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Ms. Noreta McGee L
Secretary

Interstate Commerce Commission

12th Street & Constitution Avenue,
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Washington, D.C. 20423

Dear Ms. McGee:

,HNﬂJHUﬂBHdOEOlGH

go Ndse g hi¥

I have enclosed four original copies of the documents
described below,

~to be recorded pursuant to Section 11303 of
Title 49 of the U.S. Code.
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The first document is a Security Agreement, a primary
document, dated as of April 12, 1989. The names and addresses of
the parties to the Security Agreement are as follows:

Debtor: PLM Inbome Advantage Fund-
655 Montgomery Street
} San Francisco, California 94111
Attn: J. Herbert Gaul
: Secured Bergen Bank A/S, as Agent for itself and
Party: certain other banks
T

Kirkegaten 23 ST
0153 Oslo 1 ‘ ~.
Norway

A description of the railroad equipment covered by such Security
Agreement is set forth in Exhibit A to the Security Agreement

The second document is a Loan Agreement, a primary
document, dated as of April 12, 1989. The names and addresses of
the parties to the Loan Agreement are as follows:
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Borrowers: PLM Income Advantage Fund

Dorothy M. Limited Partnership

Dorothy M., Inc.

First Security Bank of Utah, National
Association, not in its individual
capacity but solely as owner trustee under
the Trust Agreement dated as of February
24, 1988

PLM Financial Services, Inc.

655 Montgomery Street

San Francisco, California 94111

Attn: J. Herbert Gaul

Lender: Bergen Bank A/S, as Agent for itself and
certain other banks
Kirkegaten 23
0153 Oslo 1
Norway

A description of the railroad equipment covered by such Loan
Agreement is set forth in Schedule 2 to the Loan Agreement.

A fee of $ 13.00 is enclosed. Please return the
original and any extra copies not needed by the Commission for
recordation to Patrick M. Raher, Hogan & Hartson, 555 13th
Street, N.W., Washington, D.C. 20004.

A short summary of the documents to appear in the index
follows:

Security Agqreement: Security Agreement dated as of
April 12, 1989 between PLM Income Advantage Fund
and Bergen Bank A/S as agent for certain banks
named therein, with respect to certain railroad
equipment described in Exhibit A thereto.

Loan Agreement: Loan Agreement dated as of April 12,
1989 among PLM Income Advantage Fund, Dorothy M.
Limited Partnership, Dorothy M., Inc., First
Security Bank of Utah, National, Association, not
in its individual capacity but solely as owner
trustee under the Trust Agreement dated as of
February 24, 1988, PLM Financial Services, Inc. and
Bergen Bank A/S as agent for certain banks named
therein, with respect to certain railroad equipment
described in Schedule 2 thereto.
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Please call me at 202/637-5682 with any questions which
you may have concerning the above.

Yours truly,

C AN

Patrick M. Raher
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SECURITY AGREEMENT

"THIS SECURITY AGREEMENT (the "Agreement") dated as of
April 12, 1989, between PLM INCOME ADVANTAGE FUND, a California
limited partnership (the "Debtor") and BERGEN BANK A/S, a banking
organization operating under the laws of Norway, as agent for
itself and the other Banks (the "Banks") listed on Schedule 1 to
the Loan Agreement (as defined below) (the "Secured Party").

WITINESSETH:

WHEREAS, the Debtor has purchased 450 railroad cars,
which cars are more fully described in Exhibit A hereto (such
cars, hereinafter called individually, an "Item of Equipment" and
collectively, the "Equipment");

WHEREAS, the Equipment is currently leased to the
Detroit Edison Co. (the "Lessee") pursuant to a lease, dated as
of May 14, 1975, as amended (the "Lease").

WHEREAS, the Debtor proposes to refinance all of the
purchase price of the Equipment by entering into a Loan Agreement
(the "Loan Agreement") of even date herewith between the Debtor,
Dorothy M., Limited Partnership ("DMLP"), First Security Bank of
Utah, National Association, not in its individual capacity but
solely as Owner Trustee pursuant to a certain Trust Agreement,
dated as of February 24, 1988, as amended (collectively, the
"Borrowers"), PLM Financial Services, Inc., the general partner
of the Debtor, Dorothy M. Inc., the general partner of DMLP, and
the Secured Party, pursuant to which the Secured Party will make
a loan ("the Loan") to the Borrowers, and to secure its
obligations under the Loan Agreement by a grant hereunder to the
Secured Party of a security interest in the Equipment and the
Lease with respect to the Equipment;

NOW, THEREFORE, in consideration of the foregoing and
of the mutual covenants contalned herein, the parties hereto
agree as follows:

Section 1. DEFINITIONS.

Unless the context otherwise requires, for all purposes
of this Agreement the following terms shall have the following
meanings (such definitions to be equally applicable to both the
singular and plural forms of the terms defined):

"Basic Rent" shall mean quarterly rental as provided
for in Paragraph 4 of Supplement No. 2, dated as of January 30,
1976, to the Lease. .



"Bill of Sale" shall mean the Bill of Sale from the
seller of each Item of Equipment to the Debtor evidencing the
transfer of title thereto to the Debtor.

"Business Day" shall have the meanlng specified in
Section 8.1 hereof

"Collateral" shall have the meaning specified in
Section 3 hereof.

"Consent" shall mean the Consent to Assignment signed
by the Lessee, substantially in the form of Exhibit B annexed
hereto.

"Equlpment" shall have the meaning spec1f1ed in the
Recitals hereof.

"Event of Default" shall have the meaning specified in

.Section 6.1 hereof. -

"Item of Equipment" shall have the meaning specified in
the Recitals hereof.

"Lease" shall mean the Lease Agreement dated as of
May 14, 1975 between the Debtor and the Lessee, as amended by (i)
Supplement No. 1, dated as of May 14, 1975, (ii) Supplement
No. 2, dated as of January 30, 1976, (iii) Amendment to
Supplement No. 2, dated as of January 30, 1976, (iv) Assignment
and Assumption Agreement, dated as of September 28, 1988 and (V)
Assignment and Assumption of Lease Agreement, dated as of
December 30, 1988.

"l.ease Event of Default" shall mean an event of default
as defined and set forth in Paragraph X: of the Lease.

"Lessee" shall mean Detroit Edison Co., a Michigan
corporation, as lessee under the Lease.

Capitalized terms used but not defined herein are used
as defined in the Lease or Loan Agreement, as the case may be.

Section 2. REPRESENTATIONS, WARRANTIES AND COVENANTS

‘OF _THE DEBTO

The Debtor repfesents, warrants and covenants that

— —(EYmHThe'bebtor is a limited partnership duly
organized, validly existing and in good standing under the
laws of the State of California and is duly licensed or

-2 -

**The Lease Agreement and Supplement No. 1 were each recorded by the Interstate Commerce Commission (the
"ICC") on May 20, 1975 and the Lease Agreement was assigned recordation number 7928 and Supplement No. 1 was
assigned recordation number 7928A; .Supplement No.'2 was recorded by the ICC on February 3, 1976 and was
assigned recordation number 7928B; Amendment to Supplement No. 2 was recorded by the ICC on February 10,
and was assigned recordation number 7928C; and the Assignment and Assumption Agreement dated as of September

28,

1988 was recorded by the ICC on September 28, 1988 and assigned recordation number 79280D.

1976



qualified to do business as a foreign limited partnership in
good standing in each jurisdiction in which such
qualification is required. ‘

(b) The Debtor has full power and authority to
execute, deliver and perform this Agreement.

(c) This Agreement and the Lease have each been duly
authorized, executed and delivered by the Debtor and
constitute the legal, valid and binding obligations of the
Debtor enforceable against it in accordance with the terms
thereof, except to the extent that enforcement may be
limited by bankruptcy, insolvency or similar laws affecting
the enforcement of creditor's rights generally and except to
the extent that enforcement is subject to general principles
of equity (including but not limited to all matters of
public policy) regardless of whether such enforceability is
considered in a proceeding in equity or at law.

-(d) No authorization, consent or approval of any
governmental authority is required for the execution,
delivery or performance by the Debtor of this Agreement.

(e) Neither the execution, delivery or performance by
the Debtor of this Agreement, nor compliance with the terms
and provisions thereof, conflicts or will conflict with or
will result in a breach or violation of any of the
conditions or provisions of any law, governmental rule or
regulation or the partnership agreement, as amended, or
partnership certificate, as amended, of the Debtor, or any
order, writ, injunction or decree of any court or
governmental authority against the Debtor or by which it or
any of its properties is bound, or of any indenture,
mortgage or contract or other agreement or instrument to
which the Debtor is a party or by which it or any of its
properties is bound, or constitutes or will constitute a
default thereunder or will result in the imposition of any
lien upon any of its properties except for the security
interest granted herein.

(f) The Debtor hereby warrants and represents that it
has not assigned or pledged the Equipment and the Lease
except for the Assignments to Irving Trust Company, which
assignments shall be discharged upon the funding of the
Loan, and hereby covenants that it will not assign or
pledge, so long as the assignment hereunder shall remain in
effect, any of its right, title or interest hereby assigned,
to anyone other than the Secured Party, and that it will not
with respect to the Equipment, so long as the assignment
hereunder shall remain in effect, except as provided in this



Agreement, accept any payment from the Lessee with respect
to the Equipment, enter into any agreement amending or
supplementing the Lease as it relates to the Equipment,
execute any waiver or modification of, or consent under, the
terms of the Lease, settle or compromlse any claim against
the Lessee arising under the Lease in respect of the
Equipment, or submit or consent to the submission of any
dispute, difference or other matter arising under or in
respect of the Lease as it relates to the Equipment to
arbitration thereunder without the prior written consent of
the Secured Party thereto.

(g) There are no actual, pending or, to the knowledge
of any representative of the Debtor, threatened legal
actions, arbitrations, or other proceedings involving the
Debtor which might have an adverse effect on the validity or
enforceability of this Agreement.

(h) " The Debtor hereby ratifies and confirms the Lease
and hereby agrees that it will not take or omit to take any
action, the taking or omission of which might result in an
alteration or impairment of the Lease as it relates to the
Equipment, or of any of the related rights created by the
Lease, or the assignment hereunder.

(i) 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 herein, in the Loan Agreement, in
the Lease as it relates to the Equipment, 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 through each and all of said terms,
provisions, restrictions, covenants and agreements were
fully set out herein and as though any amendment or
supplement to the Lease were fully set out in an amendment
or supplement to this Agreement.

(j) The Debtor has good and marketable title to the
Collateral, free and clear of all liens (other than by,
through or under the Lease, the security interest in favor
of Irving Trust Company referred to in Section 2(f) above
and the security interest granted herein); and the Debtor
will warrant and defend the title to the Collateral against
all claims and demands of all persons whatsoever except
persons claiming by, through or under the Lessee or the
Secured Party. The Debtor agrees to pay or discharge, at its
own cost and expense, any and all claims, liens or charges
(other than those arising by, through or under the Lessee or



the Secured Party) on or with respect to the Collateral.

The Debtor further agrees to indemnify and hold harmless the
Secured Party from and against any direct loss, costs or
expenses (including legal fees and expenses) incurred, in
each case, as a result of the imposition or enforcement of
any such claim, lien, or charge. Without limiting the -
foregoing, there is no financing statement or other filed or
recorded instrument in which the Debtor is named and which
the Debtor has signed, as debtor or mortgagor, now on file
at the Interstate Commerce Commission or in any other public
office covering any of the Collateral excepting the
financing statements filed in respect of the Irving Trust
Company security interest referred to above and the
financing statements or other instruments filed or to be
filed in respect of and for the security interest provided
for herein.

(k) The Debtor will, at no expense to the Secured
Party, do, execute, acknowledge and deliver every and all
further acts, deeds, conveyances, transfers and assurances
(a) for the perfection of the security interest being herein
provided for in the Collateral, whether now owned or
hereafter acquired and (b) as the Secured Party may consider
necessary or desirable for giving full effect to this
Agreement or for securing the rights of the Secured Party
hereunder. Without limiting the foregoing but in
furtherance of the security interest herein granted in the
revenues and other sums due and to become due under the
Lease, the Debtor covenants and agrees that it will cause
the Lessee to be notified of and to consent to such
assignment pursuant to the Consent and direct the Lessee,
upon written notice by the Secured Party, to make all
payments of such revenues and other sums due and to become
due under the Lease, as the Secured Party may direct.

(1) The Debtor will not, without the prior written
consent of the Secured Party:

(i) declare a default or exercise the remedies of the
Debtor under, or terminate or modify or accept a
surrender of, or offer or agree to, any A
termination or modification or surrender of, or
take or omit to take any action which might result
in an alteration or impairment of, the Lease or by
affirmative act consent to the creation or
existence of any security interest or other lien
to secure payment of indebtedness upon the rights
created by the Lease or any part thereof; or



(ii) receive or collect or permit the receipt or
collection of any payment of Basic Rent with
respect to the Equipment under the Lease prior to
the date for payment thereof provided for by the
Lease or assign, transfer or hypothecate (other
than to the Secured Party hereunder) any such
Basic Rent then due or to accrue in the future
under the Lease in respect of the Equipment; or

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

(m) The Debtor hereby constitutes the Secured Party
and its successors and assigns, the true and lawful attorney
of the Debtor, irrevocably and with full power of
substitution for and in the name, place and stead of the
Debtor or otherwise, to demand, collect, receive, receipt
for, sue for, compound and compromise and give acquittance
for, any and all rents, income, profits, moneys and claims
for sums which are assigned under Sections 3.1, 3.2, 3.3 and
3.4 hereof, to endorse any checks or other instruments or
orders in connection therewith, to make all waivers and
agreements and to file any claims (including without
limitation any proof of claim in any bankruptcy proceeding
commenced by or against the Lessee) or take any actions or
institute any proceedings with respect thereto which the
Secured Party may deem necessary or advisable in its sole
and complete discretion. Anything herein contained to the
contrary notwithstanding, neither the Secured Party nor its
successors or assigns shall have any obligation or liability
by reason of or arising out of this Agreement to make any
inquiry as to the nature or sufficiency of, to present or
file any claim with respect to, or to take any action to
collect or enforce the payment of, any amounts to which it
may be entitled at any time by virtue of this Agreement.
Upon written request from the Debtor, such request to be
made no more frequently than once a month, the Secured Party
shall account to the Debtor for any and all rents, income,
moneys and claims for sums received by the Secured Party
pursuant to the grant of security herein.

(n) The Debtor further covenants and agrees that it
will give the Secured Party prompt written notice of any
event or condition constituting an Event of Default under
the Lease or an event which, but for the lapse of time or
the giving of notice or both, would be an Event of Default



if the Debtor has actual knowledge of such event or
condition.

(o) Each Item of Equipment shall meet all safety and
other standards set forth in all Federal Railroad
Administration and Association of American Railroads
requirements.

(p) The Debtor will furnish the Secured Party promptly
upon receipt thereof, duplicates or copies of all reports,
notices, requests, demands, certificates, financial
statements and other instruments furnished to the Debtor
under the Lease, but to the extent the same relate to
equipment leased thereunder only such documents and
instruments that relate to the Equipment.

(q) The Debtor will cause (i) the Consent to be signed
by the Lessee and (ii) the Lease, this Agreement and the
Consent to be duly filed and recorded contemporaneously
herewith in conformity with 49 U.S.C. Section 11303 of the
Interstate Commerce Act and in such other places within the
United States as may be reasonably requested by the Secured
Party as necessary for the protection of the title of the
Debtor to, or the security interest of the Secured Party in,
the Equipment. :

(r) The Debtor shall furnish to the Secured Party such
evidence of the Debtor's compliance with Section 2(q)
hereof, including, without limitation, certificate of
Officers of the Lessee, the Debtor, public officials and
others, and legal opinions, as the Secured Party may
reasonably require to establish to its satisfaction the
fulfillment of such compliance.

Section 3. GRANT OF SECURITY.

The Debtor, in order to secure the prompt payment of
the principal of, premium (if any) and interest on the Loan, and
to secure the payment of all other indebtedness of the Debtor to
the Agent pursuant to the Loan Agreement, the Secured Promissory
Note and the other Security Documents and the performance and
observance of all covenants and conditions herein and in the Loan
Agreement, and for the benefit of the Secured Party and the
Banks, does hereby convey, warrant, mortgage, pledge, assign and
grant to the Secured Party, its successors and assigns, for the
security and benefit of the Secured Party, a first priority
security interest in all of the Debtor's right, title and
interest in and to the properties, rights, interests and
privileges described in Sections 3.1, 3.2, 3.3 and 3.4 hereof,
whether now owned or hereafter acquired, and all proceeds



thereof, (all of which properties, rights, interests and
privileges hereby mortgaged, assigned and pledged, or intended so
to be, are hereinafter collectively referred to as the
"Collateral").

3.1 Equipment Collateral. Collateral includes the
Equipment identified in Exhibit A attached hereto and made a part
hereof and in any amendments or additions to such exhibit
hereafter attached hereto and filed herewith together with all
accessories, equipment, parts and appurtenances appertaining or
attached to any of the Equipment, whether now owned or hereafter
acquired, ‘and all substitutions, renewals or replacements of, and
additions, improvements, accessions and accumulations to, or
proceeds of any and all of said Equipment, together with all the
rents, issues, income, profits, avails and other proceeds
(including insurance proceeds) therefrom.

3.2 Lease Collateral. Collateral also includes all
right, title, interest, claims and demands of the Debtor in, to
and under the Lease relating to the Equipment, including any
extensions of the term of the Lease relating to. any of the
Equipment with respect to the Equipment identified in Exhibit A
attached hereto, together with all rights, powers, privileges,
options and other benefits of the Debtor under the said Lease,
including, without limitation:

(1) the immediate and continuing right to receive and
collect all Basic Rent and loss value payments, insurance
proceeds, condemnation awards and other payments, proceeds,
tenders and security now or hereafter payable to or
receivable by the Debtor under said Lease or pursuant
thereto relating to the Equipment, together with the
immediate and continuing right to receive and collect same;

(2) the right to make all consents, waivers and
agreements and to enter into any amendments relating to the
Lease as such relate to the Equipment or any provision
thereof; provided, however, that the Secured Party shall be
under no obligation to take such actions; and

(3) the right to take such action upon the occurrence
of an Event of Default under said Lease or an event which
with the lapse of time or giving of notice, or both, would
constitute an Event of Default under said 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 its successors and assigns is
or may be entitled to do under the Lease:;



it being the intent and purpose hereof that 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 Basic
Rent and loss value payments, insurance proceeds, condemnation
awards and other payments with respect to the Equipment for
application in accordance with the provisions of Sections 5 and 6
hereof at all times during the period from and after the date of
this Agreement until the indebtedness hereby secured has been
fully paid and discharged.

It is expressly agreed that anything herein contained
to the contrary notwithstanding, the Debtor shall remain liable
under the Lease to perform all of the obligations assumed by it
thereunder, all in accordance with and pursuant to the terms and
provisions thereof, and the Secured Party shall have no
obligation or liability under the Lease by reason of or arising
out of the assignment hereunder, nor shall the Secured Party be
required or obligated in any manner to perform or fulfill any
obligations of the Debtor under or pursuant to the Lease or,
except as herein expressly provided, to make any payment, or to
make any inquiry as to the nature or sufficiency of any payment
received by it, or present or file any claim, or take any action
to collect or enforce the payment of any amounts which may have
been assigned to it or to which it may be entitled at any time or
times. '

3.3 Bank Account Collateral. Collateral also includes
all right, title, interest, claims and demands of the Debtor in,
to and under that certain bank account maintained by the Debtor
at Security Pacific National Bank, Los Angeles, California,

ABA #122000043, PIM Income Advantage, Account No. 512-827335.
Collateral also includes, without limitation, all funds in such
bank account from time to time, whether now owned or hereafter
acquired, all interest earned by funds in such account, and all
other proceeds of such account.

3.4 Purchase Price Collateral. Collateral also

includes all right, title, interest, claims and demands of the
Debtor in the Purchase Price, as defined in the Repurchase
Guaranty ("Repurchase Guaranty"), dated as of April 12, 1989, by
PLM International Inc. in favor of the Banks, and any moneys
received by Debtor under the Repurchase Guaranty.

Section 4. POSSESSION, USE AND RELEASE OF PROPERTY.

4.1 Possession of Collateral. So long as no Event of
Default, or event which with time or notice or both would
constitute an Event of Default, has occurred and is continuing,




the Debtor shall be suffered and permitted to remain in full
possession, enjoyment and control of the Equipment and to manage,
operate and use the same and each part thereof with the rights
and franchises appertaining thereto; provided always that the
possession, enjoyment, control and use of the Equipment shall at
all times be subject to the observance and performance of the
terms of the Loan Agreement, the Secured Promissory Note, this
Agreement, the other Security Documents and the Lease. It is
expressly understood that the use and possession of the Equipment
by the Lessee under and subject to the Lease shall not constitute
a violation of this Section 4.1.

4.2 Release of Property. So long as no Event of
Default, or event which with time or notice or both would
constitute an Event of Default, has occurred and is continuing,
the Secured Party shall execute a release in respect of any Item
of Equipment withdrawn, lost or destroyed as referred to in
Paragraph VIII of the Lease upon receipt from the Lessee of
written notice designating the Item of Equipment in respect of
which the lLease will terminate and receipt by the Secured Party
of the Loan Value with respect thereto, or upon receipt by the
Secured Party of evidence that any withdrawn Item of Equipment
has been substituted in accordance with the terms of
Paragraph VIII of the Lease. After payment in full of all the
indebtedness hereby secured, the Secured Party shall, upon the
written request of the Debtor, execute and deliver to, or as
directed in writing by, the Debtor, such instruments (in due form
for filing and recording) as may be reasonably requested and
furnished by the Debtor, releasing the Equipment from, and
terminating and discharging, this Agreement and the security
interests created hereby or pursuant hereto.

4.3 Protection of Purchaser. No purchaser in good
faith of property purporting to be released hereunder shall be
bound to ascertain the authority of the Secured Party to execute
the release, or to inquire as to any facts required by the
provisions hereof for the exercise of such authority; nor shall
any purchaser, in good faith, of any item or unit of the
Collateral be under obligation to ascertain or inquire into the
conditions upon which any such sale is hereby authorized.

‘Section 5. APPLICATION OF CERTAIN MONEYS RECEIVED BY
THE SECURED PARTY.

5.1 Application of Casualty Payments. So long as no
Event of Default or event which, but for the lapse of time or the

giving of notice or both would constitute an Event of Default
shall have occurred and be continuing, the amounts from time to
time received by the Secured Party pursuant to the Lease in
respect of the Equipment under circumstances which constitute

-10-



payment for a Total Loss with respect to any Item of Equipment
shall be paid and applied as set forth in Clause 4.02 of the Loan
Agreement.

5.2 Default. If an Event of Default, or event which,
but for the lapse of time or the giving of notice or both, would
constitute such an Event of Default, shall have occurred and be
continuing, all amounts received by the Secured Party shall be
held until (i) such event or condition has been cured or
(ii) such amounts are applied in the manner provided for in
Section 6.6 hereof.

Section 6. DEFAULTS AND OTHER PROVISIONS.

6.1 Events of Default. The term Event of Default
shall mean one or more of the following events (whatever the
reason for such Event of Default and whether such event shall be
voluntary or involuntary or come about or be effected by
operation of law or pursuant to or in compliance with any
judgment, decree or order of any court or any order, rule or
regulation of any administrative or governmental body):

(a) Any Event of Default under the Loan Agreement:;

(b) A Lease Event of Default shall have occurred and
be continuing unless the Debtor shall have cured or shall have
caused the cure of such Lease Event of Default and the
corresponding Event of Default hereunder within the expiration of
the applicable grace period; provided, however, that if more than
twelve Lease Events of Default in total or if more than six
consecutive Lease Events of Default shall have occurred resulting
from failure to make any payment of Basic Rent in respect of the
Equipment, any such Lease Event of Default shall be an Event of
Default hereunder whether or not the corresponding Event of
Default thereunder is cured; or

(c) Any claim, lien or charge arising by, through or
under the Debtor shall be asserted against or levied or imposed
upon the Equipment or any Item of the Equipment.

6.2 Secured Party's Rights. If any Event of Default
shall have occurred and be continuing, the Secured Party shall
have the rights, options, duties and remedies (i) as set forth in
Clause 8.01 of the Loan Agreement and (ii) of a secured party,
and the Debtor shall have the rights and duties of a debtor,
under the Uniform Commercial Code of the State of New York
(regardless of whether such Code or a law similar thereto has
been enacted in a jurisdiction wherein the rights or remedies are
asserted), and:
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(a) At the request of the Secured Party, the Debtor
shall promptly execute and deliver to the Secured Party such
instruments of title and other documents as the Secured Party may
deem necessary or advisable to enable the Secured Party or an
agent or representative designated by the Secured Party, at such
time or times and place or places as the Secured Party reasonably
may specify, to obtain possession of all or any part of the
Collateral to which the Secured Party shall at the time be
entitled hereunder; if the Debtor shall for any reason fail to
execute and deliver such instruments and documents after such
request by the Secured Party, (i) the Secured Party may obtain a
judgment conferring on the Secured Party the right to immediate
possession and requiring the Debtor to execute and deliver such
instruments and documents to the Secured Party, to the entry of
which judgment the Debtor hereby specifically consents, and/or
(ii) consistent with the Lessee's right of quiet enjoyment under
the Lease the Secured Party personally or by agents or attorneys,
shall have the right 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
premises, with or without notice, demand, process of law or legal
procedure, and search for, take possession of, remove, keep and
store the Collateral, or, to the extent permitted by law, use and
operate or lease the Collateral until sold;

(b) Upon every such taking of possession, the Secured
Party may, from time to time, at the expense of the Collateral,
make all such expenditures for maintenance, insurance, repairs,
replacements, alterations, additions and improvements to and of
the Collateral, as it may deem proper, including the right to
enter into any and all such agreements with respect to the
maintenance, use, operation, storage, leasing, control,
management or disposition of the Collateral or any part thereof
as the Secured Party may determine; and the Secured Party shall
be entitled to collect and receive directly all tolls, rents
(including rental under the Lease in respect of the Equipment),
revenues, issues, income, products and profits of the Collateral
and every part thereof, except, without prejudice, however, to
the right of the Secured Party under any provision of this
Agreement to collect and receive all cash held by, or requ1red to
be deposited with the Secured Party hereunder;

(c) The Secured Party may, if at the time such action
may be lawful (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 once at least ten
days prior to the date of such sale, sell and dispose of said
Collateral, or any part thereof, at public auction to the highest
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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 location of
the Collateral or any part thereof) designated in the notice
above referred to; provided, however, that any such sale should
be held in a commercially reasonable manner provided, however,
that if, prior to such sale and prior to the making of a contract
for such sale, the Debtor should tender full payment of the total
unpaid balance of the Loan, together with interest thereon
accrued and unpaid and all other payments due under the Loan
Agreement as well as expenses of the Secured Party in retaking
possession of, removing, storing, holding and preparing the
Equipment for and otherwise arranging for the sale and the
Secured Party's reasonable attorneys' fees, then upon receipt of
such payment, expenses and fees by the Secured Party, absolute
right to the possession of, title to and property in the :
Equipment shall pass to and vest in the Debtor. Any such sale or
sales may be adjourned from time to time by announcement at the
time and place appointed for such sale or sales, or for any such
adjourned sale or sales, without further published notice, and
the Secured Party, or of any interest therein, or the Debtor may
bid and become the purchaser at any such sale;

(d) The Secured Party may proceed to protect and
enforce this Agreement, the Loan Agreement and the Lease as it
relates to the Equipment by suit or suits or proceedings in
equity, at law or in bankruptcy, and whether for the specific
performance of any covenant or agreement herein contained or in
execution or aid of any power herein granted; or for foreclosure
hereunder, or for the appointment of a receiver or receivers for
the Collateral or any part thereof, for the recovery of judgment
for the indebtedness hereby secured or for the enforcement of any
other proper, legal or equitable remedy available under
applicable law; '

(e) The Secured Party may proceed to exercise all
rights, privileges and remedies available to the Debtor under the
terms of the Lease including, without limitation, the right to '
terminate the Lease as it relates to the Equipment 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; and

(f) The Debtor will pay all reasonable actual fees,
costs and expenses, including attorneys fees incurred by the
Secured Party in enforcing its rights and remedies under the
terms of this Agreement.

‘6.3 Acceleration Clause. In case of any sale of the
Collateral, or of any part thereof, pursuant to any judgment or
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decree of any court or otherwise in connection with the
enforcement of any of the terms of this Agreement, the aggregate
principal amount of the Loan, if not previously due, and the
interest accrued thereon, shall at once become and be immediately
due and payable.

6.4 Waiver by Debtor. To the extent permitted by law,
the Debtor covenants that it will not at any time insist upon or
plead, or in any manner whatever claim or take any benefit or
advantage of, any stay or extension law now or at any time
hereafter in force providing for the valuation or appraisement of
the Collateral or any part thereof, prior to any sale or sales
thereof to be made pursuant to any provision herein contained or
to a decree, judgment or order of any court of competent
jurisdiction; nor, after such sale or sales, claim or exercise
any right under any statute now or hereafter made or enacted by
any state or otherwise to redeem the property so sold or any part
thereof, and, to the full extent legally permitted, hereby
expressly waives for itself and on behalf of each and every
person 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 law or laws had been made or enacted; provided, however,
that any such sale or sales shall be made in a commercially
reasonable manner.

6.5 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, t1tle, interest, claim and demand
whatsoever, either at law or in equity, of the Debtor in and to
the property sold and shall be a perpetual bar, both at law and
in equity, against the Debtor, its successors and assigns, and
against any and all persons claiming the property sold or any
part thereof under, by or through the Debtor, its successors or
assigns.

6.6 Application of Sale Proceeds. The proceeds of any
sale of the Collateral, or any part thereof, and the proceeds of

any remedy hereunder and any other amounts received by the
Secured Party pursuant to this Agreement after an Event of
Default shall have occurred and be continuing shall be paid to
and applied as set forth in Clause 10.07 of the Loan Agreement.

6.7 Discontinuance of Remedies. In case the Secured
Party shall have proceeded to enforce any right under this
Agreement by foreclosure, sale, entry or otherwise, and such
proceedings shall have been discontinued or abandoned for any
reason or shall have been determined adversely, then, and in
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every such case, the Debtor and the Secured Party shall be
restored to their former positions and rights hereunder with
respect to the property subject to the security interest created
under this Agreement.

6.8 Cumulative Remedies. No delay or omission of the
Secured Party to exercise any right or power arising from any
default on the part of the Debtor, shall exhaust or impair any
such right or power or prevent its exercise during the
continuance of such default. No waiver by the Secured Party of
any such default, whether such waiver be full or partial, shall
extend to or be taken to affect any subsequent default, or to
impair the rights resulting therefrom except as may be otherwise
provided herein. The Secured Party may exercise any one or more
or all of the remedies hereunder and no remedy 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 given
hereunder or otherwise existing now or hereafter at law or in
equity; nor shall the giving, taking or enforcement of any other
or additional security, collateral or guaranty for the payment of
the indebtedness secured under this Agreement operate to
prejudice, waive or affect the security of this Agreement or any
rights, powers or remedies hereunder, nor shall the Secured Party
be required to first look to, enforce or exhaust such other or
additional security, collateral or guaranties.

6.9 Indemnity. Except for the negligent or wilfull
acts of the Secured Party, the Debtor agrees to protect,
indemnify and hold the Secured Party, its successors and assigns,
directors, officers, employees, servants and agents, harmless
from and against any and all costs, expenses, causes of action,
suits, damages, losses, penalties, claims, demands or judgments
of any nature whatsoever which may be imposed on, incurred by or
asserted against the Secured Party in any way relating to or
arising or alleged to arise out of this Agreement or the Lease. .

Section 7. TRANSFER OF DEBTOR'S INTEREST.

The Debtor agrees that it will not sell or otherwise
transfer its interest in the Equipment or the Lease as it relates
to the Equipment, or any part thereof, without the prior written
consent of the Secured Party. '

Section 8. MISCELLANEOUS.
‘8.1 Business Days. As used herein, the term "Business

Day" means a day on which banks and financial markets are open .
for business in Oslo, New York City or San Francisco, California.
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8.2 Successors and Assigns. Whenever any of the
parties hereto is referred to such reference shall be deemed to
include the successors and assigns of such party; and all the
covenants, premises and agreements in this Agreement contained by
or on behalf of the Debtor or by or on behalf of the Secured
Party shall bind and inure to the benefit of the respective
successors and assigns of such parties whether so expressed or
not.

8.3 Partial Invalidity. The unenforceability or
invalidity of any provision or provisions of this Agreement shall
not render any other provision or provisions herein contained
unenforceable or invalid.

8.4 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 mails, certified first class,
postage prepaid, addressed as follows:

If to the Debtor:

PIM Income Advantage Fund
655 Montgomery Street
San Francisco, California 94111

with a copy to:

PIM Financial Services, Inc.
655 Montgomery Street
San Francisco, California 94111

Attention: J. Herbert Gaul
Telex: 34430
Telecopy: (415) 433-9152

If to the Secured Party:

Bergen Bank A/S
Kirkegaten 23
0153 Oslo 1
Norway

Attention: Loan Administration

Telex: 400640
Telecopy: 47-2-336901
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with a copy to:

Haight, Gardner, Poor and Havens
195 Broadway
New York, New York 10007

Attention: Thomas J. Whalen, Esq.
Telex: 177190 HGPH UT
Telecopy: (212) 385-9010

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

8.5 Governing lLaw. This Agreement and the Note shall
be construed in accordance with and governed by the laws of the
State of New York, without regard to principles of conflicts of
laws; provided, however, that the parties shall be entitled to
all rights conferred by 49 U.S.C. Sec. 11303 and such additional
rights arising out of the filing, recording or deposit hereof, if
any, and of any assignment hereof, as shall be conferred by the
laws of the several jurisdictions in which this Agreement or any
assignment hereof shall be filed, recorded or deposited; and
provided, further, that the laws of the State of California shall
apply to all security interests in deposit accounts, and proceeds
thereof, located in the State of California.

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

8.7 Table of Contents and Headings. The Table of
Contents hereto and any headings or captions preceding the text
of the several sections hereof are intended solely for
convenience of reference and shall not constitute a part of this
Agreement nor shall they affect its meaning, construction or
effect. ‘

8.8 Marking of Equipment. The Debtor will cause each
Item of Equipment to be kept numbered and conspicuously marked
- indicating that ownership in the Item of Equipment is subject to
a Security Agreement filed with the Interstate Commerce
Commission. The Debtor will not permit the identifying number of
any Item .of Equipment to be changed except in accordance with a
statement of new number or numbers to be substituted therefor
which previously shall have been filed by or on behalf of the
Debtor in all public offices where this Agreement shall have been
filed. Except as aforesaid, the Debtor will not allow the name
of any person, association or corporation to be placed on any
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Item of Equipment as a designation that might be interpreted as a
claim of ownership or lien; provided, however, that the Equipment
may be lettered with the names or initials or other insignia
customarily used by the Lessee.

8.9 Submission to Jurisdiction. The Debtor hereby
irrevocably submits to the nonexclusive jurisdiction of the
Supreme Court of the State of New York, New York County, of the
United States of America, and to the jurisdiction of the United
States District Court for the Southern District of New York, for
the purposes of any suit, action or other proceeding arising out
of this Agreement or the subject matter hereof brought by the
Secured Party or its successors or assigns, and the Debtor hereby
irrevocably agrees that all claims in respect of such action or
proceeding may be that all claims in respect of such action or
proceeding may be heard and determined in such New York State
court or, to the fullest extent permitted by law, in such Federal
court, and the Debtor hereby agrees not to assert, by way of
motion, as a defense, or otherwise, in any such suit, action or
proceeding, any claim that it is not personally subject to the
jurisdiction of the above-named courts, that the suit, action or
proceeding is brought in an inconvenient forum, that the venue of
the suit, action or proceeding is improper or that this Agreement
or the subject matter hereof may not be enforced in or by such
courts. The Debtor hereby generally appoints as its attorney-in-
fact, to receive service of process in such action, suit or
proceeding CT Corporation System, 1633 Broadway, New York, New
York 10019. The Debtor agrees that (without prejudice to any
other lawful method of service) service of process upon such
attorney-in-fact shall constitute valid service upon the Debtor
or its successors or assigns.

8.10 WAIVER OF JURY TRIAL. BOTH DEBTOR AND THE
SECURED PARTY HEREBY IRREVOCABLY WAIVE ALL RIGHT TO A TRIAL BY
JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM ARISING OUT OF OR
RELATING TO THIS AGREEMENT OR ANY OTHER FUNDAMENTAL AGREEMENT OR
THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY.

-18-



IN WITNESS WHEREOF, the Debtor and the Secured Party
have executed this Agreement as of the day and year first above
written.

PILM INCOME ADVANTAGE FUND
(A California Limited Partnership)

By: PIM Financial Services, Inc.,
General Partner

Authorized Officer

BERGEN BANK A/S

Lo oo}

Name:

Title: WW f
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STATE OF NEW YORK )
H SS. .
COUNTY OF NEW YORK )

On this 12th day of April, 1989, before me personally
appeared J. Herbert Gaul, Jr., to me personally known, who being
by me duly sworn, says that he is the Vice President of PLM
FINANCIAL SERVICES, INC., the General Partner of PLM INCOME
ADVANTAGE FUND, that said instrument was signed on behalf of said
limited partnership by authority of its General Partner; and he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said limited partnership.

uweer . e

Nota¥y Public’/ .

FRANCES A. SERRO
Notary Public, State of New York
. No. 43-4684924
Qualified in Richmond County
Certificate Filed in New York County
Commission Expires Sept. 30, 19../ 7



STATE OF NEW YORK )
H SS.:
COUNTY OF NEW YORK )

On this 12th day of April, 1989, before me personally
appeared Anders Hoegh, to me personally known, who being by me
duly sworn, says that he is Assistant General Manager of BERGEN
BANK A/S, that said instrument was signed on behalf of said bank
by authority of its Audit Committee; and he acknowledged that the
execution of the foregoing instrument was the free act and deed

of said bank.

Notdry Publjc >/ v

FRANCES A. SERRO
Notary Public, State of New York
No. 43-4684924
Qualified in Richmond County
Certificate Filed in New York Cou
Commission Expires Sept. 30, 19} 7



EXHIBIT A

(to the Security Agreement)

DESCRIPTION OF EQUIPMENT

450 Pullman - standard 53'1"
100 ton all steel high side
fixed end gondolas, 4,000
cubic foot capacity

Description of Railcars:

6405-6427

Road Numbers: All DEEX

6106-6113

6115-6134

6136-6137 6430-6445

6139-6149 6447-6460

6151-6153 6462-6477

6155-6162 6479-6498

'6164-6199 6500-6502

6201-6219 6504-6510

6221-6254 6512-6518

6256-6268 6520-6524

6270

6272-6273 6527-6530

6276-6292 6533-6545

6294-6297

6299-6302 6547-6554
6556-6560

6305-6310 6562-6565

6312-6321 6567-6574

6323 6576-6582

6325-6340 6584-6593

6342-6358 8001-8007

6360-6366

6368-6374

6376-6393

6395-6403



EXHIBIT B

(to the Security Agreement)
FORM OF CONSENT TO ASSIGNMENT

THIS CONSENT TO ASSIGNMENT dated as of April 12, 1989
("Consent") among PLM INCOME ADVANTAGE FUND, a California limited
partnership ("Lessor"), BERGEN BANK A/S, a banking organization
operating under the laws of Norway, as Agent for itself and the
other Banks listed on Schedule I to the Loan Agreement (as
defined below) ("Secured Party"), and DETROIT EDISON CO., a
Michigan corporation ("Lessee").

WITNESSET H:

A. Lessor and Lessee are parties to the Railcar Lease,
pursuant to which Lessor has leased to Lessee the Railcars listed
in Schedule A hereto (the "Railcars") in addition to other
railcars.

B. Concurrently with the execution hereof, Lessor,
Dorothy M., Limited Partnership ("DMLP"), First Security Bank of
Utah, National Association, not in its individual capacity but
solely as Owner Trustee pursuant to a certain Trust Agreement,
dated as of February 24, 1988, as amended, PLM Financial
Services, Inc., general partner of Lessor, Dorothy M. Inc.,
general partner of DMLP and the Secured Party are executing the
Loan Agreement dated as of April 12,1989 (the "Loan Agreement"),
pursuant to which Lessor will borrow from the Secured Party a
portion of the funds necessary to maintain its investment in the
Railcars.

C. Concurrently with the execution hereof, Lessor and
the Secured Party are executing the Security Agreement dated as
of April 12, 1989 (the "Security Agreement"), pursuant to which
Lessor will transfer to the Secured Party a security interest in
the Railcars and assign to the Secured Party Lessor's rights and
interests in and under the Lease with respect to the Railcars to
secure Lessor's obligation to repay the funds borrowed from the
Secured Party.

D. Lessee is willing to consent to such assignment of
the Lease. '



NOW, THEREFORE, in consideration of the mutual
agreements contained herein, and intending to be legally bound,
the parties hereto agree as follows:

1. Consent of lessee to Assignment as Security to

Agent. Lessee hereby acknowledges and consents to the assignment
of the Lease with respect to the Railcars by Lessor to the
Secured Party under and pursuant to the Security Agreement and
agrees for the benefit of the Secured Party as follows:

(a) To continue to make each payment of rental or
other sums due under the Lease with respect to the Railcars,
including interest thereon for late payment. thereof ("Rent")
assigned thereby by paying to Security Pacific National
Bank, Los Angeles, California, ABA # 122000043, PILM Income
Advantage, Account No. 512-827335, so long as any amount
owed under the Loan Agreement shall be outstanding and
unpaid;

(b) . That so long as any amount shall be
outstanding and unpaid under the Loan Agreement, all rights
of Lessor with respect to the Lease and the Railcars or any
part thereof shall be exercisable by the Secured Party, as
assignee and secured party or lienholder;

(c) At the request of the Secured Party, to
execute and file any financing statements, continuation
statements or other documents reasonably necessary to
create, perfect, protect and preserve the priority security
interest acquired, or intended to be acquired, by the
Secured Party under the Security Agreement until all
obligations of the Lessor under the Loan Agreement shall
have been fulfilled;

(d) To execute and deliver such other documents
as Lessor or the Secured Party may reasonably request;

(e) That any amendment to, or any waiver,
discharge or termination of, any term or provision of the
Lease with respect to the Railcars (or any consent of Lessor
required thereunder) shall also require the written consent
of the Secured Party;

(f) That Lessee will deliver to the Secured Party
at Bergen Bank A/S, Kirkegaten 23, 0513 Oslo 1, Norway,
Attention: Loan Administration, Telex 400640, Telecopy 47-2-
336901, a copy of all notices required to be delivered to
Lessor under the Lease concurrently with the delivery of
such notices to Lessor;



(g) That the Secured Party shall be a named
assured and designated as a loss payee with respect to any
insurance carried by Lessee pursuant to Paragraph VII of the
Lease;

(h) That the Lease with respect to the Railcars
is in full force and effect; and

(1) Not to seek the recovery of any payment made
to the Secured Party pursuant to the Security Agreement and
this Consent once such payment has been made.

2. No_Further Amendments. Except as expressly
modified or amended herein, all of the terms, covenants and
conditions of the Lease shall remain unamended and in full force
and effect.

3. Governing Law. This Consent shall be governed by
and construed in accordance with the laws of the State of New
York, without regard to principles of conflicts of laws.

4. Counterparts. This Consent may be executed in two
or more counterparts, which together shall constitute one and the
same instrument.



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

PLM INCOME ADVANTAGE FUND

(A California Limited Partnership)

By: PIM Financial Services, Inc.,
General Partner

By

Authorized Officer
Date:

BERGEN BANK A/S

By

Name:
Title:
Date:

DETROIT EDISON CO.

By

Name:
Title:
Date:



SCHEDULE A

(to the Consent)

DESCRIPTION OF EQUIPMENT

Description of Railcars: 450 Pullman - standard 53'1"
100 ton all steel high side
fixed end gondolas, 4,000

cubic foot capacity

6405-6427

Road Numbers: All DEEX

6106-6113

6115-6134

6136-6137 6430-6445

6139-6149 6447-6460

6151-6153 6462-6477

6155-6162 6479-6498

6164-6199 6500-6502

6201-6219 6504-6510

6221-6254 6512-6518

6256-6268 6520-6524

6270

6272-6273 6527-6530

6276-6292 6533-6545

6294-6297

6299-6302 6547-6554
6556-6560

6305-6310 6562-6565

6312-6321 6567-6574

6323 6576-6582

6325-6340 6584-6593

6342-6358 8001-8007

6360-6366

6368-6374

6376-6393

6395-6403



LOAN AGREEMENT

dated as of April 12, 1989
among

BERGEN BANK A/S, as Agent
and

THE BANKS Listed in Schedule 1, as Lenders

and

PLM Income Advantage Fund

(a California Limited Partnership)

and

Dorothy M., Limited Partnership
(a California Limited Partnership)

and
First Security Bank of Utah, National Association,
as Owner Trustee
and
Dorothy M., Inc.
as General Partner of Dorothy M.,
Limited Partnership

and

PLM Financial Services, Inc.,
as General Partner of PLM Income Advantage Fund
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THIS LOAN AGREEMENT dated as of the 12 day of April,

1989 is made by and between:

1.01

1,02

1. BERGEN BANK A/S as agent (the "Agent") of the
Banks listed in Schedule 1,

2. THE BANKS listed in Schedule 1 (the "Banks"), as
lenders,

3. PLM INCOME ADVANTAGE FUND (a California Limited
Partnership) ("PLM"), as borrower,

4, Dorothy M. Limited Partnership (a California Lim-
ited Partnership) (the "Owner"), as borrower,

5. Dorothy M., Inc., as General Partner of the Owner
(the "Owner's Partner"),

6. First -Security Bank of Utah, National Association,
not in its individual capacity except as expressly
set forth herein but solely as trustee under that
certain Trust Agreement dated as of February 24,
1988, as amended (the "Trust Agreement"), for the
benefit of PLM as beneficiary of the trust estate
(the "Trust Estate") (the "Owner Trustee" and col-
lectively, joint and severally, with PLM and the
Owner, the "Borrowers"), as borrower,

7. PLM FINANCIAL SERVICES, INC., as General Partner
of PLM,

PURPOSE AND DEFINITIONS

This Agreement sets forth the terms and conditions upon
which the Banks acting through Bergen Bank A/S as Agent
will make available to the Borrowers, a secured float-
ing interest rate loan of Thirty-Two million seven hun-
dred thirty-seven thousand United States Dollars
($32,737,000) for the following purposes:

(a) to assist the Borrowers in refinancing the
following amounts with respect to a vessel, an air-
craft, and certain railroad cars.

1. Vessel - $ 9,185,000
2. Aircraft - 13,950,000
3. Railcars - 9,601,709

PLM will offer for sale $29,000,000 of limited partner-
ship interest. The Borrowers intend to use the pro-
ceeds from such sale to repay a portion of this loan.
Thereafter, if PLM has sold the full $29,000,000 of
limited partnership interest, the Borrowers and the



1.03

Banks will enter into a long-term financing arrangement
for a loan in the amount of $14,230,000 to the Bor-
rowers in terms and conditions to be agreed.

In this Agreement the following words and expressions
have the following meanings:

"Affiliate" means, with respect to any Person, any
other Person controlling, controlled by or under common’
control with, such Person. For purposes of this defi-
nition, "control" (including, with correlative mean-
ings, the term "controlling", "controlled by" and
"under common control with"), as applied to any Person,
means the possession, directly or indirectly, of the
power to vote fifteen percent (15%) or more of the
securities having voting power for the election of
directors of such Person, or otherwise to direct or
cause the direction of the management and policies of
that Person, whether through the ownership of voting
securities or by contract or otherwise.

"Agent" means Bergen Bank A/S, a corporation incorpo-
rated under the laws of the Kingdom of Norway whose
office is at Kirkegaten 23, 0153 Oslo 1, Norway,
together with its successors and assigns as such Agent.

"Aircraft" means the Boeing 737-200 Advanced, bearing
Manufacturer's Serial Number 22279, United States Reg-
istration No. N368DE, built in 1980 which is owned by
the Trustee for the beneficial ownership of PLM and
subject to an existing lease with Delta Air Lines, Inc.

"Aircraft Lease" means the Aircraft Lease Agreement
dated as of May 31, 1985, between GPA Leasing (NA)
N.V., a predecessor in interest to the Trustee, as Les-
sor, and Western Airlines, Inc., a predecessor in
interest to Delta Air Lines, Inc., as Lessee, as
amended by a First Amendment, dated as of September 2,
1987, to the Aircraft Lease Agreement, as amended by an
Assignment and Consent to Assignment, dated as of March
3, 1988, and as amended by an Assignment and Assumption
Agreement dated as of December 30, 1988, and any exten-
sions, supplements, amendments or modifications thereto
permitted by its terms thereof.

"Aircraft Lessee" means Delta Air Lines, Inc.
"Aircraft Mortgage and Lease Assignment"” means the

first aircraft mortgage and lease assignment executed
by the Trustee in favor of the Banks covering the



Aircraft in substantially the form of Exhibit A hereto,
duly executed, delivered and recorded, as the same may
from time to time be supplemented or amended.

"Applicable Rate" means one and three eighths per
centum (1 3/8%) per annum.

"Assignment of Insurance" means the assignment of
insurance granted to the Banks by the Borrowers in sub-
stantially the form of Exhibit E hereto, duly executed
and delivered, as the same may from time to time be
supplemented or amended.

"Bank" means, respectively, any one of the banks or
other financial institutions whose names and addresses
are set forth in Schedule 1 or its successors and
assigns in accordance with the terms of this Agreement
(collectively, the "Banks").

"Breakage Cost" means any amount as any of the Banks
shall deem necessary, in its sole discretion, to com-
pensate such Bank for costs, losses, or expenses
incurred by such Bank in connection with a payment of
the Loan, in whole or in part, whether voluntarily or
involuntarily, on a date which is not the Payment Date.

"Business Day" means a day on which banks and financial
markets are open for business in Oslo, New York City or
San Francisco, California.

"Charter" means the Time Charter, dated as of
December 3, 1988, between the Owner and The East Asi-
atic Co., Ltd.

"Charter Assignment" means the assignment of all moneys
payable under the Charter in substantially the form of
Exhibit D hereto, duly exectued and delivered, as the
same may from time to time be supplemented or amended.

"Charterer" means The East Asiatic Co., Ltd.

"Closing Date" means the date on which the Loan is
funded by the Bank in accordance with the terms of this
Agreement.

"Contribution"” means in relation to each Bank, the
principal amount set forth next to the name of Bank in
Schedule 1 which such Bank is obliged to contribute to
the Loan pursuant to Clause 2.01.



"Dollars" and "$" means the lawful currency for the
time being of the United States of America.

"Earnings" means all monies whatsoever due or to become
due to the Borrowers at any time during the Loan Period
arising out of the use or operation of any of the
Equipment including (but without prejudice to the gen-
erality of the foregoing) all freight, lease payments,
hire and passage moneys, compensation payable to the
Borrowers in the event of requisition of any of the
Equipment for hire, remuneration for salvage and towage
services, demurrage and detention moneys and damages
for breach (or payments for variation or termination)
of the Charter, Aircraft Lease or Railcar Lease or
other contract of employment for a Piece of Equipment.

"Encumbrance" means any mortgage, assignment, transfer
by way of security, charge (whether fixed or floating),
pledge, lien, trust arrangement, title retention, secu-
rity interest, hypothecation or other encumbrance
securing or any right conferring a priority of payment
in respect of any obligation of any person.

"Equipment", or "Piece of Equipment" means the Vessel,
the Aircraft or one or more of the Railcars as the con-
text may require,

"ERISA" means the United States Employee Retirement
Income Security Act of 1974, as amended from time to
time.

"Event of Default" means any one of the events listed
in Clause 8.

"General Partner" means PLM Financial Services, Inc., a
Delaware corporation, '

"Insurances" means all policies and contracts of insur-
ance (which expression includes all entries of the Ves-
sels in Protection and Indemnity Associations or War '
Risks Associations), and where the context so admits,
any reinsurance of such insurances, which are from time
to time during the Loan Period taken out or entered
into by the Borrowers in respect of the Equipment or
otherwise howsoever in connection with the Equipment.

"Interest Period" shall mean the relevant period from
the Closing Date to and including April 30, 1989, from
May 1, 1989 through May 31, 1989, June 1, 1989 through
June 30, 1989, from July 1, 1989 through the Payment
Date.



"Loan" means the aggregate amount of all of the Contri-
butions, being equal to Thirty-Two million seven hun-
dred thirty-seven thousand Dollars ($32,737,000).

"Loan Period" means the period from the Closing Date to
the Payment Date unless the Borrowers shall fail to
make full payment of principal, interest and all other
amounts due hereunder in which case the Loan Period
shall extend to the date upon which all of the out-
standing indebtedness hereunder or under any Security
Document has been paid in full. .

"Majority Banks" means Banks, the aggregate of whose
Contributions advanced and outstanding from time to
time, exceeds sixty percentum (60%) of the Loan at any
relevant time.

"Month" means a period beginning in one calendar month
and ending in the next calendar month on the day numer-
ically corresponding to the day of the calendar month
on which it started provided that (i) if the period
started on the last Business Day in a calendar month or
if there is no such numerically corresponding day, it
shall end on: the last Business Day in such next calen-
dar month and (ii) if such numerically corresponding
day is not a Business Day, the period shall end on the
next following Business Day in the same calendar month
but if there is no such Business Day it shall end on
the preceding Business Day, and "months" and "monthly"
shall be construed accordingly.

"Multi-Employer Plan" means a "multi-employer plan" as
defined in Section 4001(a)(3) of ERISA to which the
General Partner or any ERISA Affiliate is making or
accruing an obligation to make contributions, or has
within any of the preceding three plan years made or
accrued an obligation to make contributions.

"Payment Date" means the date falling 100 days after
the Closing Date.

"Person" means any individual, corporation, partner-
ship, business trust, joint venture, association, joint
stock company, trust or other unincorporated organiza-
tion, whether or not a legal entity, or any government
or agency or political subdivision thereof.

"Plan" means an employee benefit or other plan estab-
lished or maintained by the General Partner or any
ERISA Affiliate and which is covered by Title IV of
ERISA, other than a Multi-Employer Plan.



"Railcar"”" means any one of the Railcars listed in
Schedule 2 (collectively the "Railcars").

"Railcar Lease" means the Lease Agreement dated as of
May 14, 1975 between the predecessor in interest to PLM
and the Railcar Lessee, as amended by (i) Supplement
No. 1, dated as of May 14, 1975, (ii) Supplement No. 2,
dated as of January 30, 1976, (iii) Amendment to Sup-
plement No. 2, dated as of January 30, 1976,

(iv) Assignment and Assumption Agreement, dated as of
September 28, 1988 and (v) Assignment and Assumption of
Lease Agreement, dated as of December 30, 1988.

"Railcar Lessee" means Detroit Edison Co.

"Railcar Mortgage" means the security agreement and
lease assignment in favor of the Banks covering the
Railcars substantially in the form of Exhibit C annexed
hereto, duly executed, delivered and recorded, as the
same may from time to time be supplemented or amended.

"RepurchaSe Guarantor” means PLM International Inc., a
Delaware corporation.

"Repurchase Guaranty" means the Repurchase Guaranty
which shall be delivered by PLM International Inc. to
the Banks on the Closing Date substantially in the form
set forth in Exhibit F annexed hereto.

"Security Documents" means (a) the Aircraft Mortgage
and Lease Assignment, the Ship Mortgage, the Railcar
Mortgage, the Charter Assignment, the Repurchase Guar-
anty, the Assignment of Insurance and (b) any other
agreement or security providing for security for all or
any part of the Loan or any other sum outstanding under
this Agreement, in each case as shall be executed and
delivered by the respective party thereto pursuant to
the terms of this Agreement or any of the Security Doc-
uments.

"Ship Mortgage™” means the Statutory Mortgage and Deed
of Covenants executed by the Owner in favor of the
Banks covering the Vessel in substantially the form of
Exhibit B hereto, duly executed, delivered and
recorded, as the same may from time to time be supple-
mented or amended.

"Solvent"” means with respect to any Person on a partic-
ular date, that on such date (i) the fair market value
of the assets of such Person is greater than the total
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amount of liabilities (including contingent liabili-
ties) of such Person, (ii) the present fair salable
value of the assets of such Person is greater than the
amount that will be required to pay the probable lia-
bilities of such Person for its debts as they become
absolute and matured, (iii) such Person is able to
realize upon its assets and pay its debts and other
liabilities, including contingent obligations, as they
mature and (iv) such Person does not have unreasonably
small capital.

"Stipulated Loss Value"” means the amount set forth for
each Piece of Equipment on Schedule 3 hereto that shall
be repaid to the Banks in accordance with the provi-
sions of Clause 4.02.

"Taxes" includes any present or future taxes, levies,
duties, imposts, charges, fees, deductions or with-
holdings of any nature (and "tax“ and "taxation" shall
be construed accordingly).

"Total Loss" means in respect of any Piece of Equipment
(i) actual or constructive or compromised or arranged
total loss of such Piece of Equipment; or

(ii) requisition for title or other compulsory acquisi-
tion of such Piece of Equipment otherwise than by reqg-
uisition for hire; or (iii) capture, seizure, arrest,
detention or confiscation of a Piece of Equipment by
any government or by persons acting or purporting to
act on behalf of any government unless the Piece of
Equipment be released from such capture, seizure,
arrest, detention or confiscation within one month of
the occurrence thereof. A Total Loss shall be deemed
to have occurred (a) in the event of an actual total
loss of a Piece of Equipment, on the date of such loss,
(b) in the event of damage to a Piece of Equipment
which results in a constructive or compromised or
arranged total loss of a Piece of Equipment, on the
date of the occurrence of the event giving rise to such
damage, or (c) in the case of any event referred to in
Clause (iii) above, on the date of the occurrence of
such capture, seizure, arrest, detention or confisca-
tion.

"Vessel”™ means the Bahamian Flag bulk carrier DOROTHY
M., Official No. 399774 built in 1976 which is owned by
the Owner and on charter to The East Asiatic Co., Ltd.

In this Agreement clause headings are inserted for con-
venience only and shall not affect the construction of
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2.03

this Agreement and unless the context otherwise
requires, words denoting the singular number shall
include the plural and vice versa. References to per-
sons include references to bodies corporate and
unincorporate.

The Loan shall be evidenced by a joint and several
Secured Promissory Note from the Borrowers to the Banks
in the principal amount of $32,737,000 in the form
annexed hereto as Exhibit G and shall be repayable as
hereinafter set forth.

CLOSING DATE, DRAWDOWN, AND USE OF PROCEEDS

Subject to the terms of this Agreement, and in reliance
(inter alia) on the representations and warranties of
the Borrowers, the Owner's Partner and the General
Partner set out in Clause 6 and as set out in the Secu-
rity Documents, on the Closing Date each Bank agrees
severally to make available to the Borrowers its Con-
tributions in an amount equal to the amount set forth
opposite such Bank's name in Schedule 1. Neither the
Agent nor any other Bank shall have any liability with
respect to the failure of any Bank to perform its obli-
gations hereunder nor shall such failure relieve the
Borrowers or any of the remaining Banks of their obli-
gations hereunder.

The Agent shall be entitled to assume that each Bank
has, in relation to the Loan, paid the amount of its
Contribution thereof to the Agent on or prior to the
Closing Date unless any Bank notifies the Agent prior
to such date that it does not intend to make its Con-
tribution (or any part thereof) of the Loan. If the
Agent makes payment available to the Borrowers on the
assumption that a Bank has paid to the Agent the amount
of its Contribution of the Loan and it proves to be the
case that such Bank has not in fact paid to the Agent
such amount, the Agent shall be entitled to require
such Bank to pay such amount to it on demand together
with such further sums as the Agent may certify to be
necessary to reimburse it for costs and expenses in
funding any such amount.

The Borrowers covenant to apply forthwith all of the
proceeds of the Loan to refinance the Aircraft, the
Vessel and the Railcars. Proceeds may not be used for
any other purpose without the prior written consent of
the Banks.
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INTEREST

The Borrowers agree to pay interest on the Loan. Such
interest shall be paid in arrears on the last Business
Day of each Interest Period, upon prepayment of the
Loan under Clause 4.02 and Clause 4.03 and on the Pay-
ment Date (each such date an "Interest Payment Date").
Save as otherwise provided herein, such interest shall
accrue from and including the Closing Date, at the rate
per annum certified by the Agent to be the aggregate of
(a) the Applicable Rate and (b) the rate determined by

. the Agent to be the rate at which the Agent is offering

lendings in Dollars in an amount approximately equal to
the principal amount of the Loan in the London
Interbank Dollar Market at or about 11:00 a.m. (London
time) on the second Business Day prior to the Closing
Date and for delivery on the Closing Date for the first
Interest Period, and thereafter, with respect to each
successive Interest Period, the rate per annum certi-
fied by the Agent to be the aggregate of (a) the Appli-
cable Rate and (b) the rate determined by the Agent to
be the rate at which the Agent is offering lendings in
Dollars in an amount approximately equal to the princi-
pal amount of the Loan in the London Interbank Dollar
Market at or about 11:00 a.m. (London time) on the sec-
ond Business Day prior to the beginning of the applica-
ble Interest Period for perlods comparable to such
Interest Period.

In the event that the Agent does not receive on an
Interest Payment Date or the Payment Date any sum due
under this Agreement in accordance with the provisions
of Clause 10.01 or any of the Security Documents in
accordance with the terms thereof, the Borrowers shall
pay to the Banks on demand interest on such sum from
and including the relevant Interest Payment Date to the
date of actual payment (as well after as before judg-
ment) at the rate per annum determined by the Agent to
be the aggregate of (a) three percent (3%) and (b) the
rate offered by the Agent as set forth in

Section 3.01(b) for such term as the Agent shall select
on the Business Day immediately following such Interest
Payment Date or the Payment Date, as the case may be.

The Agent shall notify the Borrowers and the Banks of
the rate of interest as determined by the Agent pursu-
ant to this Clause 3.02 as the Borrowers or the Banks
may request. '
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4.02

4.03

The determination of the Agent, as to any matters
referred to in this Clause 3 shall, save for manifest
error, be conclusive .and binding on the Borrowers.

REPAYMENT AND PREPAYMENT

Save as otherwise provided herein, the Borrowers will
repay the Loan to the Agent on behalf of the Banks on
the Payment Date by paying the entire principal amount
of the Loan of US$32,737,000 and interest thereon as
determined in accordance with Clause 3.01, together
with all other remaining indebtedness due hereunder or
under any Security Document.

Notwithstanding the terms of Clause 4.01 above, in the
event any Piece of Equipment becomes a Total Loss, the
Borrowers shall prepay the Loan, in an amount equal to
the Stipulated Loss Value for each Piece of Equipment
which has become a Total Loss together with (i) accrued
interest at the rate set forth in Clause 3.01 on the
amount prepaid to the date of prepayment, (ii) Breakage
Costs and (iii) any other amount owed hereunder or
under any Security Document respecting such Piece of
Equipment, on such date as the Borrowers (or the Agent
as assignee thereof) receive any relevant insurance
proceeds (or such later date as may be agreed between
the Borrowers and the Agent in writing) if such receipt
of relevant insurance proceeds occurs before the Pay-
ment Date.

The Agent shall apply any insurance proceeds received
directly by it under this Clause 4.02 to prepayment of
the Loan on the date of prepayment. All costs and
expenses (including attorneys' fees) associated with
such loss incurred by the Agent or the Banks shall be
paid on demand by the Borrowers.

Notwithstanding the terms of Clause 4.01 above the Bor-
rowers shall have the option of prepaying all or a por-
tion of the outstanding principal balance on an Inter-
est Payment Date. Any such prepayment shall not be in
an amount less than $5,000,000 (the "Minimum Prepay-
ment”). Should Borrowers desire to make a prepayment
on an Interest Payment Date in an amount in excess of
the Minimum Prepayment, such additional prepayment must
be made in increments of $1,000,000.

Should the Borrowers desire to make a prepayment of
principal on a date other than an Interest Payment
Date, Borrowers may do so, provided, however, that such

-10-
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prepayment is in an amount at least equal to the Mini-
mum Prepayment and if greater than the Minimum Prepay-
ment in increments of $1,000,000 and that the Borrowers
pay an additional amount to the Banks equal to (i)
accrued interest at the rate set forth in Clause 3.01
for the amount prepaid to the date of prepayment and
(ii) Breakage Costs.

CONDITIONS PRECEDENT

The Banks shall not be under any obligation to make
their respective Contributions to the Loan hereunder,
until the Agent on behalf of the Banks has received,
and found to be satisfactory to it in all respects,
each of the following:

(a) a certified copy of the Articles of Incorporation
and By-Laws of the General Partner, certified res-
olutions of the Board of Directors of the General
Partner authorizing the General Partner to act on
behalf of PLM in respect of the transaction con-
templated herein and a current Certificate of Good
Standing for the General Partner issued by the
Delaware Secretary of State;

(b) a certified copy of the Articles of Incorporation
and By-Laws of the Repurchase Guarantor, certified
resolutions of the Board of Directors of the
Repurchase Guarantor authorizing the Repurchase
Guarantor to issue the Repurchase Guaranty, a cer-
tification as to the incumbency and signature of
the individual or officers signing on behalf of
the Repurchase Guarantor and a current Certificate
of Good Standing for the Repurchase Guarantor
issued by the Delaware Secretary of State;

(c) a certified copy of the Articles of Incorporation
and By-Laws of the Owner's Partner, certified res-
olutions of the Board of Directors of the Owner's
Partner authorizing the Owner's Partner to act on
behalf of the Owner in respect of the transaction
contemplated herein and a current Certificate of
Good Standing for the Owner's Partner issued by
the California Secretary of State;

(d) a certified copy of the Certificate of Limited
Partnership and Partnership Agreement of the Owner
together with all amendments thereto issued by the
California Secretary of State;

-11-



(e)

(f)

(g)

(h)

(i)

(3)

(k)

(1)

a certified copy of the Certificate of Limited
Partnership and the Partnership Agreement of PLM
together with all amendments thereto issued by the
California Secretary of State;

copies of all documents evidencing partnership
action taken by PLM relative to this Agreement and
the Security Documents;

copies of all documents evidencing partnership
action taken by the Owner relative to this Agree-
ment and the Security Documents;

a certificate, dated the Closing Date and signed
by the Secretary of the General Partner, cer-
tifying to the Agent the signature of the officer
or officers of the General Partner authorized to
sign the Secured Promissory Note to be issued
hereunder, together with the true signature of
such officer or officers, and that the Agent may
rely on such certificate;

a certificate, dated the Closing Date and signed
by the Secretary of the Owner's Partner, cer-
tifying to the Agent the signature of the officer
or officers of the Owner's Partner authorized to
sign the Secured Promissory Note to be issued
hereunder, together with the true signature of
such officer or officers, and that the Agent may
rely on such certificate;

a certificate, dated the Closing Date and signed
by the Assistant Secretary of the Owner Trustee
certifying as true and correct, copies of Owner
Trustee's Articles of Association, By-Laws and the
Trust Aqreement; Resolutions Relating to the Exer-
cise of Fiduciary Powers; Resolutions Relating to
Designation of Officers and Employees of Trust
Group as Authorized Signatories attached thereto;

certified copies of all governmental and other
consents, licenses, approvals and authorizations
required with respect to this Agreement and the
Security Documents;

the written opinion of Haight, Gardner, Poor &
Havens in such form as the Agent shall specify;

_12-



5.02

(m) evidence that the person specified in Clause 15.09
has agreed to act as agent for service of process
for the Borrowers;

(n) this Agreement duly executed and delivered;

(o) the Secured Promissory Note duly executed and
delivered;

(p) the Security Documents duly executed and
delivered;

(g) the opinions of William C. Boston & Associates,
Hogan & Hartson, Graham Thompson & Co., and coun-
sel to the Owner Trustee, special counsel to the
Borrowers concerning the Aircraft, Railcars, Ves-
sel and Owner Trustee, respectively substantially
in the form annexed hereto as Exhibits H, I, J and
K respectively;

(r) the opinion of PLM, the General Partner, the
Owner, and the Owner's Partner's counsel substan-
tially in the form annexed hereto as Exhibit L;

-(s) payment of the fees payable pursuant to the terms

of Clause 15.02;

(t) no Event of Default, or event which with the pass-
ing of time or the giving of notice, or both,
shall have occurred and be continuing and the
Agent shall have received a certificate from each
of the Borrowers as to such matters.

The obligation of the Banks to make their Contributions
available to the Borrowers on the Closing Date is sub-

ject to the fulfillment to the Agent's satisfaction of

the following further conditions in respect of the Ves-
sel:

(a) evidence that the Vessel is duly registered in the
name and ownership of the Owner under the laws and
flag of the Commonwealth of the Bahamas free of
registered Encumbrances;

(b) evidence that the Vessel and such other risks as
the Agent may require to be covered in connection
with the transactions contemplated by this Agree-
ment and the Ship Mortgage have been insured upon
terms and with underwriters in respect of such
events as may be acceptable to the Agent in its

-13-
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(c)

(d)

(e)

(f)

absolute discretion and that the interest of the
Agent and/or Banks 1n any such insurances as
assignee has been effected and will be noted by

‘all underwriters, brokers and mutual clubs and

associations concerned;

delivery to the Agent of letters of undertaking
and opinions as to coverage in form and substance
satisfactory to the Agent addressed to the Banks
by relevant brokers, underwriters and mutual clubs
and associations covering the Vessel's insurance
policies and mutual club entries;

production of a clean confirmation of class cer-
tificate dated not more than ten (10) days prior
to the Closing Date evidencing that the Vessel is
in class and classed in the highest classification
for vessels of the same age and type by a classi-
fication society acceptable to the Agent, free of
any outstanding recommendations, notations or
exceptions;

delivery to the Agent of a certified copy of the
Charter and any amendments or supplements thereto,
duly executed and delivereéed by the parties
thereto;

the filings of any financing statement or other
document necessary, or requested by the Banks, to
perfect the Banks' security interests under the
Ship Mortgage and/or Charter Assignment in the
United States of America, the State of California
or any other relevant jurisdiction.

The obligation of the Banks to make their Contribution

available to the Borrowers on the Closing Date is sub-

ject to the fulfillment to the Agent's satisfaction of

the following further conditions in respect of the Air-
craft:

(a)

(b)

(c)

evidence that the Aircraft is duly registered in
the name and ownership of the Owner Trustee with
the FAA, free of registered Encumbrances other
than the Aircraft Lease.

evidence that the Aircraft shall have a current
valid United States certificate of airworthiness:

evidence that the Aircraft and such other risks as
the Agent may require to be covered in connection

-14-
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(d)

(e)

(f)

with the transactions contemplated by this Agree-
ment and the Aircraft Mortgage have been insured
upon terms and with underwriters in respect of
such events as may be acceptable to the Agent in
its absolute discretion and that the interest of
the Agent and/or Banks in any such insurances as
assignee has been effected and will be noted by
all underwriters, brokers and mutual clubs and
associations concerned;

delivery to the Agent of letters of undertaking
and opinions as to coverage in form and substance
satisfactory to the Agent addressed to the Banks
by relevant brokers, underwriters and mutual clubs
and associations covering the Aircraft's insurance
policies and mutual club entries; .

delivery to the Agent of a certified copy of the
Aircraft Lease and any amendments or supplements
thereto, duly executed and delivered by the par-
ties thereto; and

the filings of any financing statement or other
document necessary, or requested by the Banks, to
perfect the Banks' security interests under the
Aircraft Mortgage and Lease Assignment in the
United States of America, the State of California
or any other relevant jurisdiction.

The obligation of the Banks to make their Contribution
available to the Borrowers on the Closing Date is sub-
ject to the fullfilment to the Agent's satisfaction of
the following further conditions in respect of the
Railcars:

(a)

(b)

evidence that each of the Railcars and such other
risks as the Agent may require to be covered in
connection with the transactions contemplated by
this Agreement and the Railcar Mortgage have been
insured upon terms and with underwriters in
respect of such events as may be acceptable to the
Agent in its absolute discretion and that the
interest of the Agent and/or Banks in any such
insurances as assignee has been effected and will
be noted by all underwriters, brokers and mutual
clubs and associations concerned;

delivery to the Agent of letters of undertaking

and opinions as to coverage in form and substance
satisfactory to the Agent addressed to the Banks
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(c)

(d)

by relevant brokers, underwriters and mutual clubs
and associations covering the Railcar's insurance
policies and mutual club entries;

delivery to the Agent of a certified copy of the
Railcar Lease and any amendments or supplements
thereto, duly executed and delivered by the par-
ties thereto; and

the filing of any financing statement or other
document necessary, or requested by the Banks, to
perfect the Banks' security interest and lease .
assignment under the Railcar Mortgage in the
United States, the State of California or any
other relevant jurisdiction.

The Borrowers will file any other financing statement
or other document necessary, or requested by the Banks
to perfect the Banks' security interest under any of
the Security Documents in the United States of America,
the State of California or any other relevant jurisdic-

tion,

REPRESENTATIONS AND WARRANTIES

PLM and the General Partner hereby represent and war-
rant to the Banks (and such representation and war-
ranties shall survive the execution hereof) that:

(a)

(b)

PLM is a limited partnership duly organized and
existing and in good standing under the laws of
California, is qualified to do business in all
jurisdictions where the conduct of its business so
necessitates and has full power and authority to
enter into and perform all its obligations under
this Agreement, the Secured Promissory Note and
the Security Documents to which it is a party;

the General Partner is a corporation duly orga-
nized and existing in good standing under the laws
of the State of Delaware and has the corporate
power to own its properties and to carry on its
business as now being conducted and as proposed to
be conducted. The General Partner is duly quali-
fied to do business as a foreign corporation in
the State of California, and has not failed to
qualify in any other jurisdiction in which the
nature of the business conducted by it makes such
qualification necessary or in which the failure to
qualify might materially adversely affect the
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fc)

(d)

(e)

(£)

(g)

conduct of the General Partner's business in such
jurisdictions. The General Partner has the corpo-
rate power and authority to execute, deliver and
carry out the provisions of this Agreement and the
Security Documents on behalf of PLM and all such
action has been duly authorized by all necessary
corporate proceedings on its part. The entry into
and performance by the General Partner on behalf
of PLM of this Agreement, the Secured Promissory
Note and the Security Documents to which PLM is a
party will not violate in any respect any law or
requlation or any agreement to which it is a party
or by which its assets are bound;

this Agreement, the Secured Promissory Note and
the Security Documents to which they are parties
constitute their legal, valid and binding obliga-
tions enforceable against them in accordance with
their respective terms;

the entry into and performance by PLM of this
Agreement, the Secured Promissory Note and the
Security Documents to which it is a party will not
violate in any respect any law or regqgulation, its
Certificate of Limited Partnership, Partnership
Agreement or any agreement to which it is a party
or by which its assets are bound;

except in the case of the Aircraft Mortgage and
Lease Assignment, Ship Mortgage and Railcar Mort-
gage and any consents required to register the
Vessel, the Aircraft or the Railcars (all of which
will be obtained not later than the Closing Date)
and consents required in the ordinary course of
operation of the Vessel, the Aircraft and the
Railcars, all consents, licenses, approvals and
authorizations required in connection with this
Agreement, those of the Security Documents to
which PLM is a party and the transactions contem-
plated hereby and thereby have been obtained and
are in full force and effect;

except as set forth in the Private Placement Memo-
randum referred to in Clause 6.0l1(qg), no action,
suit, proceeding, litigation or dispute against
PLM or the General Partner is presently taking
place or pending or to its knowledge threatened;

neither the General Partner nor PLM is in default
under any agreement to which it is a party and no
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(h)

(i)

(3)

event of default (or event which, with the giving
of notice and/or lapse of time or other applicable
condition, might constitute an event of default)
has occurred and is continuing unremedied;

prior to the date hereof, PLM has not incurred
indebtedness or other liabilities except as
explicitly set forth in the Private Placement Mem-
orandum referred to in clause 6.01(q) or as dis-
closed in writing to the Agent;

save for the registration of the Aircraft Mortgage
and Lease Assignment, Ship Mortgage and Railcar
Mortgage under applicable law and taxes payable in
connection therewith, none of the other Security
Documents is required to be filed, recorded,
enrolled or in any way whatsoever registered with
any governmental authority or agency of or in the
United States of America or to be stamped with any
stamp duty or similar tax, levy or impost in any
such country in order to ensure the legal valid-
ity, enforceability or admissibility in evidence
thereof. In the Commonwealth of The Bahamas, the
legality, validity and enforceability or admissi-
bility in evidence of the Security Documents other
than the Ship Mortgage is not subject to or condi-
tional upon any of these instruments being filed,
recorded or enrolled with any governmental author-
ity or agency or stamped with any stamp duty or
similar transaction tax except for the payment of
stamp taxes, of a nominal value, in the event that
the said Security Documents other than the Ship
Mortgage were to be used in the courts of the Com-
monwealth of The Bahamas. Section 290 of the Mer-
chant Shipping Act, 1976, exempts the Ship Mort-
gage from stamp duty. Should an action be
commenced in the Commonwealth of The Bahamas in
respect of this transaction, the Ship Mortgage
shall be admissible in evidence without attracting
stamp duty;

upon the registration of the Aircraft Mortgage and
Lease Assignment, Ship Mortgage and Railcar Mort-
gage under applicable law each such agreement will
constitute a first priority security interest in
favour of the Banks and no re-recording, refiling
or other action will be necessary to maintain the
priority of such agreements in favour of the
Banks;
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(k)

(1)

(m)

(n)

(o)

(p)

(q)

upon execution and delivery, and upon filing in
the case of the Aircraft Mortgage and Lease
Assignment, the Agent or the Banks, as the case
may be, will have a first priority security inter-
est, as the case may be, in the rights assigned
thereby pursuant to each of the Aircraft Mortgage
and Lease Assignment, Railcar Mortgage, Assignment
of Insurance and Charter Assignment;

the Owner is duly qualified to register the Vessel
owned by it under the laws and flag of the Common-
wealth of the Bahamas, and the Vessel is duly doc-
umented in the name of the Owner, as sole owner
thereof, free and clear of all Encumbrances what-
soever; ’

the Owner Trustee is duly qualified to own the
Aircraft under the laws of the United States, and
the Aircraft is duly registered in the name of the
Owner Trustee, as sole owner thereof for the bene-
ficial ownership of PLM pursuant to the Trust
Agreement, free and clear of all Encumbrances
whatsoever but for the Aircraft Lease;

PLM is duly qualified to own and register the
Railcars under the laws of the United States, and
the Railcars are duly registered in the name of
PLM, as sole owner thereof, free and clear of all
Encumbrances whatsoever except for security inter-
est in the Railcars held by Irving Trust Company
which interest shall be released upon the Closing
Date; ¢

the place where all records respecting the trans-
actions contemplated hereby, including records
relating to the chartering, leasing and operations
of the Equipment is and PLM's principal place of
business is 655 Montgomery Street, San Francisco,
California, and PLM shall advise the Agent
promptly of any change in such address;

PLM is not required under the laws of any country,
state, city or other political entity from which
it may make any payment hereunder or under any of
the Security Documents to make any deduction or
withholding from any such payment;

no information contained in this Agreement, the

Secured Promissory Note, any Security Document or
any written statement furnished by or on behalf of
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(r)

(s)

(t)

(u)

(v)

PLM pursuant to the terms of this Agreement or in
that certain Private Placement Memorandum prepared
by PLM Income Advantage Fund dated February 6,
1989, contains any untrue statement of a material
fact or omits to state a material fact necessary
to make the statements contained herein or therein
not misleading in light of the circumstances under
which made;

neither the execution and delivery by PLM of this
Agreement, the Secured Promissory Note or the
Security Documents nor the performance of PLM or
the General Partner on behalf of PLM of their
respective obligations hereunder or thereunder
will result in the creation or imposition of an
Encumbrance (other than the Encumbrances created
pursuant to this Agreement, the Secured Promissory
Note or the Security Documents) upon any of their
respective properties or assets;

No part of the proceeds of the Loan will be used
for any purpose that violates the provisions of
any of Regulations G, T, U or X of the Board of
Governors of the Federal ResServe System or any
other regulation of such Board of Governors. Nei-
ther PLM nor the General Partner is engaged in the
business of extending credit for the purpose of
purchasing or carrying margin stock within the
meaning of Regulations G, T, U and X issued by the
Board of Governors of the Federal Reserve System.

PLM is not an "investment company" or a company
"controlled" by an "investment company" (as each
of such terms is defined or used in the Investment
Company Act of 1940, as amended).

Neither PLM nor the General Partner has a Plan or
Multi-Employer Plan within the meaning of ERISA.

PLM and the General Partner are, and at all times
immediately after the Banks advance the Loan will
be, Solvent. PLM and the General Partner are not,
and following the consumation of this transaction,
will not be, left with an unreasonably small cap-
ital or remaining assets within the meaning of
Section 548 of the United States Bankruptcy Code,
as amended (the "Bankruptcy Code"), 11 U.S.C.
§548, Section 274 of the New York Debtor and Cred-
itor Law (the "New York Debtor and Creditor Law")
or California Uniform Fraudulent Transfer Act,
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6.02

. Cal. Civil Code §§ 3439, et seq., (the "California

Act"); and by entering into and carrying out their
respective obligations under the Loan Agreement,
Secured Promissory Note and the Security Documents
to which they are parties, PLM and the General
Partner do not and will not incur debts beyond
their ability to pay as such debts mature or
become due (within the meaning of Section 548 of
the Bankruptcy Code, Section 275 of the New York
Debtor and Creditor Law or the California Act).

The Owner and the Owner's Partner hereby represent and
warrant to the Banks (and such representation and war-
ranties shall survive the execution hereof) that:

(a)

(b)

the Owner is a limited partnership duly organized
and existing and in good standing under the laws
of California, is qualified to do business in all
jurisdictions where the conduct of its business so

.necessitates and has full power and authority to

enter into and perform all its obligations under
this Agreement, the Secured Promissory Note and
the Security Documents to which it is a party;

the Owner's Partner is a corporation duly orga-
nized and existing in good standing under the laws
of the State of California and has the corporate
power to own its properties and to carry on its
business as now being conducted and as proposed to
be conducted. The Owner's Partner has not failed
to qualify in any other jurisdiction in which the
nature of the business conducted by it makes such
qualification necessary or in which the failure to
qualify might materially adversely affect the con-
duct of the Owner's Partner's business in such
jurisdictions. The Owner's Partner has the corpo-
rate power and authority to execute, deliver and
carry out the provisions of this Agreement and the
Security Documents on behalf of the Owner and all
such action has been duly authorized by all neces-
sary corporate proceedings on its part. The entry
into and performance by the Owner's Partner on

behalf of the Owner of this Agreement, the Secured

Promissory Note and the Security Douments to which
the Owner is a party will not violate in any
respect any law or regulation or any agreement to
which it is a party or by which its assets are
bound;
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(c)

(d)

(e)

(f)

(g)

(h)

(i)

this Agreement, the Secured Promissory Note and
the Security Documents to which they are parties
constitute their legal, valid and binding obliga-
tions enforceable against them in accordance with
their respective terms;

the entry into and performance by the Owner of
this Agreement, the Secured Promissory Note and
the Security Documents to which it is a party will
not violate in any respect any law or regulation,-
its Certificate of Limited Partnership or any
agreement to which it is a party or by which its
assets are bound;

except in the case of the Ship Mortgage and any
consents required to register the Vessel (all of
which will be obtained not later than the Closing
Date), and consents required in the ordinary
course of operation of the Vessel, all consents,
licenses, approvals and authorizations required in
connection with this Agreement, those of the Secu-
rity Documents to which the Owner is a party and
the transactions contemplated hereby and thereby
have been obtained and are in full force and
effect;

no action, suit, proceeding, litigation or dispute
against the Owner or the Owner's Partner is pres-
ently taking place or pending or to its knowledge
threatened;

neither the Owner's Partner nor the Owner is in
default under any agreement to which it is a party
and no event of default (or event which, with the
giving of notice and/or lapse of time or other
applicable condition, might constitute an event of
default) has occurred and is continuing
unremedied; .

prior to the date hereof, neither the Owner's
Partner nor the Owner has incurred indebtedness or
other liabilities except as disclosed in writing
to the Agent other than indebtedness incurred in
the ordinary course of business in connection with
the ownership and operation of the Vessel;

save for the registration of the Ship Mortgage
under applicable law and taxes payable in connec-
tion therewith, none of the other Security Docu-
ments to which they are parties is required to be
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(3)

(k)

(1)

(m)

filed, recorded, enrolled or in any way whatsoever
registered with any governmental authority or
agency of or in the United States of America or to
be stamped with any stamp duty or similar tax,
levy or impost in any such country in order to
ensure the legal validity, enforceability or
admissibility in evidence thereof. In the Common-
wealth of The Bahamas, the legality, validity and
enforceability or admissibility in evidence of the
Security Documents to which they are parties other
than the Ship Mortgage is not subject to or condi-
tional upon any of these instruments being filed,
recorded or enrolled with any governmental author-
ity or agency or stamped with any stamp duty or
similar transaction tax except for the payment of
stamp taxes, of a nominal value, in the event that
the said Security Documents other than the Ship
Mortgage were to be used in the courts of the Com-
monwealth of The Bahamas. Section 290 of the Mer-
chant Shipping Act, 1976, exempts the Ship Mort-
gage from stamp duty. Should an action be
commenced in the Commonwealth of The Bahamas in
respect of this transaction, the Ship Mortgage
shall be admissible in evidence without attracting
stamp duty;

upon the registration of the Ship Mortgage under
applicable law, the Ship Mortgage will constitute
a first priority security interest in favour of
the Banks and no re-recording, refiling or other
action will be necessary to maintain the priority
of such agreements in favour of the Banks;

upon execution and delivery, the Agent or the
Banks will have a first priority security interest
in the rights assigned thereby pursuant to each of
the Assignment of Insurance and Charter Assign-
ment;

the Owner is duly qualified to register the Vessel
owned by it under the laws and flag of the Common-
wealth of the Bahamas, and the Vessel is duly doc-
umented in the name of the Owner, as sole owner
thereof, free and clear of all Encumbrances what-
soever; :

the place where all records respecting the trans-
actions contemplated hereby, including records
relating to the chartering and operation of the
Vessel is and the Owner's principal place of
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(n)

(o)

(p)

(q)

(r)

business is 655 Montgomery Street, San Francisco,
California, and the Owner shall adv1se the Agent
promptly of any change in such address;

the Owner is not requ1red under the laws of any
country, state, city or other political entity
from which it may make any payment hereunder or
under any of the Security Documents to which it is
a party to make any deduction or withholding from
any such payment;

no information contained in this Agreement, the
Secured Promissory Note, any Security Document to
which it is a party or any written statement fur-
nished by or on behalf of Owner pursuant to the
terms of this Agreement contains any untrue state-
ment of a material fact or omits to state a mate-
rial fact necessary to make the statements
contained herein or therein not misleading in
light of the circumstances under which made;

neither the execution and delivery by the Owner of
this Agreement, the Secured Promissory Note or the
Security Documents to which it is a party nor the
performance of the Owner or the Owner's Partner on
behalf of the Owner of their respective obliga-
tions hereunder or thereunder will result in the
creation or imposition of an Encumbrance (other
than the Encumbrances created pursuant to this
Agreement, the Secured Promissory Note or the
Security Documents) upon any of their respect1ve
properties or assets;

no part of the proceeds of the Loan will be used
for any purpose that violates the provisions of
any of Regulations G, T, U or X of the Board of
Governors of the Federal Reserve System or any
other regulation of such Board of Governors. Nei-
ther the Owner nor the Owner's Partner is engaged
in the business of extending credit for the pur-
pose of purchasing or carrying margin stock within
the meaning of Requlations G, T, U and X issued by
the Board of Governors of the Federal Reserve Sys-
tem;

the Owner is not an "investment company" or a com-
pany "controlled" by an "investment company" (as
each of such terms is defined or used in the
Investment Company Act of 1940, as amended);
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6.03

(s) neither the Owner nor the Owner's Partner has a
Plan or Multi-Employer Plan within the meaning of
ERISA;

(t) the Owner and the Owner's Partner are, and at all
times immediately after the Banks advance the Loan
will be, Solvent. The Owner and the Owner's Part-
ner are not, and following the consumation of this
transaction, will not be, left with an
unreasonably small capital or remaining assets
within the meaning of the Bankruptcy Code, the
New York Debtor and Creditor Law or the California
Act; and by entering into and carrying out their
respective obligations under the Loan Agreement,
Secured Promissory Note and the Security Documents
to which they are parties, the Owner and the
Owner's Partner do not and will not incur debts
beyond their ability to pay as such debts mature
or become due (within the meaning of Section 548
of the Bankruptcy Code, Section 275 of the New
York Debtor and Creditor Law or the California
Act.

First Security Bank of Utah, National Association, in
its individual capacity, hereby represents and warrants
that:

(a) First Security Bank of Utah, National Association
(i) is a national banking association, duly orga-
nized, legally existing and in good standing under
the laws of the United States and (ii) has full
corporate power and authority to enter into and
perform its obligations under the Trust Agreement
and as the Owner Trustee under and pursuant to the
Trust Agreement, to enter into and perform its

. obligations under the Secured Promissory Note and
the Security Documents to which it is a party. On
the Closing Date, each of the Loan Agreement,
Secured Promissory Note and the Security Documents
to which it is a party shall have been duly autho-
rized by the Owner Trustee and each of the Loan
Agreement, Secured Promissory Note and the Secu-
rity Documents to which it is a party shall have
been duly executed and delivered in the name and
on behalf of the Owner Trustee by a duly autho-
rized officer of the Owner Trustee. On the
Closing Date, each of the Loan Agreement, Secured
Promissory Note and the Security Documents to
which it is a party shall constitute the legal,
valid and binding obligation of the Owner Trustee
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(b)

(c)

and shall be enforceable against the Owner Trustee
in accordance with its terms, subject to applica-
ble bankruptcy, insolvency and similar laws
affecting creditors' rights generally and subject
to general principles of equity regardless of
whether enforcement is sought in a proceeding in
equity or at law.

The execution and delivery by the Owner Trustee of
this Loan Agreement, the Secured Promissory Note
and the Security Documents to which the Owner
Trustee is a party does not, and the performance
or observance by the Owner Trustee of the terms,
conditions or provisions hereof or thereof will
not, (i) conflict with or violate any law, govern-
mental rule, published regulation, judgment or any
judicial or administrative order or decree binding
on the Owner Trustee, (ii) conflict with or vio-
late the Trust Agreement or the Articles of Asso-
ciation or By-laws of First Security Bank of Utah,
National Association, in its individual capacity,
(iii) conflict with, violate or result in the
breach of any agreement or instrument to which the
Owner Trustee or First Security Bank of Utah,
National Association, in its individual capacity,
as the case may be, is a party or by which the
Owner Trustee or First Security Bank of Utah,

- National Association, in its individual capacity,

as the case may be, or any of its properties are
bound, or constitute a default thereunder, or
(iv) result in the creation of any Lien on the
Aircraft (except as contemplated by the Loan
Agreement and the Aircraft Mortgage and Lease
Assignment). Except as contemplated by Clause
5.03(f) hereof, the Owner Trustee is not currently
a party to any Uniform Commercial Code financing
statements relating to the Aircraft or any rights
and interests created under the Loan Agreement or
the Aircraft Mortgage and