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Enclosed for rccordation under the provisiens of Section ’

20(c) of the Interstate Ccmmerce Act, as amended, are the original

and 11 counterparts of a Security Agreement-Trust Deed dated as of

August 15, 1676.

A general description of the railroad rolling stock
covered by the enclosed deccument 1s scet forth in Schedule A attached
to this letter and made a part hewreof,.

The names and addresses of the parties are:

Debtor: First Security Bank of Utah, N.A.,
as Trustee under SSI Rail Trust No. 76-2
79 South Main Street
Salt Lake City, Utah 84111

Secured
Party: Harris Trust and Savings Bank, as
Security Trustee
111 West Monroe Street
Chicago, Illinois 60690

The undersigned is the Debtor mentioned in the enclosed
document and has knowledge of the matters set Torth therein.

Please return the original and 9 coples of the Security
Agreement~Trust Deed to Larry Elkins, Chapman and Cutler, 111 West
Monroe Street, Chicago, Illinois 60603.

Also enclosed is a check in the amount of $50.00 poverlng
the required recording fee.

Very truly yours,

FIRST SECURITY BANK OF UTAH, N.A.,
not in its individual capacilty
but solely as Trustee under SSI
Rail Trust No. 76-2

ts Authorized Officer

DEBTOR AS AFORESAID
Enclosures



DESCRIPTION OF EQUIPMENT

MANUFACTURER:
DESCRIPTION OF EQUIPMENT:

SPECIFICATIONS:
ESTIMATED PRICE:

ESTIMATED TOTAL PRICE:

OUTSIDE DELIVERY DATE:

" DELIVER TO:

PLACE OF DELIVERY:

FMC Corporation

200 70~ton, 50'6" single sheathed
boxcars wilith 10' sliding doors
and 6' plug doors and 10"
end-of~-car cushloning (AAR Me-
chanical Designation XM) bearing
identifying numbers MDW 10000
through 10199, both inclusive.

FMC Job #17781, Drawing SK-724
$33,333 per Item of Equipment

$6,666,666 for all 200 Items
of Equipment

December 31, 1976
SSI Rall Corp.

Builder's Plant
Portland, Oregon

SCHEDULE A



Pnterstate Commeree Commission
Washington, B.E. 20423 110/8/76

OFFICE OF THE SECRETARY

 Larry Elkins
Chapman & Cutler

111 W\“es‘t}v Monroe Street
Chicago, Illinois 60603

i
4

' Dear v \

: The‘enélos‘ed document(s) was recorded pursuazit to the

provisionfs of Section 20(c) 6£ the Interstate Commerce \Act,
49 U.S.C. 20(c), on at

10/8/76 12:20pm
nd assigned dati b
and assigne recor,x ation number(s) 8519

Smcerely yours,

Rg;ert\&. swald

Secretary

Enclosﬁre( s)

SE-30
(5/76)
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SECURITY AGREEMENT-TRUST DEED

Dated as of August 15, 1976

FROM

FIRST SECURITY BANK OF UTAH, N.A.,
as Trustee

DEBTOR

TO

HARRIS TRUST AND SAVINGS BANK,
as Security Trustee

SECURED PARTY

(SSI Rail Trust No. 76=2)



TABLE OF CONTENTS

Section Heading

g e < .

S S v 0

1. Grant of Security.ceeeeieeiieinnnnnnes Cee e che s
1.1. Equipment Collateral......eeeeieeeeeeeeenneanns .o
1.2. Rental Collateral.....eeeeee it eineneensenennnnns
1.3. Guaranty Collateral.. ... e iiee e irineennseonennsas
1.4. Limitations to Security Interest.........eeeeeen..
1.5. Duration of Security Interest.......oeeeee.. e
1.6. Excepted Rights in Collateral.......... et

2. Covenants and Warranties of the Trust......vvvevu... e
2.1, Debtor's DULLIES. it it ittt it eereeeennennnnanen
2.2, Warranty of Tifle ... ieiitiieirnneeeeeiesnnnennnnss .
2.3, UPrLher ASSUPraNCES . vttt teeseeneeteseentoeononens .
2.4, After-acquired Property.....c.eeeeueenn.. e e
2.5. Recordation and Filing......oviieeereennonn e seen .
2.6. Modifications Of the LeasSe....veeeweenerneonennns .
2.7. Power of Attorney in Respect of the Lease....... -

3. Possession, Use and Release o0f Property...e.eeeeeeeenee..
3.1 Possession of Collateral....ve.eieeeeiieeneennnnns
3.2 Release Of Propert Y. eie e ettt enesonnosennnnnes
3.3. Release of Equipment - Consent of Noteholders.....
3.4. Protection of Purchaser............. e e ..

4y, Application of Assigned Rentals and Certain Other
Moneys Received by the Secured Party; Voluntary

Prepayment.....coveieiieienennevoans e e e e e s e e
4,1, Application of Rents and Other Payments.......... .
b 2. MULLIPLe NOLE St uieeeeeeeoeoeeneneonoeesenesonnnnns
4,3, Present Value of Rents for Any Item of Equipment..
L4, Voluntary Prepayment.......eeeeeeeenennnnens e
5. Default...eseviierreennenennnennnnnn. Ceeteeieeeea

5. Defaults and Other ProviSionS...eeeeeeuinriiinennnnennnn,

5.1. Events of Defaulb............. C et et et cee s
5.2 Secured Party's RightS....veeeven.. ctresaensesenas

S

n

O~3I1 ~J ~ OO\ \UT Ul &= 4= LSSl O



Section Heading

5.3. Certain Rights of the Debtor on the Occurrence
of an Event of Default Under the Lease..........

(a) Right tO CUPE.. ittt ennrnnoroneonennsss ..
(b) Option to Prepay Notes .............. e

Acceleration ClauSe. . vee et oot ososasaronsscsasass -
Walver Dy Debtor. . ittt ittt ittt eennoaanss
Effect Of S8lE.i.eieetesssntecotosnssosnsossnonsesns
Application of Sale Proceeds.......ovevvivenennaens
Discontinuance of Remedies.....viveu.. s et e eeaacanns
5 9 Cumulative Remedlies ... e it cneeeosaosennssosnenens

\.)'I\.HU"IU'IU"I
CD\] OWJT =

The Secured Party........ et et e et cen

6.1. Certain Duties and Responsibilities of

Secured Party.ee e eraseeestesercasearacsesnossss
Certain Limitations on Secured Party's Rights

to Compensation and Indemnification.............
Certain Rights of Secured Party.......... .0 .
Showings Deemed Necessary by Secured Party........
Status of Moneys Received.....ioiveieeeinennonnnns
Resignation of Secured Party........c.viienieennn .
Removal of Secured Parfy..ccieeireierinensecnenoans
Successor Secured Party.......cocvivveeenens e .
Appointment of Successor Secured Party............
Merger or Consolidation of Secured Party..........
Conveyance Upon Request of Successor

Secured Party.ceeeeesttesescsensonnsaeenoanesonsans
Acceptance of Appointment by Successor

Secured Party. .ttt eieseraetonansnnsnns

N

\O O~ YV =W

- s » s @ L T Y

=
o

(o)) AANONONONONONONONOY o
=

PR
X

Limitations of Liabllity.e ettt esineteeonaoecnanns
Supplemental Security Agreements; Waivers...............

8.1. Supplemental Security Agreements Without
Noteholders! Consent.....iuiiiienererrooesacoonsans
8.2. Waivers and Consents by Noteholders;
Supplemental Security Agreements with

Noteholders' Consent....cove it ieeieencenannna
8.3. Notice of Supplemental Security Agreements........
8.4, Opinion of Counsel Conclusive as to

Supplemental Security Agreements................
MiscellaneouS........ e e et ettt
9.1. Registration and Execution..........c.cvieeeeunennn
9.2. Payment of the Notes...... it iiiiiiiriivnenenens
9.3. The Register..... et e st e e et e a e et
9.4. Transfers and Exchanges of Notes; Lost or

Mutilated NOLES .. e i ioneesnaseeansosscnscssassas

18

19
19
21
21
22
22
22
22

23
23
23
23
24

24
25
25
25
26

26
26

27
27



~

Section Heading
9.5. The New NOobeS.uuitiiie i i iveeeoerenenonnneennnn
9.6. Cancellation of NOLe@S.u.ueuweseeeeennseennas .
9.7. Secured Party as Agent.....er et erennnenennenen
9.8. Registered OWNer.....v.eveeeeenn. et eee e ceee
9.9. Successors and ASSIgNS. . eeneerenenenanns ceee e
9.10. Partial Invalidity.....vevevenenn. et e
9.11. Communications.....eeeeeeeeeens e et e e e .
9.12. Releas€......o.. et e e Ceseaan e
9.13. Governing LaW..u..es e eieoeeoeetaeenennnes o
9.14. Counterparts....... et e esee e
9.15. HeadlngsS..eveeereresootoseessasonsenncanoneens
9.16. Amendments....... e et e ettt e
9.17. Effective Date.......... ettt Ceee e

Signature Page........ . et Gttt n e eae e

Acknowledgments...oe e ienenesncnnens ceast s sseseanonas

ATTACHMENTS TO SECURITY AGREEMENT-TRUST DEED:

SCHEDULE 1
SCHEDULE 2
SCHEDULE 3
EXHIBIT A-1

EXHIBIT A-2

-- Amortization Schedule

—- Description of Equipment

-~ Schedule of Trustor Participation
—-- Registered Note Form

Order Note Form

iii



SECURITY AGREEMENT-TRUST DEED

RE:

SSI Rail Corp.
(SSI Rail Trust No. T76-=2)

THIS SECURITY AGREEMENT-TRUST DEED dated as of August 15,
1976 (the "Security Agreement") from FIRST SECURITY BANK OF UTAH,
N.A., as Trustee (the "Debtor") under a Trust Agreement dated as of
August 15, 1976 with Borg-Warner Leasing Corporation, a Delaware
corporation (the "Trustor"), Debtor's post office address beilng 79
South Main Street, Salt Lake City, Utah 84111, Attention: Trust
Department, Corporate Divislon, to Harris Trust and Savings Bank,
as security trustee (the "Secured Party"), whose post office
address 1s 111 West Monroe Street, Chlcago, Illinois 60690,
Attention: Corporate Trust Division.

RECITALS:

A. The Debtor and the Secured Party have entered
into a Participation Agreement dated as of August 15, 1976
(the "Participation Agreement") with SSI Rall Corp., a Delaware
corporation (the "Lessee"), ITEL Corporation, a Delaware
corporation (the "Guarantor") and The Travelers Insurance Company
(the "Note Purchaser") providing for the commitment of the
Note Purchaser to purchase on or before December 31, 1976 the 10-3/4%
Secured Notes (the "Notes") of the Debtor not exceeding an
aggregate principal amount of $4,666,666. The Notes are to be
dated the date of issue, to bear interest at the rate of 10-3/4%
per annum prior to maturity, to be expressed to mature in 60
installments, including both principal and interest, payable
quarterly in accordance with the amortization schedule set forth
in Schedule 1 hereto, and to be otherwise substantially in the form
attached as Exhibit A-1 (herein called the "Registered Notes")
or Exhibit A-2 (herein called the "Order Notes"), as appropriate.

B. The Notes and all principal thereof and interest
(and premium, if any) thereon and all additional amounts and
other sums at any time due and owing from or required to be
pald by the Debtor under the terms of the Notes, this Securlty
Agreement or the Participation Agreement are hereinafter sometimes
referred to as "indebtedness hereby secured".

C. All of the requirements of law have been fully complied
with; all other acts and things necessary to make this Securilty
Agreement a vallid, binding and legal instrument for the security
of the Notes have been done and performed.



SECTION 1. GRANT OF SECURITY.

The Debtor in consideration of the premises and of the
sum of Ten Dollars recelved by the Debtor from the Secured Party
and other good and valuable consideration, receipt whereof 1s
hereby acknowledged, and in order to secure the payment of the
principal of and interest on the Notes according to their tenor
and effect, and to secure the payment of all other indebtedness
hereby secured and the performance and observance of all covenants
and conditions 1n the Notes and in thls Security Agreement and
in the Participation Agreement contained, does hereby convey,
warrant, mortgage, asslgn, pledge and grant the Secured Party,
its successors in trust and assigns, a security interest in,
all and singular of the Debtor's right, title and interest in
and to the properties, rights, interests and privileges described
In Sections 1.1, 1.2 and 1.3 hereof subject always to the exceptions,
reservations and limitations contained in Section 1.6 hereof (all
of which properties hereby mortgaged, assigned and pledged or
intended so to be are hereinafter collectively referred to as
the "Collateral").

Section 1.1. Equipment Collateral. Collateral includes
the railroad equipment described in Schedule 2 attached hereto and
made a part hereof (collectively the "Equipment" and individually
"Item of Equipment") constituting the Equlpment leased and delivered
under that certain Equipment Lease dated as of August 15, 1976
(the "Lease") between the Debtor, as Lessor, and SSI Rail Corp., a
Delaware corporation, as Lessee (the "Lessee"); together with all
accessories, equipment, parts and appurtenances appertaining or
attached to any of the Equipment herelnabove described, whether
now owned or hereafter acquired, except such thereof as remain
the property of the Debtor under the Lease, and all substitutions,
renewals or replacements of and additions, improvements, accessions
and accumulations to any and all of said Equipment, except such
thereof as remain the property of the Debtor under the Lease,
together with all the rents, issues, income, profits and avails
therefrom.

Section 1.2. Rental Collateral. Collateral also includes
all right, title, Interest, clalms and demands of the Debtor as
lessor 1n, to and under the Lease, including all extensions of the
term of the Lease, together with all rights, powers, privileges,
optlons and other benefits of the Debtor as lessor under the Lease,
including, without limitation, but subject always to the exceptions,
reservations and limitations contained in Section 1.6 hereof.

(1) the immediate and continuing right to receive
and collect all Interim Rental, Fixed Rental and Casualty
Value (as each such term is defined in the Lease), insurance
proceeds, condemnation awards and other payments, tenders
and security now or hereafter payable or receivable by
the lessor under the Lease pursuant thereto,

-0-



(2) the right to make all waivers and
agreements and to give and receive duplicate
coples of all notices and other instruments
or communications,

(3) the right to take such action upon the
occurrence of an Event of Default under the Lease
or an event which with the lapse of time or giving
of notice, or both, would constitute an Event of
Default under the Lease, including the commencement,
conduct and consummation of legal, administrative
or other proceedings, as shall be permitted by the
Lease or by law, and to do any and all other things
whatsoever which the Debtor or any lesscr is or may
be entitled to do under the Lease, including, without
limitation, all rights of the Lessor as assignee under
Section 20 of the Lease of the Lessee's rights and
interests as sublessor in and to all Permitted Subleases
(as defined in the Lease),

it being the intent and purpose hereof that subject always to the
exceptions, reservations and limitations contained in Section 1.6
hereof, the assignment and transfer to the Secured Party of said
rights, powers, privileges, options and other benefits shall be
effective and operative immediately and shall continue in full
force and effect, and the Secured Party shall have the right to
collect and receive all Interim Rental, Fixed Rental and Casualty
Value and other sums for application in accordance with the pro-
visions of Section 4 hereof at all times during the period from
and after the date of this Security Agreement until the indebted-
ness hereby secured has been fully pald and discharged.

Sectlon 1.3. Guaranty Collateral. Collateral also in-
cludes the Guaranty Agreement dated as of August 15, 1976 (the
"Guaranty Agreement") from the Guarantor, including without limi-
tation, any and all sums due and to become due thereunder insofar
as the same relates to the Collateral described in Section 1.2
hereof.

Section 1l.4. Limitations to Security Interest. The
security interest granted by thils Section 1 1s subject to (a) the
right, title and interest of the Lessee under the Lease, and (b)
the llen of current taxes and assessments not in default (but only
if such taxes are entitled to priority as a matter of law), or, if
delinquent, the validity of which 1s being contested in good faith.

Section 1.5. Duration of Security Interest. The Secured
Party, its successors 1n trust and assigns shall have and hold the
Collateral forever; provided, always, however, that such security
interest 1is granted upon the express condition that if the Debtor
shall pay or cause to be pald all the indebtedness hereby secured
and shall observe, keep and perform all the terms and conditions,
covenants and agreements herein and in the Participation Agreement




and the Notes contained, then these presents and the estate hereby
granted and conveyed shall cease and this Security Agreement shall
become null and void; otherwlse to remain in full force and effect.

Section 1.6. Excepted Rights in Collateral. Subject
to the proviso hereto, there are expressly excepted and reserved
from the security interest and operation of this Security Agreement
the following described properties, rights, interests and privileges
(hereinafter sometimes referred to as the "Excepted Rights in
Collateral") and nothing herein or in any other agreement contained
shall constitute an assignment of sald Excepted Rights in Collateral
to the Secured Party:

(a) all payments of any indemnity under Sections
6 and 10.2 of the Lease which by the terms of the
Lease are payable to the Debtor or the Trustor for its
own account;

(b) all rights of the Debtor and the Trustor,
respectively, under the Lease to demand, collect, sue
for or otherwise obtain all amounts from the Lessee due
the Debtor or the Trustor on account of any such
indemnities or payments, provided that the rights
excepted and reserved by this paragraph (b) shall not
be deemed to include the exercise of any remedies
provided for in Section 14 of the Lease except those
contained in Section 14.1(1) thereof;

(¢) any insurance proceeds payable under general
public liability policies maintained by the Lessee pur-
suant to Section 11l.1 of the Lease which by the terms
of such policlies or the terms of the Lease are payable
directly to the Debtor or the Trustor for its own account;

(d) all payments under Section 2 of the Guaranty
Agreement which by the terms of the Guaranty Agreement
are payable to the Trustor for its own account; and

(e) all rights of the Trustor under the Guaranty
Agreement to demand, collect, sue for or otherwise ob-
tain all amounts from the Guarantor due the Trustor on
account of such payments, provided that the rights ex-
cepted and reserved by this paragraph (e) shall not be
deemed to include the exercise of any remedles provided
for in Section 14 of the Lease except those contained
in Section 14.1(1) thereof.

SECTION 2. COVENANTS AND WARRANTIES OF THE TRUST.

The Debtor covenants, warrants and agrees as follows:

Section 2.1. Debtor's Duties. The Debtor covenants and
agrees well and truly to perform, abide by and to be governed and
restricted by each and all of the terms, provisions, restrictions,
covenants and agreements set forth in the Participation Agreement,

b



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

Section 2.2. Warranty of Title. The Debtor has the right,
power and authority under the Trust Agreement to grant a security
interest in the Collateral to the Secured Party for the uses and
purposes herein set forth; and the Debtor will warrant and defend
the title to the Collateral against all claims and demands of persons
claiming by, through or under the Debtor (excepting only the right,
title and interest of the Lessee under the Lease and of persons
claiming by, through or under the Lessee). The Debtor also agrees
that 1t will, in its individual capacity and at 1ts own cost and
expense wilthout regard to the provision of Section 7 hereof, prompt-
ly take such action as may be necessary to duly discharge any llens
and encumbrances on the Collateral which result from claims against
the Debtor in 1ts individual capacity and not related to the owner-
ship of the Equipment or the administration of the Trust Estate (as

defined under the Trust Agreement) or any transaction pursuant to
the Operative Agreements (as defined in the Trust Agreement). With-

out limiting the foregoing, there is no financing statement or other
filed or recorded instrument in which the Debtor is named and

which the Debtor has signed, as debtor or mortgagor now on file in

any public office covering any of the Collateral excepting the financ-
ing statements filed or to be filed 1n respect of and for the security
interest provided for herein.

Section 2.3. Further Assurances. The Debtor will, at
no expense to the Secured Party, do, execute, acknowledge and
deliver all and every further acts, deeds, conveyances, transfers
and assurances necessary or proper for the perfection of the
security interest being herein provided for in the Collateral,
whether now owned or hereafter acquired. Without limiting the
foregoing but in furtherance of the security interest herein
granted 1n the rents and other sums due and to become due under
the Lease, the Debtor covenants and agrees that 1t will notify
the Lessee of such assignment pursuant to Section 16 of the Lease
and direct the Lessee to make all payments of such rents and
other sums due and to become due under the Lease other than those
sums referred to in Section 1.6 hereof as excepted from the
Collateral directly to the Secured Party or as the Secured Party
may direct.

Section 2.4. After-acquired Property. Any and all
property described or referred to in the granting clauses hereof
which 1s hereafter acquired shall ipso facto, and without any
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further conveyance, assignment or act on the part of the Debtor

or the Secured Party, become and be subject to the security Interest
herein granted as fully and completely as though specifically
described herein, but nothing 1n this Section 2.4 contained shall

be deemed to modify or change the obligation of the Debtor under
Section 2.3 hereof.

Section 2.5. Recordation and Filing. The Debtor will
cause thls Security Agreement and all supplements hereto, the
Lease and all supplements thereto, and all financing and contilnuation
statements and similar notlces required by applicable law, at
all times to be kept, recorded and filed at no expense to the
Secured Party 1n such manner and in such places as may be
required by law in order fully to preserve and protect the rights
of the Secured Party hereunder, and wlll at no expense to the
Secured Party furnish to the Secured Party promptly after the
executlion and delilvery of this Security Agreement and of each
supplemental Securlty Agreement an opinion of counsel stating
that in the opinion of such counsel this Security Agreement or
such supplement, as the case may be, has been properly recorded
or filed for record so as to make effective of record the
securlty interest intended to be created hereby.

Section 2.6. Modifications of the Lease. The Debtor
will not, without the prior written consent of the Secured Party
and the holders of the Notes, which consent shall not be unrea-
sonably withheld:

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

(b) receive or collect any rental payment under
the Lease prior to the date for payment thereof pro-
vided for by the Lease or assign, transfer or hypothe-~
cate (other than to the Secured Party hereunder) any
rent payment then due or to accrue in the future under
the Lease in respect of the Equipment; provided, that
the Debtor shall not be in violation of this clause
(b), or incur any liability due to, any receipt or
collection of rentals by the Secured Party or its suc=-
cessors or assigns in accordance with the assignment
provided for herein;

(¢) sell, mortgage, transfer, assign or hypothe-
cate (other than to the Secured Party hereunder) its
interest in the Equipment or any part thereof or in
any amount to be received by it from the use or dispo-
sitlion of the Equlpment.
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Section 2.7. Power of Attorney in Respect of the Lease.
The Debtor does hereby irrevocably constitute and appolnt the Secured
Party, its true and lawful attorney with full power of substitution,
for 1t and in its name, place and stead, to ask, demand, collect,
receive, receipt for, sue for, compound and give acqulttance for
any and all rents, income and other sums which are assigned under
Sections 1.1, 1.2 and 1.3 hereof with full power to settle, adjust
or compromise any clalm thereunder as fully as the Debtor could
itself do, and to endorse the name of the Debtor on all commercial
paper given in payment or in part payment thereof, and in 1its
discretion to file any claim or take any other action or proceedings,
either in its own name or in the name of the Debtor or otherwise,
which the Secured Party may deem necessary or approprilate to protect
and preserve the right, title and interest of the Secured Party
in and to such rents and other sums and the securilty intended
to be afforded hereby. The Secured Party shall defend, indemnify
and save harmless the Debtor, 1ts successor, agents and assigns
from and against any claim, cause of action, damage, llabllity,
cost or expense (including, without limitation, attorneys' fees and
costs 1n connection therewith) incurred as a result of any action
taken by the Secured Party under this Section 2.7 which is wrongful
or which exceeds the power and authorities herein granted.

SECTION 3. POSSESSION, USE AND RELEASE OF PROPERTY.

Section 3.1. Possession of Collateral. While the Debtor
is not in default hereunder 1t shall be suffered and permitted to
remain in full possession, enjJoyment and control of the Equipment
and to manage, operate and use the same and each part thereof with
the rights and franchises appertaining thereto, provided, always,
that the possession, enjoyment, control and use of the Equipment
shall at all times be subjJect to the observance and performance
of the terms of thils Securlty Agreement. It 1s expressly understood
that the use and possession of the Equipment by the Lessee under
and subject to the Lease shall not constitute a viclation of this
Section 3.1. This Security Agreement is entered into with the
expectation that the Equipment shall be leased to the Lessee under
the Lease and that all use of the Equipment permitted thereby i1s
authorized hereunder.

Section 3.2. Release of Property. So long as no default
referred to in Section 14 of the Lease has occurred and 1s continuing
to the knowledge of the Secured Party, the Secured Party shall exe-
cute a release in respect of any Item of Equipment designated by
the Lessee for settlement pursuant to Section 11 of the Lease upon
receipt from the Lessee of written notice deslignating the Item of
Equipment in respect of which the Lease will termlnate and the
receipt from the Lessee of the Casualty Value payment for such Item
of Equipment in compllance with Section 11 of the Lease.

Section 3.3. Release of Equipment - Consent of Noteholders.
In addition to the sale, exchange or release pursuant to the fore-
going Section 3.2, the Debtor may sell or otherwise dispose of any
Equipment then subject to the lien of this Security Agreement, and




the Secured Party shall release 1ts interest in the same from the
lien hereof to the extent and on the terms and upon compliance with
the conditions provided for in any written consent given thereto at
any time or from time to time by the holder or holders of the
indebtedness hereby secured.

Section 3.4. Protection.of Purchaser. No purchaser in
good faith of property purporting to be released hereunder shall
be bound to ascertaln the authority of the Secured Party to execute
the release, or to lnquire as to any facts required by the provi-
sions hereof for the exercise of such authority; nor shall any
purchaser, in good faith, of any item or unit of the mortgaged
property be under obligation to ascertain or inquire into the con-
ditions upon which any such sale 1s hereby authorized.

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

Section U4.1. Application of Rents and Other Payments.
As more fully set forth in Sections 1.2 and 1.3 hereof the Debtor
has hereby granted to the Secured Party a security interest 1n
rents, 1issues, profits, income and other sums due and to become
due under the Lease and the Guaranty Agreement in respect of the
Equipment as securlty for the Notes. Except as otherwlse provided
in Section 4.1(b) and (c) below, so long as no Event of Default as
defined in Section 5 hereof has occurred and is continulng:

(a) The amounts from time to time received by the
Secured Party which constitute payment by the Lessee under
the Lease (or by the Guarantor in respect thereof under
the Guaranty Agreement) of the installments of Interim
Rental or Fixed Rental under the Lease shall be applied
first, to the payment of the installments of principal
and Interest (and in each case first to interest and
then to principal) on the Notes which have matured or
wlll mature on or before the due date of the install-
ments of Interim Rental or Fixed Rental which are receiv-
ed by the Secured Party, and then the balance, if any,
of such amounts shall be paid to or upon the order of
the Debtor not later than the first business day following
the receipt thereof;

(b) The amounts from time to time received by the
Secured Party which constitute settlement by the Lessee of
the "Casualty Value" for any Item of Equipment pursuant
to Section 11 of the Lease (or by the Guarantor in respect
thereof under the Guaranty Agreement) shall be pald and
applied on the Notes, all 1n such manner and in such
amounts so that after giving effect to such application
and the release of such Item of Equipment from the Lease
and the lien of this Security Agreement:

(1) the aggregate principal amount remaining
unpaid on the Notes, does not exceed the "Present
Value of Rents" as hereinafter defined in respect
of all other Items of Equipment which then remain
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subject to the Lease and the security interest of
this Security Agreement; and

(11) each of the remaining installments of
each Note shall be reduced in the proportion that
the principal amount of the prepayment bears to
the unpaid principal amount of the Notes 1lmmediately
prior to the prepayment,

Unless to the knowledge of the Security Trustee an Event of
Default shall have occurred and be continuing on the date of
payment of the Notes which Event of Default had occurred and
was continuing on the date of the occurrence of the event
giving rise to the settlement by the Lessee of such Casualty
Value, any amounts in excess of the "Present Value of Rents”
as hereinafter defined in respect of any Item of Equipment

for which settlement is made by the Lessee pursuant to Sec-
tion 11 of the Lease (or by the Guarantor in respect thereof
under the Guaranty Agreement) shall be released to or upon

the order of the Debtor on the date of payment of the Notes;
provided that if the Security Trustee shall not have knowledge
of the date of the occurrence of the event giving rise to such
payment of the Casualty Value or whether on such date such
Event of Default had then occurred and was continuing, the
Trustee shall make written inquiry of the Lessee as to either
or both of such facts and the Security Trustee may rely in
making such payment and release upon the written direction of
the Lessee as to such facts; and

(¢) The amounts received by the Security Trustee from
time to time which constitute proceeds of casualty insurance
maintained by the Lessee in respect of the Equipment, shall
be held by the Security Trustee as a part of the Collateral
and shall be applied by the Security Trustee from time to time
to any one or more of the following purposes:

(1) So long as no Event of Default has
occurred and is continuing to the knowledge of
the Security Trustee, the proceeds of such
insurance shall, if the Equipment 1s to be re-
paired, be released to the Debtor to reimburse
the Lessee for expenditures made for such re-
pair upon receipt by the Security Trustee of a
certificate of an appropriate officer of the
Lessee as required by the last paragraph of
Section 11 of the Lease; and

(2) If the insurance proceeds shall not
have been released to the Debtor pursuant to the
preceding paragraph (1) within 180 days from the
receipt thereof by the Security Trustee, or if
within such period the Lessee shall have notified
the Security Trustee in writing that the Lease is
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to be terminated in accordance with the provisions

of Section 11.2 of the Lease then, unless to the
knowledge of the Security Trustee an Event of Default
shall have occurred and be continuing on the date of-
such application which Event of Default had occurred
and was continuing on the date of the occurrence of
the event giving rise to the payment of such casualty
insurance proceeds by the insurer, the insurance
proceeds shall be applied by the Security Trustee as
follows:

(1) PFirst, to the prepayment of the
Notes all in the manner and to the extent
provided for by Section 4.1(b) hereof; and

(1ii) Second, the balance, if any, of
such insurance proceeds held by the Security
Trustee after making the applications provided
for by the preceding subparagraph (i) shall be
released to or upon the order of the Debtor on
the date of payment of the Notes;

provided that 1f the Security Trustee shall not have
knowledge of the date of the occurrence of the event

glving rise to such payment of such casualty insurance
proceeds or whether on such date such Event of Default had
then occurred and was continuing, the Trustee shall make
written inquiry of the Lessee as to eilther or both of such
facts and the Security Trustee may rely in making such ap-
plication and release upon the written direction of the Lessee
as to such facts;

Section 4.2. Multiple Notes. If more than one Note 1is
outstanding at the time any application is made pursuant to Section
4,1, the application shall be made on all outstanding Notes ratably
in accordance with the principal amount remaining unpaid thereon
and on the installments of each Note, respectively, in the manner
provided for by paragraphs (a) and (b) of Section 4.1.

Section 4.3. Present Value of Rents for Any Item of
Equipment. The term "Present Value of Rents" for any Item of
Equipment shall mean as of any date an amount equal to the aggregate
Fixed Rental in respect of such Item of Equipment [after deducting
from the first through sixtieth quarterly Fixed Rental payments
an amount equal to that percentage of the Lessor's Cost (as defined
in the Participation Agreement) of such Item of Equipment set forth
opposite such Fixed Rental payment in the Schedule of Trustor Par-
ticipation attached hereto as Schedule 3] reserved for the balance
of the term originally provided for in the Lease and remaining
unpaid as of the close of business on such date discounted on the
basis of 10-3/4% per annum interest factor compounded quarterly
to the respective dates on which such installments are payable, with
all such discounts to be computed on the basis of a 360-day year of
30-day months.
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Section U4.4. Voluntary Prepayment. The Debtor shall
have the previlege of prepaying the Notes in whole, or in part in
the amount of $100,000 or any integral multiple thereof, upon
notice as provided below, by payment of the principal amount of
the Notes and accrued interest thereon to the date of prepayment
plus a premium equal to the following percentages of the principal
amount of such prepayment:

If Prepaid During Applicable
the Following Year Premium
1976 or 1977 10.75%
1978 10.03%
1979 ’ 9.31%
1980 8.59%
1981 7.87%
1982 7.15%
1983 6.43%
1984 5.71%
1985 4.99%
1986 b.27%
1987 3.55%
1988 2.83%
1989 2.11%
1990 1.39%
1991 .67%

provided, however, that no such prepayment may be made prior to
1991 as part of a refunding or anticipated refunding operation by
the application, directly or indirectly, of borrowed funds having
an effective interest cost of less than 10-3/4% per annum or
having as of the date of the proposed prepayment, a welghted
average life to maturity less than the remaining weighted average
life to maturity of the Notes. As used above, "weighted average
life to maturity" of any indebtedness for borrowed money means,
at the time of the determination thereof, the number of years
obtalned by dividing the then remalning dollar-years of such
indebtedness by the then outstanding principal amount of such
indebtedness. "Remaining dollar-years" of any indebtedness for
borrowed money means the amount obtained by (1) multiplying the
amount of each then remaining sinking fund, serial maturity or
other required repayment, including repayment at final maturity,
by the number of years (calculated at the nearest one~twelfth)
which will elapse between the date of proposed prepayment and the
date of that required repayment, and (2) totaling all the products
obtained in (1).

The Debtor will give notice of any optional prepayment
of the Notes to the Secured Party not less than 30 nor more than
60 days before the date fixed for prepayment, specifying such date
and the amount of the premium, if any, and accrued interest applic-
able to such prepayment. Upon the giving of such notice, the un-
paid principal amount of the Notes, together with the premium, if
any, and accrued interest thereon shall become due and payable on
the date specified for prepayment.
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Section 4.5. Default. Except as otherwise provided
in Section 4.1(b) and (c) above, if an Event of Default referred
to in Section 5 hereof has occurred and is continuing, all amounts
received by the Secured Party pursuant to Section 1.2 hereof shall
be applied in the manner provided for in Section 5 in respect of
proceeds and avails of the Collateral.

SECTION 5. DEFAULTS AND OTHER PROVISIONS.

Section 5.1. Events of Default. The term "Event of
Default" for all purposes of this Security Agreement shall mean
one or more of the followiling:

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

(b) An Event of Default as set forth in Section
14 of the Lease; or

(¢) Default on the part of the Debtor in the due
observance or performance of any covenant or agreement
to be observed or performed by the Debtor under this
Security Agreement or the Participation Agreement, and
such default shall continue unremedied for 30 calendar
days; or

(d) Any representation or warranty made herein
or in the Particlipation Agreement or in any report, certif-
lcate, filnancial or other statement furnished in connection
with this Security Agreement, the Lease, the Guaranty
Agreement or the Participation Agreement, or the transactions
contemplated therein shall prove to be false or misleading
in any material respect when made; or

(e) Any claim, lien or charge (other than the Lease
and liens, charges and encumbrances which the Lessee is
obligated to discharge under Section 9 of the Lease) shall
be asserted against or levied or imposed upon the Equipment
which 1s 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 thirty calendar days
after written notice from the Secured Party or the holder
of any Note to the Debtor and the Lessee demanding the
discharge or removal thereof.
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Section 5.2. Secured Party's Rights. The Debtor agrees
that when any Event of Default as defined in Section 5.1 has occurred
and is continulng, but subject always to Section 7 hereof, the Secured
Party shall have the rights, options, dutles and remedies of a
secured party, and the Debtor shall have the rights and duties
of a debtor, under the Uniform Commercial Code of Illinois (regard-
less of whether such Code or a law simlilar thereto has been enacted
in a jurisdiction wherein the rights or remedies are asserted) and
without limiting the foregolng, the Secured Party may exercise any
one or more or all, and in any order, of the remedlies hereinafter
set forth, it being expressly understood that no remedy herein
conferred is intended to be exclusive of any other remedy or remedies,
but each and every remedy shall be cumulative and shall be in addi-
tion to every other remedy given herein or now or hereafter existing
at law or in equity or by statute.

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

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

(¢) Subject always to the rights of the Lessee
under the Lease, the Secured Party may, if at the time
such action may be lawful and always subject to compliance
with any mandatory legal requirements, either with or
without taking possession and either before or after
taking possession, and without instituting any legal
proceedings whatsoever, and having first given notice
of such sale by registered mail to the Debtor and the
Lessee once at least ten days prior to the date of such
sale, and any other notice which may be required by law,
sell and dispose of said Collateral, or any part thereof,
at public auction to the highest bidder, in one lot as an
entirety or in separate lots, and either for cash or on
credit and on such terms as the Secured Party may determine,
and at any place (whether or not it be the loca-
tion of the Collateral or any part thereof)
designated "a the notice above referred to. Any
such sal~2 or sales may be adjourned from time to

-13-



time by announcement at the time and place
appointed for such sale or sales, or for any
such adjourned sale or sales, without further
published notice, and the Secured Party or the
holder or holders of the Notes, or of any inte-
rest therein, may bid and become the purchaser
at any such sales;

(d) Subject always to the rights of the
Lessee under the Lease, the Secured Party may
proceed to protect and enforce this Security
Agreement and the Notes by suilt or suits or pro-
ceedings in equity, at law or in bankruptcy, and
whether for the speciflc performance of any
covenant or agreement herein contained or in
execution or aid of any power herein granted; or
for foreclosure hereunder, or for the appoint-
ment of a receiver or receivers for the mortgaged
property or any part thereof, or subject to the
provisions of Sectlion 7 hereof, for the recovery
of Judgment for the indebtedness hereby secured
or for the enforcement of any other proper, legal
or equltable remedy available under applicable
law; and '

(e) Subject always to the rights of the Lessee
under the Lease, the Secured Party may proceed to
exerclise all rights, privileges and remedies of the
Debtor under the Lease, and may exercise all such
rights and remedies either in the name of the Secured
Party or in the name of the Debtor for the use and
benefit of the Secured Party;

provided, however, that 1f such Event of Default has occurred and

is continuing due to the occurrence and continuance of an Event of
Default pursuant to Section 14.1(e) or 14.1(g) under the Lease, then
no such actions as above provided shall be taken by the Secured
Party except upon the written request of the holders of 66-2/3% of
the principal amount of the Notes then outstanding.

Section 5.3. Certain Rights of the Debtor on the
Occurrence of an Event of Default Under the Lease. Except as
hereinafter provided, if an Event of Default under the Lease of
which the Secured Party has knowledge shall have occurred and be
continuing the Secured Party shall give the Debtor not less than
20 days' prior written notice of the date (the "Enforcement Date")
on which the Secured Party will exercise any remedy or remedies
pursuant to Section 5.2 hereof. If an Event of Default under the
Lease shall have occurred and be continuing, the Debtor shall
have the following rights hereunder:

(a) Right to Cure. In the event of the occurrence of
an Event of Default in respect of the payment of Interim Rental
or Fixed Rental under the Lease or an Event of Default shall have
occurred under Section 14.1(d) of the Lease (unless there shall
have occurred and be continuing any other Event of Default under
the Leasgl?*ggg_Debtor may, at any time prior to the Enforcement
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"Date, cure such default [in the case of such payment default by
paylng to the Secured Party an amount equal to any principal and
interest (including interest, if any, on overdue payments of
principal and interest) then due and payable on the Notes];
provided, however, that the Debtor may not exercise such payment
right in respect of the second of any two consecutive such Rental
payment defaults or in any event more than a total of four times
throughout the term of the Lease.

Except as hereinafter in this Section 5.3(a) provided,
any claims of the Debtor against the Lessee or any other party
for the repayment of any amount so paid by the Debtor or on
account of costs or expenses incurred in connection therewith
shall not impair the prior right and security interest of the
Secured Party in and to the Collateral. If no other Event of
Default shall have occurred and be continuing and if all
principal and interest payments due on the Notes have been paid
at the time of receipt by the Secured Party from the Lessee of
an overdue installment of Interim Rental or Fixed Rental in
respect of which the Debtor shall have made payment pursuant to the
preceding paragraph of this Section 5.3(a) and interest payable by
the Lessee on account of such overdue installment, such installment
and interest thereon shall be released to or upon the order of
the Debtor.

(b) Option to Prepay Notes. Whether or not the Debtor
shall then have the right to cure an Event of Default under the
Lease pursuant to Section 5.3(a) above, the Debtor may at its
option prepay the Notes by payment of the entire unpaid principal
amount thereof, together with accrued interest thereon to the
date of prepayment but without premium.

Nothing in this Section 5.3 contalned shall be deemed to
modify or amend any of the provisions of Section 2.6 or Section 2.7
hereof or any rights of the Secured Party under this Security
Agreement or render the Secured Party liable to the Debtor or the
Trustor for fallure to give any notice herelnabove referred to
or prevent the Secured Party from terminating any consultations
which the Secured Party may have chosen to engage in with the
Debtor and in any event to proceed with and enforce any rights
of the Secured Party under thls Security Agreement after the
giving of notice as herein provided.

Section 5.4. Acceleration Clause. In case of any sale
of the Collateral, or of any part thereof, pursuant to any Judgment
or decree of any court or otherwise in connection with the enforce-
ment of any of the terms of this Security Agreement, the principal
of the Notes, 1f not previously due, and the interest accrued
thereon, shall at once become and be immedlately due and payable;
also in the case of any such sale, the purchaser or purchasers,
for the purpose of making settlement for or payment of the purchase
price, shall be entitled to turn in and use the Notes and any
claims for Interest matured and unpald thereon, in order that there
may be credited as pald on the purchase price the sum apportionable
and applicable to the Notes including principal and interest thereof
out of the net proceeds of such sale after allowing for the propor-
tion of the total purchase price required to be pald in actual

cash.
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_ Section 5.5. Waiver by Debtor. To the extent permitted
by law, the Debtor covenants that it wlll 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 1ln force providing for the
valuation or appralsement of the Collateral or any part thereof,
prior to any sale or sales thereof to be made pursuant to any pro-
vision herein contained, or to the decree, judgment or order of
any court of competent jurisdliction; nor, after such sale or sales,
claim or exercise any right under any statute now or hereafter
made or enacted by any state or otherwise to redeem the property
80 sold or any part thereof, and, to the full extent legally per-
mitted, hereby expressly walves for itself and on behalf of each
and every person, except decree or Judgment creditors of the Debtor
acquiring any interest 1in or title to the Collateral or any part
thereof subsequent to the date of this Security Agreement, all
benefit and advantage of any such law or laws, and covenants that
it will not invoke or utilize any such law or laws or otherwise
hinder, delay or impede the execution of any power herein granted
and delegated to the Secured Party, but will suffer and permit
the execution of every such power as though no such power, law
or laws had been made or enacted.

Section 5.6. Effect of Sale. Any sale, whether under
any power of sale hereby given or by virtue of judicial proceedings,
shall operate to divest all right, title, interest, claim and demand
whatsoever, eilther at law or in equity, of the Debtor in and to the
property sold shall be a perpetual bar, both at law and in equity,
against the Debtor, its successors and assigns, and against any and
all persons claiming the property sold or any part thereof under,
by or through the Debtor, its successors or assigns (subject, however,
to the then existing rights, if any, of the Lessee under the Lease).

Section 5.7. Application of Sale Proceeds. The proceeds
and/or avalls of any sale of the Collateral, or any part thereof, and
the proceeds and the avails of any remedy hereunder shall be pald to
and applied as follows:

(a) First, to the payment of costs and
expenses of foreclosure or suit, if any, and of
such sale, and of all proper expenses, liabllity
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and advances, including legal expenses and
attorneys' fees, incurred or made hereunder

by the Secured Party, or the holder or holders
of the Notes and of all taxes, assessments or
liens superior to the lien of these presents,
except any taxes, assessments or other superior
lien subject to which sald sale may have been
made;

(b) Second, to the payment of the holder
or holders of the Notes of the amount then owing
or unpaid on the Notes for principal, interest and
premium, if any; and in case such proceeds shall
be insufficilent to pay in full the whole amount so
due, owing or unpaid upon the Notes, then ratably
according to the aggregate of such principal and
the accrued and unpaid interest and premium, 1if
any, with application on each Note to be made,
first, to the unpaid principal thereof, second, to
unpaid premium, if any, thereon, and third, to
unpaid interest thereon; such application to be
made upon presentation of the several Notes, and
the notation thereon of the payment, if partially
paid, or the surrender and cancellation thereof, if
fully paid; and

(¢) Third, to the payment of the surplus, if
any, to the Debtor, its successors and assigns, or
to whomsoever may be lawfully entitled to receive
the same.

Section 5.8. Discontinuance of Remedies. In case the
Secured Party shall have proceeded to enforce any right under this
Security Agreement by foreclosure, sale, entry or otherwlse, and
such proceedings shall have been discontlinued or abandoned for any
reason or shall have been determlned adversely, then and in every
such case the Debtor, the Secured Party and the holders of the
Notes shall be restored to their former positions and rights here-
under with respect to the property sublect to the security interest
created under this Securlity Agreement.

Section 5.9. Cumulative Remedies. No delay or omission
of the Secured Party or of the holder of any Note to exerclse any
right or power arising from any default on the part of the Debtor,
shall exhaust or impalr any such right or power or prevent 1its
exercise during the continuance of such default. No walver by the
Secured Party, or the holder of any Note of any such default, whether
such waiver be full or partial, shall extend to or be taken to affect
any subsequent default, or to lmpalr the rights resulting therefrom
except as may be otherwise provided herein. No remedy hereunder is
intended to be exclusive of any other remedy but each and every
remedy shall be cumulative and in addition to any and every other
remedy glven hereunder or otherwise existing; nor shall the giving,

-17-



taking or enforcement of any other or additional security, collateral
or guaranty for the payment of the indebtedness secured under this

. Security Agreement operate to prejudice, walve or affect the security
of this Security Agreement or any rights, powers or remedies here-
under, nor shall the Secured Party or holder of any of the Notes be
required to first look to, enforce or exhaust such other or additional
securlty, collateral or guaranties.

SECTION 6. THE SECURED PARTY.

Section 6.1. Certain Duties and Responsibilities of 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
Security Agreement, and no impllied covenants or obligations
shall be read into this Security Agreement against the Se-
cured Party; and

(2) 1in the absence of bad faith on its part, the Se-
cured Party may conclusively rely, as to the truth of the
statements and the correctness of the opinions expressed
therein, upon certificates or opinions furnished to the

Secured Party and conforming to the requlrements of this
Security Agreement or the Lease; but in the case of any

such certificates or oplnions which by any provision hereof
are specifically required to be furnished to the Secured
Party, the Secured Party shall be under a duty to examine
the same to determine whether or not they conform to the
requirements of this Security Agreement.

(b) In case an Event of Default has occurred and is con-
tinuing, the Secured Party shall exercise such of the rights and
powers vested in 1t by this Security Agreement for the benefit of
the holders of the Notes, and use the same degree of care and skill
in their exercise, as a prudent man would exercise or use under the
circumstances in the conduct of his own affalrs.

(c) No provision of this Security Agreement shall be con-
strued to relieve the Secured Party from lliability for i1ts own negli-
gent action, its own negligent faillure to act or 1ts own willful mis-
conduct, except that:

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

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

(3) the Secured Party shall not be liable to the

holder of any Note wlth respect to any action taken or
omitted to be taken by 1t 1in good faith 1n accordance
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with the direction of the holders of two-thirds princi-
pal amount of the Notes outstanding relating to the time,
method and place of conducting any proceeding for any
remedy avallable to the Secured Party, or exercilsing

any trust or power conferred upon the Secured Party

under this Security Agreement; and

(d) no provision of this Security Agreement shall require
the Secured Party to expend or risk its own funds or otherwise incur
any financial 1liability in the performance of any of 1ts duties here-
under, or in the exercise of any of its rights or powers, if it shall
have reasonable grounds for believing that repayment of such funds
or adequate indemnity against such risk or liability is not reason-
ably assured to it. '

(e) Whether or not therein expressly so provided, every
provision of this Securlty Agreement relating to the conduet or af-
fecting the 1liability of or affording protection to the Secured
‘ Party shall be subject to the provisions of this Section.

Section 6.2. Certain Limitations on Secured Party's Rights
to Compensation and Indemnificatlion. The Secured Party agrees that
it shall have no right against the Debtor, the Trustor, the Note Pur-
chaser or the holders of any Note for the payment of compensation for
its services hereunder or any expenses or disbursements incurred in
connection with the exercise and performance of 1lts powers and dutles
hereunder or any indemnification agalnst liabllity which it may incur
in the exercise and performance of such powers and duties but on the
contrary, shall look solely to the Lessee under Section __ of the
Participation Agreement for such payment and indemnification and that
it shall have no lien on nor security interest in the Collateral as
securlty for such compensation, expenses, disbursements and
indemnification except to the extent provided for in Section 5.7(a)
hereof.

Section 6.3. Certain Rights of Secured Party. (a) The
Secured Party shall not be responsible for any recitals herein or
in the Participation Agreement or for insuring the Equipment, or
for paying or discharging any tax, assessment, governmental charge
or lien affecting the Collateral, or for the recording, filing or
refiling of this Security Agreement, or of any supplemental or fur-
ther mortgage or trust deed, nor shall the Secured Party be bound
to ascertain or inquire as to the performance or observance of any
covenants, conditions or agreements contained herein or in the Par-
ticipation Agreement, and, except 1n the case of a default in the
‘payment of the principal of, or interest or premium, 1if any, on
any Note or a default of which the Secured Party has actual knowledge,
the Secured Party shall be deemed to have knowledge of any default
in the performance or observance of any such covenants, conditions
or agreements only upon receipt of written notice thereof from one
of the holders of the Notes. The Secured Party shall promptly no-
tify all holders of the Notes of any default of which the Secured
Party has actual knowledge. Upon receipt by the Secured Party of
such written notice from a holder of a Note, the Secured Party shall
promptly notify all other holders of the Notes of such notice and
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the default referred to therein by prepaid registered mail addressed
to them at their addresses set forth in the Register.

(b) The Secured Party makes no representation, or warranty
as to the validity, sufficlency or enforceabillity of this Security
Agreement, the Notes, the Participation Agreement or any instrument
included in the Collateral, or as to the value, title condition, fit-
ness for use of, or otherwise with respect to, any Equipment or Item
of Equipment or any substitute therefor. The Secured Party shall
not be accountable to anyone for the use or application of any of
the Notes or the proceeds thereof or for the use or application of
any property or the proceeds thereof which shall be released from
the lien and security interest hereof in accordance with the provi-
sions of this Security Agreement.

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

(d) Any request, direction or authorization by the Debtor
or the Lessee shall be sufficlently evidenced by a request, direction
or authorization 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 Chalrman of the Board, President, any Vice President, Treas-
urer or Secretary; and any resolution of the Board of Directors of
the Debtor or the Lessee shall be sufficiently evidenced by a copy
of such resolution certified by its Secretary or an Assistant Sec-
retary 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 in the administration of the trust herein
provided for the Secured Party shall deem 1t necessary or desirable
that a matter be proved or established prior to taking, suffering
or omitting any action hereunder, such matter (unless other evi-
dence 1in respect thereof be hereln specifically prescribed) may
be deemed to be conclusively proved and established by a certif-
icate purporting to be signed by the Chairman of the Board, the
President, any Vice President, the Treasurer or the Secretary of
the Debtor and delivered to the Secured Party, and such 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
1ts discretion the Secured Party may accept, in lieu thereof, other
evidence of such fact or matter or may require such further or addi-
tional evidence as it may deem 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 advice of any thereof shall be
full and complete authorization and protection in respect of any
action taken, suffered or omitted by it hereunder in good faith
and in reliance thereon.
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(g) The Secured Party shall be under no obligation 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 request of any
other person, which 1n the opinion of the Secured Party may
involve loss, liability or expense, unless the Debtor or one or
more holders of the Notes outstanding shall offer and furnish
reasonable security or indemnity against loss, liability and
expense to the Secured Party.

(h) The Secured Party shall not be liable to the holder
of any Note for any actlion taken or omitted by it in good falth and
believed by 1t to be authorized or within the discretion or rights
or powers conferred upon it by thils Security Agreement.

(1) The Secured Party shall not be bound to make any in-
vestligation into the facts or matters stated in any resolution, cer-
tificate, statement, instrument, oplinion, report, notice, request,
direction, consent, order, bond, note or other paper or document,
unless requested in writing to do so by the holders of not less than
a majority 1n principal amount of the Notes then outstanding.

(J) The Secured Party may execute any of the trusts or
powers hereunder or perform any duties hereunder either directly
or by or through agents or attorneys and the Secured Party shall
not be responsible for any misconduct or negligence on the part
of any agent or attorney appointed by it with due care.

(k) The provisions of paragraphs (c¢) to (Jj), inclusive,
gf this Section 6.3, shall be subject to the provisions of Section
.1l hereof.

Section 6.4. Showings Deemed Necessary by Secured Party.
Notwithstanding anything elsewhere in this Security Agreement con-
tailned, the Secured Party shall have the right, but shall not be
required, to demand in respect of withdrawal of any cash, the re-
lease of any property, the subjection of any after-acquired prop-
erty to the lien of this Security Agreement, or any other action
whatsoever within the purview hereof, any showings, certificates,
opinions, appralsals or other information by the Secured Party
deemed necessary or appropriate in addition to the matters by the
terms hereof required as a condltion precedent to such actlion.

Section 6.5. Status of Moneys Recelved. All moneys re-
celved by the Secured Party shall, until used or applied as herein
provided, be held in trust for the purposes for which they were re-
celved, but need not be segregated in any manner from any other
moneys, except to the extent required by law, and may be deposited
by the Secured Party under such general conditions as may be pre-
scribed by law in the Secured Party's general banklng department,
and the Secured Party shall be under no liability for interest on
any moneys recelved by 1t hereunder. The Secured Party and any
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affiliated corporation may become the owner of any Note secured
hereby and be interested in any financial transaction with the Debtor
or any affiliated corporation or the Lessee or any affiliated corpora-
tion, or the Secured Party may act as depositary or otherwise in re-
spect to other securities of the Debtor or any affillated corpora-
tion or the Lessee or any affiliated corporation, all with the same
rights which it would have if not the Secured Party.

Section 6.6. Resignation of Secured Party. The Secured
Party may resign and be discharged of the trusts hereby created by
mailling notice specifying the date when such resignation shall take
effect to the Debtor and to the holders of the Notes at their addres-
ses set forth in the Reglister. Such resignation shall take effect on
the date specified in such notice (being not less than thirty days
after the mailing of such notice) unless previously a successor
secured party shall have been appointed as hereinafter provided,
in which event such resignation shall take effect immedlately upon
the appointment of such successor.

Section 6.7. Removal of Secured Party. The Secured Party
may be removed and/or a successor secured party may be appointed at
any time by an instrument or concurrent instruments in writing signed
and acknowledged by the holders of a majority in principal amount of
the Notes and delivered to the Secured Party and to the Debtor and,
in the case of the appointment of a successor secured party, to such
successor secured party.

Section 6.8. Successor Secured Party. Each secured party
appointed in succession of the Secured Party named 1n this Security
Agreement, or its successor in the trust, shall be a trust company
or banking corporation having an office in the State of Illinoils,
in good standing and having a capital and surplus aggregating at
least $50,000,000, if there be such a trust company or banking cor-
poration qualified, able and willing to accept the trust upon rea-
sonable or customary terms.

Section 6.9. Appointment of Successor Secured Party. If
the Secured Party shall have glven notice of resignation to the Debtor
pursuant to Section 6.6 hereof, if notice of removal shall have been
given to the Secured Party and the Debtor pursuant to Section 6.7
hereof, which notice does not appoint a successor secured party, a
successor secured party may be appointed by the Debtor, or, i1f such
successor secured party shall not have been so appointed or shall
not have accepted such appointment within fifteen calendar days
after the giving of such notice of resignation or the giving of any
such notice of removal, as the case may be, a successor secured
party may be appointed by the Debtor, the holder of any outstand-
ing Note or, upon application of the retliring secured party by any
court of competent Jjurisdiction.
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Section 6.10. Merger or Consolidation of Secured Party.
Any company into which the Secured Party, or any successor to it
in the trust created by this Security Agreement, may be merged or
converted or with which it or any successor to 1t may be consolidated
or any company resultlng from any merger or consolidation to which
the Secured Party or any successor to it shall be a party (provided
such company shall be a corporation organized under the laws of the
State of Illinols or of the United States of America, having a cap-
ital and surplus of at least $50,000,000), shall be the successor
to the Secured Party under this Security Agreement without the exe-
cution or filing of any paper or any further act on the part of any
of the parties hereto. The Debtor covenants that 1n case of any
such merger, consolidation or conversion it will, upon the request
of the merged, consolidated or converted corporation, execute, ac-
knowledge and cause to be recorded or filed sultable lnstruments
in writing to confirm the estates, rights and interests of such
corporation as secured party under thils Security Agreement.

Section 6.11. Conveyance Upon Request of Successor Secured
Party. Should any deed, conveyance or instrument 1n writing from the
Debtor be required by any successor secured party for more fully and
certainly vesting in and confirming to such new secured party such
estates, rights, powers and duties, then upon request any and all
such deeds, conveyances and instruments in writing shall be made,
executed, acknowledged and delivered, and shall be caused to be
recorded and/or filed, by the Debtor.

Section 6.12. Acceptance of Appointment by Successor Se-
cured Party. Any new secured party appointed pursuant to any of the
provisions hereof shall execute, acknowledge and deliver to the Debtor
an lnstrument accepting such appointment; and thereupon such new se-
cured party, wlthout any further act, deed or conveyance, shall be-
come vested with all the estates, properties, rights, powers and
trusts of 1ts predecessor in the rights hereunder with like effect
as 1f originally named as secured party herein; but nevertheless,
upon the written request of the Debtor or of the successor secured
party, the secured party ceasling to act shall execute and deliver
an instrument transferring to such successor secured party, upon
the trusts herein expressed, all the estates, propertles, rights,
powers and trusts of the secured party so ceasing to act, and shall
duly asslgn, transfer and deliver any of the property and moneys
held by such secured party to the successor secured party so ap-
pointed in its or his place.

SECTION 7. LIMITATIONS OF LIABILITY.

It is expressly understood and agreed by and between the
Debtor, the Trustor, the holder of any Note and the Secured Party
and thelr respective successors and assigns, that this Security
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Agreement 1s executed by First Security Bank of Utah, N.A., not
individually or personally but solely as Trustee under the Trust
Agreement 1n the exercise of the power and authority conferred and
vested in it as such Trustee (and First Security Bank of Utah, N.A.
hereby warrants that 1t possesses full power and authority to enter
into and perform this Security Agreement); and it is expressly under-
stood and agreed that, except as otherwlse expressly provided herein
or 1n the Participation Agreement and except in the case of negli-
gence or willful misconduct of the Debtor (which negligence or will-
ful misconduct shall not be imputed to the Trustor), nothing hereiln
contalned shall be construed as creating any liability on First
Security Bank of Utah, N.A., or on the Trustor, individually or per-
sonally, to perform any covenant either express or implied contained
herein, all such llabllity, if any, being expressly walved by the
holders of the Notes and by the Secured Party and by each and every
person now or hereafter claiming by, through or under the holder of
any Note or the Secured Party; and that so far as First Securlty Bank
of Utah, N.A., or the Trustor, individually or personally are concerned,
the holder of any Note and the Secured Party and any person claiming
by, through or under the holder of any Note or the Secured Party shall
look solely to the Trust Estate for payment of the indebtedness
-evidenced by any Note and the performance of any obligation under any
of the instruments referred to herein.

SECTION 8. SUPPLEMENTAL SECURITY AGREEMENTS; WAIVERS.

Section 8.1. Supplemental Security Agreements Without
Noteholders' Consent. The Debtor and the Secured Party from time
to time and at any time, subject to the restrictions in this Security
Agreement contained, may enter into an agreement or agreements
supplemental hereto and which thereafter shall form a part hereof
for any one or more or all of the following purposes:

(a) to add to the covenants and agreements to be
observed by, and to surrender any right or power reserved
to or conferred upon the Debtor;

(b) to subject to the securlity interest of this
Security Agreement additional property hereafter acquired
by the Debtor and intended to be subjected to the security
interest of this Security Agreement, and to correct and
amplify the description of any property subject to the
securlity interest of thlis Security Agreement;

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

(d) for any other purpose not inconsistent with
the terms of this Security Agreement, or to cure any
ambigulty or cure, correct or supplement any defect
or inconsistent provislons of thls Security Agreement
or any supplement;
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and the Debtor covenants to perform all requirements of any such
supplemental agreement. No restrictlon or obligation imposed upon
the Debtor may, except as otherwise provided in this Security
Agreement, be walved or modified by such supplemental agreements,
or otherwise.

Section 8.2. Walvers and Consents by Noteholders;
Supplemental Security Agreements with Noteholders' Consent. Upon
the walver or consent of the holders of at least 66 2/3% 1n aggregate
principal amount of the Notes (a) the Debtor may take any action
prohibited, or omit the taking of any actlon required, by any of
the provisions of this Security Agreement or any agreement supple-
mental hereto, or (b) the Debtor and the Secured Party may enter
into an agreement or agreements supplemental hereto for the purpose
of adding, changing or eliminating any provisions of this Security
Agreement or of any agreement supplemental hereto or modifying in
any manner the rights and obligations of the holders of the Notes
and the Debtor; provided, that no such waiver or supplemental
agreement shall (1) impair or affect the right of any holder to
receive payments or prepayments of the principal of and payments
of the interest and premium, if any, on its Note, as therein and
herein provided, without the consent of such holder, (i1l) permit
the creation of any llen or security interest with respect to
any of the Collateral, without the consent of the holders of all
the Notes at the time outstanding, (iil) effect the deprivation
of the holder of any Note of the beneflt of the security interest
of thils Securility Agreement upon all or any part of the Collateral
without the consent of such holder, (iv) reduce the aforesaid
percentage of the aggregate principal amount of Notes, the holders
of which are required to consent to any such waiver or supplemental
agreement pursuant to this Sectlon, without the consent of the
holders of all of the Notes at the time outstanding, or (v) modify
the rights, dutiles or lmmunlties of the Secured Party, without the
consent of the holders of all of the Notes at the time outstanding.

Section 8.3. Notice of Supplemental Securlty Agreements.
Promptly after the executlon by the Debtor and the Secured Party
of any supplemental agreement pursuant to the provisions of Section
8.1 or 8.2 hereof, the Secured Party shall give written notice, setting
forth in general terms the substance of such supplemental agreement,
together with a conformed copy thereof, mailed, first-class, postage pre-
pald, to each holder or the Notes. Any failure of the Secured Party to
give such notice, or any defect therein, shall not, however, in any way
impair or affect the validity of any such supplemental agreement.

Secetion 8.4. Opinion of Counsel Conclusive as to Supplemental
Securlty Agreements. The Secured Party ls hereby authorlized to join with
the Debtor in the executlon of any such supplemental agreement authorized
or permitted by the terms of this Security Agreement and to make the
further agreements and stipulations which may be therein contained, and
the Secured Party may receive an opinlon of counsel as conclusive evidence
that any supplemental agreement executed pursuant to the provislons of
this Section 8 complies with the requirements of this Section 8.
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SECTION 9. MISCELLANEOQUS.

Section 9.1. Regilstration and Execution. As provided in
Recital B hereof, the Notes issuable hereunder may be elther Regilstered
Notes, registered as to principal and interest, or Order Notes, trans-
ferable by endorsement and delivery, and, 1n either case, shall be
signed on behalf of the Debtor by its President or any Vice President
or any other officer of the Debtor who, at the date of the actual
execution thereof, shall be a proper officer to execute the same.

Section 9.2. Payment of the Notes.

(a) The principal of, premium, if any, and 1n-
terest on the Notes shall be payable at the principal
corporate trust office of the Secured Party, in lawful
money of the United States of America. Payment of
principal of the Notes shall be made only upon pre-
sentation of such Notes to the Secured Party for
notation thereon of the amount of such payment.

(b) VNotwithstanding the foregoing provisions of
paragraph (a) of this Section 9.2, if the Note Pur-
chaser 1s the owner and holder of any Note or any
Note 1s 1ssued in the name of a nominee of the Note
Purchaser, the Secured Party shall make payment of
Interest on such Notes and shall make payments or prepay-
ments (except 1n the case of a payment or prepayment
which will discharge all Indebtedness of the Debtor evi-
denced by such Note) of the principal thereof, and any
premium, by official bank check in New York Clearing
House funds, duly mailed, by first-class mail,
postage prepaid, to P. O. Box 1612, Stamford, Connecticut
16904, or by wire transfer or in such other manner or to
such other address in the United States as may be
designated by the Note Purchaser in writing, in each case
with notice of payment addressed to the Note Purchaser
at The Travelers Insurance Company, One Tower Square,
Hartford, Connecticut 06115, Attention: Securities
Department-Cashier. The Note Purchaser will, before
selling, transferring or otherwise disposing of such
Note, present such Note to the Secured Party for transfer
and notation as provided in Sections 9.4 and 9.5. All
payments so made shall be valid and effectual to satisfy
and discharge the liability upon such Note to the extent
of the sums so paid. The Secured Party 1s authorized to
act in accordance with the foregoing provisions and shall
not be liable or responsible to any such holder or to the
Debtor or to any other person for any act or omission on
the part of the Debtor or such holder in connection
therewith.

(c) So long as any Note is owned and held by

the Note Purchaser or in the name of a nominee of the
Note Purchaser, the Secured Party will, upon written
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notice from the Note Purchaser or its nominee given

not less than 20 days prior to the payment or prepayment
of the Notes, cause all subsequent payments and prepay-
ments of the principal of, and interest and premium, if
any, on such Notes to be made to any bank in the con-~
tinental United States as shall be specified in such
notice by wire transfer in immediately avallable funds
to such bank.

Section 9.3. The Register. In the event any Registered
Notes shall be issued, the Secured Party will keep at its principal
office a register for the registration and transfer of Notes (herein
called the "Register"). The names and addresses of the holders of
the Notes, the transfers of the Notes and the names and addresses of

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

Section 9.4. Transfers and Exchanges of Notes; Lost
or Mutllated HNotes.

(a) The holder of any Note may transfer such Note
upon the surrender thereof at the principal corporate
trust office of the Secured Party. Thereupon, the Debtor
shall execute 1n the name of the transferee a new Note
or Notes in denominations not less than $50,000 in
aggregate principal amount equal to the unpaid prin-
cipal amount of the Note so surrendered and deliver
such new Note or Notes to the Secured Party for delivery
to such transferee.

(b) The holder of any Note or Notes may surrender
such Note or Notes at the principal corporate trust office
of the Secured Party, accompanied by a written request for a
new Note or Notes in the same aggregate principal amount
as the then unpald princlpal amount of the Note or Notes
so0 surrendered and in denominations of $50,000 or such
amount 1n excess thereof as may be specified in such request.
Thereupon, the Debtor shall execute in the name of such
holder a new Note or Notes in the denomination or denomina-
tions so requested and in aggregate principal amount equal
to the aggregate unpald principal amount of the Note or
Notes so surrendered and deliver such new Note or Notes to
the Secured Party for certification and delivery to such
holder.

(¢) All Notes presented or surrendered for exchange
or transfer shall be accompanied (if so required by the
Debtor or by the Secured Party) by a written instrument
or instruments of assignment or transfer, in form satis-
factory to the Secured Party, duly executed by the regis-
tered holder or by its attorney duly authorized in writing.
The Debtor and the Secured Party shall not be required
to make a transfer or an exchange of any Note for a period
of ten days preceding any installment payment date with

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

(e) 1In case any Note shall become mutilated or be
destroyed, lost or stolen, the Debtor, upon the written
request of the holder thereof, shall execute and deliver a
new Note 1n exchange and substitution for the mutilated
Note, or in lieu of and in substitution for the Note so
destroyed, lost or stolen. The applicant for a substituted
Note shall furnish to the Debtor and to the Secured Party
such securlity or indemnity as may be required by them
to save each of them harmless from all risks, and the
applicant shall also furnish to the Debtor and to the
Secured Party evidence to their satisfaction of the muti-
lation, destruction, loss or theft of the applicant's
Note and of the ownership thereof. 1In case any Note
which has matured or 1is about to mature shall become
mutilated or be destroyed, lost or stolen, the Debtor
may, instead of issuing a substituted Note, pay or author-
ize the payment of the same (without surrender thereof
except in the case of a mutilated Note), if the applicant
for such payment shall furnish to the Debtor and to the
Secured Party such securlty or indemnity as they may
require to save them harmless, and shall evidence to
the satisfactlion of the Debtor and the Secured Party
the mutilation, destruction, loss or theft of such Note
and the ownership thereof. If the Note Purchaser, or
1ts nominee, 1s the owner of any such lost, stolen or
destroyed Note, then the affidavit of the president,
vice presldent, treasurer or assistant treasurer of
the Note Purchaser settling forth the fact of loss, theft
or destructlon 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 required as a condltion to execution and delivery
of a new Note other than the written agreement of the
Note Purchaser to indemnify the Debtor and the Secured
Party (including their attorneys' fees) for any claims
or action against them resulting from the issuance of
such new Note or the re-appearance of the old Note.

Section 9.5. The New Notes.

(a) Each new Note (herein, in this Section 9.5, called
a "New Note") issued pursuant to Section 9.4(a), (b) or (e)
in exchange for or in substitution or in lleu of an out-
standing Note (herein, in this Section 9.5, called an
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"0ld Note") shall be dated the date of such 0ld Note and
each such new Note shall, at the option of such holder,

be eilther a Registered llote or an Order Note. The Secured
Party shall mark on each New Note (i) the dates to which
principal and interest have been paid on such 0ld Note,
(i1) all payments and prepayments of principal previously
made on such 0ld Note whlch are allocable to such New Note,
and (11i1) the amount of each installment payment payable on
such New Note. Each installment payment payable on such
New Note on any date shall bear the same proportion to the
installment payment payable on such 0ld Note on such date
as the original principal amount of such New Note bears to
the original aggregate principal amount of such New Notes.
Interest shall be deemed to have been paid on such New

Note to the date on which interest shall have been paid

on such 0ld Note, and all payments and prepayments of
principal marked on such New Note, as provided in clause
(11) above, shall be decmed to have been made thereon.

(b) Upon the issuance of a New Note pursuant to
Section 9.4(a), (b) or (e), the Debtor may require the
payment of a sum to reimburse it for, or to provide it
with funds for, the payment of any tax or other govern-
mental charge or any other charges and expenses con-
nected therewith which are pald or payable by the Debtor.

(¢) All New Notes issued pursuant to Section
9.4(a), (b) or (e) in exchange for or in substitution or
in lieu of 0ld Notes shall be valid obligations of the
Debtor evidencing the same debt as the 0ld Notes and
shall be entitled to the benefits and securlity of this
Securlty Agreement to the same extent as the 0ld Notes.

(d) Upon the issuance of any Note pursuant to this
Securlty Agreement, the Debtor shall submit to the
Trustor a request that the Trustor prepare and deliver
to the Debtor an amortizatlon schedule wlth respect to
such Note settling forth the amount of the installment
payments to be made on such Note after the date of 1ssu-
ance thereof and the unpaid principal balance of such
Note after each such installment payment, and upon receipt
by the Debtor from the Trustor of such schedule, the
Debtor shall furnish a copy thereof to the Secured Party.
The Secured Party shall dellver, or send by first-class
maill, postage prepaid, one copy of the applicable
schedule to the holder of such Note, in the case of a
Registered Note, at its address set forth in the
Reglster and, in the case of Order Notes, at the last
address of the holder thereof of which the Secured
Party has knowledge.
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Section 9.6. Cancellation of Notes. All Notes surrendered
for the purpose of payment, redemptlon, transfer or exchange shall
be dellvered to the Secured Party for cancellation or, if surrendered
to the Secured Party, shall be cancelled by 1t, and no Notes shall
be 1issued in lieu thereof except as expressly required or permitted
by any of the provisions of thils Securility Agreement. The Secured
Party shall dellver a certificate to the Debtor specifying any can-
cellation of Notes which has been made, and all such cancelled Notes
shall be delivered to or disposed of as directed by the Debtor.

Section 9.7. Secured Party as Agent. The Secured Party
1s hereby appointed the agent of the Debtor for the limited purpose
of payment, registration, transfer and exchange of Notes. Subject
to the provisions of Section 9.2 hereof, Notes may be presented
for payment at, and notices or demands with respect to the Notes
or this Security Agreement may be served or made at, the principal
corporate trust offlice of the Secured Party. Any such notices or
demands shall promptly be delivered by the Secured Party to the
Debtor.

Section 9.8. Registered Owner. The person in whose
name any Registered Note shall be registered shall be deemed and
treated as the owner thereof for all purposes of this Security
Agreement and neither the Debtor nor the Secured Party shall be
affected by any notice to the contrary. Payment of or on account
of the principal of, premium, if any, and interest on such Regis-
tered Note shall be made only to or upon the order in writing of
such registered owner. For the purpose of any request, direction
or consent hereunder, the Debtor and the Secured Party may deem
and treat the registered owner of any Reglistered Note as the owner
thereof without production of such Note.

Section 9.9. Successors and Assigns. Whenever any of
the partlies hereto is referred to such reference shall be deemed
to include the successors and assigns of such party; and all the
covenants, promlses and agreements in this Security Agreement con-
tained by or on behalf of fhe Debtor or by or on behalf of the
Secured Party, shall bind and ilnure to the benefit of the respective
successors and assigns of such parties whether so expressed or not.

Sectlon 9.10. Partial Invalidity. The unenforceabllity
or invalldity of any provision or provisions of this Security
Agreement shall not render any other provision or provisions here-
in contained unenforceable or invalid, provided that nothing
‘contained in this Section 9.10 shall be construed to be in derogation
of any rights or immunities of the Debtor in its individual capacity
or the Trustor, under Section 7 hereof, or to amend or modify any
limitations or restrictions of the Secured Party or the holder of
any Note or their respective successors or assigns under sald Section

7.
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Section 9.11. Communications. All communications provided
for herein shall be in writing and shall be deemed to have been
given (unless otherwise required by the specific provisions hereof
in respect of any matter) when delivered personally or when deposited
in the United States mall, registered, postage prepaid, addressed
as follows:

If to the Debtor: First Security Bank of Utah, N.A.
79 South Main Street
Salt Lake City, Utah 84111

Attention: Trust Department
Corporate Division

(with a copy of such notice, report
or document to the Trustor)

If to the Trustor: Borg-Warner Leasing Corporation
Suite #2700
One IBM Plaza
Chicago, Illinois 60621

Attention: Manager, Leveraged Leasing

If to the Secured Party: Harris Trust and Savings Bank
111 West Monroe Street
Chicago, Illinois 60690

Attention: Corporate Trust Division

or to any such party at such other address as such party may
designate by notice duly given in accordance with this Section
to the other parties.

Section 9.12. Release. The Secured Party shall release
this Security Agreement and the security interest granted hereby
by proper instrument or instruments upon presentation of satisfactory
evidence that all indebtedness secured hereby has been fully paid
or discharged.

Section 9.13. Governing Law. This Security Agreement
and the Notes shall be construed in accordance with and governed
by the laws of the State of Illinois; provided, however, that the
Secured Party shall be entitled to all the rights conferred by
any applicable Federal statute, rule or regulation.

Section 9.14. Counterparts. This Security Agreement
may be executed, acknowledged and delivered in any number of
counterparts, each of such counterparts constituting an original
but all together only one Security Agreement.
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Section 9.15. Headings. Any headings or captions
preceding the text of the several sectilons hereof are intended
solely for convenience of reference and shall not constitute a
part of this Security Agreement nor shall they affect its
meaning, construction or effect.

Section 9.16. Amendments. This Security Agreement
may, subject to the provisions of Section 8.2 of the Trust
Agreement, from time to time and at any time, be amended or
supplemented by an instrument or instruments in writing
executed by the parties hereto.

Section 9.17. Effective Date. This Security Agreement
is dated as of the date designated in the initial paragraph hereof
for convenlence of identification and has been executed by the
Debtor on the date shown in the acknowledgment attached hereto,
but is delivered by the Debtor to the Secured Party and becomes
effective on the date of purchase of the Notes by the Note Purchaser
and the filing and recording of this Security Agreement with the
Secretary of the Interstate Commerce Commission pursuant to Sectilon
20c of the Interstate Commerce Act.

IN WITNESS WHEREOF, the Debtor has caused this Security
Agreement to be executed and Harris Trust and Savings Bank, in
evidence of its acceptance of the trusts hereby created, has caused
this Security Agreement to be executed on its behalf by one of its
Vlice Presidents and its corporate seal to be hereunto affixed, and
said seal and this Security Agreement to be attested by one of its
Assistant Secretaries, all as of the day and year first above written.

(SEAL) FIRST SECURITY BANK OF UTAH, N.A.,
not in its individual capacity but
solely as Trustee under SSI Rail

ATTEST: Trust No. 76-2

Authérized Officer

uthorized OIf'ficer

DEBTOR
(CORPORATE SEAL) HARRIS TRUST AND SAVINGS BANK,
: as Security Trustee
ATTEST: /
By

¥§&’YV\/0UQAff\ i ~ Vice President

Assistant Secretary

SECURED PARTY
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STATE OF ILLINOIS )
33
COUNTY OF COOK )

On this.711'day of October , 1976, before me personally
appeared fuchla [2. E chers , to me personally known, who
being by me duly sworn, says that he 1s an Authorized Officer of
FIRST SECURITY BANK OF UTAH, N.A., that one of the seals affixed to
the foregoing instrument is the corporate seal of said corporation,
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
the free act and deed of saild corporation.

(SEAL) %ﬁ; ﬁ/m‘

//'Notary Public

My commission expires :NOTARY PUBLIC STATE OF 1LLNOIS
MY COMM'SSIO™ EXYPIRTS €28 © 1980

ISSUED THRU ILLINOIS NOQTARY AS30C.

STATE OF ILLINOIS
SS

COUNTY OF COOK

On this & day of October , 1976, before me personally
appeared R. S, STAM , to me personally known, who
being by me duly sworn, says that he is a Vice President of HARRIS
TRUST AND SAVINGS BANK, that one of the seals affixed to the
foregoing instrument is the corporate seal of said corporation,
that said instrument was signhed 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
the free act and deed of said corporation.

(SEAL) éa?-&/vxﬂlh/ <>\~7(;A“““\

Notary Public

My commission expires: CLtTA Y 7
)
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Payment
No.

AMORTIZATION SCHEDULE

(Payments Required Per $1,000,000 Aggregate
Principal Amount of 10-3/4% Secured Notes Issued

By Trustee Under SSI Raill Trust No. 76-2)

Total

Payment

$36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,26.,
36,264,
36,260,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
36,264,
34,604,
34,604,
34,604,
34,604,
31,401,
31,401.

Portion
Allocated

to Interest

$26,875.00
.66
26,363.
e

26,622
26,097

25,824,
.64

25,543

25,255.
24,959.
24,655,
87
.50
23,691,
23,356.
.82

24,343
24,023

23,009

22,653.
22,287.
21,912.
21,526,
A1

21,130

20,723.
20,306.
.14
LTh
18,984,
18,520.
18,043,
17,553.
17,050.
16,534,
16,004,
15,459.
14,900.
14,370.
13,827.
13,268.
12,695.
.54

19,877
19,436

12,192

54
22

52
66
85

53
72

61
82
20

L9

68
02

50
10
22
53
68
31
06
57
Ly
88
09
68
27

SCHEDULE 1
(to Security Agreement)

Portion
Allocated

to Principal

$ 9,389.
9,641,
9,900.

10,166.

.14

.72

.84

11,304,

11,608,

.19

.86

10,440
10,720
11,008

11,920
12,240

12,569.
12,907.
.54
.75
13,976.
.16

13,254
13,610

14,352

14,737,
15,133.
.68

15,540

15,958.
.22
.62
.86

16,387
16,827
17,279

17,744,
.14

18,221

18,710.
19,213.
19,730.
20,260.
.79
.52
20,234,
.87
.28
18,706.

20,804
19,704

20,777
21,336

19,209

36

70"

82
90

70
51

83
64
54

87
95

34

26
83
68

05
30

08

37

.10

Principal
Balance

$990,610.

980,968.

971,068,

960,901.
.08
.36
928,731.
917,426.
905,818.
893,897.
881,656.

950, 461
939,740

869,087

786,247

771,113,
755,573.
.66

739,614

723,227.
706,399.
689,119.
.70

671,375

653,154,
634,443,
615,230.
595,500.
575,239.
554,434,
534,730.
514,496.
k93,718.
472,382,
.79

453,675

434,466.

64
94
12
22

52
82
31
82
96

.13
856,179.
842,924,
829,314,
815,337.
800,985.
.63

49
95
20
66
50

68
00

by
82
96

56
73
05
00
70
91
39
31
Ll
1€

69



. Payment

No.

38
39
bo
41
42
43
Iy
45
46
u7
48
49
50
51
52
53
51
55
56
57
58
59
60

Total

Payment

$31,401.
31,401.
28,253,
28,253,
28,253,
28,253,
25,162.
25,162.
25,162
25,162.
23,194
23,10L
23,194
23,194,
22,229,
22,229
22,229,
22,229,
21,341.
21,341.
21,341,
21,341,
36,339.

64
64
07
07
07
07
34
34

.34

34

.14
.14
.14

14
73

.73

73

Portion

Allocated
" to Interest

Portion

Allocated
to Principal

$11,676.
11,146.17
10,601.81
10,127.43
9,640.30

9,140.09

8,626.42

8,182.02

7,725.68

7,257.06

6,775.86

6,334.62

5,881.52

5,416,214

4,938.146

4, 473,76

3,996.57

3,506.55

3,003.37

2,510.52

2,004.42

1,484.73

951.06

$19,725,35
20,255.4
17,651.26
18,125.64
18,612.77
19,112.98
16,535.92
16,980.32
17,436.66
17,905.28
16,418.28
16,859.52
17,312.62
17,777.90
17,291.27
17,755.97
18,233.16
18,723.18
18,338.57
18,831.42
19,337.52
19,857.21
35,388.42

7

Principal
Balance

$414,741.
.87

394,485

376,834,
358,708.
340,096.
320,983.
304,447,
287,466.
270,030.
252,125.
235,706.
218,847,
201,534,
183,756.
166,465,
148,709.
130,476.
.14
93,4114,
74,583.
55,245.
42
.00

111,753

35,388

34

61
97
20
22
30
98
32
04
76
24
62
72
45
48
32

57
15
63



Number
of

Items

200

DESCRIPTION OF EQUIPMENT

Description

70-ton, 50'6" single sheath
Boxcars with 10' sliding doors
and 6' plug doors and 10" end-of-
car cushioning (AAR Mechanical

Designation XM)

SCHEDULE 2
(to Security Asreement)

Identifying Numbers
(Both Inclusive)

MDwW 10000
through
MDW 10199



SCHEDULE OF TRUSTOR PARTICIPATION

The portion of each installment of Fixed Rental which
1s in excess of the portion of such Rental installment necessary
to amortize payment of principal and interest on the Notes in
accordance wlth the method set forth in Schedule 1 to the Security
Agreement 1ls set forth below opposite the number of each such
Fixed Rental payment as a percentage of Lessor's Cost of each
Item of Equipment: '

Fixed Rental Percentage of
Payment No. Lessor's Cost
1 .166834%
2 .166834
3 .166834
it .166834
5 .166834
6 .166834
7 .166834
8 .166834
9 . .166834
10 .166834
11 .166834
12 .166834
13 .166834
14 .166834
15 .166834
16 .166834
17 .166834
18 .166834
19 .166834
20 .166834
21 .166834
22 .166834
23 .166834
24 .166834
25 .166834
26 .166834
27 .166834
28 : .166834
29 - .166834
30 .166834
31 .166834
32 .282992
33 .282992
SCHEDULE 3

(to Security Agreement)



Fixed Rental Percentage of

Payment No. Lessor's Cost
34 .282992%
35 .282992
36 507225
37 .507225
38 .507225
39 .507225
4o .727625
41 .727625
b2 .727625
43 727625
Ly .943976
45 .943976
b6 .943976
47 .943976
48 1.081750
49 1.081750
50 1.081750
51 1.081750
52 1.149259
53 1.149259
54 1.149259
55 1.149259
56 1.211404
57 1.211404
58 1.211404
59 1.211404
60 .161576



FIRST SECURITY BANK OF UTAH, N.A.,
As Trustee under SSI Rail Trust No. 76-2

10~-3/4% SECURED NOTE

NO. ] 19

FOR VALUE RECEIVED, the undersigned, First Security Bank
of Utah, N.A., not individually but solely as Trustee (the "Trus-
tee") under that certain Trust Agreement dated as of August 15,
1976, sometimed identified as SSI Rail Trust No. 76-2 (the "Trust
Agreement") promises to pay to

THE TRAVELERS INSURANCE COMPANY

or reglistered assigns
the principal sum of

DOLLARS ($ )

together with interest from the date hereof until maturity at the
rate of 10-3/4% per annum (computed on the basis of a 360-day year
of 12 consecutive 30-day months) on the unpaid principal hereof,
in installments as follows:

and to pay lnterest on overdue principal and (to the extent legally
enforceable) on overdue interest at the rate of 11-3/4% per annum
after maturity, whether by acceleration or otherwilse, until paid.
Both the principal hereof and interest hereon are payable to the
registered holder hereof at the principal office of the Secured
Party referred to below in Chicago, Illinois, in coin or currency
of the United States of America which at the time of payment shall
be legal tender for the payment of public and private debts.

EXHIBIT A-1
(to Security Agreement)



This Note is one of the 10-3/4% Secured Notes (the "Notes")
not exceeding $4,666,666 in aggregate principal amount issued under
and pursuant to the Participation Agreement dated as of August 15,
1976 between the Trustee, SSI Rail Corp., Itel Corporation, Borg-
Warner Leasing Corporation (the "Trustor"), and The Travelers
Insurance Company, and also issued under and equally and ratably
with said other Notes secured by that certain Securility Agreement-
Trust Deed dated as of August 15, 1976 (the "Security Agreement")
from the Trustee to Harris Trust and Savings Bank, as trustee (the
"Secured Party"). Reference is made to the Security Agreement and
all supplements and amendments thereto executed pursuant to the
- Security Agreement for a description of the collateral, the nature
and extent of the security and rights of the Secured Party, the
holder or holders of the Notes and of the Trustee in respect
thereof.

Certain prepayments are required to be made on thls Note
and any other Notes outstanding under the Security Agreement. The
Trustee agrees to make the required prepayments on the Notes in
accordance with the provisions of the Security Agreement.

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

The Notes are issuable as either reglstered or unregis-
tered Notes. This Note is a registered Note and 1s transferable
only by surrender thereof at the principal office of the Secured
Party, duly endorsed or accompanied by a written instrument of
transfer, duly executed by the registered holder of this Note or
his attorney duly authorized in writing.

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

It is expressly understood and agreed by and between
the Trustee, the Trustor and the holder hereof and thelr respec-
tive successors and assigns, that this Note is executed by First
Security Bank of Utah, N.A., not individually or personally but
solely as Trustee under the Trust Agreement in the exercilse of
the power and authority conferred and vested in it as such Trus-
tee (and First Security Bank of Utah, N.A. hereby warrants in its
individual corporate capaclity that it possesses full power and
authority to execute this Note), and it 1s expressly understood
and agreed that, except as otherwise expressly provided in the
Security Agreement or in the Participation Agreement and ex-
cept in the case of negligence or wilful misconduct of the



Trustee (which negligence or wilful misconduct shall not be
imputed to the Trustor), nothing herein contalined shall be
construed as creating any liability on First Security Bank of
Utah, N.A., or on the Trustor, individually or personally, to
perform any covenant either expressed or implied contained here-
in, all such lilability, if any, being expressly waived by the
holder hereof any by each and every person now or hereafter claim-
ing by, through or under the holder hereof; and that so far as
First Security Bank of Utah, N.A. or the Trustor, individually

or personally, are concerned, the holder hereof and any person
claiming by, through or under the holder hereof shall look solely
to the Trust Estate as defined in the Trust Agreement for payment
of the indebtedness evidenced by this Note and the performance

of any obligation under any of the instruments referred to herein.

IN WITNESS WHEREOF, the Trustee has caused this Note
to be duly executed.

FIRST SECURITY BANK OF UTAH, N.A.,
not individually but solely as
Trustee under SSI Rail Trust
No. 76-2

By

Authorized Officer

NOTICE:

THIS NOTE HAS NOT BEEN REGISTERED PURSUANT TO THE SECURITIES
ACT OF 1933 OR UNDER THE SECURITIES LAWS OF ANY STATE. THE NOTE
MAY NOT BE OFFERED OR SOLD UNLESS IT IS REGISTERED UNDER THE AP-
PLICABLE SECURITIES LAWS OR UNLESS AN EXEMPTION FROM SUCH REGIS-
TRATION IS AVAILABLE.



FIRST SECURITY BANK OF UTAH, N.A.,
As Trustee under SSI Rail Trust No. 76=2
10-3/4% SECURED NOTE

No. 9 19

FOR VALUE RECEIVED, the undersigned, First Security Bank
of Utah, N.A., not individually but solely as Trustee (the "Trus-
tee") under that certain Trust Agreement dated as of August 15,
1976, sometimed identified as SSI Rail Trust No. 76-2 (the "Trust
Agreement") promises to pay to

THE TRAVELERS INSURANCE COMPANY

or order
the principal sum of

DOLLARS ($ )

together with iInterest from the date hereof until maturity at the
rate of 10-3/4% per annum (computed on the basis of a 360-day year
of 12 consecutive 30-day months) on the unpaid principal hereof,
in installments as follows:

and to pay Interest on overdue principal and (to the extent legally
enforceable) on overdue interest at the rate of 11-3/4% per annum
after maturity, whether by acceleration or otherwise, until paid.
Both the principal hereof and lnterest hereon are payable to the
holder hereof at the principal office of the Secured Party referred
to below 1in Chicago, Illinois, in coin or currency of the United
States of America which at the time of payment shall be legal tender
for the payment of public and private debts.

EXHIBIT A-2
(to Security Agreement)



This Note is one of the 10-3/4% Secured Notes (the "Notes")
not exceeding $4,666,666 in aggregate principal amount issued under
and pursuant to the Participation Agreement dated as of August 15,
1976 between the Trustee, SSI Rail Corp., Itel Corporation, Borg-
Warner Leasing Corporation (the "Trustor"), and The Travelers
Insurance Company, and also issued under and equally and ratably
with sald other Notes secured by that certain Security Agreement-
Trust Deed dated as of August 15, 1976 (the "Security Agreement")
from the Trustee to Harris Trust and Savings Bank, as trustee (the
"Secured Party"). Reference is made to the Security Agreement and
all supplements and amendments thereto executed pursuant to the
Security Agreement for a description of the collateral, the nature
and .extent of the security and rights of the Secured Party, the
holder or holders of the Notes and of the Trustee in respect
thereof.

Certaln prepayments are required to be made on thilis Note
and any other Notes outstanding under the Security Agreement. The
Trustee agrees to make the requlred prepayments on the Notes in
accordance with the provisions of the Security Agreement.

The terms and provislons of the Security Agreement and
the rights and obligatlions of the Trustee and the rights of the
holders of the Notes may be changed and modified to the extent
permitted by and as provided in the Security Agreement.

The Notes are issuable as either registered or unregis-
teres Notes. This Note is unreglstered and is transferable by
endorsement and delivery.

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

It is expressly understood and agreed by and between
the Trustee, the Trustor and the holder hereof and thelr respec-
tive successors and assigns, that thls Note 1s executed by First
Security Bank of Utah, N.A.,, not individually or personally but
solely as Trustee under the Trust Agreement in the exercise of
the power and authority conferred and vested in it as such Trus-
tee (and First Security Bank of Utah, N.A. hereby warrants in its
individual corporate capacity that it possesses full power and
authority to execute this Note), and it 1s expressly understood
and agreed that, except as otherwise expressly provided in the
Security Agreement or in the Participatlion Agreement and ex=-
cept in the case of negligence or wilful misconduct of the
Trustee (which negligence or wilful misconduct shall not be
imputed to the Trustor), nothing herein contained shall be
construed as creating any liability on First Security Bank of



Utah, N.A., or on the Trustor, individually or personally, to
perform any covenant elther expressed or implied contained here-
in, all such 1liability, if any, being expressly waived by the
holder hereof any by each and every person now or hereafter claim-
ing by, through or under the holder hereof; and that so far as
First Securlty Bank of Utah, N.,A. or the Trustor, indlvidually

or personally, are concerned, the holder hereof and any person
claiming by, through or under the holder hereof shall look solely
to the Trust Estate as defilned in the Trust Agreement for payment
of the i1ndebtedness evidenced by this Note and the performance

of any obligation under any of the instruments referred to herein.

IN WITNESS WHEREOF, the Trustee has caused this Note
to be duly executed.

FIRST SECURITY BANK OF UTAH, N.A.,
not individually but solely as
Trustee under 3SSI Rall Trust
No. 76=-2

By

Authorized Officer

NOTICE:

THIS NOTE HAS NOT BEEN REGISTERED PURSUANT TO THE SECURITIES
ACT OF 1933 OR UNDER THE SECURITIES LAWS OF ANY STATE. THE NOTE
MAY NOT BE OFFERED OR SOLD UNLESS IT IS REGISTERED UNDER THE AP-
PLICABLE SECURITIES LAWS OR UNLESS AN EXEMPTION FROM SUCH REGIS~
TRATION IS AVAILABLE.



