TELEX 206500
SKADDEN CHGO
TELECOPIER
(312) 407 O4an

DIRECT DIAL

(312) 407-

'

- \ -~ -
.
D N

SKADDEN, ARPS, SLATE, MEAGHER & FLOM

333 WEST WACKER DRIVE
CHICAGO, ILLINOIS 60606-1285

o 16667

(312) 407-0700 REcC3EATION 1) ALED 1425
DEC 261989 -G 25 AM
INTERSTAIL COMME. Lt LOMMISSION

December 21, 1989

9-3

<

DA
Honorable Noreta R. McGee A<}L?1
Secretary

Interstate Commerce Commission

Dear Ms. McGee:

On behalf of Itel Rail Corporation, I submit

BOSTON
LONDON
LOS ANGELES
NEW YORK
SAN FRANCISCO
TOKYO
WASHINGTON, D C
WILMINGTON

for filing and recording under 49 U.S.C. Section 11303(a)

and the regulations promulgated thereunder, four executed

counterparts of a primary document, not previously re-

corded, entitled Security Agreement ("Security Agree-

ment"), dated as of December 21, 1989.

The parties to the enclosed Security Agreement

are;:

Itel Rail Corporation,
a Delaware corporation
(the "Debtor"); and

Chemical Bank

as Agent on behalf
of the Banks

(the "Lenders")
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Honorable Noreta R. McGee
December 21, 1989
Page Two

The said Security Agreement grants a security
interest in certain collateral as described therein,
including those railcars as listed on Schedule 3 to the
Security Agreement.

A short summary of the document to appear in

the ICC Index i1s as follows:

CovERS “Security Agreement"
PLL O SCHB - JAEREAFTER oW NEP EXCERT foQu pTmenT oN
Feh 4

Enclosed is a check in the amount of fifteen
dollars ($15) in payment of the filing fee.

Once the filing has been made, please return to
bearer the stamped counterparts of the Release not needed
for your files, together with the fee receipt, the letter
from the ICC acknowledging the filing, and the two extra
copies of this transmittal letter.

Very truly yours,
Y/ A A
UMLUHMIM(U;MSOM

Enclosures

L Bl vy e
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Fnterstate Commeree Commission

W@ashington, B.L. 20423
ashington, 3 12/26/89

OFFICE OF THE SECRETARY

William L, Winson

Skadden, Arps, Slate, Meagher & Flom
333 West Wacker Drive

Chicago, Illinois 60606-1285

Dear Sirs:

The enclosed document(s) was recorded pursuant to the
provisions of Section 11303 of the Interstate Commerce Act, 49

U.S.C. 11303, on at , and assigned recordation
12/26/89 9:25AM

number(s).
16667,

‘Sincerely yours,

Yt e

Noreta R. McGee
Secretary

Enclosure(s)
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SECURITY AGREEMENT DEC 261983 -9 25 AM

INTERSTALE COMMERCE COMAMISSION
SECURITY AGREEMENT dated as of December 21, 1989 made
by Itel Rail Corporation, a Delaware corporation (the
"Debtor"), to Chemical Bank, as agent (in such capacity, the
"Agent") on behalf of the banks (the "Lenders") parties to the
Credit Agreement, as hereinafter defined.

WHEREAS, the Agent, the Lenders and the Dabtor have
entered into a Credit Agreement dated as of December 21, 1989
(the Credit Agreement, as it may hereafter be amended from time
to time, being referred to as the “"Credit Agreement"), pursuant
to which the Lenders have made certain commitments, subject to
the terms and conditions set forth in the Craedit Agreement, to
make certain loans to the Debtor; and

WHEREAS, it is a condition precedent to the Lenders'
obligations under the Credit Agreement that the Debtor shall
have entered into this Agreement:

NOW, THEREFORE, in consideration of the premises and
promises contained herein and in order to induce the Lenders to
make Loans, as defined in the Credit Agreement, under the
Credit Agreement, the Debtor hereby agrees with the Lenders as
follows:

1. grant of Presant Security Interesf. The Debtor
hereby grants to the Agent, for its benefit and for the ratable
benefit of the Landers, to secure the payment of all monies due
by the Debtor to the Agent and the Lenders and the performance
of all obligations of the Debtor to the Agent and the Lenders
arising under the Credit Agreement and under the Notes, as
defined in the Credit A¢reement, and under all other documents
and agreements delivered pursuant to the Credit Agreement, and
under all Interest Rate Agreements, as defined in the Credit
Agreement, antered into pursuant to Section 8.09 of the Credit
Agreement to which Agent or any Lender is a party, of every
kind and description, whether absolute or contingent, due or to
become due, now existing or hereafter incurred, including
amounts that would become due but for the operation of the
automatic stay under BSection 362(a) of the Bankruptcy Code,

11 U.8.C. §362(a), (collectively, the "Obligations*), a
security interest in: (a) all rolling stock of the Debtor or
in which it has an interest, whether now owned or existing oz
hereafter owned or arising, wherever located (the "Pledged
Rolling Stock”); and (b) the finance lease receivables listed
on Schedule 1 attached hereto and made a part hereof, including
all sums of money or other proceeds due or becoming due

. ,
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thereon, all instruments pertaining thereto, all

security therefor, and all relatedginsurance (thegggf:g;égs and
Receivables”) (all of the Pledged Rolling Stock and Pledged

Receivables being hereinafter called the “Present Collateral*);
provided, however that no security interest shall be granted ‘

gith respect to rolling stock listed on Schedule 4 attached
erato.

2. Grant of Future Security Interest. The Debtor
hereby grants to the Agent, for its benafit and for the ratable
benefit of the Lenders, to secure the payment of all
Obligations, a security interest in all assets of the Debtor or
in which it has an interest which are not Present Collateral,
whether now owned or axisting or hereafter owned or ariging,
wherevar located, and any and all additions, substitutions,
accessions and proceeds thereto or thereof and proceeds of
proceeds including payments made or which bacome due under
policies of insurance insuring any assets of thae Daebtor (all of
the same being hereinafter called the "Future Collateral"),
including without limitation: (a) all rights pursuant to
leases, installment purchase agreements or similar agreements;
(b) all inventory; (c) all accounts receivable, including all
rights to payment for goods 80ld or leased or for gervices
rendered, all sums of money or other proceeds due or becoming
due thereon, all instruments pertaining thereto, all guaranties
and security therefor, and all goods giving rise thereto and
the rights pertaining to such goods and all related insurance:
(4) all contract rights, chattel paper, instruments and other
obligations of any kind; (e) all documents of title, policies
and certificates of insurance, securities, deposits and cash;
(£) all rights to payment, including return premiums, with
respect to any insurance, indemnity, warranty or guaranty; (g)
all other rights to the payment of money, including without
limitation amounts due from affiliates, tax refunds, and
insurance proceeds; (h) all machinery, equipment and personal
property, including but not limited to all furniture,
furnishings, fixtures and items used by the Debtor in any way
in the administration of its business, including all computer
goftware and any license to use such software; (i) all files,
records (including without limitation computer programs, tapes
and related electronic data processing software) and writings
of the Debtor or in which it has an interest in any way
relating to the foregoing property; (j) sll general intangibles
(including without limitation any rights to retrieval from
third parties of electronically processed, engineering drawings
and recorded information pertaining to any of the fo:egoing
types of collateral); and (k) all additions, substitutions,
accessions, proceeds and products of the foregoing including
but not limited to insurance proceeds; provided, howaever that
no security interest shall be granted with respect to assets
ownad by the Debtor as of the date hereof or acguired by the
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Debtcr after the date hereof if such assets are subject to a
lien permitted by subsection (g), subsection (h),

subsection (i), subsection (j) or subsection (1) of

Section 9.04 of the Credit Agreement, 1f and only if the terms
of such permitted lien, the agreement creating such permitted
lien or the agreemaent constituting such Future Collateral
prohibit the Debtor from granting a security interest in such
assets hereunder; and provided, further, that the grant of a
security interest under this Section 2 shall not attach or
become effective until the earlier to occur of July 15, 1991 or
the payment in full of the Medium Term Notes (the "Trigger
Date”). The Present Collateral and the Future Collateral is
hereinafter referred to collectively as the "Collateral”,

3. Representations, Warranties and Covenants. The
Debtor hereby represents and warrants to and covenants with the
Agent and the Lenders that:

(a) The chief executive office of the Debtor
is located at 55 Francisco Street, San Francisco,
California 94133. The Debtor shall give the Agent
thirty (30) days' prior written notice of each
location at which Collateral, except for rolling
stock and parts and equipment related thereto with a
value not material in relation to the value of all
Collateral in the aggregate, is or will be kept, of
each office of the Debtor at which the records of
the Debtor pertaining to accounts receivable are
kept, and of any change in the chief place of
business or chief executive office of the Debtor.
Except as such notice i3 given, all Collateral,
except for rolling stock, is and shall be kept, and
all records of the Debtor pertaining to accounts and
contract rights are and shall be kept, at the
locations listed on Schedule 2 hereto.

(b) A true, correct and complete list of all
rall cars subject to the security interest granted
hereunder as of the date hereof is attached hereto
as Schedule 3, and a true, correct and complete list
of all rail cars owned by the Debtor and not subject
to the security interest granted hereunder as of the
date hereof ism attached hereto as Schedule 4.

(¢) The Debtor has, and as to Collateral
acquired after the date hereof will have, good and
marketable title to all of the Collateral, subject
to no lien or encumbrance thereon or security
interest or claim of any third person therein that
affects or could reasonably he expected to affect
the security interest granted hereunder, except for

-3~
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A iliens permitted pursuant to the Credit Agreement.

No effective f£inancing statement or other instrument
similar in effect, other than those relating to
liens permitted pursuant to the Credit Agreement,
covering all or any part of the Collateral is on
file in any recording office except in favor of
Agent relating to this Agreement. The Debtor shall
not sell, assign, transfer or create or suffer to
exist any lien or encumbrance on or security
interest in any Collateral to or in favor of any
person other than pursuant to this Agreement and
other than as permitted pursuant to the Credit
Agreement,

(d) The Debtor will keep the Collateral at all
times insured by such insurance as may from time to
time be required pursuant to the Credit Agreement,

4, Taxes, Repaira. Should the Debtor fail to do so
(except as permitted pursuant to the Credit Agreement) the
Agent may, in its discretion, discharge taxes, charges and
other encumbrances at any time levied or placed on or assessed
with respect to the Present Collateral and, on and after the
Trigger Date, the Future Collateral, make repairs thereof and
pay any necessary filing fees, if the failure to do so could
have 4 material adverse effect on the business, properties,
essets, operation or condition (financial or otherwise) of the
Debtor and its subsidiaries, taken as a whole.  The Debtor
agrees to reimburse the Agent on demand for any and all
expenditures so made and until paid the amount thereof shall be
a debt secured by the Collateral, Neither the Agent nor any
Lender shall have any cbligation to the Debtor to make any such
expenditures, nor shall the making thereof relieve the Debtor
of any default prior to reimbursement by the Debtor to the
Agent in full of any such expaenditures.

5. EBurthar Assurances.

(a) The Dabtor agrees that from time to time, at the
expense of the Debtor, it will promptly execute and deliver all
further inatruments and documents, and take all further action,
that may be necessary or, in the reasonable opinion of the
Agent, desirable in order to perfect and protect the security
interests granted or purported to be granted hereby, except for
the perfecting of the security interests set forth in
Schedule 5 hereto, or to enable the Agent to0 exercise and
enforce its rights and remedies hersunder with respect to any
Collateral. without limiting the generality of the foregoing,
the Dgbtor will execute and £file such financing or continuation
statements, or amendments thereto, and such other instruments
or notices, as may be necessary or, in the reasonable opinion
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of the Agent, desirable in order to perfect and preserve the

'sacurity interests granted or purported to be granted hereby,

except for the perfecting of the security interests set forth
in Scheduls 5 hereto.

(b) The Debtor hereby authorizes the Agent to file
one or more financing or continuation statements, and
amendments thereto, relative to all or any part of the
Collateral without the signature of the Debtor where permitted
by law. A carbon, photographic or other reproduction of this
Agreement or any financing statement covering the Collateral or
any part thereof shall be sufficient as a financing statement
where permitted by law. The Agent agrees that prior to the
Trigger Date, it shall not file any financing statements to
perfact the security interest granted hereby in Future
Collateral, and upon the filing of such financing statements on
the Trigger Date, it shall concurrently give written notice of
such action to the Debtor.

(¢) The Debtor will furnish to the Agent from time
to time statements and schedules further identifying and
describing the Collateral and such other reports in connection
with the Collateral as the Agent may reasonably request, all in
reasonable detail.

(4) The Debtor will not make any change in its
corporate name or conduct its business operations under any
fictitious business name or trade name without giving the Agent

at least 30 days' prior written notice of such changed or new
name.

(e) Except as set forth on Schedule 6 hereto, the
Debtor does not do business under any fictitious business name
or trade name and, except as permitted by Section 4(d), will

not do business under any fictitious business name or trade
name,

(£) Except for (i) with regard to Present
Collateral, the filing or recording of a financing statement
under the Uniform Commercial Code in the office of the
Secretary of Btate of California, Personal Property Security
Act filings, or the equivalent thereof, in Canada, and the
filings required to be made with the Interstate Commerce
Commission, and (ii) with regard to Future Collatersl, the
filing or recording of financing statements under the Uniform
Commercial Code in the offices identified by the Berrower to
the Agent at least twenty (20) days prior to the Trigger Date,
Personal Property Becurity Act filings, or the equivalent
thereof, in Canada and the filings required to be made with the
Interstate Commerce Commission, no authorization, approval or
other action by, and no notice to or f£filing with, any

-
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'qovofhmental authority or regulatory body is required either

(1) for the grant by the Debtor of the security interest
granted hereby or for the execution, delivery or performance of
this Agreement by the Debtor or (2) for the perfection or
enforcement of any of the rights and remedies of the Agent and
the Lenders hereunder; provided that this Section S(f)(ii)
shall not apply with respect to the perfection of the security
interests set forth in Schedule 5 hereto.

(g) This Agreement creates a valid security interest
in so much of the Present Collateral, and on the Trigger Date
will create a valid security interest in so much of the Future
Collateral, as is subject to the Uniform Commerclal Code or to
Title 49 USC Section 11303, securing the payment and
performance of the Obligations, and all applications, £filings
and other actions reasonably necessary to perfect and protect
such security interest and to constitute a first priority
security interest in the Collateral (subject only to the liens
permitted pursuant to the Credit Agreement) have been, with
regard to the Present Collateral, and will be, with regard to
the Future Collateral, duly made or taken, except with respect
to the perfection of the security interests set forth in
Schedule 5 hereto, and the Debtor agrees that the delivery of a
Notice of Borrowing under the Credit Agreement shall conatitute
a representation and warranty by the Debtor that all such
applications, f£filings and other actions have baen, with ragard
to the Present Collateral, and on and after the Trigger Date
will be, with regard to the Future Collateral, duly made or
taken, except with respect toc the perfection of the security
interests set forth in Schedule 5 hereto.

6. Collection of Accounts Receivable. Until the
Agent requests (which request shall not be madas unlegs an Event
of Default shall have occurred and be continuing and, in the
case of Future Collateral, shall not be made until on and after
the Trigger Date) that debtora on accounts receivable of the
Debtor be notified of the security interest granted hereby, the
Debtor shall have no obligation to so notify such debtors.
Until the making of such a request, the Debtor shall, if so
requested by the Agent, which request shall not be made unless
a Default or Event of Default has occurred and is continuing
and, in the case of Future Collateral, shall not be made until
on and after the Trigger Date, hold the proceeds received from
collection as trustee for the Agent and the Lenders without
commingling the same with other funds of the Dabtor and shall
turn the same over to the Agent, or to such bank as may be
approved by the Agent, immediately upon receipt in the
identical form received; provided, however, that the Agent
acknowledges that some of such proceeds may be recsived in a
form which also contains funds belonging to third parties
("Third Party Funds”), and that such proceeds can be so
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commingled with Third Party Funds, so long as such proceeds are
transferred to an agency account under which the Debtor holds
such funds until segregating them and remitting them to the
owners thereof (including the Debtor) in accordance with the
interests ¢f such owners, and 8¢ long as the Agent supervises
the Debtor's handling and allocation of such proceeds. The
Dabtor shall cooperate with the Agent in the establishment of
such agreements with those banks as the Agent may request for
the purpose of better assuring the Agent's and the Lendars'
right to such proceeds. Upon and during the continuance of any
Default or Event of Default under the Credit Agreement and if,
in the case of Future Collateral, the Trigger Date has
occurred, the Debtor shall, at the request of the Agent, notify
the account debtors of the security interest granted hereby in
any Account and that payment thereof is to be made directly to
the Agant and the Agent may itself at any time upon and during
the econtinuance of any Dafault or Event of Default under the
Credit Agreement and if, in the case of Future Collateral, the
Trigger Date has occurred, without notice to or demand upon the
Debtor, 80 notify account debtors., The making of such a
request or the giving of any such notification shall not affect
the duties of the Debtor described above with respect to
proceeds of collection of accounts receivable received by the
Debtor.

7. Cartain Remedies. Upon the occurrence and during
the continuance of an Event of Default under the Credit
Agreement and if, in the case of Puture Collateral, the Trigger
Date has occurred, the Agent may at any time in its discretion
transfer any securities or other property constituting
Collataral into its own name or that of its nominee and receive
the income thereon and hold the same as security for
Obligations or apply it on principal or interest due on
Obligations, Insofar as Collateral ahall consist of accounts,
contract rights, other claims and rights to the payment of
money, insurance policies, instruments, chattel paper, choses
in action or the like, the Agent may, upon and during the
continuance of any Event of Default under the Credit Agreement
and if, in the case of Future Collateral, the Trigger Date has
occurrzed, without notice to or consent of the Borrower,
compromise, adjust, use, sue for, foreclose or realize upon
Collateral as the Agent may determine, and for the purpose of
realiging the Agent's rights therein, the Agent may recelive,
open and dispose of mail addressed to the Debtor and endorse
notes, chacks, drafts, monay orders, documents of title or
other evidences of payment, shipment or storage or any form of
Collateral on bahalf of and in the name of the Debtor. None of
the aforamentioned rights or remedies shall inure to the
benefit of the Agent at any time when an Event of Default is
not continuing or, with respect to Future Collateral, prior to
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the Trigger Date. The powers conferred on the Agent by this
paragraph are solely to protect the interest of the Agent and
the Lenders and shall not impose any duties on the Agent or any
Lender to asxearcise any powers.

8. Dafsult: Remedies. The Debtor may have
posgession and use of the Collateral until the happening of any
avent of default under this Agreement and, in the case of
Future Collateral, until the Trigger Date has occurred,
namely: (a) any repraesantation or warranty of the Debtor in
this Agreement or made to the Agent or the Lenders by the
Dabtor to induce the Agent to enter into this Agreement or to
induce the Lenders to make advances to the Daebtor misstates any
fact or omits any fact necessary to make the facts set forth
herein or therein not misleading as of the date on which such
representation and warranty is made and such misstatement or
omigsion is material to the financial condition of the Debtor
and its Subsidiaries, taken as a whole, or to the validity,
priority, perfection or enforceability of the Lenders' sacurity
interest in the Collateral; (b) loss, theft, damage,
destruction, sale, or encumbrance of or to the Collateral, or
the making of any levy on any part thereof or seizure or
attachment of any part thereof by legal process, if the amount
of such loss, theft, damage, destruction, sale or encumbrance
not covered by insurance does or will materially adversely
affect the business, properties, assets, cperstion or condition
(financial or otherwise) of the Debtor and its Subsidiaries
taken as a whole; (c) the Borrower fails to comply with its
covenant contained in Section 5(a) of this Agreement and such
failure continues for thirty (30) days; (d4) the Borrower fails
to comply with any of its covenants contained in Section 2(e),
Section 3(a), Section 5(c), Section 5(4), Baction 5(e) or
Section 6 of this Agreement and such default continues for five
(5) business Jdays; (e) the Borrower fails to comply with 1its
covenant contained in Section 13 of this Agreement and such
failure continues for one business day; (f) sny Event of
Daefault has occurred and is continuing under the Credit
Agreement, othar than the cross-default contained in
Section 10.01(k) of the Credit Agreement to this 8ection 8;
thereupcon, and as long as such event of default continues, the
Agent shall then have in any jurisdiction where enforcement
hereof is sought, to the fullest extent permitted by law from
time to time, in addition to all other rights and remedies, the
rights and remedies of a saecured party undey the Uniform
Commarcial Code of New York, including without limitation
therqeto the right to take immediate possession of the Present
Collatersl and, on and after the Trigger Date, the Future
Collatersl, and for this purpose the Agent may, so far as
Debtor can give authority therefor, enter upon any premises on
which the Present Collateral and, on and after the Trigger
Date, the Future Collateral, or any part thereof, may be



situated and remove the same therefrom. The Debtor will upon
demand make the Present Collateral and, on and after the
Trigger Date, the Future Collateral avallable to the Agent at a
place and time designated by the Agent which is reasonably
convenient to both parties; provided that the Debtor shall not
be required to violate its covaenant of quiet enjoyment under
its rail car lease agreements. The Agent will give the Debtor
at least twenty days' prior written notice of the time and
place of any public sale of Collateral or of the time after
which any private sale thereof is to be made.

9. Private Sale and Compliance with Law.

(a) Neither Agent nor any Lender shall incur any
liability as a result of the sale of Collateral, or any
part thereof, at any private sale conducted in a commercially
reasonable manner. Debtor hereby waives any claim against
Agent or any Lender arising by reason of the fact that the
price at which Collateral may have baen sold at such a private
sale conducted in a commercially reasonable manner was less
than the price which might have been obtained at a public sale
or was less than the aggregate amount of the Obligations, even
if Agent accepts the first offer received and does not offer
Collateral to more than one offerase.

(b) Debtor agrees that in any sale of any of the
Collateral whenever an Event of Default under the Credit
Agreement shall have occurred and be continuing, Agent is
hereby authorized to comply with any limitation or restriction
in connection with such sale as it.may be advised by counsel is
necessary in order to avoid any violation of applicable law or
in order to obtain any required approval of the sale or of the
purchaser by any governmental regulatory authority or official,
and Debtor further agrees that such compliance shall not result
in such sale being considered or deemad not to have been made
in a commercially reasonable manner, nor shall Agent or any
Lender be liable or accountable to Debtor for any discount
allowed by reason of the fact that such Collateral is sold in
compliance with any such limitation or restriction.

10. Application of Proceeds. All proceeds received
by the Agent in respect of any male of, collection from, or
other realization uypon all or any part of the Collateral shall
beé held by the Agent as Collateral for, and promptly applied in
whole by the Agent against, the Obligations in the following
order of priority:

FIRS8T: To the repayment of the costs and
expenses of such sale, collection or other
reaalization, and all expensaes, liabilities and
advances made or incurred by the Agent in connection
therewith;



. " SECOND: After payment in full of the amounts

specified in the preceding subparagraph, to the payment of
all Obligations in accordance with the Credit Agreement;
and

THIRD: After payment in full of the amounts
specified in the preceding subparagraphs, to the payment
to or upon the order of the Debtor, or to whomsocever may
be lawfully entitled to receive the same or as a court of
competent jurisdiction may direct, of any surplus then
remaining.

11. Agent Appointed Attornev-in-Fact. The Debtor
hereby irrevocably appoints the Agent as the Debtor's
attorney-in-fact, with full authority in the place and stead of
the Debtor and in the name of the Dabtor, the Agent or
otherwisae, from time to time in the Agent's discretion upon the
occurrence and during the continuation of an Event of Default
under the Credit Agreement and, with regard to Future
Collateral, on and after the Trigger Date, to take any action
and to execute any instrument which the Agent may deem
necessary or advisable to accomplish the purposes of this
Agreamant, including, without limitation to file any claims or
take any action or inatitute any proceedings which the Agent
may deem reasonably necessary for the collection of any of the
Collateral or otharwise to enforce the rights of the Agent with
respect to any of the Collateral,

12. Agent's Dutiea. The powers conferred on the
Agent hersunder are solely to protect its and the lLenders'
interest in the Collateral and shall not impose any duty upon
it to eaxercise any such powers. Except for the safe custody of
any Collateral in its possession and the accounting for moneys
actually received by it hereunder, the Agent shall have no Auty
as to any Collateral or as to the taking of any necessary steps
to preserve rights against prior parties or any othar rights
pertaining to any Collateral.

13. Indemnity and Expenses.

(a) The Debtor agrees to indemnify the Agent and
each Lender from and against any and all claima, losses and
liabilities growing out of or resulting from this Agreement
(including, without linmitation, enforcement of this Agreement),
except claims, losses or liabilities resulting fzom the Agent's
or such Lender's gross negligence or willful misconduct.

(b) The Debtor will upon demand pay to the Agent and

the Lenders the amount of any and all reasonable expenses,
including the reasonable fees and disbursements of counsel and

-10-



_of any experts and agents, which the Agent or any Lender may

incur in connection with (i) the administration of this
Agreement, (ii) the custody, preservation, use or operation of,
or the =male of, collection from, or other realization upon, any
of the Collateral, (iii) the exercise or enforcement of any of
the rights of the Agent hereunder or (iv) the failure by the
Debtor to perform or observe any of the provisions hereof.

14. Amendments, Etc, No amendment or waiver of any
provision of this Agreement nor consent to any departure by the
Debtor herefrom shall in any event be effective unless the same
shall be in writing and signed by the Agent, and then such
waiver or consent shall be effective only in the sgpecific
instance and for the specific purpose for which given. None of
the Debtor's rights or obligations or any interest therein

hezeunder may be assigned without the written consent of all
Lendars.

15, Addresses for Notices. All notices and other
communications provided for hereunder shall be given as
provided in Section 13.05 of the Credit Agraaement,

16. gContinuing Security Interest. This Agreement
shall create a continuing security interest in the Present
Collateral, and, on and after the Trigger Date, the Future
Collateral, and shall (i) remain in full force and effect until
paymeant and performance in full of the Obligations (or 91 days
after payment and performance in full of the Obligations solely
if the Agent has, {n good faith based upon an opinion of
Agent's counsel, reasonable causs to believe that such payment
will constitute a voidable preference under federal bankruptcy
law and no reasonable defense to such preference exists, unless
Debtor makes such payment from funds borrowed or procured from
any source other than an affiliate of Debtor with any express
condition that such funds or a portion thereof be used to pay
the Obligations) and the cancellation or terminatien of the
Tranche A Commitments and the Tranche B Commitments, as defined
in the Credit Agreement, (ii) be binding upon the Debtor, its
successors and assigns and (iii) inure to tha benefit of the
Agent and the Lenders and their successors, transferees and
assigns. Upon the payment in full of the Obligations {(or S1
days after payment and performance in full of the Obligations
solely if the Agent has, in good faith basad upon an opinion of
Agent's counsel, raeasonable cause to believe that such payment
will constitute a voidable preference under federal bankruptcy
law and no reasonable defensa t¢ such preference exists, unless
Debtor makes such payment from funds borrowed or procured from
any source other than an affiliate of Debtor with any express
condition that such funds or a portion thereof be used to pay
the Obligations) and the cancellation or termination of the
Tranche A Commitments and the Tranche B Commitments, as dafined
in the Credit Agreement, the security interest granted hereby
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“shall terminate and all rights to the Collateral shall revert
to the Debter., Upon any such termination, the Agent will, at
the Debtor's expense, execute and deliver to the Debtor such
documents as the Debtor shall reasonably request to evidence
such termination.

17. Governing Law: Terms. This Agreement shall be
governed by and construed in accordance with the laws of the

State of New York, without regard to conflict of laws
principles, except to the extent that the validity or
perfection of the security intarest hereunder, or remedies
hereunder, in respect of any particular Collateral are governed
by the laws of a jurisdiction other than the State of

New York. Unless otherwise defined herein, terms used in the

Uniform Commercial Code in effect in the State of New York are
used harein as therein defined.

18. Copsent to Jurisdiction and Service of Process:
Wajver of Jury Trial. All judicial proceedings brought against
Daebtor arising out of or relating to this Agreement may be
brought in any state or federal court of competent jurisdiction
in the State of New York and by execution and delivery of this
Agreement Debtor accepts for itself and in connection with its
properties, generally and unconditionally, the nonexclusive
jurisdiction of the aforesaid courts and waives any objection
to venue and any defense of forum non ¢onveniens, and
irrevocably agrees to be bound by any judgment rendered thereby
in connection with this Agreement. All parties to this
Agreement irrevocably waive all zight to trial by juzy in any
judicial proceeding arising out of or relating to this
Agreement. Debtor designates and appoints CT Corporation
System and such other persons as may hereafter be selected by
Debtor irrevocably agreeing in writing to so serve, as its
agent to receive on its bahalf service of all process in any
such proceedings in any such court, such service being hereby
acknowledged by Debtor to be effactive and binding service in
every respect. A copy of any such proceas so sarved shall be
mailed by registered mail to Debtor at its address provided in
the Credit Agreement, except that unless otherwiase provided by
applicable law, any failure to mail such copy shall not affect
the validity of sexvice of process. If any agent appointed by
Debtor refuses to accept service, Dabtor hereby agrees that
service upon it by mail shall constitute sufficient notice.
Nothing hexein shall affect the right to service of process in
any other manner permitted by law or shall limit the right of

Agent or Lender to bring proceedings against Debtor in the
courts of any other jurisdiction.

IN WITNESS WHEREQF, the Debtor has executed this
~12-
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Agreement this A day of December, 1989.

ITEL RAIL CORPORATION

I;ts %'Ce Phoes oot = FiNance

ATTEST

oo el g (A~

Its Secretary

STATE OF 44 )

)S8S.
COUNTY OF <2F )

The foregoing instrument was acknowledged before me
this /82 /82 day of December, 1989, by Kubeer C. Kiehwvls, _U.P. ,
and Houaed 4. <hasnep Secretary, of Itel Rail Corporatlon, a
Delaware corporation.

Witness my hand and official seal.

L Gt

NOTARY PUBLIC

OFFICIALASEAL
: PATRICIA M Q'GRADY
M . . R . - 2 g - 90 1] NOTARY PUBLIC - CALIFORNIA
Y commlssion explres: CITY AND COUNTY OF SAN FRANCISCO
RS My Comm Expires Apnl 20, 1990

AT

~-13-



CHEMICAL BANK

By:C’(‘M /

Its Managing Director /

STATE OF Moo Yo [< )

) SS.
COUNTY OF Meo Yo K )

7The foregoing instrument was acknowledged before me
this = day of December, 1989, by Christopher C. Wardell,
Vice President of Chemical Bank.

Witness my hand and official seal.

NOTKRY PUBLIC

My commission expires: //3/ Z/'?/
PEHNY DRAPKIN
Netary Pub' ¢, Sta*e of New York
Mo 01.46G45044
Quetad m Nassau County (
Commisston Expues Janusry 27,19 |,




Schedule I

To Security Agreement

Finance Lease Receivables

Constituting Present Collateral

1) Except as noted below the original lessor is United States
Railway Leasing Company.

2) Listed here are the lot numbers, date of
leasee name.

Lot #

1286-00

1286-01

1286-02

(Notified of Merger with

1340-00

1340-02

1354-00
1354-01

1355-00

1380-00

1393-01

Date

12-23-74

12-23-74

03-18-74

06-05-74
06-05-74

01-30-85

06-01-74
06-01-74

01-01-76

02-20-75

05-07-75

Lessee Name

Chicago, Milwaukee, St. Paul
& Pacific Railroad Company

Chicago, Milwaukee, St. Paul
& Pacific Railroad Company

Chicago, Milwaukee, St. Paul
& Pacific Railroad Company

Soo Line as of 01-01-86).
Multnomah Plywood Corporation
Multnomah Plywood Corporation
amended Evans Railcar Leasing
Company, formerly known as
USRwyLsg.

Raritan River Railroad Company

Raritan River Railroad Company

Chicago, Milwaukee, St. Paul
& Pacific Railroad Company

Ponderosa Moldings, Inc.

Plywood Marketing Associates

the document and

Exceptions to the above are also noted:

Amount of Finance Lease
Receivables as of

December 31, 1989

$ 135,683.13

55,871.58

467,185.09

473,137.47

887,937.03
55,138.35

8,658.92



Amount of Finance Lease
Receivables as of

Lot # Date Lessee Name December 31, 1989
1393-03 05-07-75 Plywood Marketing Associates 299,363.22
06-25-86 amended Evans Railcar Leasing,

formerly known as USRwylsg.
1405-00 10-31-75 Jeld-Wen, Inc. 136,170.90
1411-00 02-17-76 Astoria Plywood Corporation 169,967.59
1416-00 04~05-76 Chicago & North Western

Transportation Company 198,399.12
1421-00 09-30-76 Plywood Marketing Associates 8,729.44
1447-00 07-28-76 Multnomah Plywood Corporation 71,426.84
1544-00 10-24-77 Jeld-Wen, Inc. 309,806.55
1618-00 01-19-78 PMA Transportation Co. 299,086.14
1680-00 11-14-78 Multnomah Plywood Corporation 64,474.13
1722-00 11-14-78 Multnomah Plywood Corporation 69,005.26
1802-01 08-22-79 Union Chemicals Division,

Union 0il Company of California 458,465.40
1828-00 02-19-80 Mountain Pine Lumber, Ltd. 92,221.29
1828-01 02-19-80 Mountain Pine Lumber, Ltd. 195,970.58
1828-02 02-19-80 Mountain Pine Lumber, Ltd. 207,497.92
1876-00 02-19-80 Mountain Pine Lumber, Ltd. 48,536.28
1876-01 02-19-80 Mountain Pine Lumber, Ltd. 24,286.77
1876-02 02-19-80 Mountain Pine Lumber, Ltd. 49,561.99
The following four Lot numbers are made with Evans Railcar Leasing Company as
Lessor:
1959-00 12-14-81 South East Coal Company 6,301,430.05



~)

Lot #
1959-01
1959-03

2117-01

Date
12-14-81
12-14-81

06-17-85

Amount of Finance Lease
Receivables as of

Lessee Name December 31, 1989
South East Coal Company 5,354,832.55
South East Coal Company 601,366.98
Iowa Interstate Railroad Company 163,533.17
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Schedule 2

rit

men

Collateral Locations

Headgquarters

55 Francisco Street, 5th Floor
San Francisco, California 94133

Regional Offices

1101 30th Street, N.W., Suite 202
Washington, DC 20007

1100 Circle 75 Parkway, Suite 800
Atlanta, Georgia 30339

200 South Michigan Avenue
Chicago, Illinois 60604

12900 Whitewater Drive, 2nd Floor
Minnetonka, Minnesota 55343

Northbrook Corporate Center
1210 Northbrook Drive, Suite 135
Trevose, Pennsylvania 19047

500 East Border Street, Suite 700
Arlington, Texas 76010

Northchase Center

14550 Torrey Chase Boulevard, Suite 350

Houston, Texas 77014

Maintenance Shops

1430 Taylor Road
Dothan, Alabama 36301

276 Stilesboro Road
Cartersville, Georgia 30120

9th Avenue & South 21st Street
Council Bluffs, Iowa 51502

2601 N. Hoover Road
Junction City, Kansas 66441

(P.0. Box 302)
(Taylorsville, Georgia

30178)



£o]

303-Z South 5th Street
Springfield, Oregon 97477

2313 Cannon Street
Danville, Illinois 61832

407 West Brentwood
Channelview, Texas 77530
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Schedule 3
to Security Agreement

Rail Cars Subject to Lien as of
December 21, 1989

SEE ATTACHED SCHEDULE



Schedule 4
to Security Adreement
Rail Cars Not Subject to lLien as of December 21, 1989

SEE ATTACHED SCHEDULE



Schedule 5
to Security Agreement

Unperfected Liens

Any security interest in any Collateral that cannot be
perfected solely by a filing pursuant to the Uniform
Commercial Code or by a filing pursuant to 49 USC,

Section 11303; provided, however, that the Debtor shall,
upon the request of the Agent, use reasonable efforts to
grant a perfected security interest in any material
patents, trademarks or tradenames held by the Debtor or any
of its subsidiaries, unless the granting of any such
perfected security interest is prohibited under any license
or agreement affecting the Debtor or any of its
subsidiaries which is in existence on December 21, 1989.

No security interest in the chattel paper of the Debtor or
its subsidiaries or negotiable documents held by the Debtor
or its subsidiaries shall be perfected other than by
Uniform Commercial Code filings made in accordance with
this Agreement.

Up to 1,000 railcars leased to FDN (Mexican national
railway) and located in Mexico.



Schedule 6
to Security Agreement

Fictitious Business Names and Trade Names

Itel Rail

Itel Rail Corporation
Itel/Pullman

Pullman Leasing Company

Pullman Transport Leasing Company
Itel Railcar Services Group

Itel Railcar Corporation



Schedule 1
to Security Agreement

Finance Lease Receivables
Constituting Present Collateral

1)Except as noted below the original lessor is United States Railway
leasing Company.

2)Listed here are the lot numbers, date of the document and lessee
name. Exceptions to the above are also noted:
Amt of Finance Leasc
Lot Date Lessee Nanme Receivables as of
= December 31, 19€9

1286-00 12-23-74 Chicago, Milwaukee, St. Paul
& Pacific Railroad Company

1286-01 12~23-74 Chicago, Milwaukee, St. Paul
& Pacific Railroad Company

1286-02 03-18-74 Chicago, Milwaukee, St. Paul
& Pacific Railroad Company v

(Notified of Merger with Soo Line as of 01-01-86.)

1340-00 06/05/74 Multnomah Plywood Corporation $135,688.13
1340-02 06/05/74 Multnomah Plywood Corporation 55,871.58
01-30-85 amended Evans Railcar lLeasing
Company, formerly known as
USRwyLsg.
1354-00 06-01-74 Raritan River Railroad Company 467,185,009
1354-01 06-01-74 Raritan River Railroad Company 473,137.47
1355-00 01-01-76 Chicago, Milwaukee, St. Paul
& Pacific Railroad Company 887,937.03
1380-00 02-20~75 Ponderosa Moldings, Inc. 55,138.35
1393-01 05-07-75 Plywood Marketing Associates 8,658.92
1393-03 05-07-75 Plywood Marketing Associates 299,363.22
06-25-86 amended Evans Railcar Leasing,
formerly known as USRwyLsg.
1405-00 10-31-75 Jeld-Wen, Inc. 136,170.90
1411-00 02-17-76 Astoria Plywood Corporation 169,967.59
1416-00 04-05-76 Chicago & North Western 198,399.12

Transportation Company
1421-00 09-30-76 Plywood Marketing Associates 8,729.44

1447-00 07-28-76 Multnomah Plywood Corporation 71,426.84



1544-00
1618-00
1680-00
1722-00

1802-01

1828-00

1828-01

1828-02

1876-00

1876-01

1876-02

10-24-77
01-19-78
11-14-78
11-14-78

08-22-79

02-19-80

02-19-80

02-19-80

02-19-80

02-19-80

02-19-80

Jeld-Wwen, Inc.

PMA Transportation Co.
Multnomah Plywood Corporation
Multnomah Plywood Corporation

Union Chemicals Division,
Union 0il Company of California

Mountain Pine Lumber, Ltd.
Mountain Pine Lumber, Ltd.
Mountain Pine Lumber, Ltd.
Mountain Pine Lumber, Ltd.
Mountain Pine Lumber, Ltd.

Mountnain Pine Lumber, Ltd.

309,806.55
299,086.14
64,474.13
69,005.26

458,465.40

92,221.29
195,970.58
207,497.92

48,536.28

24,286.77

48,561.99

The following four Lot numbers are made with Evans Railcar leasing Company

as Lessor:

1959-00

1959-01

1959-03

2117-01

12-14-81

12-14-81

12-14-81

06-17-85

South East Coal Company
South East Coal Company

South East Coal Company

Iowa Interstate Railroad Company

6,301,430.05
5,354,832.55
601,366.98

163,533.17



Schedule 2
to Security Agreement

Collateral Locations

Headguarters

55 Francisco Street, 5th Floor
San Francisco, California 94133

Regional Offices

1101 30th Street, N.W., Suite 202
Washington, DC 20007

1100 Circle 75 Parkway, Suite 800
Atlanta, Georgia 30339

200 South Michigan Avenue
Chicago, Illinocis 60604

12900 Whitewater Drive, 2nd Floor
Minnetonka, Minnesota 55343

Northbrook Corporate Center
1210 Northbrook Drive, Suite 135
Trevose, Pennsylvania 19047

500 East Border Street, Suite 700
Arlington, Texas 76010

Northchase Center

14550 Torrey Chase Boulevard, Suite 350
Houston, Texas 77014

Maintenance Shops

1430 Taylor Road
Dothan, Alabama 36301

276 Stilesboro Road (P.O. Box 302)
Cartersville, Georgia 30120 (Taylorsville, Georgia

9th Avenue & South 21st Street
Council Bluffs, Iowa 51502

2601 N. Hoover Road
Junction City, Kansas 66441

~18-

30178)



303-Z2 South 5th Street
Springfield, Oregon 97477

2313 Cannon Street
Danville, Illinois 61832

407 West Brentwood
Channelview, Texas 77530
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