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On behalf of The Philadelphia Saving Fund Society,
submit for filing and recording under 49 U.S.C. §11303(a) and .
the regulatlons promulgated thereunder, the enclosed executed’

counterparts of a Security Agreement, dated September 27, 1985,
a primary document. -

I

That parties to the enclosed Security Agreement are:

The Philadelphia Saving Fund Society - Secured Party
1234 Market Street ‘

Philadelphia, Pennsylvania 19107

TXL Properties Limited 85-103 - Debtor
- Suite 3800, One Embarcadero Center
San Francisco, California 94111

The Security Agreement secures a loan from The Phila-
delphia Saving Fund Society to TXL Properties Limited 85-103
encumbering all of the interest of TXL Properties in the Railroad
Equipment, which covers 220 gondola cars identified by Chicago,
Milwaukee, St. Paul and Pacific Railroad Company numbers 81000
through 81194, both inclusive, and 92100 through 92124, both

inclusive, and as the 45 of the units in the series between num-
bers MILW 8100vand 81194, identified also as MILW 92130 through
O
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92159 and MILW 92165 through 92179. It also constitutes an
assignment of the Lease of Railroad Equipment dated as of
December 1, 1975, between Schoenfeld Investment Corporation,
lessor, and Chicago, Milwaukee, St. Paul and Pacific Railroad
Company, lessee, recorded under ICC recordation number 8168B.

_ Please cross-index the enclosed Security Agreement
against recordation number 8168-H.

Enclosed is a check in the amouﬁt of $20.00 in payment
of the recordation fee ($10,00) and the cross4indexing fee ($10.00).

A short summary of the document to appear in the
Index is as follows:

"Security Agreement for the benefit of the
Philadelphia Saving Fund Society from TXL
Properties Limited 85-103 of its interest in
220 Railroad cars and in a lease of such
equlpment "

- Once the filing has been made, pleasefréturn to the
bearer the stamped counterpart(s) not reguired for filing pur-
poses, together with the fee receipt, and the letter from the
Interstate Commerce Commission acknowledglng the flllng.

‘Very truly yours,
Michael B. Jordan

MBJ:mak
Enclosures

HAND DELIVER
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SECURITY AGREEMENT
dated September 27, 1985
between
TXL PROPERTIES LIMITED 85-103
Debtor
and
THE PHILADELPHIA SAVING FUND SOCIETY

Secured Party
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SECURITY AGREEMENT dated September 27, 1985,
between TXL PROPERTIES LIMITED 85-103, a California corporation
(the "Company"), as debtor, and THE PHILADELPHIA SAVING FUND
SOCIETY, as secured party ("Secured Party").

Preliminary Statement

Certain terms used in this Agreement and not else~
where defined are defined in Article V.

Schoenfeld Investment Company (the "Seller") is
the owner of the 220 low side gondolas (the "Equipment")
identified in Exhibit 1. The Seller leases the Equipment to
the Chicago, Milwaukee, St. Paul and Pacific Railroad Company,
now known as The Milwaukee Road, Inc. (the "Lessee"), pursuant
to a lease of railroad equipment dated as of December 1,
1975 (the "Lease"), between the Seller and the Lessee. The
term of the Lease expires December 31, 19B7. The Lease
provides that the Lessee has an option (the "Purchase Option")
to purchase the Equipment from the Seller on December 31,
1987, for a price equal to the then fair market value thereof,
as determined in accordance with the Lease. The Lease also
provides that the Lessee has an option (the "Renewal Option")
to renew the Lease for a term of five vears, expiring December
31, 1992, for a rental equal to the then fair market rental
value thereof, as determined in accordance with the Lease.
Seattle-First National Bank, as agent (the "Agent"), holds a
security interest in the Egquipment as security for repayment
of certain conditional sale indebtedness (the "Conditional
Sale Indebtedness") incurred by the Seller in connection
with its purchase of the Equipment. The Conditional Sale
Indebtedness will be amortized from rental payments under
the Lease, so that upon the final payment of rent under the
Lease on December 31, 1987, the Conditicnal Sale Indebtedness
will be fully repaid and the Agent's security interest in
the Equipment will be discharged.

The Seller and the Company have entered into an
agreement for the purchase and sale of gondolas and assignment
of lease dated as of September 15, 1985 (the "Purchase
Agreement"), in which the Seller agrees to sell the Equipment
and assign the Lease to the Company and the Company agrees
to purchase the Equipment and the Lease from the Seller and
to assume the Conditional Sale Indebtedness. The closing
under the Purchase Agreement is to occur simultaneocusly with
the execution of this Agreement.

LY
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At the Company's request and expense, Internation-
al Capital Equipment Limited ("ICE") has executed and de-
livered to the Company an equipment purchase agreement (num-
ber 1507584) dated September 23, 1985 (the "Equipment
Purchase Agreement"), by which ICE has agreed, among other
things, to purchase the Equipment upon the maturity of the
Note for an amount egual to $1,650,000, or, if the Lessee
exercises the Renewal Option, to purchase the Equipment
after the expiration of the renewal term for an amount equal
to $750,000, (or, in either case, a proportiocnately reduced
amount if any of the Equipment shall have suffered a Casualty
Occurrence, as defined in Section 9, of the Lease. The
Travelers Indemnity Company ("Travelers") has confirmed that
the Equipment Purchase Agreement is covered by Equipment
Purchase Agreement Insurance Policy No. T-GLM-189T581-0-83
(the "Travelers Policy") issued by Travelers to ICE insuring
the payment when due of all amounts required to be paid
under the Egquipment Purchase Agreement.

The purchase price payable by the Company under
the Purchase Agreement is payable on the date of this Agree-
ment. To provide funds with which to pay such purchase
price, the Company has today issued and sold the Note to the
Secured Party.

The Company is entering into this Agreement for
good and valuable consideration the receipt and sufficiency
of which is hereby acknowledged, and intending to be legally
bound. '

Granting Clause

As security for the payment of the Note and any
Renewal Note issued under Article VII and the performance of
all its obligations hereunder and under the Note Agreement,
the Company hereby grants to the Secured Party a security
interest in the Purchase Agreement, the Equipment Purchase
Agreement, the Travelers Policy, (collectively, the "Purchase
Documents"), the Equipment, the Lease, all rentals and other
sums payable under the Lease by the Lessee, and all proceeds
of the foregoing property.

Nothing in this Agreement shall impose upon the
Secured Party, or relieve the Company of, any cbligation of
the Company under any of the Purchase Documents or the
Lease.
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ARTICLE I

Particular Covenants of The Company

SECTION 1.01l. Warranty of Title. The Company
hereby represents and warrants that the Purchase Documents
are in full force and effect and warrants that (i) its
right, title and interest in, and to, the Collateral are
free and clear of all liens, charges and other encumbrances
except Permitted Encumbrances, (ii) this Agreement creates
a valid lien on the Company's rights in, and to, the Collateral,
subject only to Permitted Encumbrances, and (iil) the unpaid
principal amount of the Conditional Sale Indebtedness does
not exceed $1,412,931.27. Until payment in full of the
Note and any Renewal Note and all of its other obligations
secured hereby, the Company will warrant and defend its
interest in, and to, the Collateral against the claims and
demands of all persons and will maintain the security interest
created under this Agreement. The Company has full power
and lawful authority to grant the security interests granted
by this Agreement. ‘ ‘

SECTION 1.02. Protection of Collateral. The Com-
pany will from time to time execute and deliver all such '
supplements and amendments hereto and all such financing
statements and continuation statements, and will take such
other action, as the Secured Party reasonably requests and
deems necessary or advisable to maintain or preserve the
validity and perfection of the security interest created by
this Agreement or to carry out more effectively the purposes
hereof, or preserve and defend the Company's interest in and
to the Collateral and the rights of the Secured Party there-
in against the claims of all persons and parties.

SECTION 1.03. Performance of Obligations. The
Company will punctually perform and observe all of its
obligations and agreements contained in each of the Purchase
Documents and the Lease and required by the terms of the
Conditional Sale Indebtedness. The Company will notify the
Secured Party of any default by any person under any of the
Purchase Documents or under the Lease promptly after obtaining
actual knowledge thereof.

SECTION 1.04. Negative Covenants. The Company
will not:

(a) sell, lease, transfer, exchange or oth-
erwise dispose of any of the Collateral;
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(b) take or permit any action which would
result in an Event of Default under subsection (4)
or (e) of Section 4.01;

{(c) claim any credit on, or make any deduc-
tion from, the principal or interest payable on
the Note by reason of the payment of any taxes
levied or assessed upon any of the Collateral; or

{d) engage in any business activity other
than its ownership of the rights granted to it
under the Purchase Agreement, its ownership of the
Equipment and its leasing therecof to the Lessee
pursuant to the Lease, and other activities inci-
dental to the transaction contemplated hereby and
thereby.

SECTION 1.05. Payment of Taxes. The Company will
pay or cause to be paid all taxes (including income, fran-
chise and gross receipts taxes) which are at any time or
from time to time levied upon or assessed against the Compa=
ny. The foregoing sentence shall not prevent the Company
from contesting any such tax by appropriate Proceedings so
long as {a) such Proceedings shall suspend the collection
thereof, (b) no part of the Collateral would be subject to
sale, forfeiture or diminution and (c¢) the Company shall
have furnished such security as may be regquired in the Pro-
ceedings or reasonably requested by the Secured Party. The
Company will conduct such contests in good faith and with
due diligence and will, promptly after the final determina-
tion of each such contest, pay all amounts which shall be
determined to be payable in respect thereof.

SECTION 1.06. Casualty Insurance. The Company
will obtain and maintain at is expense a policy of insurance
(the "Casualty Policy") issued by American Home Assurance
Company, or another carrier acceptable to the Secured Party,
insuring the Equipment against such hazards as the Secured
Party shall require, with provisions satisfactory to the
Secured Party under which all loss shall be pavable directly
to the Secured Party, under which the Casualty Policy will
not expire or be cancelled as to the Secured Party without
30 days' written notice to the Secured Party from the insurer,
and under which violation of any term or condition of the
Casualty Policy by any party other than the Secured Party
will not affect the insurer's obligation to pay loss to the
Secured Party. The Casualty Policy shall be in an amount
with respect to each item of the Equipment sufficient to pay
the amount by which (1) the amount of the prepayment required
to be made by Section 3.01 in the event of a Casualty Occurrence
with respect to such item of the Ecuipment exceeds (2) the
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amount required to be paid by the Lessee under Section 9
of the Lease in consequence of a Casualty Occurrence with
respect to such item of the Equipment.

SECTION 1.07. Assignment of Rights under Purchase
Documents and Lease. (a) Confirmatory of the security
interest herein granted in the Purchase Documents and in the
Lease, the Company hereby irrevocably assigns and transfers
to the Secured Party, subject to the provisions of this
Agreement, as security for the payment of all amounts payable
under or in respect of the Note, any Renewal Note, and this
Agreement, and as security for compliance with the provisions
hereof and thereof, all of its estate, right, title, interest,
claim and demand in, to and under the Purchase Documents and
the Lease, including (1) the right to claim, demand, receive,
and receipt for all moneys from time to time payable to or
receivable by the Company under the Purchase Documents and
the Lease (said sums being herein called the "Moneys"),
subject to the Agent's prior right to receive Moneys payable
by the Lessee under the Lease until the discharge of the
Conditional Sale Indebtedness, and payment by the Lessee to
the Seller as the Company's subrogee and (2) all powers,
rights, and privileges of the Company (including the right
to give or withhold consents) under, and to enforce, the
Purchase Documents and the Lease. 8o long as no Default or
Event of Default shall have occurred, the Company shall be
entitled to exercise all of its rights under the Purchase
Documents and the Lease, (A) except the right to receive
Moneys that become payable under the Purchase Documents or
the Lease, other than indemnity or reimbursement payments
made by the Lessee to the Company under the Lease, (B)
except to the extent such exercise would violate any provision
of this Agreement, and (C) except as provided in subsection
(b). Upon the occurrence of a Default or Event of Default
under this Agreement, the Company shall have no further
rights under the Purchase Documents or the Lease (except to
receive copies of all notices given and received thereunder)
until the termination of this Agreement as provided herein,
whereupon all rights granted hereunder to the Secured Party
shall terminate and revert to the Company. The obligations
cf the Company, however, owing to any party under the Purchase
Documents or the Lease shall continue to be owing to such
party by the Company notwithstanding this Agreement or any
Event of Default or any enforcement Proceedings hereunder.

(b) Whether or not a Default or Event of Default
- shall have occurred, the Company will not, without the prior
written consent of the Secured Party =--
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(1) agree tc any amendment of, or waive any right
or grant any indulgence under, any of the Purchase
Documents or the Lease;

(2) agree with the Lessee upon a purchase price
for the Locomotives in connection with the Lessee's
exercise of the Purchase Option unless (A) the amount
payable by the Lessee is at least equal toc the unpaid
principal of and interest on the Note at its maturity,
or (B) ICE shall have approved the purchase price in
advance by a written instrument, in form and substance
satisfactory to the Secured Party, delivered to and
received by the Secured Party:;

(3) agree with the Lessee upon the rent to be
paid by the Lessee during the renewal term upon the
Lessee's exercise of the Renewal Option; or

(4) designate an appraiser for the purpose of
determining the fair market value or fair market rental
of the Locomotives in connection with the Lessee's
exercise of the Purchase Option or the Renewal Option
unless, in the case of the Purchase Option, ICE shall
have approved the appraiser in advance by a written
instrument, in form and substance satisfactory to the
Secured Party, delivered to and received by the Secured
Party.

ARTICLE II

Possession, Use and Transfer

SECTION 2.01. Collection of Moneys. Until the
Conditional Sale Indebtedness shall have been discharged,
the Secured Party shall have the right to receive directly
from the Agent all Moneys which the Agent otherwise would be
required to remit to the Company. The Secured Party shall
apply such Moneys upon receipt to the payment of any amount
which shall then be due under the Note or this Agreement.
Except as provided in the first sentence of this Section, if
the Renewal Note shall have been issued to the Secured
Party, the Secured Party may demand payment or delivery of
and shall receive and collect all Moneys and other property
otherwise payable to or receivable by the Company pursuant
to any Purchase Document or the Lease. The Secured Party
shall hold all such Moneys and property received by it as
part of the Collateral, and shall apply it as provided in
this Agreement. If any default occurs in the making of any
payment or performance under any Purchase Document or the
Lease, the Secured Party may take such action as it shall
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have power to take and as may be appropriate to enforce such
payment or performance, including the institution and prose-
cution of appropriate Proceedings. Any such action shall be
without prejudice to any right to claim a Default or Event
of Default under this Agreement and to proceed thereafter as
provided in Article IV.

SECTION 2.02. Transfer of Collateral. So long as
the Note is outstanding, the Company will not sell, dispose
of, encumber or otherwise transfer the Collateral or any
part thereof or interest therein except with the written
consent of the Secured Party.

SECTION 2.03. The Equipment. The Company will
maintain the Equipment in good condition and repair and in
conformity with the requirements of the Eguipment Purchase
Agreement. If the Renewal Option is exercised and the
Renewal Note is issued, during the renewal term of the Lease
the Company will maintain insurance on the Equipment (in
lieu of that regquired by Section 1.06) which complies with
the requirements of Section 1.06, except that the amcunt of
such insurance shall not be less than the unpaid principal
balance of the Renewal Note.

ARTICLE III

Application of Moneys; Prepayment

SECTION 3.01. Casualty and Condemnation. (a) If
any item of the Equipment shall suffer a Casualty Occurrence,
the Company shall make a prepayment on account of the Note
or the Renewal Note, as the case may be, in an amount which
bears to the original principal amount of the Note or the
Renewal Note, as the case may be, the same proportion as the
portion of the purchase price under the Equipment Purchase
Agreement allocated to that item of the Equipment (determined
by reference to the attachment to Part II, Item 2, of the
Equipment Purchase Agreement) bears to the total purchase
price under the Equipment Purchase Agreement (determined
without regard to paragraph 2 of the Amendment to the Equip-
ment Purchase Agreement).

(b) All amounts received by the Secured Party in
‘consequence of a Casualty Occurrence from the Lessee under
the Lease, from the insurer under the Casualty Policy, or
from any other insurer shall be applied to the prepayment
required by subsection (a), and the balance, if any, shall
be applied to repay any interest accrued and unpaid under
the Note or the Renewal Note, as the case may be. Any
balance remaining after such application shall be held as
provided in Section 3.03.
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SECTION 3.02. Prepayment in General. The Note
may be prepaid only to the extent expressly permitted by

Section 3.01.

SECTION 3.03. Payments under the Purchase Docu-
ments. Except as provided in Section 3.01, all Moneys re-
ceived by the Secured Party under any of the Purchase Docu-
ments shall be held by the Secured Party until the maturity
of the Note, shall be part of the Collateral, and shall be
applied at maturity to the payment of the Note and of all
other obligations of the Company hereunder. Pending such
application, all such Moneys shall be invested in time -
deposits of the Secured Party, or of a banking or savings
institution organized under the laws of the United State or
a state thereof, and acceptable to the Company and the
Secured Party. Upon final discharge of this Agreement under
Section 6.01, any Moneys remaining in the Secured Party's
possession shall be remitted to or on the order of the
Company.

ARTICLE IV

Events of Default and Remedies

SECTION 4.01. Events of Default. Any of the fol-
lowing occurrences or acts shall constitute an Event of De-
fault under this Agreement:

{a) If default shall be made in the payment
of any principal of or interest on the Note or the
Renewal Note when and as the same shall become
payable, whether at maturity or by acceleration or
as part of any prepayment or otherwise.

(b) If there shall be default in the due
observance of any provision of Section 1.04 here-~
of; or

(c) If there shall be default in the due
observance or performance of any other provision
of this Agreement, and such default shall have
continued for a period of 20 days after written
notice thereof shall have been given to the Compa-~
ny by the Secured Party; or

(d) If any of the Purchase Documents or the
Lease shall be amended, hypothecated, subordinated,
terminated or discharged or if any person shall be
released from any of its covenants or obligations
under any of the Purchase Documents or the Lease,
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in each case except to the extent that the same
shall be caused by, or shall occur with the express
written consent of, the Secured Party; or

{e) If any lien, charge, security interest,
mortgage, pledge or other encumbrance shall be
created on, or extend to or otherwise arise upon
or burden the Collateral or any part thereof or
any interest therein or the revenues, rents, is-
sues or profits thereof, other than Permitted En-
cumbrances; or

(f) If any representation or warranty of the
Company made in this Agreement, in the Note Agree=
ment, or in any certificate or other writing de-
livered pursuant hereto or thereto, shall prove to
be incorrect in any material respect as of the
time when the same shall have been made; or

(g) 1If any party to any of the Purchase Doc-
uments or the Lease shall fail to perform any of
its obligations thereunder; or

(h) If the Company or Travelers shall file
a petition in bankruptcy or for reorganization or
for an arrangement or any composition, readjust-
ment, ligquidation, dissolution or similar relief
pursuant to the Bankruptcy Code or under any
similar present or future federal or state law or
shall be adjudicated a bankrupt; or

(i) If a petition or answer shall be filed
proposing the adjudication of the Company or
Travelers as a bankrupt or its reorganization or
arrangement, or any composition, readjustment,
liquidation, dissolution or similar relief with
respect to it pursuant to the Bankruptcy Code or
any similar present or future federal or state
law, and the respondent shall consent to the
filing thereof, or an order for relief or similar
order shall be entered in the proceeding, or such
petition or answer shall not be discharged or
denied within 30 days after the filing thereof; or

(i) If a receiver, trustee or liquidator (or
other similar official) of the Company or Travelers,
or of all or substantially all of the assets of
the Company or Travelers or of the Collateral or
any portion thereof shall be appointed and shall
not be discharged within 30 days thereafter,



092485 MBJ

or if the Company or Travelers shall consent to or
acquiesce in such appointment.

SECTION 4.02. Remedies. If an Event of Default
shall have occurred and be continuing, the Secured Party may
do one or more of the following: ’

(a) give notice to the Company declaring the
entire unpaid principal amount of the Note or the
Renewal Note, as the case may be, together with
all accrued interest and other sums then owing
under this Agreement, to be forthwith pavyable, and
demanding that the same be paid, and thereupon all
such amounts shall be forthwith pavable, together
with all costs and expenses of collection, notwith-
standing any contrary provision contained in this
Agreement, the Note, or the Renewal Note but
subject to the terms of Section 9.01;

(b) institute Proceedings for the collection
of all amounts then payable on the Note or the
Renewal Note or under this Agreement, whether by
declaration or otherwise, enforce any judgment
obtained, and collect moneys adjudged due from the
Collateral; :

(c) collect from any party obligated on any
of the Collateral all amounts that become payable
thereunder;

(d) sell the Collateral or any portion
thereof or rights or interest therein, at one or
more public or private sales called and conducted
in any manner permitted by law;

(e) institute Proceedings from time to time
for the complete or partial foreclosure of this
Agreement;

(f) take any other appropriate action to
protect and enforce the rights and remedies of the
Secured Party hereunder, or under or in respect of
any of the Purchase Documents, or otherwise; and

(g) exercise all the rights and remedies
provided to a secured party by the Uniform Commercial
Code with respect to all parts of the Collateral
which are governed by the Uniform Commercial Code.

-10-
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SECTION 4.03. Sale of Collateral. {a) The power
to effect any sale of the Collateral shall not be exhausted
by any one or more sales as to any portion of the Collateral
remaining unsold, but shall continue unimpaired until the
entire Collateral shall have been sold or all amounts pay-
able on the Note or the Renewal Note and under this Agreement
shall have been paid. The Secured Party may from time to
time postpone any sale by announcement made at the time and
place of such sale.

(b} The Secured Party may bid for and ac~
gquire any portion of the Collateral in connection with a
sale thereof, and may pay all or part of the purchase price
by crediting against amounts owing on the Note or the Renewal
Note or other amounts secured by this Agreement, all or part
of the net proceeds of such sale after deducting the costs,
charges and expenses incurred by the Secured Party in connec-
tion with such sale. The Note or the Renewal Note need not
be produced in order to complete any such sale, or in order
to cause there to be credited thereon such net proceeds.
The Secured Party may hold, lease, operate, manage or other-
wise deal with any property sc acquired in any manner permitted
by law.

(c) The Secured Party shall execute and de=-
liver an appropriate instrument of conveyance transferring
its interest in any portion of the Collateral in connection
with a sale thereof. In addition, the Secured Party is
hereby irrevocably appointed the agent and attorney-in-fact
of the Company to transfer and convey its interest in any
portion of the Collateral in connection with a sale thereof,
and to take all action necessary to effect such sale. No
purchaser or transferee at such a sale shall be bound to
ascertain the Secured Party's authority, inguire into the
satisfaction of any conditions precedent or see to the ap-
plication of any moneys.

(d) If an Event of Default occurs, if notice
of intended sale or other disposition of Collateral is
required under the Uniform Commercial Code, the Company
agrees that notice mailed to it as provided in Section 9.02
at least five days before such sale or disposition shall
constitute reasonable notice.

SECTION 4.04. Action on the Notes. The Secured
Party's right to seek and recover judgment on the Note or
the Renewal Note or under this Agreement shall not be affected
by seeking, obtaining or application of any other relief
under or with respect to this Agreement. Neither the security
interest created by this Agreement nor any rights or remedies

-11-
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of the Secured Party shall be impaired by the recovery of

any judgment by the Secured Party against the Company or by
the levy of an execution under such judgment upon any portion
of the Collateral.

SECTION 4.05. Distribution of Collateral. Upon
enforcement of this Agreement, all moneys constituting a
part of or received on account of the Collateral shall be
applied from time to time by the Secured Party as follows:

First: To the payment of all costs, ex-
penses, liabilities and compensation of the
Secured Party (including reasonable fees and ex~
penses of its agents and counsel) incurred or ac-
crued in connection with any Proceedings brought
by the Secured Party or in connection with the
maintenance, sale or other disposition of the Col=~
lateral.

Second: To the payment of all amounts of
unpaid interest then due and payable on the Note
or the Renewal Note, as the,case may be.

Third: To the payment of all amounts of un-
paid principal of the Note or the Renewal Note, as
the case may be, then due and payable.

Fourth: To the payment of all other sums
secured by this Agreement.

Fifth: To the payment of any surplus to the
Company or any other person legally entitled
thereto.

SECTION 4.06. Appointment of Receiver. If an
Event of Default shall be continuing, the Company will con-
sent to the appointment of one or more receivers of all or
part of the Collateral upon the request of the Secured Par-

ty.

SECTION 4.07. Rights Cumulative. All rights and
remedies from time to time conferred upon or reserved to the
Secured Party are cumulative, and none is intended to be
exclusive of another. No delay or omission in insisting
upon the strict observance or performance of any provision
of this Agreement, or to exercise any right or remedy, shall
be construed as a waiver or relinguishment of such pro-
vision, nor shall it impair such right or remedy. Every
right and remedy may be exercised from time to time and as
often as deemed expedient.

-12~
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ARTICLE V

Defined Terms

SECTION 5.01. Definitions. When used in this
Agreement, each term defined in this Article V shall be the
meaning indicated:

"Agent" - as defined in the Preliminary Statement.

"Casualty Occurrence" - as defined in Section 9
of the Lease.

"Casualty Policy" -~ as defined in Section 1.06.

"Collateral” - all money, instruments and other
property subject or intended to be subject to the security
interest created by this Agreement as of any particular
time, including, without limitation, all property and inter-
ests mentioned in the Granting Clause of this Agreement and
elsewhere herein.

"Company" - as defined in the introductory paragraph
of this Agreement. »

"Conditional Sale Indebtedness" - as defined in
the Preliminary Statement.

"Default" - an event or occurrence in which with
notice or lapse of time or both would, if unremedied, be an
Event of Default.

"Equipment" -~ as defined in the Preliminary State-
ment.

"Equipment Purchase Agreement" - as defined in the
Preliminary Statement.

"Event of Default" - as defined in Section 4.0l.
"ICE" - as defined in the Preliminary Statement.
"Lease" - as defined in the Preliminary Statement.

"Lessee" - as defined in the Preliminary State-
ment.

"Moneys" - as defined in Section 1.07.

-13~-
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"Note" - individually and collectively, the Compa-
ny's 11.75% Secured Note Due March 30, 1988, payable to the
Secured Party, and any Note or Notes issued in exchange for
or in lieu of or on transfer of any Note, as provided in the
Note Agreement.

"Note Agreement" - the Note Agreement, dated
September 27, 1985, between the Company and the Secured
Party, which provides for the purchase and sale of the Note.

"Permitted Bank" - a banking institution organized
under the laws of the United States or any state thereof,
having combined capital, surplus and individed profits as of
the date of its most recent report of condition equal to or
greater than that of the Secured Party or $1,000,000, 000,
whichever is less, the senior long~term unsecured debt of
which (or of the holding company of which) is rated at least
"A" by Moody's Investors Service, Inc. or Standard & Poors
Corporation and the commercial paper of which (or of the
holding company of which) is rated at least "P-1" by Moody's
Investors Service, Inc. or at least "A-1" by Standard &
Poors Corporation.

. "Permitted Encumbrances" - with respect to the
Collateral: (i) any lien thereon for any governmental

charge or for work or service performed or materials fur-
nished, which secures amounts which are not due and payable
or which are not delinguent; (ii} in the case of the Equip-
ment, the Conditional Sale Agreement dated December 1, 1975
among Pullman Incorporated, the Seller, and the Lessee, the
Agreement and Assignment dated as of December 1, 1975,

between Pullman Incorporated and the Agent, and the Collateral
Assignment of Lease dated as of December 1, 1975 between the
Seller and the Agent, but, as to all such items, only until
December 31, 1987; (iii) in the case of the Egquipment, the
interest of the Lessee under the Lease, but only until
December 31, 1987, or thereafter if the Lessee exercises the
Purchase Option or the Renewal Option; and (iv) this Agreement.

"Proceeding" - any suit in equity, action at law
or other judicial or administrative proceeding.

"Purchase Agreement" - as defined in the Prelimi-
nary Statement.

"Purchase Documents" - as defined in the Granting |
Clause. o

"Purchase Option" - as defined in the Preliminary
Statement.

"Renewal Note" - as defined in Article VII.

-] L



092385 MBJ

"Renewal Option" - as defined in the Preliminary
Statement.

"Secured Party" - as defined in the introductory
paragraph of this Agreement.

"Seller" - as defined in the Preliminary State-~
ment.

"Transaction Documents" - as defined in Section
8.01.

"Travelers" and "Travelers Policy" - as defined in
the Preliminary Statement.

ARTICLE VI

Discharge of Agreement

SECTION 6.01. Final Discharge. This Agreement
and all agreements contained herein shall cease and termi-
nate when all principal, interest and other amounts payable
under or in respect of or secured pursuant to the terms of
this Agreement shall have been paid in full, whether at the
end of the term of the Note or the Renewal Note, by accelera-
tion, by prepayment or otherwise.

SECTION 6.02. Delivery of Discharge. Upon the
termination of this Agreement, the Secured Party shall exe-
cute and deliver such instruments as the Company shall fur-
nish to the Secured Party and which shall be reasonably
required to satisfy and discharge the security interest
created by this Agreement. The Secured Party shall then
transfer the Collateral to the Company or any other person
entitled thereto.

ARTICLE VII

The Renewal Note

SECTION 7.01. The Renewal Note. If the Lessee
exercises the Renewal Option, the Secured Party will at the
Company's option (exercisable by not less than 30 days'
prior written notice) purchase from the Company on the date
of maturity of the Note the Company's Secured Note Due March
30, 1993 (the "Renewal Note"). The Renewal Note shall be in
substantially the form of Exhibit 2, and shall be in a
principal amount equal to the unpaid principal of and interest
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on the Note at the maturity of the Note. The Renewal Note
shall bear interest, payable gquarterly in arrears, at a rate
designated by the Secured Party, based upon market conditions
then obtaining in the Secured Party's sole judgment, which
shall be not less than 11.75 percent and not more than 17
percent, except that if the Secured Party determines that
under then market conditions, interest on the Renewal Note
should be in excess of 17 percent and if the rental payable
by the Lessee during the renewal term will provide funds
sufficient to pay interest on the Renewal Note at a rate
greater than 17 percent and to amortize the principal

amount of the Renewal Note to its maturity in accordance

with the next sentence, the Renewal Note shall bear interest
at such greater rate, but not more than 18 percent. The
Renewal Note shall provide for the payment of principal in
egqual quarterly installments sufficient to reduce the principal
amount of the Renewal Note at its maturity to the amount
which bears to $750,000 the same ratio which the original
principal amount of the Renewal Note bears to $1,650,000.

The purchase price for the Renewal Note shall be equal to

the principal amount thereof and shall be payable by surrender
of the Note.

SECTION 7.02. Conditions Precedent. The Secured
Party's obligation to purchase the Renewal Note is subject
to the conditions precedent that on the date of maturity of
the Note (1) the amount of the gquarterly installments of
rent payable during the renewal term of the Lease shall be
sufficient in amount to amortize the Renewal Note in accordance
with Section 7.01, (2) no Default or Event of Default shall
have occurred and be continuing, (3) the representations and
warranties of the Company in this Agreement and the Note
shall be true and correct, and (4) the Company if requested
by the Secured Party shall have used its best efforts to
obtain financing from another source with which to make all
payments required to be made under the Note at its maturity.

SECTION 7.03. Status of Renewal Note. The Company's
obligations under the Renewal Note shall be secured by this
Agreement. The Renewal Note shall be treated as a "Note"
for purposes of Section 6 of the Note Agreement.

ARTICLE VIII

Covenants of the Secured Party

SECTION 8.0]1. Notwithstanding anything contained
in this Agreement, the Note, the Renewal Note or the Note
Agreement, or in any other agreement, certificate, instrument
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or document executed or delivered in connection herewith or
therewith (this Agreement, the Note, the Renewal Note, the
Note Agreement and any such other agreement, certificate,
instrument or document being collectively referred to herein-
after as the "Transaction Documents"), the Secured Party
hereby covenants as follows:

(a) In no event will the Secured Party send or
deliver a Notice of Delivery (as defined in the Egquipment
Purchase Agreement ) to ICE pursuant to the Equipment Purchase
Agreement earlier than 195 days prior to the earliest Delivery
Date (as defined in the Equipment Purchase Agreement) without
the Company's prior written consent.

(b) 1If, no later than 195 days prior to the
earliest Delivery Date under the Equipment Purchase Agreement,
the Company either (1) delivers to the Secured Party an
irrevocable letter of credit in form and substance satisfactory
to the Secured Party, issued by a Permitted Bank, covering
all installments of interest and principal thereafter to
become due under the Note, or (2) provides other credit
support satisfactory to the Secured Party covering all
installments of interest and principal thereafter to become
due under the Note upon the maturity thereof, then the
Secured Party (i) will not send or deliver a Notice of
Delivery to ICE under the Equipment Purchase Agreement and
(ii) will terminate and release its security interest in the
Collateral and whatever other interests in the Equipment,
the Lease and the Purchase Agreement that it may have acquired
hereunder.

(¢c) The Company shall be entitled to all amounts,
if any, received by the Secured Party from ICE under the '
Equipment Purchase Agreement in excess of that which is
necessary to repay the Note and pay all interest thereon and
all other amounts payable to the Secured Party hereunder,
under the Note or under the Note Agreement, and the Secured
‘Party shall deliver such amounts received from ICE, if any,
to the Company, promptly after all the Company's obligations
to the Secured Party hereunder and under the Note and the
Note Agreement have been paid in full. ‘

{d) If the Secured Party gives ICE a Notice of
Delivery under the Egquipment Purchase Agreement, the Secured
Party will not prevent the Lessee or the Company from, or
otherwise interfere with any such party in, delivering the
Equipment to ICE.
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ARTICLE IX

Miscellaneous

SECTION 9.0l1. Nonrecourse Cbligations. Any pro-
vision in any of the Transaction Documents to the contrary
notwithstanding, no recourse shall be had against the
Company, whether in its personal or corporate capacity or
otherwise, or against any incorporator, shareholder, officer
or director of the Company, under, or in respect of, any of
the Transaction Documents, or for any obligation, liability
or breach arising under, in connection with or in respect
of, any of the Transaction Documents. It is expressly un-
derstood that all such obligations and liabilities are
nonrecourse obligations and liabilities enforceable only
against the Collateral or, in the case of covenants and
agreements, by injunction or other equitable remedies.

SECTION 9.02. Notices. All notices and demands
hereunder shall be in writing and shall be deemed to have
been given when actually received and receipted for, or
three days after the date of mailing by registered or certi=-
fied mail, return receipt requested, postage prepaid, and
addressed in each case as follows: (a) if to the Secured
Party at 1234 Market Street, 12th Floor, Philadelphia,
Pennsylvania 19107, Attention: Securities Investment De-
partment, Private Placements, or (b) if to the Company, at
One Embarcadero Center, Suite 3800, San Francisco, California
94111, Attention: Vice President and General Counsel.

Either party may change its address for notices hereunder by
giving notice of such change to the other party in accordance
with the provisions of this Section 9.02.

SECTION 9.03. Powers and Agencies. Whenever in
this Agreement the Secured Party is granted the power of
attorney or is appointed the agent and attorney-in-fact with
respect to any person, such grant or appointment is irrevo-
cable and coupled with an interest. The Secured Party shall
have full power of substitution and delegation in respect of
all such grants and appointments.

SECTION $.04. Separability. No provision hereof,
or of the Note or the Renewal Note, shall require the payment
or permit the collection of interest in excess of the maximum
permitted by applicable law, any contrary provision herein,
or in the Note or the Renewal Note notwithstanding. Any
provision hereof, or of the Note, which is prohibited or
unenforceable in any jurisdiction will, as to such juris-
diction, be ineffective to the extent of such prohibition or
unenforceability without invalidating the remaining provisions
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hereof, or of the Note or the Renewal Note, and any such
prohibition or unenforceability in any jurisdiction will not
invalidate or render unenforceable such provision in any
other jurisdiction. To the extent permitted by law, the
parties hereto hereby waive any provision of law which
renders any such provision prohibited or unenforceable in
any respect.

SECTION 9.05. Binding Effect. All provisions
hereof shall be binding upon and inure to the benefit of the
parties hereto and their respective successors and assigns
of the parties hereto.

SECTION 9.06. Amendment and Waiver. The pro-
visions of this Agreement may not be changed orally, but
only by an instrument signed by the Company and the Secured
Party. No reguirement of this Agreement may be waived at
any time except by an instrument signed by the Secured Par-
ty, nor shall any waiver be deemed a waiver of any subse-
quent breach or Default.

SECTION 9.07. Counterpart Execution; Construction;
Governing Law. The section and article headings herein are
for convenience of reference only, and shall not limit or
otherwise affect the meaning herecf. This Agreement may be
executed in several counterparts, each of which shall consti-
tute an original, but all of which together shall constitute
one and the same Agreement. This Agreement shall be governed
by and construed in accordance with the laws of Pennsylvania
(without giving effect to principles relating to conflict of
laws).

IN WITNESS WHEREOF, the Company and the Secured
Party have caused this Agreement to be executed, all as of
the day and year first above written.

TXL PROPERTIES LIMITED 85-103 .

THE PHILADELPHIA SAVING FUND
SOCIETY

S )
LN j' IL ........ A ;Mll ........ ll;:“}“ff"'l

y: f‘l"“‘l‘

mpr———

/ "Marian E. Bray Jirello,
{ Assistant Vice President



 STATE OF.CALIFORNIA

LTI Y

1 ‘ - . ° . " B R ‘.‘. . ég E; [] .
t<COUNTY[oF'x%MMﬁ?“m%m» R

. ‘on’ the - 24’4» day af September, 1985 before
me personally appeared _ / Ihichat pw,uammﬂ to me personally
"known who, being by me duly sworn, says that he is the Vi
: Pusosdont - of TXL Properties Limited 85-103 that one of
~ the seals affixed to the foreoing instrument is the corporate
gseal of said corporation, that said instrument was signed and
sealed on behalf of said corporation by authority of its
Board of Directors and he acknowledged that the execution of
the foregoing instrument was the free act and deed of said

- corporation.

PRS-
L ettt e '

(WFKTALQPMT

3 NANCY J STAMM
] NOTMW PUBLIC - CALIF CRNIA

SAN FRANCISCO COUNTY Hanzy aﬁf' A
My comm. axpires MAY 30, 19895 - " Notary Public

i,

COMMONWEALTH OF PENNSYLVANIA
’ SS.

e ®» &

COUNTY OF PHILADELPHIA

: . e
on the &' . @qay of September, 1985, before

 me personally appeared Marian E. Bray Cirello, to me personally

know, who, being by me duly gsworn says that she is an Assistant
Vice President of The Philadelphia Saving Fund Society, that
"one of the seals affixed to the foreoing instrument is the
corporate seal of said corporation, that said instrument was
signed and sealed on behalf of said corporation by authority
of its Board of Directors, and she acknowledged that the
execution of the foreoing instrument was the free act and
deed of said corporation. :

sion Expires Now. 2, 1887 .7 .~ e

My Cominis



EXHIBIT 1 TO SECURITY AGREEMENT

Description of Egquipment

Two hundred twenty 100-ton, low side gondola cars
manufactured by Pullman Incorporated, identified by numbers
MILW 81000 through 81194 and MILW 92100 through 92124, and,
as to forty-five of the units in the series between numbers
MILW 81000 and 81194, identified also as MILW 92130 through
92159 and MILW 92165 through 92179 (as equated, respectively,
to "old" and "new" numbers in Supplemental Statement of New
Identifying numbers, executed February 8, 1982, filed with

the Interstate Commerce Commission February 12, 1982, under
ICC Recordation No. 8168-E.



EXHIBIT 2 TO SECURITY AGREEMENT

[Form of Renewal Note]
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THIS NOTE HAS NOT BEEN REGISTERED UNDER THE SECU-
RITIES ACT OF 1933, AS AMENDED, AND MAY NOT BRE
TRANSFERRED IN VIOLATION OF SUCH ACT AND THE RULES -
AND REGULATIONS THEREUNDER.

TXL PROPERTIES LIMITED 85=-103

: _% SECURED NOTE DUE MARCH 30, 1993

TXL PROPERTIES LIMITED 85-103, a California corpo-
ration (the "Company"), for value received, hereby promises
to pay to THE PHILADELPHIA SAVING FUND SOCIETY, or registered
assigns, in installments as hereinafter provided, the original
principal sum of

(% ). The Company further promises to pay to
the registered holder hereof, as hereinafter provided,
interest on the unpaid principal amount hereof from the date
hereof to maturity at the rate of percent a. year.
Interest and principal shall be paid in installments as set
forth in the amortization schedule attached hereto as
Schedule A.

Principal and interest shall be payable by wire
transfer of lawful money of the United States to the Federal
Reserve Bank of Philadelphia, Philadelphia, Pennsylvania,
for credit to The Philadelphia Saving Fund Society, ABA No.
236075663. If any installment of interest is not paid in
full when due, or if the principal of this Note is not paid
in full when due (whether at maturity or by acceleration or
as a part of any prepayment or otherwise), the Company shall
pay on demand interest on any unpaid amount from the date
due until the date of payment at a rate egual to the lesser
of 18 percent per annum, or the maximum rate per annum '
allowed by law.

This Note is a Renewal Note issued pursuant to and
as permitted by the Note Agreement, dated September 27, 1985
(as amended or supplemented, the "Note Agreement"), between
the Company and The Philadelphia Saving Fund Society. This
Note is secured as provided in and subject to the provisions
of the Security Agreement (as defined in the Note Agreement
and hereinafter used with the same meaning). Reference is
hereby made to the Note Agreement and the Security Agreement
for a description of the provisions upon which this Note is
to be issued and secured, the nature and extent of the
security and the rights of the holder of this Note and
others in respect of this Note and such security. The terms
used in this Note and not hereinabove defined have the
meanings indicated in Article V of the Security Agreement.
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This Note is subject to prepayment in the manner,
to the extent, under the circumstances and at the price
provided for in the Security Agreement, and not otherwise.

During the continuance of an Event of Default un-
der the Security Agreement, the principal hereof and the
unpaid interest accrued hereon may be declared to be due and
payable forthwith as provided in the Security Agreement.

Should any of the indebtedness represented by this
Note be collected in any Proceeding, or this Note be placed
in the hands of attorneys for collection after default, the
Company agrees to pay, in addition to the principal and
interest due and payable hereon, all costs of collecting
this Note, including reasonable attorneys' fees and ex-
penses. ’

Notwithstanding any provision in this Note or in
any other agreement to the contrary, no recourse shall be
had for the payment of the principal of or any interest or
any other sums payable on, or in any way with respect to,
this Note, or its enforcement or collection, against the
Company, in its personal or corporate capacity or otherwise,
or against any incorporator, shareholder, officer or direc-
tor of the Company, the recourse of the holder hereof being
limited exclusively to the Collateral.

IN WITNESS WHEREOF, the Company has duly executed
this Note this 30th day of March, 1988.

TXL PROPERTIES LIMITED 85-103

By

Title:



