu thereof) except
pursuant to the foregoing riocht of subrogaticn.

(b) Option_to Preray Note. Whether or not the
Debtor shall then have the right to cure an Fvent of Default
under the lease pursuant to this Article, the Delktor may at
its option prepay the Note, without premium cr penalty, by
payment of the entire unpaid principal amount thereof,
together with accrued interest thereon to the date of
prepaymente.

SECTION 17. Remedies.

17.1 The_Secured Party May Take Pcssession _cf_ the
Equipment. At any time during the continruance of a
Declaraticn of Default, the Secured Party may, subject to
the rights of the Lessee set forth in Secticen 12 herecf, and
in compliance with any mandatory legal reguirements then in
force and applicable to the action to be taken by the
Secured Party, take or cause to be taken, by its agent or
agents, immediate possession of the Fguirment, or one or
more of the units thereof, without liability to return to
the Debtor or the lLessee any sums theretcfore paid and free
from all claims whatsoever, except as hereinafter in this
Secticn 17 exrressly previded, and may remove the same from
possecsion and use of the Debtor, the Lessee or any other
person and for such purpose may enter upcn the premises of
the Debtor or the lLessee or any other premises where the
Fguipment may be located and may use and employ in
connection with such removal any supplies, services and alds
and any available trackage and other facilities or means of
the Debtor or the Lessee.

17.2 The Secured Party May Retain the Fguipment.
At any time during the continuvance of a Declaration of
Default, the Secured Party (after retaking possession of the
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Fguipment as hereinbefore in this Section 17 provided) may,
at its election and upon such notice as is hereinafter set
forth, retain the Equipment in satisfaction of the entire
Indebtedness and make such disposition therecf as the
Secured Party shall deem fit. Written nctice of the Secured
Party's election to retain the Equipment shall be given to
the Debtor and the lessee by telegram or registered mail,
addressed as provided in Section 23 hereof, and tc any other
persons to whom the law may reguire notice, within thirty
(30) days after such Declaration of Default. In the event
that the Secured Party should elect to retain the Tguipment
and no objection is made thereto within the 3C-day period
described in the second proviso below, all the Debtor'’s
rights in the Equipment shall thereupon terminate and 3ll
payments made by the Debtor and the lLessee may be retained
by the Secured Party as compensation for the use c¢f the
expiration of the 30-day pericd described in the rroviso
below, should pay or cause to be paid to the Secured Party
the total unpaid balance of such Indebtedness, together with
interest therson accrued and unpaid and all other payments
due under this Agreement, then in such event absclute right
to the possession of, title to and property in the Eguipment
that if the Lebtor, the lessee or any other perscn notified
under the termzs of this paragraph object in writing to the
Secured Party within thirty (30) days from the receipt of
notice of the Secured Party®s election to retain the
Equipment, then the Secured Party may nct so retain the
Fguipment, but shall sell, lease or otherwise dispose of it
or continue to hold it pending sale, lease or other
disposition as hereinafter provided or as may otherwise be
permitted by law. If the Secured Party shall have given no
notice to retain as hereinabove provided or notice of
intention to dispose of the Egquipment in any other mannher,
it shall be deemed to have elected to sell the Fquipment in
accordance with the provisions of Section 17.23.

17.3 The_Secured_ Party May Sell the Eguipment.
At any time during the centinuance of a Declaraticn of
Default, the Secured Party, with or without retaking
possession thereof, at its election and upon reasonable
notice to the Debtor, the Lessee and any other persons to
wvhom the law may require notice of the time and rlace, may.,
subject to the rights of the lessee set forth in Section 12
hereof, sell the EXguipment, cr one or more of the units
thereof, free from any and all claims of the Pebtor, the
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Lessee or any other party claiming from, through or under
the Deltor or the lessee at law or in eguity, at public or
private sale and with or without advertisement as the
Secured Party may determine; provided, however, that if,
prior to such sale and prior to the making of a cocntract for
such sale, the Debtor should tender full payment cf the
totzl unpaid balance of the Indebtedness, together with
interest thereon accrued and unpaid and all cther payments
due vnder this Agreement as well as expenses of the Secured
Party in retaking possession of, removing, storing, holding
and preparing the Eguipment for, and otherwise arranging
for, the sale and the Secured Party's reasonable attorneys’
fees, then in such event absclute right to the pcssession
of, title to and property in the Eguipment shall pass to and
vest in the Debtor. The proceeds of such sale or other
disposition, less the attorneys®' fees and any other expenses
incurred by the Secured Party in retaking possession of,
removing, storing, holding, preparing for sale and selling
cr otherwise disposing of the FEguipment, shall be credited
on the amcunt due to the Secured Party under the provisions
of this Agreement.

Any sale hereunder may be held or ccnducted at
Salt lLake City, Utah, at such time or times as the Secured
Party may specify (unless the Secured Party shall specify a
different place or places, in which case the sale shall be
held at such place or places as the Secured Party may
specify), in one lot and as an entirety or in serarate lots
and without the necessity of gathering at the rlacz of sale
the property to be sold, and in gensral in such manner as
the Secured Party may determine, so long as such sale shall
be in a commercially reasonable manner. The Dlebter and the
Lessee shall be given written notice of such sale not less
than ten days prior thereto, by telegram or registered mail
addressed as provided in Section 23 hereof. If such sale
shall be a private sale, it shall be subject to the rights
cf the Debtor and the lLessee to purchase or rrovide a
purchaser, within ten (10) days after notice cf the proposed
sale price, at the same price offered by the intending
purchaser or a better price. The Secured Party, the Debtor
cr the lessee may bid for and become the purchaser of the
Eguipment, or any unit therecf, so offered for sale. In the
event that the Secured Party shall be the purchaser thereof,
it shall not be accountable to the Debtor or the lassee
(except to the extent of surplus money received as
hereinafter provided in Section 17.5, and in payment of the
rurchase price therefor the Secured Party shall be entitled
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to have credited on account thereof all sums due to the
Secured Party hereunder.

17.4 Remedies Not_Exclusive. FEach and every
power and remedy hereby specifically given to the Secured
Party shall be in addition tc every other power and remedy
hereby specifically given or now or hereafter existing at
law or in equity, and each and every power and remedy may be
exercised from time to time and simultaneocusly and as often
and in such order as may be deemed expedient by the Secured
Party. All such powers and remedies shall be cumulative,
and the exercise cf one shall not be deemed a waiver of the
right to exercise any other or others. No delay or omission
of the Secured Party in the exercise of any such power or
remedy and no renewal or extension of any payments due here-
under shall impair any such power or remedy or shall be
construed to be a waiver of any default or an acguiescence
therein. Any extension of time for payment hereunder or
cther indulgence duly granted shall not otherwise alter or
affect the Secured Party's rights or the Debtor's obliga-
tions hereunder. The Secured Party®s acceptance of any pay-
ment after it shall have beccme due hereunder shall not be
deamed to alter or affect the Debtor's otligations or the
Secured Party's rights hereunder with respect to any
subseguent payments or default herein.

17.5 Haiver by the Debtor. Tc the extent
permitted by law, the Debtor covenants that it will not at
any time insist upon or plead, or in any manner whatever
claim or take any benefit or advantage of, any stay or
extension law now or at any time hereafter in force, nor
claim, take, nor insist upon any benefit or advantage of or
from any law now or hereafter in force providing for the
valuation or appraisement of the Ceollateral or any part
thereof prior to any sale or sales thereof to be made
pursuant to any provision herein contained, or tc¢ the
decree, Jjudgment or order of any court of competent
jurisdiction; nor, after such sale or sales, claim or
exercise any ricoht under any statute now or hereafter made
or enacted by any state or otherwise to redeem the property
so sold or any part thereof, and, to the full extent legally
permitted, hereby expressly waives for itself and on behalf
of each and every person, except decree cor judgment
creditors of the Debtor acquiring any interest in or title
to the Collateral or any part thereof subseguent 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
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any such law or laws or otherwise hinder, delay or impede
the execution of any power herein granted and delegated to
the Secured Party, but will suffer and permit the execution
of every such power as though no such power, law or laws had
been made or enacted.

17.6 Deficiency: Surplus; Expenses.

(a) If, after apprlying all sums of money realized
by the Secured Party after the remedies herein provided,
there shall remalin any amount due to it under the provisions
of this Agreement, the Debtor shall pay the amount of such
deficiency to the Secured Party upon demand, and, if the
Debtor shall fail to pay such deficiency, the Secured Party
may bring suit therefor and shall be entitled to recover a
judoment therefor against the Debtor. If, after applying as
aforesaid all sums realized by the Secured Party, there
shall remain & surplus in the possession of the Secured
Party, such surplus shall be paid to the Debtor. The
Secured Party agrees that in the event it shall oktain a
judgment against the Debtor for an amount in excess of the
amounts payable by the Debtor pursuant to the limitations
set ferth in Section 6, which judgment so in excess shall
only be obtained if necessary to establish the Secured
Party*s rights against the Eguipment, it will acccrdingly
limit its executicn of such judgment to amounts payable
pursuant to the limitations set forth in Section 6.

(b) The Debtor will pay all reasonable expenses,
including attecrneys*® fees, incurred by the Secured Party in
enforcing its remedies under the terms of this Agreement.

In the event that the Secured Party shall bring any suit tc
enforce any of its rights hereunder and shall be entitled to
judgment, then in such suit the Secured Party may recover
reasonable expenses, including reasonable attorneys® fees,
and the amount therecf shall be included in such Judgment.

(c) The foregoing provisions of Secticn 17 are

subject in all respects to all mandatory legzl requirements
at the time in force and applicable thereto.
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SECTION 18. The Secured Party.

18.1 Certain Duties and Responsibilities of the
Secured Party.

(a) Except during the continuance of an event of
default:

(1) the Secured Party undertakes to perform
such duties and only such duties as are specifically set
forth in this Agreement, and no implied covenants or obli-
gations shall be read into this Agreement against the
Secured Party; and

{2) in the atsence of bad faith cn its
party, the Secured Party may conclusively rely, as to the
truth of the statements and the correctness of the opinions
expressed therein, upon certificates or opinions furnished
to the Secured Party and conforming tc the reguirements of
this Agreement or the Lease; but in the case of any such
certificates or opinions which by any provision hereof are
specifically required to be furnished to the Secured Party,
the Secured Party shall te under a duty to examine the same
to determine vwhether or not they conform to the requirements
of this Agreement.

(b) In case an event of default has occurred and
is continuing, the Secured Party shall exercise such of the
rights and powers vested in it by this Agreement for the
benefit of the Lender, and use the same degree of care and
skill in their exercise, as a prudent man would ex=2rcise or
use under the circumstances in the conduct of his own
affairs.

(c) VNo provision c¢f this Agreement shall be
construed to relieve the Secured Party from liability for
its own negligent action, its own negligent failure to act
or its own willful misconduct, except that:

(1) this subsection (c) shall not be
construed to limit the effect of subsection (a) of this
Section 18.1;

(2) the Secured Party shall not te liable
for any error of judgment made in good faith ty an officer
of the Secured Party unless it shall be rroved that the
Secured Party was negligent in ascertaining the rertinent
facts; and
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(3) the Secured Party shall not bte liable to
the Lender with respect to any action taken or omitted to be
taken by it in good faith in accordance with the direction
of the lLender relating to the time, method and place of
conducting any prroceeding for any remedy available to the
Secured Party, or exercising any trust or power conferred
upon the Secured Party under this Agreement.

(d) The Secured Party shall be entitled to
rezasonable compensation for its services hereunder and to be
reimbursed for its reasonable expenses when incurred. No
provision of this Agreement shall reguire the secured Party
to expend or risk its own funds or otherwise incur any
financial 1iability in the performance of any of its duties
hereunder, or in the exercise of any of its rights or
powers. In case an event of default has occurred and is
continuing or in the event the Secured Party is acting
pursuant to the direction of the lender, the Secured Party
shall be entitled to be indemnified by the Lender with
respect to compenszation for its services in connection
therewith and against any liasbility or expense (including,
wvithout limitation, reasconable counsel fees) in ccnnection
with taking such action or asserting such rights.

(e) Whether or not therein expressly sc provided,
every provision of this Agreement relating to the conduct or
affecting the 1liability of or affording protection to the
Secured Party shall be subject to the provisions c¢f this
Section 18.1.

18.2 Certain_ Rights _of the Secured Party.

(a) The Secured Party shall not be responsible
for any recitals herein or for insuring the Equipment, or
for paying or discharging any tax, assessment, governmental
charge or lien affecting the Collateral, or for the
recording, filing or refiling of this Bgreement, cr of any
supplemental or further mortgage or trust deed, nor shall
the Secured Party be bound to ascertain or inguire as to the
performance or observance of any covenants, conditions or
agreements contained herein, and, except in the case of a
default in the payment of the principal of, or interest or
premium, if any, on the Note or a default of which the
Secured Party has actual knowledge, the Secured Farty shall
he deemed to have knowledge of any default in the per-
formance or ctservance of any such covenants, conditions or
agreements only uron receipt of written notice thereof from
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the Lender. The Secured Party shall promptly notify the
lender of any default of which the Secured Party has actual
knowledge.

(b) The Secured Party makes no rerresentation or
warranty as to the validity, sufficiency or enforceability
of this Agreement, the Note, or any instrument included in
the Collateral, or as to the value, title, condition,
fitness fcr use of, or otherwise with respect to, any Equip~
ment or unit of Eguipment or any substitute therefor. The
Secured Party shall not be accountable to anycne for the use
or aprlicaticn of the Note or the proceeds therecf or for
the use or application of any property or the prcceeds
thereof which shall be released from the lien and security
interest hereof in accordance with the provisions of this
Agreement.

{c) The Secured Party may rely and shall be
protected in acting or refraining from acting upon any
resolution, certificate, statement, instrument, cpinion,
report, notice, request, direction, consent, order, bond,
note cr other paper or document believed by it to he genuine
and to have been signed or presented by the proper party or
parties.

(d) Any regquest, direction or authorization by a
general partner of the Debtor or the lessee shall be
sufficiently evidencad by a reguest, direction or authori-
zation in writing, delivered to the Secured Party, and
signed in the name of the Debtor or the lessee, as the case
may be, by its Chairman of the Board, President, any Vice
President, Treasurer or Secretary, and any resolution of the
Board of Directors of a general partner of the Debtor or the
Lessee shall be sufficiently evidenced by a copy of such
raesolution certified by its Secretary or an Assistant
Secretary to have been duly adopted and to be in full force
and effect on the date of such certification, and delivered
to the Secured Party.

(e) Whenever the Secured Party shall deenm it
necessary or desirable that a matter be proved or
established prior to taking, suffering or omitting any
action hereunder, such matter (unless other evidence in
respect thereof be herein specifically prescribed) may be
deemed to be conclusively proved and estahblished by a
certificate purporting to be signed by the Chairman of the
BRoard, the President, any Vice President, the Treasurer or
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the Secretary of a general partner of the Debtecr and
delivered to the Secured Party, and such certificate shall
be full warrant to the Secured Party or any other person for
any action taken, suffered or omitted on the faith thereof,
but in jits discretion the Secured Party may accept, in lieu
therecf, other evidence of such fact or matter or may
require such further or additional evidence as it may deen
reasonable.

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

(g) The Secured Party shall be under no obli-
gation to take any action to protect, preserve or enforce
any rights or interests in the Collateral or to take any
action towards the execution or enforcement of the trusts
hereunder or otherwise hereunder, whether on its own motion
or on the regquest of any other person, which in the opinion
of the Secured Party may invclve loss, liability cr expense,
unless the Debtor or the Lender shall offer and furnish
reasonable security or indemnity against loss, liability and
expense to the Secured Partye.

(h) The Secured Party shall not be liable to the
Lender for any action taken or omitted by it in good faith
and relieved ty it to be authorized or within the discretion
or rights or powers conferred upon it by this Agreement.

(i) The Secured Party shall not be bound to make
any investigation into the facts or matters stated in any
resclution, certificate, statement, instrument, cpinion,
report, notice, regquest, direction, consent, order, bond.,
note or other paper or document unless reguested in writing
to d0 so by the Lender.

(3) The Secured Party may execute any of the
trusts or rowers hereunder or perform any duties hereunder
either directly or by or through agents or attorneys and the
Secured Party shall not be responsible for any misconduct or
negligence on the party of any agent or attorney appointed
by it with due care.
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The provisions of paragraphs (c) to (3) inclusive
of this section 18.2, shall be subject to the provisions of
section 18.1.

18.3 Showings Deemed Necessaryv by the Securegd
Party. Notwithstanding anything elsewhere in this Agreement
contained, the Secured Party shall have the right, but shall
not be required, to demand in respect of withdrawal of any
cash, the release of any property, the subjection of any
after-acguired property to the lien of this Agreement, or
any other action whatscever within the purview hereof, any
showings, certificates, opinions, appraisals c¢r other infor-
mation by the Secured Party deemed necessary or appropriate
in additicn to the matters by the terms herecf regquired as a
condition precedent to such action.

18.4 Status of Monevs Received. All moneys
received by the Secured Party shall, until used or applied
as herein provided, be held in trust for the purposes for
which they were received, but need not be segregated in any
manner from any other moneys, except to the extent reguired
by law, and may be deprosited by the Secured Party under such
general coeonditions as may be prescribed by law in the
Secured Party’'s general banking department, and the Secured
Party shall be under no liability for interest on any moneys
received ry it hereunder. The Secured Party and any
affiliated corporation may be interested in any financial
transaction with the Debtor or any affiliated corporation or
the lLessee or any affiliated corporation, or the Secured
Party may act as depositary cr otherwvise in respect to other
securities of the Debtor or any affiliated corporation or
the Lessee or any affiliated corporation, all with the same
rights which it would have if not the Secured Party. The
Secured Party agrees that, whenever it shall be reguired to
disburse moneys to the Lender under the provisions hereof,
it shall do sc by wire transfer of immediately available
funds to a designated bank or trust company lccated in the
continental United States whenever such method of payment is
requested in writing by such Lender.

18.5 Resignation c¢f the Secured Party. The
Secured Party may resign and be discharged of the trusts
hereby created by mailing notice specifying the date when
such resignation shall take effect to the Debtor and to the
Lender at their addresses set forth in Article 23. Such
resignation shall take effect on the date specified in such
notice (being not less than thirty days after the mailing of

~43-



such notice) unless previously a successor secured party
shall have been appcinted as hereinafter provided, in which
event such resignation shall take effect immediately upon
the aprointment of such successore.

12.6 Removal of the Secured Party. The Secured
Party may be removed and/or a successor secured party may be
appointed at anvy time by an instrument or concurrent instru-
ments in writing signed and acknowledged by the Lender and
delivered to the Secured Party and to the Debtor and, in the
case of the appointment of a successor secured party, to
such successor secured party.

18.7 Successor Secured Party. Each secured party
appointed in succession of the Secured Party named in this
Agreement, or its successor in the trust, shall be a trust
company or banking association or corporation organized
under the laws of the United States of Bmerica or a state
thereof and having its principal office in the continental
United States, in good standing and having a capital and
surplus aggregating at least $50,000,000, if there be such a
trust company or banking corroration gualified, akle and
willing to accept the trust upon reasonable or customary
termse.

18.8 Appointment_ of_ Successor Secured Party. If
the Secured Party shall have given notice of resignation to
the Debtor pursuant to Section 18.5 hereof, if notice of
removal shall have been given to the Secured Party and the
Lender pursuant to Secticn 18.6 hereof, which notice does
not appoint a successor secured party, a successor secured
party may be appointed by the Dedbtor, or, if such successor
secured party shall not have been so appcinted or shall not
have accerted such arpointment within fifteen calendar days
after the giving of such notice of resignation or the giving
of any such notice or removal, as the case may be, a
successor secured party may be appointed by the Debtor, the
Lender or, upcn application cf the retiring secured party by
any court of competent jurisdiction.

18.9 Merger or Concsclidation of_the_ Secured
Party. Any company into which the Secured Party, or any
successor to it in the trust created by this BAgreement, may
be merged or converted or with which it or any successor to
it may be consolidated or any company resulting from any
merger or consolidation to which the Secured Party or any

successor to it shall be a party (provided such ccmpany
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shall be a corporation organized under the laws cf the
United States of America or a state thereof and having its
principal office in the continental United States, in good
standing and having a capital and surplus of at least
$50,000,000), shall be the successor to the Secured Party
under this Agreement without the execution or filing of any
praper or any further act on the part of any of the parties
hereto. The Debtor covenants that in case of any such
merger, consolidation or conversion it will, upon the
request of the merged, consolidated or converted corpora-
tion, execute, acknowledge and cause to be recorded or filed
suitable instruments in writing to confirm the estates,
rights and interests of such corporation as secured party
under this Agreemente.

18.10 Convevance ''pon Request of Successor
Secured_Party. Should any deed, conveyancs or instrument in
writing from the Debtor be reguired by any successor secured
party for more fully and certainly vesting in and confirming
+o such new secured party such estates, rights, powers and
duties, then uvpon request any and all such deeds, con-
veyances and instruments in writing shall be made, executed,
acknowledged and delivered, and shall be caused to be

recorded and/or filed, by the Debtor.

18.11 Acceptance of Appointment by Successor
Secured Partv. Any new secured Party appointed rursuant to
any of the prcvisions hereof shall execute, ackncwledge and
deliver to the Debtor an instrument accepting such appoint-
ment and thereupon such new secured party, without any
further act, deed or convevyance, shall become vested with
all the estates, properties, rights, powers and trusts of
its predecessor in the rights hereunder with like effect as
if originally named as secured party herein; but neverthe-
less, upon the written reguest of the Debtor or cf the
successor secured party, the secured party ceasing to act
shall execute and deliver an instrument transferring to such
successor secured party, upon the trusts herein expressed,
all the estates, properties, rights, powers and trusts of
the secured party so ceasing to act, and shall duly assign,
transfer and deliver any of the property and meneys held by
such secured party to the successor secured party so
appointed in its or his place.
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SECTION 19. Applicable State laws.

Any provision of this Agreement prohibited by any
applicable law of any Jjurisdiction (which is not cverridden
by applicable federal law) shall as to such jurisdiction be
ineffective, without modifying the remaining provisions of
this Agreement. Where, however, any conflicting provisions
of any such applicable law may be waived, they are hereby
waived by the Debtor and the lessee toc the full extent
permitted by law.

Except as otherwise provided in this Agreement,
the Debtor to the full extent permitted by law, hereby
waives all statutory or other legal requirements for any
notice of any kind, notice of intention to take pcssession
of or to sell or lease the Equipment, ©Or any che oOr mOre
units thereof, and any other reguirements as to the time,
and place and terms of the sale or lease thereof, any other
requirements with respect to the enforcement ¢f the Secured
Party®s rights under this Agreement and any and all rights
of redemption.

SECTION 20. Recording.

The Debtor will cause this Rgreement, any
assignments hereof and any amendments or suprlements hereto
or thereto to be filed and recorded in accordance with
Section 11303 of the Interstate Commerce Act; and the Debtor
will from time to time do and perform any other act and will
execute, ackncwledge, deliver, file, register, deposit and
record any and all further instruments required by law or
reasonably redquested by the Secured Party, for the purpose
of carrying out the intention of this Agreement; and the
Debtor will promptly furnish to the Secured Party certif-
icates or other evidence of such filing, registering,
depositing and recording satisfactory to the Secured Partye.

SECTION 21. Payment of Expenses.

The Debtor will pay all reasonable costs and
expenses incident to this Agreement, and any instrument
suprlemental or related hereto.
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SECTION 22. Article Headings; Effect and
Modification of Agreement._ ._

A1l article headings are inserted for convenience
only and shall not affect any construction or interpretation
of this Agreemente.

This Agreement, including any Equirment Schedule
hereto, exclusively and completely states the rights of the
Secured Party, the Debtor and the lessee with resrpect to the
Equipment and supersedes all other agreements, oral or
written, with respect to the Equipment. No variation or
modification of this Agreement and no waiver of any of its
rrovisions or conditions shall be valid unless in writing
and signed by duly authorized representatives of the Secured
Party, the Lender, and the Debtor.

SECTIOR 23. QNoticee.

Any notice hereunder to any of the parties
designated below shall be deemed to be properly served if
delivered or mailed to it at its chief place of business at
the following specified addresses:

(a) To the Secured Party, at 79 South Fain
Street, Salt lake City, Utah 84111, Attention: Trust
Pivision, Corporate Trust Department:

(b) To the Debtor, ét One Market Plaza, Spear
Street Tower, 25th Floor, San Francisco, California 94105;

(c) To the lessee, at 526 Mission Street, San
Francisco, California 94105, Attention: Senior Vice-
President, Finance;

(d) To the Lender, at P.C. Box 396, St. Louis,
Missouri €3166;

or at such other addresses as may have been furnished in
writing by such party to the other parties to phis
Agreement.

SECTION 24. Private Offering.

The Lender rerpresents that it is acguiring its
interest in the Note for its own account, with its own
general corporate assets for investment and not with a view
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to, or for sale in connection with, the distribution of the
same, nor with any present intention of distributing or
selling the same, but subject, nevertheless, to any
requirement of law that the disposition of its property
shall at all times be within its control.

The Lender understands that its interest in the
Note has not been registered under the Securities Act of
1933 because the transaction is exempt from the registration
requirements of said Act pursuant to Section 8(2) thereof
and that such interest must be held indefinitely unless its
interest is registered under said Act in connection with a
subsequent disposition thereof or such Lender secures an
opinion of counsel that such subsequent dispositicn is
exempt from registration.

The lLender hereby agrees that any transfer
effected in accordance with this Section 24 bty it of all or
any part of its interest in the Note shall be upcn the
express condition that the transferee thereof shall be bound
by the terms of this Agreement. Pricr to¢ any such transfer
the Lender shall notify the Secured Party in writing thereof
and the Secured Party shall cause to be rrepared and
delivered to the lender an appropriate agreement, to be
entered into among the Lender, such transferee and the
Secured Party, evidencing such transfer upon the terms
hereof. The lLender shall pay to the Secured Party a
resasonable charge and the out-of~pocket expense cf the
Secured Party in connection with such transfere.

SECTION 25. Immunities; Satisfacticn cf
Undertakingse.

No recourse shall be had in respect cf any
obligation due under this Agreement, or referred to herein,
against any incorporator, stockholders, directer or officer,
past, present or future, of the Secured Party, whether by
virtue of any constitutional provision, statute cr rule of
law, or by enforcement of any assessment or penalty or
otherwise, all such liability, whether at common law, in
equity, by any constitutional provision, statute cr other-~
vise, of such inccecrporators, stockholders, directcrs or
officers being forever released as a condition of and as
consideration for the execution of this Agreement.

Except as seat forth in Section 6.1 hereocf, the
obligations of the DPebtor to all persons including, but not
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limited to, the Secured Party, shall be deemed in all
respects satisfied by the Lessee's undertakincos contained in
the Lease. The Debtor shall not have any resronsibility for
the Lessee’s failure to perform such obligations, but if the
same shall not be performed they shall constitute the basis
for an event of default hereunder pursuant to Section 16
hereof. Yo waiver or amendment of the lLessee®s undertakings
under the Lease shall be effective unless joined in by the
Secured Party.

Except as set forth in Section 6.1 herecf, it is
expressly understcod and agreed by and between the parties
hereto, anything herein to the contrary notwithstanding,
that each and all of the representations, undertakings and
agreenrents herein made on the part of the Debtor are each
and every one of them made and intended not as personal
representations, undertakings and agreements by the Debtor,
or for the purpose or with the intention of krinding the
Debtor personally but are made and intended for the purpose
of binding only the Collateral, and that no perscnal
liability or personal responsibility is assumed by or shall
at any time be asserted or enforceable against the Debtor on
account of any rerresentation, undertaking or agreement of
the Debtor, either expressed or implied, all such personal
liability, if any, being expressly waived and released by
the Secured Party and by all perscns claiming by, through or
under the Secured Party; provided, however, that the Secured
Party or any person claiming by, through or under the
Secured Party, making claim hereunder, may look to said
Collateral for satisfaction of the sanme.

SECTION 26. Law_Geverning.

The terms of this Agreement and all rights and
obligations hereunder shall re governed by the lavws of the
State of Utah; provided, however, that the parties shall be
entitled to all rights conferred by Section 11303 of the
Interstate Commerce Act and such additional rights arising
out of the filing, recording or deposit herecf, if any, and
of any assignment hereof as shall be conferred by the laws
of the several jurisdictions in which this Agreenrent or any
assignment hereof shall bhe filed, recorded or derpcsited.

SECTION 27. Execution.

This Agreement may be executed in any number of
cocunterparts, each of which so executed shall be deemed to
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he an original, and such counterparts together shall consti-
tute but one and the same contract, which shall te suffi-
ciently evidenced by any such original ccunterparte.

Although this Agreement is dated as of the date first above
Wwritten, for convenience, the actual date or dates of execu-
tion hereof by the parties hereto is or are, resrectively,
the date or dates stated in the acknowledgments hereto
annexed.

IN WITNESS WHEREOF, the parties hereto have
executed cr caused this instrument to be executed all as of
the date first above written.

[SEAL] FIRST SECURITY RAXK OF UTAH, N.RA.,
not in its individual capacity,
but solely as Security Trustee
for the Lender

Attest:
(:::i§§;;4£;¢F\jf&fé£;L4{1u~v égz:;;z£;é?%l;%;;”"“ __
Ti+le SIS AL T %{horize&ﬁicer
[SERL SAN FRANCISCO FINAKCIAL No. III,
by Steiner Sea, Air & Rail Co.,
Attest: a general partner
///ZM £ Przis oy Ped 160D
Title , 2 Aéz j% Authorized Officer
[SEAL] GENERAL AMERICAN LIFE
INSURANCE CCHMPANY
Attest:
“7}&,&// e By /éiiL“%”uézcié%bf?ﬂ
Title it¢ 7 jgyxmmxf2~ﬂxx;ﬁdi Ruthorized Officer

Vice President and Treasurer W
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STATE OF UTAH )
) ss.:
CITY AND CCUNTY OF SALT IAKE )

On this _473 day of @{AM , 1979, before

me personally appeared __JQHlemeEQZ ____________ s to me
rersonally knecwn, who, being by me duly sworn, says that he
is an authorized officer of FIRST SECURITY BAKK OF UTAH,
N.A., that one of the seals affixed to the foregoing instru-
ment is the ccrporate seal of said associaticn, that said
instrument was signed and sealed on behalf of said
association by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument
was the free act and deed of said association.

s 320 G

Yotary Public

My Commigsion Tavas Movambey 15, 1881
[Notarial Seall

My commission expires



[

STATE OF CALIFORNIR

CITY AND COUNTY OF SAN FRANCISCO

on this ___A0Y™  aay of _ Lﬁ;_'f____ , 1976,
tefore me personally appeared __X? A ey to me

rersonally kncwn, who, being by me duly Ssworn, says that he
is an autherized officer of STEINER SEA, ARIR & RAIL CO.,
that one of the seals affixed to the foregoing instrument is
the corporate seal of said association, that said instrument
vas signed and sealed on behalf of said associaticn by
authority of its Board of Directors, and he acknowledged
that the execution of the foregoing instrument was the free
act and deed c¢f said association.

[NOTARIAL SERL]

My commission expires

PRINCIPAL OFFICE IN
SAN FRANCISCO COUNTY

My Commission Expires Oct. 1, 1981




STATE OF MNISSOURI

(R
1]
n
.
»e

covxry oF O, Lours

On this 17% day of [}gg%ﬁf 1679, before me
-

personally atppeared _ Williarn

J <
tga:ehgeigogiily knoun, Who'iégn reamu%%ly svern, sazs
GENERAL AMERICAN LIFE INSURANCE COMPANY, that the seal
affixed to the foregoing instrument is the ccrrorate seal of
said corporation and that said instrument was signed and
sealed on behalf of said corporation by authority of its
Board of Directors, and he acknowledged that the execution
of the foregoing instrument was a free act and deed of said

corporation. ; i
7/4”7% oy,

Notary Public[}

of

[¥OTARY SEAL] )
My commission expires &;ﬂi/VL"



EQUIPMENT SCHEDULE A ]
(to the Lease and the Security and Loan Agreement)
Twenty-five forty-foot FRP Trailers

Certificate of Delivery No. 1

Date of Acceptance: March 29, 1979
Lessor's Cost: $325,000.00 ;
Lender's Portion (76.2425%): $247,788.12
Debtor's Portion (23.7575%): $77,211.88

Vehicle Serial Number Lessee Identification Number

66-6732-14 WPZ 2798-
66-6732-40 WPZ 2797,
66-6732-31 WPZ 2808
66-6732-6 WPZ 2807
66-6732-41 WPZ 2806
66-6732-44 WPZ 2825
66-6732-20 WPZ 2826
66-6732-39 WPZ 2829
66-6732-22 WPZ 2830
66-6732-30 . WPz 2831
66-6732-16 WPZ 2832
66-6732-8 WPZ 2833
66-6732-34 WPZ 2866
66-6732-19 WPZ 2868
66-6732-4 WPZ 2867
66-6732-1 | WPZ 2870
66-6732-9 WPZ 2869
66-6732-18 WPZ 2871
66-6732-17 WPZ 2872
66-6732-21 WPZ 2873
66-6732-42 WPZ 2874
66-6732-27 WPZ 2875
66-6732-25 WPZ 2879
66-6732-5 WPZ 2880

66-6732-43 wPZ 2881



« # 4

FOR¥ OF EQUIPMENT SCREDULE

Trailers

e it e G @ S B oy

Road Yumbers Toital Cost lender's_Portion Debtor'®s_Portion

% actual cost _Z_. actual cost

Rebuilt Hulks

Road MNumbers Total Cost Lender's_ Portion Debtor's Portion

% actual cost Z%_ actual _cost

Auto Rackse

———— o Wt I ey e S o>

Road Numbers Total Cost Lender's _Portion Debtor's _Portion
~%_ actual cost _Z_. actual cost

Certificate of Acceptance Number
Date of acceptance



