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Attention: Mr. Fernandez, Room 2221
RE: PLM Investment Management, Inc.
Ladies and Gentlemen:

You are hereby requested to record two original, certified Management
Agreements, which are enclosed herewith. Also enclosed is a check
which includes the sum of $50 for filing and recordation of the
following investor(s).

Under the Management Agreement, Mr. Edwin H. Franzen, 1524 Milan
Avenue, South Pasadena, California 91030, as owner, grants to PLM
Investment Management Inc., a California Corporation, whose principal
business address is at 50 California Street, San Francisco,
California 94111, the right to manage the equipment hereinafter
described in this letter, to collect amounts due to or on behalf of
owner with respect to such equipment and to disburse funds of owner
to pay costs, expenses and obligations of owner with respect to such
equipment, all as set forth therein.

The above described agreement relates to railway equipment cgnsisting
of one 4,750 cu. ft. capacity 100 ton covered hopper car}/mé?

When recorded, the document should be returned to:
PLM Investment Management, Inc.
50 California Street ,
San Francisco, California 94111
Attention: Robin L. Austin
Sincerely,

Ryan 1, Asho

Robin L. Austin
Special Projects Manager/Operations
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THIS AGREEMENT is made by and between PLM RAILCAR MANAGE\IE\' I\a/

California corporation (hereinafter alled “RMI"), and the person executing this Agreemcn' as owner
(hereinafter called “Owner”).

RECITALS OF FACT
. Ov.-nef has, pursuant to a Covered Hopper Railcar Purchase Contract (the “Purchase Contrac:™ wi:h
Nationa! Equipco, Inc, purchased the covered bopper railcars identified in Schecule T attached here:s

incorporated herein by reference (such ar or cars purchased by Owner being he'ema ter relesrel 1o as
we .‘Qrs'.)

Owner may have financed a portion of the purchzse price for the Cars from the proceed: ¢ a
borrowing (hereinafter referred to as the “Loan™) from an institution or other entity (hereinaiter
referred to as the “Lender”) and repayable in the periodic payments of principal and interest identified
in and payable at designated times and in amounts, all as may be referred to in Schedule 2 amaches
hereto and incorporated berein by reference, which Owner shall provide to RMI concurren:!y wits
the execution of this Agreement (bereinafter referred to as “Debt Service”);

RMI is engaged in the.business of managing railars for railar owners, and Owne: desires
to retain RM] as agent for the purpose of managing the Cars on Owner's behalf, cclleciing amounts
due to or on behalf of Owner with respect to the. Cars and disbursing funds of Owner to payv cosis
expenses and obligatons of Owner with respect to the Cars, all on the terms and conditions se: for-

- berein;

RMI iotends to manage approximately 1250 railcars identical in all materia! respects to
the Cars and to perform for the owners thereof, under management agreements substantially identical
to this Agreement, services substantially identical to those which RMI will perform for Owner hereunder,
and Ownper desires that the Gross Revenues. (as hereinafter defined) and the Operating Expenses (as
bereinafter defined) artributable to the Cars be accounted for and combined with the Gross Revenues
and Operating Expenses (the “Pool”) of all cars managed by RMI under the RMI Covered Hopper
Railcar Management Program 79-1 (the “Program”), all on the terms and conditions set forth herein;

Now, TREREFORE, in consideration of the mutual promises made herein, Owner and RMI hereby
agree as follows:

1. Engagement of RMI. Owner hereby engages RMI as agent of Owner to manage the
Cars, collect amounts due to Owner with respect to the Cars and disburse funds of Owner to pay
costs, expenses and obligations of Owner with respect to the Cars, all on the terms and conditions
set forth Berein, and RMI accepts such engagement and agrees to act as agent for Owner and
perform in accordance with the terms and conditions hereof.

- & Term. The term of this Agreement and the agency created hereby shall commence as of
the date of this Agreement, and shall continue for a period of ten years thereafter; provided,
however, that, except for Sections 10 and 11, which shall, notwithstanding this proviso, resain in
effect with respect to any Car transferred as described in Section 11(a), this Agreement shall
terminate with respect to any Car which is withdrawn pursuant to Section 12 hereof, sold, lost
or totally destroyed as of the date that such withdrawal is effective, such sale is consummated, or
such Car is lost or destroyed; provided further, bowever, that notwithstanding any termination
of this Agreement, whether upon the expiration of ten years after the date of this Agreement,
or upon the withdrawal, sale, Joss or total destruction of any Car, RMI shall continue to be obligated
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to. coflect all rental payments, mileage allowances and other sums (including insurance benel:s of
lessee or mailrcad idemnity payments payable in connection with any damage to or loss or tory’
destruction of a Car), and toi/pay or arrange for payment of all expenses, taxes and other chyrges
oo Cars, due for or with respect to periods prior to such termination of this Agreement.

3. Dunies of RM!. 1n consideration of the compensation to be paid o RMI by Owne-
pursuant to Sectioe 6 hereof, and subject to the agreement of Owner to réimburse RMI pursua-;
to Section 7 bereof, RMI shall provide and perform the services om behalf of Owner set for:
below during the term of this Agreement:

(3) Immediately upoo execution, or as soon thereafter as reasomably practicable, take
possession of the Cars as agent for Owner for the purpose of managing and operating the
Cars, a3 herein provided

(b) Use its best efforts to keep such Cars under lease for the term of this Agree=en:,
entering ioto, a3 agent for Ownper, lease agreements providing for the Jease of the Caxs to
shippers, railroads, or other financially respousible parties for that purpose op terms axd
conditions which are customary in the industry and raking such steps as may be required 1o
insure that all obligations and duties arising under such Jeases, whether of lessor or lessess,
are performed or complied with in an orderly and timely fashion

(¢) Use its best efforts to insure that all steps are taken which may be necessary to have
the Cars registered and accepted by all hauling carriers under the Assocation of Acesican
Railrcads (“AAR") as required by the terms of any lease or otherwise

(d) Use its best efforts to collect all rental payments due with respect to the Cars, identiv-
ing itsedf as agent for that purpose, and to account for and remit all sums due to Owmer as
bereinafter set forth; prowsded, Aowever, that RMI will place any funds received as mileags
allowances with respect to the Cars in a segregated bank account and such fumds will be
commingled with mileage allcwances received for cars managed by RMI and owned by investors
particpating in other programs. All such funds (whether or not attributable to Cars owred
by Owner or other owners of cary who are parddpating in this Program and other programs)
will be used to make paymests of mileage allowances due t0 lessees with respect to all @rs
maraged by RII under all investor programs.

(e) Use its best efforts to terminate leases and recover possus:ou of Cars and mforte
all rghts of Owner with respect thereto, incJuding the payment of all amounts owed under
leases or otherwise with respect to the Cars as shall be appropriate or necessary in the judgment
of RMI exercised in good faith; and insttute and prosecute legal proceedings in the na=e
of Owner as is permurted by applicable laws in order to terminate such leases and/or recover
possession of the Cars; and, when expedient, settle, compromise and/or reiease such acdoas
or suits or reinstate such leases.

(f) Use its best efforts to arrange to have the Cars maintained in good condition, which
shall be equal to or greater than the higher of (i) any standard required or set forth for the
Cars or cars of a2 similar class by the AAR, (ii) any standard set by a lessee, whether by
terms of a lease or by other understanding or agreement between a lessee and RMI, as agent
for Owner, and (iii) any standard set by any insurance policy under which the Cars or any
of them shall from time to time be insured, and to arrange for all alterations, modifications,
improvements or additions to the Cars to comply with applicable laws or regulations or any
leases or which, in the discretion or RMI, are otherwise mecessary or advisable; provided,
Aowever, that no alterations, modifications, improvements: or additions of the type referred
to in Section 7(d) shall be made without the consent of Owner, which consent will be deezed

to have been granted if Owner shall not have objected thereto in writing within 30 days after
potice to Owner thereof and of the estimated cost thereof.

(g) Use its best efforts to p!ace in Owner’s name such insurance as s shall be reasocably
available to protect the interest of Owner in the Cars (with RMI, in its capacity as ageat for

(2]



Owner, being named in each such policy of insurance as a co-insured or !Iddmonal insured},
including, withowt Limitation, insurance against (i) personal Lability, including property damag:
and personal injury, (ii) loss of or damage to the Cars, and (iii) Joss of revenues with respe=
to the Cars; provided, Aowever, that if RMI effects such insurance under, a blanke: insurance
policy, or insurance poliq covering Owner’s Cars and other ars of othen owners, guch insur-
ance need not be placed in Owner's name 30 long as Owner is named as an insured: prownidec,
further, Bowever, that if RMI, in its sole discretion, determines that the cost of insurance

described above is unreasonably high, or cannot be obtained, RMI peed not place or acquire
such insurance and shall so notify Owner.

(h) Use its best efforts to pay in Owner’s name all personal propesty axes and other
taxes, charges, assessments, or levies imposed upon or against the Cars of whatever kind or
nature and, in RMTI's discretion, defend against any such charges and to seek revisior or
appeal from any assessment or charge deemed improper, all such actions to be in the name of

Owner.

(i) Monitor and record movement of the Cars.

(j) Maintain complete and accurate records of all transactions relating to the Cars ar?

make such records available for inspection by Owner or any of Owner’s representatives
. during reasonable business hours. '

(k) Paint the Cars such colors and with such designs as RMI may from time to tizme
approve and place reporting marks or other such marks, legends, or placards on the Cass as
shall be appropriate or necessary to comply with any regulation imposed by the AAR.

(1) Provide Owner with advice and recommendations concerning the sale of the Cars.

(m) Use its best efforts to collect all sums due Owmer, including, withour limiation.
insurance benefits or railrcad indemnity pavments, in the event of damage to, or loss or tota!
destruction of, 8 Car during the term of this Agreenmt and to remit all sums due Owner
as hereinaiter provided

: (n) Furnish facrual information reasonably requested by Owner in connection with
federal, state, Canadian and Provincial tax returns.

(o) If Owner has elected to finance a pomon of the purchase pnce for the Cars from
the Loan and (i) there will be a “ballon payment” identified as such in Schedule 2 here:c
(ii) Owner shall have requested within one year of the due date thereof that RMI assist i.n
armanging refinancing for such payment, and (iii) RMI shall have agreed to so assist the
Owner at a fee to be mutually agreed upon, then RMI will use its best efforts to arrange
refinancing for such balloon payment on the Loan at or prior to the due date for such pay-
ment. Neither RMI por any of its affiliates shall have any obligation to provide, guaran:ee or
undertake any other Liability with respect to the refinancing of such balloon paymen:.

(p) Pending distribution of funds to Owner, may but is not required to, temporarily inves:
any funds held for Owner, oot necessary for operation of the Management Program, in short
term, highly liquid investments with appropriate safety of princpal, such as U.S. Treasury
Bonds or Bills, insured savings accounts, or similar investments.

(q) Perform for Owner such other services incidental to the foregoing as may from
time to time be reasonably mecessary in connection with the leasing and operation of the Cars.

4. Authorty, and Limitations on Authonty, of RMI.

(a) It is recognized that RMI will manage under the Program the railears, including
the Cars, purchased by investors who enter into a management agreement substantially identical
to this Agreement. It is recognized that RMI will receive from owners of other cars in the
Management Program compensation comparable to that pavable by Owner hereunder. It is
recognized and agreed that RM:1's services for and obligations to and rights with respect o
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Owner and the owners of other cars ip the Management Program are severml Excenr as
expressly provided in Section 4(b) hereof, RMI will not act or purpornt to act for or in the
pame of the Pool, the Program or the owners of ars in the Program colléctively or as an
entity, it being expressly understood that any actions taken on behalf of the owners of @ss
in the Management Program will be taken as agent for such owners, severally and individuzliy
either naming such owners or maming R)I as agent for undisclosed several and indjvidu;j
principals. The parties bereto expressly recognize and acknowledge that this Agreemen:, the
Management Program and the Pool are not intended to create 8 partnership, joint venrure
" or venture or other entity among Owner, other owners of cars in the Management Pregmar,
RMI and/or any affiliate of RMI. RMJ shall not take any action or engage in am: course
of dealing, or permit any affiliate of RMI to so act, which would suggest or create an infe-ence
that there is any understanding or agreement between owners of cars in the Prograz cr s
such owpers are acting collectively or as an entity and RM]I shall use its best eTorts 0 assure
that oo silence or failure to act oo its part creates or sustaing any such suggestion cr inference.

(b) Notwithstanding the provisions of Section 4(a), the Owner recognizes :tha: the
Internal Revenue Service (the “IRS”) might assert that there exists among the Cwner an:
the other owners of cars in the Management Program and/or RMI a parmership for federa
ipcome tax purposes and that, pursuant to Section 6698 of the Intermal Revenue Code of 1534
(as amended), the Owner and the other owners of cars in the Management Program mis't
be liable for a penalty for failure to file a federal information return with res~ec: 1o the
Management Program. Solely in order to avoid any such liability, until there shal! have Seen az
IRS or judicial determination whether pooling arracgemeénts such as those embodied in the
Maragement Program constitute partperships for federal imcome tax purpecses, RMI! is
authorized and directed to file a federal information return on Form 1063 with respec: to
the operations of the Management Program and, solely for such purpose, the Owmer cco-
_ sents to being ideotified in such return as a “partner.” For the purpose of preja=ng and
filing such information return, the Owner hereby conshitutes and appoints RMI as the agen:
and attormey-in-fact of the Owner and, with the consent of the other owners of Cars in
the Management Program, of the Management Program for and on behal! of, and in the
‘pame, place and stead of the Management Program to prepare and sign as agent and antorney-
in-fact and file federal information returns for the Management Program. In furtherancze of
such designation of RMI as agent and attorney-in-fact, the Owner will, if RMI shall so
request, execute and deliver a Power of Attorney on Form 2848 and/or an Authorizatos and
Declaration oo Form 28+8-D. _

(¢) RMT shall not bave any authority to (i) offer for sale, contract or agree to sell or
sell any Cars except as Owner may from time to time hereafter expressly reques: or direct;
(ii) make any alterations, modifications, improvements or additions to the Cars of the npe
referted to in Section 7(d) without the consent [either express or inferred, as provided in
Section 3(f)] of Owner; or (iii) make any loan of the funds of the Owner to itseif, acy
affiliate, or any other person or entity. -

S. Oumer’s Revenwes, Espenses and Net Eormings.

(a) The actual Gross Revenues (as hereinafter defined) derived from the operation of
the Cars and the actual Operating Expenses (as hereinafter defined) shall be accounted for
" and combined together with all Gross Revenues and Operating Expenses derived from arnd
incurred by all cars managed under the Program.

(b) (i) As used in this Agreement, the term “Gross Revenues™ shall mean all income

to Owner (unreduced by any expenses or costs) derived from the ownership, use and/or

operation of the Cars including, but not limited to, rentals and mileage charges collected
under leases and mileage allowances, if any, not payable to a lessee and interest.

(ii) As used in this Agreement, the term “Operating Expenses” shall mean all
expenses and costs incurred in connection with the ownership, management, use and/of
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opennon of Cars, including, but mot limited to, maintenance; repairs, except to the
extent that the cost of such repairs is the responsibility of Owner under Section 7(f);

painting; costs of modifications and improvements which are pot alterations, modifica-

tions, improvements or additions of the type described in Section 7(d); lega! and account-

ing fees incurred pursuant to Section 13; lega! fees incurred in connectidn with enforcing
lease rights or repossemng Cars; insurance (and, if such insurance has been effecte:
under a blanket insurance policy, or insurance policy covering the Cars and other ars of
other owners, Owner’s pro rata share of such insurance cost, it being understood tha:
RMI will use its best eflorts to allocate to Owner’s Cars only such portion of such insur-
ance cost as is attributable to such Cars); charges, assessments, or levies imposed upon
or against Cars of whatever kind or mature; losses from habilities which are nct the
responsibility of Owner under Section 7(g); Owner's pro rata share of that portior of
ad valorem. gross receipts and other property taxes which are levied against all railcars
bea.r‘mg “PLMX" reporting marks and determined by RMI to be attributable to the cass

in the Program (it being understood that it may not be possible to make an exac: alioz-
tion of such taxes but RM] will use its best efforts to allocate to the @rs i the Prog-::—
only such portion of the aggregate of such taxes as are attributable to such @rs); ac?
the lease negotiation fee pavable to RMI as provided for in Section 6(d).

(iii) Gross Revenues and/or Operating Expenses attributable to 3 clendar quaner
which are received or paid before or after such quarter shall be included in subseque=:
quarterly distributions and accounted for as Gross Revenues or Operating Expenses of the
Quarter in which such revenues were received or expenses paid: provided, however, tha:
if such revenue is received or such expenses paid within one year of the quarter to whic:
they relate and the amount involved exceeds $300 per Car, the items shall be accounte?
for with the Gross Revenues and Operating Expenses for the quarter to which such items
relate; provided furtber that, motwithstanding the foregoing, any such item or items
received or paid prior to the close of the quarter following the quarter during which the
last car to be managed by RMI under the Program is delivered to a lessee shail be
accounted for with the Gross Revenues and Operating Expenses for the quarter to which
such items relate.

(¢) Ovwnper's Gross Revenue and Operating Expenses for any fiscal period shall be the
product of (i) Gross Revenues derived from all cars managed under the Program or Operating
Expenses incurred by or with respect to all cars managed under the Program, as the cse may
be, multiplied by (ii) a fraction the numerator of which is the product of the number of Cars
. multiplied by the number of days in such fiscal period that the Car is managed under the
" Program (or, if the Owner owns more than one Car managed under the Program, the sum of
such products computed with respect to each of the Owner's Cars) and the desominator of
which is the product of the tota] number of Cars managed under the Program multiplied by
the number of days in such fiscal period that such cars are managed under the Management
" Program. The number of cars (or Cars, as the case may be) managed under the Prograz
_shall be the pumber of cars actually managed under the Program from time to time during such

fiscal period and if any cars are destroyed, lost, sold, disposed of or withdrawn from the
Program during such fiscal period, any computation under this Section §(¢) shall reflect
guch destruction, loss, sale, disposition or withdrawal; provided, bowever, that (f) notwith-
standing that the owner of any cars managed under the Program shall have entered into 3
managenent agreement with RMI, the cars owned by such owner (which may be Owner) shall
not be considered to be managed under the Program until such cars shall first have beeo
delivered to and accepted by a lessee thereof and (y) there shall not be any adjustment of
computations under this Section S$(¢) on account of the temporary withdrawal from service
of any car for repairs, maintenance or reconstruction.
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(d) As used in this Agreemest, the term “pet Earnings” shall mean the Gross Revemues
astributable to the Cars less the sum of (i) the amount of the Operating Expenses atrivurstie
to the Cars; (I.i) all CDU!PQBD'OB due and plyable to RMI under Section 6 nut theresoiore
paid; (iii) such reserves as RMI shall, in its sole discretion, have reasonadly created to provide
for the eficent administration of this Agreement, for payment of accrued expenses not ye: due,
for the management of the Cam, or for expenses relating to the Cars arising or pavabie
after the termination or expirstion of this Agreement; and (iv) &ny storage and tra=sit
costs payable by Owner under paragraph 6 of the Purchase Contract .

6. Compemsofion. As compensation to RMI for the performance of semices kereuner,
Owuper shall pay to RMI the amounts set forth below, which amounts shall be pavable, in the cace
of Section 6(a), op the first day of each month for which they are due, and, in the se of Secticas
6(c) and 6(d), on the last day of each month for which thev are due. Except ior the lease fgo-
tiation fee provided for im Section 6(d) below (which shall constitute an item of Openmatng

"Expenses), all such fees shall be the sole responsibility of Owner.

(a) Base Compenmsation to RMI. QOwner shall pay to RMI a monthly management fee
per Car equal to $55 per Car per month, which shall be subject to adjusimen: in aczzrzazce
with Section 6(b), heseof. For any partial calendar mooth during the term of the AgTeeTens,
the fee shall be pro-rated on 8 daily basis. :

(b) Adjustment of Base Compensation to R 1. The maragement fee siall be inzrezsed
(or decreased), efective January 1, 1984, by ap amount equal to the percentage increase ‘or
decrease) in the Wage Rate and Suppiement Index (Western District), publishel by the
Association of American Railroads, for the period January 1, 1979 through December 31,
1983. Any such adjustment shall be computed to the nearest cent.

(c) Semacing Fee to RMI. 1f Owner shall have requested RMI to make the special
distibutions of Net Earnings provided for by Section 7(a), Owner shall pay to RM! an
additonal management fee equal to $..00 per Car per month, commencng with the month
which Net Earnings are first so distributed and ending with the month for which the last such
distribution is made. '

(d) Lease Negotianon Fee. RO[I shall be entitled to a lease negotiation fee equal 10 2%
of all renmls receEved with respect to 3 Car subsequent to the termination of the original lease
for such Car.

7. Distnbution to Oumer of Net Eornings; Payment of Costs ond Espenses.

(a) Special Distnbutions of Net Earmings. 1f (i) Owner has financed 2 poruon of tke
purchase price for the Cars from the Loan and Debt Service is due on either the first or the
last day of each month and (ii) Owner has requested that RM1I assist Owner in providicg for
timely payment of Debt Service, RM1 shall, not Jater than three full business days prior to the
time that Debt Service for any month is due and payable, distribute to Owner or on behaif
of Owner as hereinafter provided, the lesser of (A) RMI's then best estimate of the Net
Earningy attributable to the Cars for the preceding month, in the case of Debt Service due
on the last day of each month, or the second preceding month, in the case of Debt Service due on
the first day of each month, and (B) the Debt Service then to be due and payable. Such dis-
tribution shall be made by transfer to the Lender (which trans{er may be made by sending bv -
regular first<class mail a check for the amount transferred), in the name of Owner, of the
amount so distributed. If the armount distributed for the benefit of Owner pursuant to the first
sentence of this Section 7(a) is less than the full amount of the Debt Service thea to be due
and payable, RMI shall, not later than five full business days prior to the time Debt Service
for such month is due and payable, advise Owner in writing (which advice may be sent by first-
class mail) of the existence and amount of such deficiency. Distributions pursuant to this Section
7(a) stall commence for the month during which Owner shall request that such distributions
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. be made (which request may be made by execution of the request form on the signature page
of this Agreement or by written notice to RMI) and shall terminate after the distribution for
the month during which, by written notice to RMI, Owner shall request that no further suc:

- distributions be made.

(b) Regulor Distridutions of Net Eormings. Within 75 days sfter the end of each
calendar quarter, RMI shall distribute to Owner the excess of (i) the Net Earnings artributable
to the operation of the Cars during each quarter over (ii) the amount of Net Eamings if any,
for such quarter distributed for the benefit of Owner by R)MI pursuant to Section 7(a).

(¢) Poyment of Operating Deficits. Within ten (10) days of receipt of notice and
demand from RMI, Owner shal! pay to RMI the amount by which Net Eamnings for a elendar
Quarter, reduced by the Ne: Eamings, if any, for such quarter distributed for the benes: of
Owner by RMI pursuant to Section 7(a), shall be less than zero.

(8) Poyment for Specia! Improvements. The cost of any alterations. modifi:zaticns
improvements or additions which are required by the AAR, Department of Transporatcn or
- other regulatory agency or are otherwise required to comply with applicabie laws or reguiations
or any lease or which, in the discretion of RMI, are otherwise necessary or advisable and are
consented to by Owner shall be the sole responsibility of Owner. RMI shall have the righ:
to require Owner to pay the approximate cost thereof to RMI, upon ten (10) days prior writies
notice. Upon completion, RMI shall notify Owner of the exact amount of such costs, an.. in
the event that Owner has already paid more than such cost. RMI shail refund the diTerence
to Owner. If the amount already paid by Owner is less than the exact amount of such costs,
Owner shall promptly pay to RMI the amount of such difference.

. (¢) Poxment for Additional Insuronce. 1f RMI determines, as provided in Sectorn 3(g)
bereof, that the cost of insurance described therein is unreasonably high, or cannot be obtained,

and Owner elects to purchase such insurance to the extent obtainable, the cost thereo: shall be

the sole responsibility of Owner. Within ten (10) days of receipt of notice and demand from

- RM1, Owner shall pay to RMI the cost of any such insurance placed or purchased by Owner
through RMI. : '

(f) Paymen: for Certain Property Domage. The cost of repair of damags to any Car
(other than the cost of repairs which RMI determines constitute maintenance of such Cars)
is the sole responsibility of Owner. Any payments, including, without limitatior, insurance
benefits or railroad or jessee indemnity payments, received to cover the damage to such Car
(but not to cover loss of rental payment) shall be solely for the account and benefit of Owner
(and shall not be included within the term “Gross Revenues”). RMI shall have the right to
require Owner to pay to RMI, upon ten (10) days prior written notice and demand therefor,
the approximate cost of the repairs which are the responsibility of Owner or, at RMI's electior,
such portion of such cost as RMI believes will not be covered by any such payments which may
be received by RMI [as co-insured or additional insured, as provided in Section 3(g)] to cover
‘the cost of such damage (it being understood that RMI may apply to such cost of such repair
any payments so received by RMI to cover the cost of damage to such Car). Upon completion
of such repairs and determination of the payments received by RMI and applied to payment
of the cost of such damage, RMI shall notify Owner of the exact amount of such costs and
payments, and in the event that Owner has aiready paid more than the amount of such costs

" pot paid from such payments received and applied by RMI to such repair, RMI shall refund

the difference to Owner. If the amount already paid by Owner is less than the amount of such
costs pot paid from such pavmests received and applied by RMI to such repairs, the Owner
shall promptly pay to RMI the amount of such difference. RMI shall prompty remit to -
Owner any payments to cover such damage to such Car which are received by RMI and not
applied to payment of the cost of repair of such damage.
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" (g) Poyment of Uminsured Losses. Losses from third party Hability for bocily iBjusy
or property damage caused by any Car (incuding attorneys’ fees) which are (i) not covered
by insurance and (i) are in excess of the lesser of (x) $2,500 per occurrence per Car for
liability for bodily injury and $2.500 per occurrence per Car for liability for property damags
and (y) the amount of the deductible(s) under any liability insurance for bodily injury asg
property damage on the Cars are the sole responsibility of Owner. Within ten (10) davs of
receipt of notice and demand from RMI, Owner shall pay to RMI die amount of such Lability.

(b) Recaipts and Payments as Acts of Oumer; Obligations of Oumer. In collecting or
receiving any Gross Revenues and in paying or disbursing asy Operating Expenses RM! is
acting solely as agent for Owner. The provisions of Sections 3, § and 7 of this Agreement sha!l
aot be understood to diminish or modify the rights of Owner to receive Gross Revesues or the
oblgations of Owner to pay Operating Expenses or Debt Service

8. Indemmfication :

(a) By RMI. The parties hereto acknowledge that RMI has entered into cr intecds to
enter into Jease agreements (the “Leases”) with lessees (the “Lessees”) for the 1,23).cars which
may be included in the Program If RMMI is unable to deliver the 1,250 cars to the Lessees as a
result of the failure of the Program to sell 1,250 cars which become subject to mazagement
agreeents substantially idestical to this Agreenent (the “Indemnifiable Event”), then

(i) RMI shall defend, indemnify and hold Owner harmless from azd against asy
and all claims, actions, damages, expenses (including attorneys’ fees), losses or Labilizes
assered agaiost Owner and arising out of any claim made by the Lessees on accous: of
the Indexnifable Event, and ”

(ii) Any expenses incurred by RMI in obtaining substitute cars to meet the require-
merts under the Leases on account of the Indennifiable Event shall be borne by RMI:
such cars shall not be included in the Program; and the Gross Revenues and Operating
Expenses of such substitute cars shall not be pooled hereunder with Gross Revesues and
Operating Expenses of Owner’s Cars, : '

(b) By Cumer. Except as provided in Section 8(a), Owner shall defend (if such
defense is tendered to Owner), indemnify and hold RMI harmless from and against and does
besedy release RYI {rom any and all claims, actions, damages, expenses (including reasonabie
attorneys’ fees), losses or Labilities incurred by or asserted against RMI arising out of or as
a result of the use, operation, possession, control, maintenance, repair or storage of the Cars,
including, without limitation, claims for injury to or death of persons, loss of or damage to
property (including the Cars) and economic loss due to the unavailability for use of the Cars;
provided, however, that Owner shall not defend, indemnify or hold RMI harmless from aad
against, and RMI shall not be exculpated from, any claim, action, daage, expense, loss or
liability directly or indirectly caused by or arising from negligence, bad faith, reckiessness,
gross negligence, gross misconduct or willful misconduct of RMI.

9. Right of First Refusal; Exclusive Sales Agency.

(a) Right of First Refusal. During the term of this Agreement and for a period
of five months thereafter, if Owner shall have received from a third party (“Offeror”) a bona
fide offer (the “Offer’’) for the purchase of aay or all of the Cars, and if (i) either (x)
Offeror is a competitor of RMI or any of its affiliates in the business of originating, artangiog,
brokering, syndicating or dealing in leased equipment or the business of managing railcars or
other railroad equipment or (y) Owner actively initiated the transaction or actively solicted
the Offer and (ii) Owner desires to accept the Offer, Owner shall first obtain a copy of the
Offer in writing signed by the Offeror and forward a true copy thereof to RMI. RMT shall
in such cases (but no others), thereupon bave the first option for a pericd not to exceed
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pinety (90) days after receipt of a copy of the Offer from Owner, to purchase :ll or anv of the
Cars upon the same terms and conditions set forth in the Offer. 1f RMI purchases 3 Car from
Owner pursuant to this Section 9(a) and within 90 days thereafter RMI resells the Car to a
third party [other than an affiliate (as defined in Section 9(b) of RMI),-RMI shall pay to
such Owner the excess, if any, of (i) the gross sales price of the Car over (Hb the sum of (x)
- the purchase price previously paid by RMI to Owner, (y) RMI's commission pursuant to
Section 9(b) below, potwithstanding any limitations therein, and (z) any costs or expenses
- ipcurred in connection with such resale, mdudmg any commission payable to any broker-
dealer; prorided, however, that if the Car is sold through a broker who is an affiiate of RMI.
any commission payable to, and retained by, such affiliate shall not exceed the commission
. pavable to the salesman employved by such affiliate.

-~ (b) Esclusnive Sales Agency. During the term of this Agre:rnent and for a pnod of
four months thereafter, RMI shall have the exclusive right to sell the Cars. Except in cace of
any sale or other disposition of a Car to RMI (whether pursuant to Section 9(a) or otherwise®
or any of its affiliates (that is, anv company, person or firm controlling. controlle2 bv. or under
common control with, RMI) or upon or in connection with a foreclosure, loss or des:riction
of a Car, Owner shall pay to RMI upon the sale of a Car a sales commission equal to the su=
of (i) four percent (4%) of the sale price and (ii) 25 of the sale price in excess of the
total purchcse price of the Car provided under paragraph 6 of the Purchase Contrac: {includ: rg
any storage and transit costs contemplated by said paragraph 6).

10. Subordination. This Agreement and RMI's authority and rights hereunder are subiec
to the lien upon, and security interest in, the Cars and revenues generated by the Cars held by any
Lender to whom Owner bas granted a security interest in the Cars; provided, however, tha: all
such liens and securiry interests are subject to any lease entered into during the term of this Ag.’ee-
mea: (including any rights of the lessees thereunder referred to in Section 11) and to RMI's right
collect Gross Revenues accruing during the term of this Agreement until such time as sums due R.\;I
bereunder as of the later of the date of default under the terms of any security agreemeat or
‘rtposses.'non of the Cars pu.mnnt to tuch security agreement are paid

1. Dealings uAth Lessees.

~ (a) It is intended that leases of cars managed under the Program will cover several or
all of the cars so managed under the Program at any time. Unless the lessee of such cars shall
be willing to pay rental to several lessors (and such lessee may decline, in its sole discreion,
" to pay reotal to more than a single lessor), any purchaser, foreclosing’ mortgagee, donee or
other transferee of any car subject to such lease (even though such car is not then managed
under the Program) shall, untl the expiration or termination of such lease, acknowledge
RMT as such purchaser s, foreclosing mortgagee's, donee’s or other transferee’s agent for the
purpose of receiving rentals under such lease (which rentals RMI shall remit, forthwith upon
feceipt, without deduction or charge); provided, however, that any foreclosing mortgagee or
transferee of such foreclosing mortgagee and RMI may select a person or entity, other than
RMI, as agent of such foreclosing mortgagee or transferee of such foreclosing mortgagee for

. the purpose of receiving reatals under such lease.

(b) In the event that RMI determines, i its sole discretion, that any purchaser, foreclosing
mortgagee, donee or other transferee of any car which is mbject to the leases referred to in
Section 11(a) and which is not managed under the Program is not capable of performing the
duties and oblnganons of a lessor under such leases in accordance with the terms thereof,
then RMI may require the transfer to RMI of all the right, title and interest under such
Jeases of such purchaser, foreclosing mortgagee, donee or transferee, without recourse,
withdraw the cars of such person from such leases and, if necessary, subsumte thereunder
cars identical or substantially similar to the cars 30 withdrawn.
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12 Wikdranal in Case of Specid Improvements. In the event that apy al'emiions,
modifcations, improvements or additions of the type referred to in Section 7(d) shall be reguired
and Owner shall not have consented to the making thereof, Owner may terminate this A.g-:cr.c:::
and withdraw from particpation in the Program. In the event that Owner shall not have cersened
to the making of any such alteration, modification, improvement or addition and shall not have
terminated this Agreement, from and after (i) the effective date of any law.or regulation prokibit-
ing, imiting or otherwise affecting the leasing, use, ownership, operation, or Maintenance of railway
cars, such as the Cars, which have not been 30 altered, modified, improved or added to, or (ii)
the effective date specified by RMI in its written potice to Owner advising Owner of the necassity
to make such alteration, modification, improvement or additions other than those referved to in
(i) above, the Cary will be deemed to have been withdrawn from the Managemes: Prograx and
all costs associated therewith (including maintenance and storage costs) will be the sole reszcn.
sibility of Owper and Owner shall receive only Gross Revenues and Net Earmings directy amd
actually derived from or attributed to the Cars

13. Reports.. -

(a) Not later thas 75 days after the end of each calendar quarter other than the jouma
calendar quarter, RMI on behalf of the Program will distribute 1o Owner ap unaudited remen
sbowing, in reasonable de:ail, the Gross Revesues, Operating Expesses afdd Ne: Earzings
for such quarter, including the computation and the allocation of any propesy taxes and the
coxputation of Owner's pro rata share of any items. Such reports shall also show the amcun
of Net Earnings, if any, for such quarter distributed for the benefit of Owner pursuaz: to
Secton 7(a).

(b) Within 75 days after the close of each calendar year, RMI on behall of the
Program will distribute to Owner a report showing for the fourth calendar quarer and suck
year (stated separately) the same information reporied on the quarterly repon distmbuted
pursuant to Section 13(a).

(¢) Not later than 75 days after the close of Owner’s taxable year (which will be deened
to be the calendar year unless Owner shall otherwise notify RMI in writing), RMI on behalé
of the Program will deliver to Ownper a statement setting forth all information (induding
computation of deprecation and amortization deductions computed on the same or similar
bases as those set forth in the analytic models contained in the Prospectus relating to, amorg
other things, the Prognm) reasonably necessary in connection with the preparation of Owner's

- {eden] income tax returns.

(d) Within 90 days after the close of each calendar year, RMI oo behalf of the Program
will deliver to Owner a report of such independent certified public accountants as are then
acting as accountants to RMI and its affiliates, as to such accountants’ review (which review
will not constitute, and .is not intended to be equivalent to, an audit of the operation of the
Cars) of the opmn’on.s of the Program, the mathematical correctness of the computations
made by RMI in the allocation of Gross Revenues, Operating Expenses and Net Eamings
and the conformity of the accounting procedures followed by RMI to the obligations and
duties of RMI under this Agreement

(¢) Notwithstanding this Section 13, if the Program is required pursuant to either
Section 12 or Section 15(d) of the Securities Exchange Act of 1934 to file reports under
Section 13 of the Securities Exchange Act of 1934, then, in lieu of the reports required under

this Section 13, the Program shall provide to Owner a quarterly report or annual report, as
the case may be, in such form and containing such mformanon as shall be required under such
sections and reg'ulanons thereunder.

14. Use of Cors. RMI shall enforce the obligations of the lessees under the Leases cover- -
ing the Cars 5o that the Cars will not be used predominantly outside the United States within e

[10)



meaning of Section 48(a)(2)(A) of the Internal Revenue Code of 1954, as amended, or any
successor provision thereof, and the regulations thereunder. RMI in the leasing of Cars and in the
allocation of Cars to various leases shall cause each lease for the Cars entered into, or arrangements
~ for the use of the Cars made, subsequent to the termination of any of the leases to contain provisions
regarding the identity of the lessees or sublessees of the Cars and the locations of use of the Cars so
as to avoid recapture of any allowable investment tax credit claimed with respect to the Cars. This
provision shall not, however, require RMI to enter into any lease which restricts the location of the
use of the Cars on a fiscal year rather than a calendar year basis.

15. Notices. Any notice required or permitted hereunder shall be in writing and shall be
valid and sufficient if delivered personally or dispatched in any post office of the United States by
registered or certified mail, postage prepaid, addressed to the other party as follows:

If to RMI: PLM Railcar Management, Inc. |
' : 50 California Street
~ San Francisco; California 94111
Attention: Vice President—Investor Programs
If to Owner: To the address set forth on the
signature page to this Agreement;

LR E

and any party may change such address by notice given to the other party in the manner set forth_

above. ' -

N v o T . ' R '..‘ e
16. Miscellaneous. ; R N R R

(a) Governing Low. This Agreement shall be govefhed by and construed under the laws
of the State of California.

t
(b) Counterparts. This Agreément may be executedﬁn two- sOl" mo\re counterparts each
of which shall be deemed an original, but all of whlch together shall constltute one and the

same instrument. . s \»:: ) -x" . :_“ R ST \ Vs s e
(¢) Headings. Titles and headings of the sections and Subsectxons of this Agreement are
for the convenience of reference only and do not form a part of this Agreement and shall not

in any way affect the interpretation hereof.

(d) Amendment. No explanation or information by either of the parties hereto shall
alter or affect the meaning or interpretation of this Agreement and no modification or amend-
ment to this Agreement shall be valid unless in writing and executed by both parties hereto.

(e) Successors ond Assigns. The terms and conditions of this Agreement shall inure
to the benefit of and be binding upon the respective successors and assigns of the parties hereto;
_provided, however, that no assignment hereof by Owner or transfer of any of the Owner'’s
rights hereunder whether by operation of law or otherwise shall be valid and effective as against
RMI without the prior written consent of RMI.

(f) Force Majeure. Neither party hereto shall be deemed to be in breach or in violation
of this Agreement if either is prevented from performing any of .its obligations hereunder for
any reason beyond its reasonable control including and without limitation acts of God, riots,
strikes, fires, storms, public disturbances, or any regulation of any federal, state or local gov-
ernment or any agency thereof.

" (g) Other Customers of RMI. It is expressly understood and agreed that nothing herein
contained shall be construed to prevent or prohibit RMI from providing the same or similar
services to any person or organization not a party to this Agreement. In particular, RMI shall
be entitled to manage identical cars not managed under the Program under a similar manage-
ment agreement with another owner; provided, however, that if RMI owns, or manages for
another party, railroad cars which are similar to the Cars, and the total of such cars (including
the Cars) available for lease exceeds the demand for such cars, the Cars shall be treated no
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- less favorably than any other cars RMI owns or manages. Owner recognizes and acknowledges
that it is RMI’s intention to give priority to those cars which have been off-lease and available
for the longest period of time.

(h) Waiver. The waiver of any breach of any term or condition hereof shall not be
deemed a waiver of any other or subsequent breach, whether of like or different nature.

(i) Severability. If any term or provision of this Agreement or the performance thereof
shall to any extent be invalid or unenforceable, such invalidity or unenforceability shall not
affect or render invalid or unenforceable any other provision of this Agreement, and this
Agreement shall be valid and enforceable to the fullest extent permitted by law.

In WITNESS WHEREOF, the parties hereto have executed this Agreement as of DEC. L. 1. 1989
.(date of Closmg, to be completed by RMI)

Pf&“@%&%&%@%@%ﬁ@c
By M A —

OWNER:

OW

...... By

Address /5—2‘{'% 14/'/ %ﬁ Address

REQUEST FORM PURSUANT TO SEC-
TION 7(a):

Owner hereby requests RMI to make the special
distributions provided for in Section 7 (a) of this.
Agreement.

By

(If Owner has executed the above request form
pursuant to Section 7(a), complete the “Financ-
ing Notice” attached hereto and deliver it to RMI;
if all of the information required by the “Financ-
ing Notice” is not available at the time of delivery
of this Agreement, please complete and transmit
such Notice as soon as such information is avail-
able.)

The following legend is applicable to California residents only:

“IT IS UNLAWFUL TO CONSUMMATE A SALE OR TRANSFER OF THIS SECUR-
ITY, OR ANY INTEREST THEREIN, OR TO RECEIVE ANY CONSIDERATION
THEREFOR, WITHOUT THE PRIOR WRITTEN CONSENT OF THE COMMISSIONER
OF CORPORATIONS OF THE STATE OF CALIFORNIA, EXCEPT AS PERMITTED
IN THE COMMISSIONER'S RULES.”
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PLEASE BE SURE TO FILL IN ALL BLANKS.

For Owner w is‘z individual:
STATE OF XL IBANIA 4. ...

COUNTY Or .. Hes

8s.:
Mﬁ., 19.{.9 before me personally appeared %‘.«' W% ""}/“J

On this 5%’day of .
(name of the signer of the foregoing instrument), to me known to be the person described in and who
executed the foregoing instrument and he or she acknowledged that he or she executed the same as his
or her free act and deed.

[SEAL]

My commission expires . - et e
OFTFICIAL SEAL
%' 20] /q?l LORENE M, SPRUNGL
77 | NOTARY PUBLIC - CALIFORNIA

ORANGE COUNTY

)3 ZD, 1981
For Owner which is a corporation:
STATE OF ss.:
CoOUNTY OF .
On this ...... day of ....ooeececeee wonieery 19...., before me personally appeared
(name of signer of foregoing instrument), to me personally known, who being by me duly sworn, says
that he is the (title of office) of (name of corporation),

that the seal affixed to the foregoing instrument is the corporate seal of said corporation, that said
instrument was signed and sealed on behalf of said corporation by authority of its Board of Directors,
and he acknowledged that the execution of the foregoing instrument was the free act and deed of said
corporation. '

My commission expires

City ANpP CouNTY OF SAN FraNCISCO

On this u“wday okouﬂmm, lQ.&Dbcfore me personally appeared U)“\lLa/VY\M‘H’W\&"/"/
(name of signer of foregoing instrument), to me personally known, who being by me duly sworn, says
that he is thel»({).. £20500C (title of office) of PLM RAILCAR MANAGEMENT, INCZfthat the
seal affixed to the foregoing instrument is the corporate seal of said corporation, that said instrument
was signed and sealed on behalf of said corporation by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument was the free act and deed.

STATE OF CALIFORNIA g .

[Sear)

My commission expires

O \
ROBIN 1 AUSTH; i
LA (R
NOTARY PUBLIC - C/".L.’FOPNY/\ {
SAN FRA%CISCH orn ‘

113 L e i

7{~ THE ARTICLES OF INCORPORATION OF PLM, RAILCAR
MANAGEMENT, INC. WERE AMENDED TO CHANGE ITS
NAME TO PLM INVESTMENT MANAGEMENT, INC.




SCHEDULE 2

FINANCING NOTICE

Owner has financed a portion of the purchase price for the Cars described in that certain Manage-
ment Agreement under RMI Covered Hopper Railcar Program 79-1 and, pursuant to Section 7(a) of
the Management Agreement, hereby requests that RMI assist in providing for payment of Debt Service.
RMI is hereby authorized to rely on the following information.

Name of Lender:
Address:

Phone:

Officer in charge of account:

Account or Loan Number:

~ Date Installments commence:
Amount of each Installment:
Day of month Installments Due:
Number of Installments:
Due Date of Final Installment:

Amount of “Balloon Payment”:

Due Date of any “Balloon
Payment”:

Owner hereby requests that payment be made:

(Please check one.)
First day of Month: ...

Last day of Month: ........

[Please Print]

Signature
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