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Gentlemen: =
INTERSTATE COMMERCE COMMISSION. %

Enclosed for recordation under the provisions of
49 USC Section 11303(a) are the original and five counter-
parts of an Equipment Lease dated as of March 1, 1980 and of
a Security Agreement-Trust Deed dated as of March 1, 1980.

The general description of the railroad equipment
covered by the enclosed document is set forth in Schedule A
attached to this letter and made a part hereof.

The names and addresses of the parties are:

Lessor and Debtor: EFS Alpha, Inc.

0—105A011 v 164 Mason Street
No/ _
pate _APR 14 1380

Greenwich, Connecticut 06830

Lessee: Western Co-operative Fertilizers
FeeS;_:jaLééﬁ_; (U.S.) Inc.

Phosphate Mine and Plant Office

lcc washington. Do Cn P.O. Box 7 63

—-—

/Q:;f&¢”“é;-%}

az,

0@%%\

Soda Springs, Idaho 83276

Security Trustee: The Connecticut Bank and
Trust Company
One Constitution Plaza
Hartford, Connecticut 06115

The undersigned is the Lessor mentioned in the
enclosed Equipment Lease as well as the Debtor mentioned in
the enclosed Security Agreement~Trust Deed and has knowledge
of the matters set forth therein.

Please return the original and four counterparts
of the Equipment Lease and the Security Agreement-Trust Deed
to the person presenting these documents.

Also enclosed is a check in the amount of $100.00
covering the required recording fee.

Very truly yours,

EFS ALPHA, INC.

Enclosures By g;?%”§§ZLCL&wJDQ
/

\/1 44 \ L["\"C’LLL‘!
LESSOR AS AFORESAID




SCHEDULE A

DESCRIPTION OF EQUIPMENT

DESCRIPTION AND ROAD MARKS
OF ITEMS:

100 4,750 Cubic Foot Covered Hopper
Cars, Marked and Numbered MBFX

4500 through 4599 both inclusive,
complying with Manufacturer's
Specifications HC3-47A

Dated: September 1, 1978
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SECURITY AGREEMENT-TRUST DEED

Dated as of March 1, 1980

From

EFS ALPHA, INC.
DEBTOR

To

THE CONNECTICUT BANK AND TRUST COMPANY
SECURED PARTY

(WCFL No. 80-1)
(100 Covered Hoppers)
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SECURITY AGREEMENT-TRUST DEED

THIS SECURITY AGREEMENT-TRUST DEED dated as of March 1,
1980 (the "Security Agreement") 1is from EFS ALPHA, INC., a Delaware
corporation, the mortgagor under this Agreement (the "Debtor"),
Debtor's post office address being 164 Mason Street, Greenwich,
Connecticut 06830, to THE CONNECTICUT BANK AND TRUST COMPANY,
the mortgagee under thils Agreement (the "Secured Party"), whose
pgst office address 1s One Constitution Plaza, Hartford, Connecticut
06115.

RECITALS:

—— v —— o o - — —

A. The Debtor and the Secured Party have entered
into a Participation Agreement dated as of March 1, 1980 (the
"Participation Agreement") with Western Co-operative Fertilizers
(U.S.) Inc., a Delaware corporation (the "Lessee"), Western
Co-operative Fertilizers Limited (the "Guarantor"), the Secured
Party and the institutional investor referred to in Schedule 2
thereto (the "Note Purchaser") providing for the commitment of
the Note Purchaser to purchase on certain dates therein provided
not later than June 30, 1980, the 13% Secured Notes (the "Notes")
of the Debtor not exceeding an aggregate principal amount of
$3,522,750. The Notes are to be dated the date of issue, to
bear interest from such date at the rate of 13% per annum prior
to maturity, to be expressed to mature in 64 consecutive quarterly
installments, including both principal and interest, payable in
accordance with the amortization schedule set forth in Schedule
1 hereto with the first such installment to be paid three months
following the earlier of the first day of the month next succeeding
the month on which the final Closing Date (as defined in the
Participation Agreement) occurs or July 1, 1980, and the balance
of such installments at three-month intervals thereafter; and
to be otherwise substantially in the form attached hereto as
Exhibit A.

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

C. All of the requirements of law relating to the
transactlion contemplated hereby have been fully complied with
and all other acts and things necessary to make this Security
Agreement a valid, binding and legal instrument for the security
of the Notes have been done and performed.
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SECTION 1. GRANT OF SECURITY.

The Debtor in conslderation of the premises and of the
sum of Ten Dollars received by the Debtor from the Secured Party
and other good and valuable conslderation, recelpt whereof 1s
hereby acknowledged, and in order to secure the payment of the
principal of and interest on the Notes according to theilr tenor
and effect, and to secure the payment of all other indebtedness
hereby secured and the performance and observance of all of the
Debtor's covenants and conditions in the Notes and in this Security
Agreement and in the Participation Agreement contained, does
hereby convey, warrant, mortgage, assign, pledge and grant a
security interest as and by way of a fixed and specific mortgage
pledge and charge to and in favor of the Secured Party, its
successors 1n trust and assigns, in all and singular of the Debtor's
right, title and interest 1n and to the propertles, rights,
interests and privileges described in Sections 1.1, 1.2 and 1.3
hereof, subject always to those limitations set forth in Section
1.4 hereof and to Excepted Rights in Collateral as defined in
Section 1.6 hereof (all of which properties hereby mortgaged,
assigned and pledged or intended so to be are herelnafter
collectively referred to as the "Collateral”, and the interest of
the Secured Party in the Collateral hereby created or intended so
to be is hereinafter referred to as the "security interest").

TO HAVE AND TO HOLD the Collateral unto the Secured
Party, 1ts successors 1n trust and assligns, forever in trust
nevertheless upon the terms and trusts hereln set forth, for the
equal and proportionate benefilt, security and protection of all
present and future holders of the Notes outstanding under the
Participation Agreement, without preference, prilority or distinc-
tion of any Note over any other Note by reason of priority at the
time of 1ssue, sale, negotliation, date of maturity thereof or
otherwlse for any cause whatsoever.

1.1. Equipment Collateral. Collateral includes the
rallroad equipment described in Schedule 2 attached hereto and
made a part hereof (collectively the "Equipment" and individually
an "Item" or "Item of Equipment") constituting the Equipment
leased and delivered under that certain Equipment Lease dated as
of March 1, 1980 (the "Lease") between the Debtor, as lessor, and
the Lessee, as lessee; together with all accessories, equipment,
parts and appurtenances appertalning or attached to any of the
Fquipment herelnabove described, whether now owned or hereafter
acqulred, except such thereof as remaln the property of the Lessee
under the Lease, and all substitutions, renewals or replacements
of and additions, improvements, accessions and accumulations to
any and all of said Equlpment, except such thereof as remalin the
property of the Lessee under the Lease, together with all the
rents, 1ssues, 1ncome, profits and avalls therefrom.

1.2. Rental Collateral. Collateral also includes all
right, title, interest, claims and demands of the Debtor as lessor
in, to and under the Lease, including all extensions of the term
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of the Lease, together with all rights, powers, privileges,
options and other benefits of the Debtor as lessor under the Lease,
including, without limitatilon:

(1) the immediate and continuing right to recelve
" and collect all rental, casualty value payments, insurance
proceeds, condemnation awards and other payments, tenders
and security now or hereafter payable to or recelvable by
the Lessor under the Lease pursuant thereto, except those
sums reserved as Excepted Rights in Collateral under
Section 1.6 hereof;

(2) the right to make all walvers and agreements
and to enter into any amendments relating to the Lease
or any provision thereof except with regard to the right
of the Debtor to recelve those sums reserved as Excepted
Rights in Collateral under Section 1.6 hereof; provided,
however, that (1) in the case of a walver, agreement or
amendment which shall affect any right or interest of the
Debtor in Excepted Rights in Collateral, or (ii) so long as
no Event of Default hereunder or any event which with the
lapse of time or the glving of notice, or both, would constitute
such an Event of Default shall have occurred and be continuilng,
no walvers, agreements or amendments shall be made by the
Secured Party without the consent of the Debtor; and

(3) subject to those rights granted the Debtor
under Section 5.3 hereof, the right to take such action
upon the occurrence of an Event of Default under the
Lease or an event which, with the lapse of time or the
glving of notice, or both, would constitute an Event of
Default under the Lease, including the commencement,
conduct and consummation of legal, administrative or
other proceedings, as shall be permitted by the Lease
or by law, and to do any and all other things whatsoever
which the Debtor or any lessor 1s or may be entitled
to do under the Lease; provided, however, that Collateral
shall not 1nclude the right to take any such action
resulting solely from the fallure of the Lessee to pay
any sums reserved as Excepted Rights in Collateral under
Section 1.6 hereof, but the Debtor's right to proceed
solely in 1its own behalf under the Lease 1n respect of any
such failure shall be limited to actions taken pursuant
to Section 14.2(a) of the Lease and the Debtor shall have
no right to terminate the Lease 1n such event pursuant to
Section 14.2(b) of the Lease or otherwise;

1t being the intent and purpose hereof that subject always to
Excepted Rights 1n Collateral (as defined in Section 1.6 hereof),
the asslgnment and transfer to the Secured Party of said rights,
powers, privileges, options and other benefits shall be effective
and operative immediately and shall continue in full force and
effect, and the Secured Party shall have the right to collect

and receive all rental, casualty value payments and termination
value payments, 1f any, and other sums for application in
accordance with the provisions of Section 4 hereof at all times
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during the period from and after the date of this Security
Agreement untll the indebtedness hereby secured has been fully
pald and discharged.

1.3. QGuaranty Collateral. Collateral also includes
the Guaranty Agreement dated as of March 1, 1980 (the "Guaranty
Agreement") between the Guarantor and the Debtor, including, without
limitation, any and all sums due and to become due thereunder insofar
as the same relates to the Collateral described in Section 1.2 hereof.

1.4, Limitations to Security Interest. The security
interest granted by this Section 1 1s subject to (a) the right,
title and interest of the Lessee in and to the Equipment under
the Lease so long as no Event of Default thereunder, or any event
which with the lapse of time or the giving of notice, or both,
would constitute such an Event of Default thereunder shall have
occurred and be continuing, (b) the lien of current taxes or assess-
ments and assessments not in default (but only if such taxes are
entitled to priority as a matter of law), or, 1f delinquent, the
validity of which is being contested in good faith, so long as such
contest will not affect or endanger the security 1interest or other
rights of the Secured Party hereunder, (c¢) llens of mechanics,
materlialmen and laborers for work or service performed or materials
furnished which are not yet due and payable, (d) lliens and charges
which the Lessee 1s obligated to satisfy and discharge under Section
9 of the Lease, and (e) rights reserved to or vested in any
government, municipality or public authority to control or regulate
any Item of Equipment or the use of such Item in any manner
which has no materlal adverse effect on the use of such Item for
the Debtor's purposes (collectively "Permitted Encumbrances").

1.5. Duration of Security Interest. The Secured Party,
its successors in trust and assigns shall have and hold the
Collateral forever; provided, always, however, that such security
interest is granted upon the express condition that 1if the Debtor
shall pay or cause to be paid all the indebtedness hereby secured
and shall observe, keep and perform all the terms and conditions,
covenants and agreements herein and in the Participatlion Agreement
and the Notes contained, then these presents and the estate hereby
granted and conveyed shall cease and this Security Agreement shall
become null and void; otherwise to remain in full force and effect.

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

(a) all payments of any indemnity under Sections 6
and 10.2 of the Lease or repayments to the Debtor (as
lessor) or interest on such payments by reason of pay-
ments by the Debtor (as lessor) under Sectlon 21.2 of
the Lease which by the terms of any of such sections of
the Lease are payable to the Debtor for 1ts own account;

.



(b) all rights of the Debtor under the Lease to
demand, collect, sue for or otherwise obtain all amounts
from the Lessee due the Debtor on account of any such
indemnitles or payments, provided that the rights excepted
and reserved by this paragraph (b) shall not be deemed
to 1nclude the exerclse of any remedles provided for 1in
Section 14 of the Lease except those contained in Section
14.2(a) thereof;

(c) any insurance proceeds payable under general
public 1liability policles maintained by the Lessee
pursuant to Sectlon 11.1 of the Lease which by the terms
of such policles or the terms of the Lease are payable
directly to the Debtor for i1ts own account; and

(d) all rights of the Debtor under the Guaranty
Agreement to demand, collect, sue for or otherwilse
obtaln amounts from the Guarantor due the Debtor on
account of those payments described in subsection
1.6(a), (b) or (c¢) above, provided that the rights
excepted and reserved by this subsection 1.6(d) shall
not be deemed to include the exercise of any remedles
provided for in Section 14 of the Lease except those
contained in Section 14.2(a) thereof.

SECTION 2. COVENANTS AND WARRANTIES OF THE DEBTOR.

The Debtor covenants, warrants and agrees as follows:

2.1. Debtor's Duties. The Debtor covenants and agrees
well and truly to perform, abide by and to be governed and
restricted by each and all of the terms, provislons, restrictions,
covenants and agreements set forth 1n the Participatlion Agreement,
and 1n each and every supplement thereto or amendment thereof
which may at any time or from time to time be executed and delivered
by the partles theretc or thelr successors and assigns, to the
same extent as though each and all of said terms, provisions,
restrictions, covenants and agreements were fully set out hereiln
and as though any amendment or supplement to the Participation
Agreement were fully set out in an amendment or supplement to this
Security Agreement. The Debtor undertakes to perform only such
duties as are expressly and specifically set forth herein and
in the other Operative Agreements (as defined in the Participation
Agreement) and no implied obligations or covenants shall be read
into thls Security Agreement or any other Operative Agreements
agalnst the Debtor.

2.2, Warranty of Title. The Debtor has the right, power
and authority to grant a mortgage, pledge, charge and securlty
interest in the Collateral to the Secured Party for the uses and
purposes hereln set forth; and the Debtor will warrant and defend
the title to the Collateral against all claims and demands of
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persons claiming by, through or under the Debtor, excepting only

this Security Agreement and Permitted Encumbrances. The Debtor

also agrees that it will, at 1ts own cost and expense, without

regard to the provisions of Section 7 hereof, promptly take

such action as may be necessary to duly discharge any liens and
encumbrances on the Collateral arising by, through or under the
Debtor other than this Securlty Agreement and Permitted Encumbrances.

2.3. Further Assurances. The Debtor will, at no expense
to the Secured Party, do, execute, acknowledge and deliver all and
every further acts, deeds, conveyances, transfers and assurances
necessary or proper for the protection of the rights and security
of the Secured Party being herein provided for in the Collateral,
whether now owned or hereafter acquired. Without limiting the
foregoling but 1in furtherance of the mortgage, pledge, charge and
securlty interest hereln granted in the rents and other sums due
and to become due under the Lease, the Debtor covenants and agrees
that it will, pursuant to Section 16 of the Lease, notify the
Lessee of the assignment hereunder and direct the Lessee to make
all payments of such rents and other sums due and to become due
under the Lease other than Excepted Rights in Collateral directly
to the Secured Party or as the Secured Party may direct in
writing.

2.4, After-Acquired Property. Any and all property
described or referred to in the granting clauses hereof which 1s
hereafter acquired shall ipso facto, and without any further
conveyance, asslignment or act on the part of the Debtor or the
Secured Party, become and be subject toc the mortgage, pledge,
charge and securlty 1interest herein granted as fully and completely
as though specifically described herein, but nothing in thils Section
2.4 contained shall be deemed to modify or change the obligation
of the Debtor under Section 2.3 hereof.

2.5. Recordation and Flling. The Debtor will cooperate
fully with the Lessee and/cr the Secured Party in any effort to
cause this Security Agreement and all supplements hereto, the
Lease and all supplements thereto, and all financing and continuation
statements and simllar notices required by applicable law, at all
times to be kept, recorded and flled at no expense to the Secured
Party 1n such manner and 1n such place as may be requested in writing
by the Secured Party in order to fully preserve and protect the
rights of the Secured Party hereunder.

2.6. Modifications of the Lease. The Debtor will not:

(a) declare a default or exerclse the remedles
of the Lessor under, or terminate, modify or accept a
surrender of, or offer or agree to any termination,
modification or surrender of, the Lease (except as
otherwise expressly provided herein);

(b) except in respect of Excepted Rights in
Collateral, recelve or collect any rental payment under
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the Lease prior to the date for payment thereof provided
for by the Lease or assign, transfer or hypothecate or
grant a security interest in (other than to the Secured
Party hereunder) any rent payment then due or to accrue
in the future under the Lease in respect of the
Equipment; or

(e¢) except in respect of Excepted Rights in
Collateral, sell, mortgage, transfer, assign or
hypothecate or grant a security interest in (other than
to the Secured Party hereunder) 1its interest in the
Fquipment or any part thereof or 1In any amount to be
recelved by 1t from the use or disposition of the
Equlipment.

2.7. Power of Attorney in Respect of the Lease. The
Debtor does hereby irrevocably constitute and appoint the Secured
Party 1ts true and lawful attorney with full power of substitution,
for 1t and in 1ts name, place and stead, to ask, demand, collect,
receive, receipt for, sue for, compound and glve acquittance for
any and all rents, income and other sums which are assigned under
Sections 1.1, 1.2 and 1.3 hereof with full power to settle, adjust
or compromlse any claim thereunder as fully as the Debtor could
1tself do, and to endorse the name of the Debtor on all commercilal
paper given in payment or 1in part payment thereof, and in 1its
discretion to file any claim or take any other action or proceedings,
elther in 1ts own name or in the name of the Debtor or otherwlse,
which the Secured Party may deem necessary or approprlate to protect
and preserve the right, title and interest of the Secured Party in
and to such rents and other sums and the securlty 1lntended to be
afforded hereby; provided, however, that so long as no Event of
Default hereunder or any event which with the lapse of time or the
glving of notice, or both, would constitute such an Event of Default
shall have occurred and be continuing, no settlements, adjustments
or compromlse of any claim shall be made by the Secured Party without
the consent of the Debtor.

2.8. Notice of Default. The Debtor further covenants
and agrees that 1t will give the Secured Party prompt written
notice of any event or condition constituting an Event of Default
under the Lease 1f any responsible officer of the Debtor has actual
knowledge of such event or condition. For the purposes of this
Sectlon 2.8, a "responsible officer" shall mean, with respect to
the subJect matter of any covenant, agreement or obligation of the
Debtor in thls Security Agreement contailned, any corporate officer
of the Debtor who, in the normal performance of his operational
responsibilities, would have knowledge of such matter and the
requlrements of thils Securlity Agreement wilth respect thereto.

2.9. Malintenance of Corporate Existence. The Debtor
wlll preserve and keep in full force and effect its corporate
exlstence, rights and franchises and all licenses and permits
necessary to the performance of 1ts obligatlions hereunder, except
as otherwlse provided in Section 2.10 hereof.
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2.10. Restrictions on Mergers, Consolidations and Sales
of Assets. The Debtor will not sell, lease, transfer or otherwise
dispose of all or a substantial portion of 1ts corporate property
or assets to any person, firm or corporation or consolidate with
or merge into any other corporation or permit another corporation
to merge into it unless (1) the successor formed by or resulting
from such consolidation or merger or to which such sale, lease or
other dlsposition shall have been made shall be a solvent corpora-
tlon organized under the laws of the Unlted States of America or a
State thereof or the District of Columbia; (il) such successor
corporation (if other than the Debtor) shall assume all of the
Debtor's obligations under thls Security Agreement, the Notes, the
Participation Agreement, the Lease and the Purchase Order Assignment
referred to in the Participation Agreement; and (1i1) immediately
after such merger, sale, lease or other disposition, such successor
corporation shall not be in default in the performance or observance

~of any of the covenants, agreements or condltions contained in the

Participation Agreement, thils Security Agreement, the Lease or sald
Purchase Order Assignment. _

SECTION 3. POSSESSION, USE AND RELEASE OF PROPERTY.

3.1. Possession of Collateral. While the Debtor is not
in default hereunder, it shall be suffered and permitted to remain
in full possession, enjoyment and control of the Equipment and to
manage, operate and use the same and each part thereof with the
rights and franchlses appertaining thereto, provided, always, that
the possession, enjoyment, control and use of the Equipment shall
at all times be subject to the observance and performance of the
terms of this Security Agreement. It 1s expressly understood that
the use and/or possession of the Equipment by the Lessee under and
subject to the Lease shall not constitute a violation of thils
Section 3.1.

3.2. Release of Property. So long as no default referred
to in Sectlon 14 of the Lease has occurred and 1s continuing to
the knowledge of the Secured Party, the Secured Party shall execute
a release 1n respect of any Item of Equipment designated by the
Lessee for settlement pursuant to Section 11 of the Lease upon
recelpt from the Lessee of written notice designating the Item of
Equipment in respect of which the Lease wilill termlnate and the
recelpt from the Lessee of all sums payable for such Item of
Equipment in compliance with Section 11 of the Lease.

3.3. Protection of Purchaser. No purchaser in good
faith of property purporting to be released hereunder shall be
bound to ascertain the authority of the Secured Party to execute
the release, or to lnquire as to any facts required by the
provisions hereof for the exercise of such authority; nor shall
any purchaser, 1n good falth, of any item or unit of the Collateral
be under obligation to ascertalin or inquire into the conditions
upon which any such sale 1s hereby authorized.
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SECTION 4. APPLICATION OF ASSIGNED RENTALS AND CERTAIN OTHER
MONEYS RECEIVED BY THE SECURED PARTY.

4,1. Application of Rents and Other Payments. As more
fully set forth in Section 1.2 and 1.3 hereof the Debtor has hereby
granted to the Secured Party a security interest in rents, 1issues,
profits, 1ncome and certain other sums due and to become due under
the Lease 1In respect of the Equipment as security for the Notes.
Except as otherwise provided in Section 4.3 hereof, the following
described assigned amounts are to be applied to the payment of
the Notes in the manner provided, and any other such amounts
shall be released to or upon the order of the Debtor:

(a) The amounts from time to time recelved
by the Secured Party which constitute payment by
the Lessee under the Lease (or by the Guarantor in
respect thereof under the Guaranty Agreement) of the
installments of rental under the Lease shall be
applied first, to the payment of the lInstallments of
principal and interest (and in each case first to
Interest and then to principal) on the Notes, which
installments are due or will become due on or before
the due date of the Installments of rental which are
received by the Secured Party, and then the balance,
if any, of such amounts shall be paid to or upon the
order of the Debtor not later than the first business
day following the recelpt thereof;

(b) The amounts from time to time received by
the Secured Party which constitute settlement by the
Lessee of the "Casualty Value" for any Item of Equip-
ment pursuant to Section 11 of the Lease (or by the
Guarantor in respect thereof under the Guaranty
Agreement) shall be applied by the Secured Party as
follows:

(1) First, to the payment of an amount equal
to the accrued and unpaid interest on that portion
of the Notes to be prepald pursuant to the following
subparagraph;

(11) Second, an amount equal to the Loan Value
of such Item of Equipment for which settlement 1is
then being made shall be applied to the prepayment
of the princlipal of the Notes so that each of the
remaining installments of each Note shall be
reduced in the proportlion that the principal amount
of the prepayment bears to the unpald principal
amount of the Notes 1immedlately prior to the prepayment;
and

(111) Third, the balance, if any, of such amounts
held by the Secured Party after making the appllcations
provided for by the preceding subparagraphs (1) and
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(11) shall be released to or upon the order of the
Debtor on the date of payment of the amounts provided
in the preceding clauses (i) and (i1).

For purposes of this Section 4.1(b), the "Loan Value" in
respect of any Item of Equipment, shall be an amount equal
to the product of (A) a fraction, the numerator of which -is
an amount equal to the Purchase Price (as defined in the
Participation Agreement) of such Item of Equipment for
which settlement 1s then being made and the denominator

of which 1s the aggregate Purchase Price of all Items of
Equipment then subject to the Lease (including the Purchase
Price of such Item of Equlipment for which settlement is then
being made), times (B) the unpald principal amount of the
Notes 1mmediately prior to the prepayment provided for in
this Section 4.1(b) (after gilving effect to all payments of
installments of principal made or to be made on the

date of prepayment provided for in this Section 4.1(b));

(¢) The amounts received by the Secured Party from
time to time whlch constitute proceeds of casualty insurance
maintained by the Lessee 1n respect of the Equipment, shall
be held by the Secured Party as a part of the Collateral
and shall be applled by the Secured Party from time to time
to any one or more of the following purposes:

(1) So long as no Event of Default has
occurred and i1s continulng to the knowledge of the
Secured Party, the proceeds of such insurance shall,
if the Item of Equlpment 1s to be repaired, be
released to the Debtor to reimburse the Lessee for
expendltures made for such repair upon receipt by
the Secured Party of a certificate of an authorized
officer of the Lessee to the effect that any damage
to such Item in respect of which such proceeds were
pald has been fully repalred; and

(11) 1If the insurance proceeds shall not have
been released to the Debtor pursuant to the preceding
paragraph (1) within 180 days from the receipt thereof
by the Secured Party, or 1f within such period the
Lessee shall have notified the Secured Party in
writing that the Lease 1s to be terminated 1in respect
of such 1tem 1in accordance with the provisions of
Section 11.2 of the Lease then so long as no Event
of Default hereunder has occurred and 1is continuing
to the knowledge of the Secured Party, the 1lnsurance
proceeds -shall be appllied by the Secured Party as
follows:

(A) First, to the prepayment of the

Notes, all 1n the manner and to the extent
provided for by Section 4.1(b) hereof; and
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(B) Second, the balance, if any, of
such 1insurance proceeds held by the Secured
Party after making the applications provided
for by the preceding subparagraph (A) shall
be released to or upon the order of the Debtor
on the date of such prepayment of the Notes.

h,2. Multiple Notes. If more than one Note 1s outstanding
at the time any such application 1s made, such application shall
be made on all outstanding Notes ratably 1n accordance with the
aggregate principal amount remaining unpaid thereon.

4.3. Default. If an Event of Default referred to in
Section 5 hereof has occurred and 1s continuing, and the Secured
Party has (as assignee from the Debtor) terminated the Lease
pursuant to Section 14.2 thereof, all amounts received by the
Secured Party pursuant to Section 1.2 and 1.3 hereof shall be
applied in the manner provided for in Section 5 in respect of
proceeds and avalls of the Collateral.

4,4, Withholding of Amounts from Debtor. Anything 1in
this Section 4 to the contrary notwithstanding, upon the occurrence
of an Event of Default, all amounts which, but for the provislons
of this Section 4.4, would be distributable by the Secured Party
to or upon the order of the Debtor shall be held by the Secured
Party as part of the Collateral and, if such Event of Default shall
be wailved or shall cease to be continuing prior to the time such
amounts shall become distributable pursuant to Section 4.3 hereof,
or 1f the Notes are not declared due and payable pursuant to
Section 5.2(a) hereof within 180 days after the occurrence of such
Event of Default, such amounts shall be released by the Secured
Party to or upon the order of the Debtor.

4,5. Amounts Not Assigned. Anything in this Section 4
to the contrary notwithstanding, any amounts received by the Secured
Party which constitute part of the Excepted Rights in Collateral
shall be released to or upon the order of the Debtor.

4.6. Funds Received by Debtor. All funds properly paid
to and received by the Debtor in compliance wlth the provisions
hereof shall be vested iIn the Debtor as 1ts property and may not be
recovered therefrom.

SECTION 5. DEFAULTS AND OTHER PROVISIONS.

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

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

(b) An Event of Default (as defined in the Lease)
shall have occurred and be contlnulng under the Lease,
except a default by the Lessee in paylng any amount
which constitutes part of the Excepted Rights in
Collateral;

(c) Default on the part of the Debtor in the
due observance or performance of any covenant or
agreement to be observed or performed by the Debtor
under this Security Agreement or the Participation
Agreement, and such default shall continue unremedled
for 30 days after written notice from the Secured Party
to the Debtor specifying the default and demanding the
same to be remedied;

(d) Any representation or warranty on the part
of the Debtor made herein or in the Participation
Agreement shall prove to have been untrue 1ln any
material respect when made and shall continue to be
untrue;

(e) Any claim, lien or charge (other than Permitted
Encumbrances and liens, charges and encumbrances which
the Lessee 1s obligated to discharge under Section 9
of the Lease) shall be asserted against or levied or
imposed upon the Equlpment which is prior to or on a
parity with the security interest granted hereunder,
and such claim, lien or charge shall not be discharged
or removed within 60 calendar days after written notlce
from the Secured Party or the holder of any Note to the
Debtor and the Lessee demanding the discharge or removal
thereof, or in the case of any such claim, lien or charge
of a Canadlan origin, within 90 days after receipt of
such notice;

(f) The Debtor becomes insolvent or bankrupt or
fails to pay its debts generally as they become due,
or makes an assignment for the benefit of creditors or
applies for or consents to the appointment of a custodian,
liquidator, trustee or recelver for the Debtor or for the
ma jor part of its property;

(g) A custodian, liquidator, trustee or recelver
1s appointed for the Debtor or for the major part of
its property and is not discharged within 45 days
after such appointment; or

(h) Bankruptcy, reorganization, arrangement,
insolvency or liquidation proceedings, or other
proceedings for relief under any bankruptcy law or
similar law for the relief of debtors, are instituted
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by or against the Debtor and, if instituted against
the Debtor, are consented to or are not dismissed
within 30 days after such institutilon.

5.2. Secured Party's Rights. The Debtor agrees that
when any Event of Default as defined in Sectlon 5.1 has occurred
and 1s continuing, but subject always to Section 7 hereof, the
Secured Party shall have the rights, options, duties and remedies
of a secured party, and the Debtor shall have the rights and dutles
of a debtor, under the Uniform Commerclal Code of New York (regard-
less of whether such Code or a law similar thereto has been
enacted in a Jjurisdiction whereln the rights or remedles are
asserted), and the Secured Party may exerclse any one or more or
all, and in any order, of the remedies herelnafter set forth, it
being expressly understood that no remedy herein conferred is
intended to be excluslve of any other remedy or remedies, but
each and every remedy shall be cumulative and shall be in addition
to every other remedy glven herein or now or hereafter exlsting

at law or in equity or by statute.

(a) The Secured Party or the holder of any of
the Notes may, by notice in writing to the Debtor
declare the entire unpaid balance of the Notes to
be i1mmediately due and payable; and thereupon all such
unpald balance, together with all accrued interest
thereon, shall be and become immediately due and
payable;

(b) Subject always to the rights of the Lessee
under the Lease, provided the same 1s not then in
default, the Secured Party personally or by agents or
attorneys, shall have the right (subject to compliance
with any applicable mandatory legal requirements) to take
immedlate possession of the Collateral, or any portion
thereof, and for that purpose may pursue the same wherever
it may be found, and may enter any of the premilses of
the Debtor, with or without notice, demand, process of
law or legal procedure, 1f this can be done without breach
of the peace, and search for, take possesslion of, remove,
keep and store the same, or use and operate or lease
the same until sold;

(c) Subject always to the rights of the Lessee
under the Lease, provided the same 1s not then in
default, the Secured Party may, 1f at the time such
action may be lawful and always subject to compllance
with any mandatory legal requlirements, elther wlth or
without taking possession and elther before or after
taking possession, and without instituting any legal
proceedings whatsoever, and having first given notilce
of such sale by registered mall to the Debtor and the
Lessee once at least ten days prior to the date of
such sale, and any other notlice which may be required
by law, sell and dispose of the Collateral, or any part
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thereof, at public auction to the highest bidder, in
one lot as an entirety or in separate lots, and either
for cash or on credit and on such terms as the

Secured Party may determine, and at any place (whether
or not 1t be the location of the Collateral or any
part thereof) designated in the notice above referred
to; provided, however, that any such sale shall be
held in a commercially reasonable manner. Any such
sale or sales may be adjourned from time to time by
announcement at the time and place appolnted for such
sale or sales, or for any such adjourned sale or sales,
without further publlished notlice, and the Secured
Party or the holder or holders of the Notes, or of

any interest therein, may bid and become the purchaser
at any such sale;

(d) Subject always to the rights of the Lessee
under the Lease, provided the same 1s not then in
default, the Secured Party may proceed to protect and
enforce this Security Agreement and the Notes by sult
or suits or proceedings in equity, at law or 1in bankruptey,
and whether for the speciflc performance of any covenant
or agreement hereln contalned or in executlion or ald
of any power hereln granted; or for foreclosure hereunder,
or for the appointment of a recelver or recelvers for
the mortgaged property or any part thereof, or subject
to the provisions of Section 7 hereof, for the recovery
of judgment for the indebtedness hereby secured or for
the enforcement of any other proper, legal or equitable
remedy available under applicable law; and

(e) Subject always to the rights of the Lessee
under the Lease, provided the same 1s not then
In default, the Secured Party may proceed to exercilse
all rights, privileges and remedies of the Debtor under
the Lease, and may exercise all such rights and remedies
eilther 1n the name of the Secured Party or in the name
of the Debtor for the use and benefit of the Secured
Party.

5.3. Certain Rights of the Debtor on the Occurrence

of an Event of Default Under the Lease. If an Event of Default

under the Lease or under Section 5.1(a) hereof shall have occurred
and be continuing, the Secured Party shall not exercise any remedy
or remedies unless 1t shall have glven the Debtor not less than 10
days' prior written notice of the date (the "Enforcement Date") on
which the Secured Party will exercise any remedy or remedies.
such event and if an Event of Default under the Lease shall have
occurred and be continulng, the Debtor shall have the following
rights hereunder:

In

(a) Right to Cure. In the event of the occurrence
of an Event of Default under the Lease arising under
Section 14.1(a), (d), (e) or (g) thereof or an Event of
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Default under Section 5.1(a) hereof, the Debtor may,
prior to the Enforcement Date, pay to the Secured Party
an amount equal to any principal and interest (including
Interest, if any, on overdue payments of principal and
interest) then due and payable on the Notes and take such
additional actions as shall cause all such Events of
Default to be cured, and so long as all such payments
remain pald in full when due and such cure or cures
shall continue in full force and effect, no Event of
Default hereunder shall be deemed to have arisen;
provided, however, that the Debtor may not exercilse

such right in respect of more than two consecutive

Fixed Rental payment defaults or in any event more

than a total of four times throughout the term of

the Lease.

Except as hereinafter in thils Section 5.3(a) provided,
the Debtor shall not, by exerclsing the right to cure
any such Event of Default, obtain any lien, charge or
encumbrance of any kind on any of the Collateral for or
on account of costs or expenses lncurred in connection
with the exercise of such right nor shall any claims
of the Debtor agalnst the Lessee or any other party for
the repayment of such costs or expenses impair the
prior right and security interest of the Secured Party
in and to the Collateral. Upon such payment by the
Debtor of the amount of principal and interest then due
and payable on the Notes, the Debtor shall be subrogated
to the rights of the Secured Party 1in respect of the
Fixed Rental which was overdue at the time of such payment
and interest payable by the Lessee on account of its
being overdue, and therefore, 1if no other Event of Default
shall have occurred and be continuling and if all
principal and interest payments due on the Notes have
been pald at the time of recelpt by the Secured Party
of such Flxed Rental, the Debtor shall be entitled to
recelve such Fixed Rental and such interest upon receipt
thereof by the Secured Party; provided that (i) in the
event the principal and interest on the Notes shall have
become due and payable pursuant to Sectlon 5.2(a) hereof,
such subrogation shall, untll principal of and interest
on all Notes shall have been paid in full, be subordinate
to the rights of the Secured Party in respect of such
payment of Fixed Rental and such interest on such overdue
Fixed Rental prior to receipt by the Debtor of any
amount pursuant to such subrogation, and (1i1i) the Debtor
shall not be entitled to seek to recover any such payment
(or any payment in lieu thereof) except pursuant to the
foregoing right of subrogation.

(b) Option to Prepay Notes. If the Secured Party
shall have glven the Debtor notlce of the Enforcement
Date pursuant to Section 5.3 hereof, whether or not the
Debtor shall then have the right to cure an Event of

~15-



Default under the Lease pursuant to Section 5.3(a) above,
the Debtor may at its optlon prepay the Notes, without
premium or penalty, by payment of the entire unpaid
principal amount thereof, together with accrued interest
thereon to the date of prepayment.

5.4. Acceleration Clause. In case of any sale of the
Collateral, or of any part thereof, pursuant to any Judgment or
decree of any court or otherwise 1n connection with the enforce~
ment of any of the terms of this Security Agreement, the principal
of the Notes, 1if not previously due, and the iInterest accrued
thereon, shall, unless the Secured Party shall designate to the
contrary in writing to the Debtor, at once become and be immediately
due and payable; also in the case of any such sale, the purchaser
or purchasers, for the purpose of making settlement for or payment
of the purchase price, shall be entitled to turn 1n and use the
Notes and any claims for interest matured and unpald thereon, in
order that there may be credited as pald on the purchase price the
sum apportionable and applicable to the Notes including principal
and interest thereof out of the net proceeds of such sale after
allowing for the proportion of the total purchase price required
to be paid in cash.

5.5. Walver by Debtor. To the extent permitted by law,
the Debtor covenants that it wlll not at any time inslist upon or
plead, or in any manner whatever claim or take any benefit or
advantage of, any stay or extenslon law now or at any time hereafter
in force, nor claim, take, nor insist upon any benefit or advantage
of or from any law now or hereafter in force providing for the
valuation or appralsement of the Collateral or any part thereof
prior to any sale or sales thereof to be made pursuant to any
provision herein contained, or to the decree, Judgment or order of
any court of competent Jurisdiction; nor, after such sale or sales,
clalm or exercise any right under any statute now or hereafter
made or enacted by any state or otherwlse to redeem the property
so sold or any part thereof, and, to the full extent legally
permitted, except as to rights expressly provided hereln hereby
expressly walves for 1tself and on behalf of each and every person,
except decree or Jjudgment creditors of the Debtor acquiring any
Interest in or title to the Collateral or any part thereof subsequent
to the date of thls Security Agreement, all benefit and advantage
of any such law or laws, and covenants that it will not invoke or
utilize any such law or laws or otherwise hinder, delay or impede
the execution of any power hereln granted and delegated to the
Secured Party, but will suffer and permit the execution of every
such power as though no such power, law or laws had been made or
enacted.

5.6. Effect of Sale. Any sale, whether under any power
of sale hereby given or by virtue of Jjudicial proceedings, shall
operate to divest all right, title, interest, claim and demand
whatsoever, elther at law or in equity, of the Debtor in and to
the property sold, shall be a perpetual bar, both at law and in
equlity, against the Debtor, 1ts successors and assigns, and against
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any and all persons claliming the property sold or any part thereof
under, by or through the Debtor, 1ts successors or assigns (subject,
however, to the then existing rights, if any, of the Lessee under
the Lease).

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

(a) First, to the payment of costs and expenses
of foreclosure or sult, 1f any, and of such sale, and
of all proper expenses, liabllity and advances, including
legal expenses and attorneys' fees, 1lncurred or made
hereunder by the Secured Party or the holder or holders
of the Notes, and of all taxes, assessments or liens
superlior to the lien of these presents, except any taxes,
assessments or other superlor lien subject to which said
sale may have been made;

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

(¢) Third, to the payment of the surplus, 1f any,
to the Debtor, 1ts successors and assigns, or to
whomsoever may be lawfully entitled to receive the same.

5.8. Discontinuance of Remedies. In case the Secured
Party shall have proceeded to enforce any right under this Security
Agreement by foreclosure, sale, entry or otherwlse, and such
proceedings shall have been discontlinued or abandoned for any
reason or shall have been determlined adversely, then and 1n every
such case the Debtor, the Secured Party and the holder or holders
of the Notes shall, subject to any determination in such proceedings,
be restored to thelr former positions and rights hereunder with
respect to the property subJjJect to the security interest created
under this Security Agreement.

5.9. Cumulative Remedies. No delay or omission of the
Secured Party or of the holder of any Note to exerclse any right
or power arising from any default on the part of the Debtor, shall
exhaust or impailr any such right or power or prevent its exercilse
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during the contlnuance of such default. No walver by the Secured
Party, or the holder of any Note of any such default, whether such
waiver be full or partial, shall extend to or be taken to affect

any subsequent default, or to impair the rights resulting therefrom
except as may be otherwlse provlided herein. No remedy hereunder

1s intended to be exclusive of any other remedy but each and every
remedy shall be cumulative and in addition to any and every other
remedy given hereunder or otherwise existing; nor shall the giving,
taking or enforcement of any other or additional security, collateral
or guaranty for the payment of the indebtedness secured under this
Security Agreement operate to prejudice, waive or affect the security
of thils Security Agreement or any rights, powers or remedles here-
under, nor shall the Secured Party or holder of any of the Notes

be requlred to first look to, enforce or exhaust such other or
additional security, collateral or guaranties.

SECTION 6. THE SECURED PARTY.

6.1. Certain Duties and Responsibilities of Secured
Party. (a) Except during the continuance of an Event of Default:

(1) the Secured Party undertakes to perform
such duties and only such dutles as are specifically
set forth in thils Security Agreement, and no implied
covenants or obligations shall be read into this
Securlty Agreement agalnst the Secured Party; and

(2) 1in the absence of bad faith on its part,
the Secured Party may concluslively rely, as to the
truth of the statements and the correctness of the
opinlions expressed therein, upon certificates or
opinlons furnished to the Secured Party and conforming
to the requirements of thils Security Agreement or the
Lease; but in the case of any such certificates or
opinions which by any provision hereof are specifically
required to be furnished to the Secured Party, the
Secured Party shall be under a duty to examine the
same to determine whether or not they conform to the
requirements of this Security Agreement.

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

(¢) No provision of this Security Agreement shall be
construed to relieve the Secured Party from liability for 1its
own negligent action, 1ts own negligent failure to act or 1its
own willful misconduct, except that:

(1) this subsection shall not be construed to
1imit the effect of subsection (a) of this Section;
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(2) the Secured Party shall not be liable for any
error of Jjudgment made in good faith by an officer of
the Secured Party unless it shall be proved that
the Secured Party was neglligent 1in ascertalning the
pertinent facts; and

(3) the Secured Party shall not be liable to
the holder of any Note with respect to any action
taken or omitted to be taken by 1t in good faith in
accordance with the direction of the holders of two-
thirds principal amount of the Notes outstanding
relating to the time, method and place of conducting
any proceeding for any remedy avallable to the Secured
Party, or exercising any trust or power conferred upon
the Secured Party under this Security Agreement.

(d) No provision of this Security Agreement shall require
the Secured Party to expend or risk 1ts own funds or otherwilse
incur any financial 1liablllity in the performance of any of 1ts
dutles hereunder, or in the exerclse of any of its rights or powers,
if 1t shall have reasonable grounds for bellieving that repayment
of such funds or adequate 1Indemnity against such risk or liability
1s not reasonably assured to 1it.

(e) Whether or not therein expressly so provided, every
provision of this Securlty Agreement relating to the conduct or
affecting the liability of or affording protection to the Secured
Party shall be subJect to the provisions of this Section.

6.2. Certain Limitations on Secured Party's Rights
to Compensation and Indemnification. The Secured Party agrees
that 1t shall have no right agalnst the holders of any Note for
the payment of compensation for 1ts services hereunder or any
expenses or disbursements incurred in connection with the exercise
and performance of 1ts powers and duties hereunder or any indemni-
fication against liability which it may incur in the exercise and
performance of such powers and duties but, on the contrary, shall
look solely to the Debtor under Section 2.6 of the Participation
Agreement and to the Lessee under the Lease for such payment and
Indemnification and that 1t shall have no lien on nor security
interest 1n the Collateral as security for such compensation,
expenses, reasonable counsel fees, if any, disbursements and
indemnification except to the extent provided for in Sectlion 5.7(a)
hereof.

6.3. Certain Rights of Secured Party. (a) The Secured
Party shall not be responsible for any recitals herein or 1in the
Participation Agreement or for 1lnsuring the Equipment, or for paying
or discharging any tax, assessment, governmental charge or llen
affecting the Collateral, or for the recording, filing or refiling
of thils Security Agreement, or of any supplemental or further
mortgage or trustee, nor shall the secured party be bound to
ascertain or 1inquire as to the performance or observance of any
covenants, conditlions or agreements contalned herein or in the
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Participation Agreement, and, except in the case of a default in
the payment of the principal of, or interest or premium, if any,
on any Note or a default of which an officer in the Corporate
Trust Department of the Secured Party has actual knowledge, the
Secured Party shall be deemed to have knowledge of any default in
the performance or observance of any such covenants, conditions or
agreements only upon receipt of written notice thereof from one of
the holders of the Notes. The Secured Party shall promptly notify
the Debtor and all holders of the Notes of any default of which
the Secured Party has actual knowledge. Upon receipt by the Secured
Party of such written notice from a holder of a Note, the Secured
Party shall promptly notify the Debtor and all other holders of
the Notes of such notice and the default referred to thereln by
prepald registered mail addressed to them at thelr respective
addresses last known to the Secured Party.

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

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

(d) Any request, direction or authorization by the
Debtor or the Lessee shall be sufflclently evidenced by a request,
direction or authorization in writing, delivered to the Secured
Party, and signed in the name of the Debtor or the Lessee, as the
case may be, by 1ts Chailrman of the Board, President, any Vice
President, Treasurer or Secretary, and any resolutlion of the Board
of Directors of the Debtor or the Lessee shall be sufficiently
evidenced by a copy of such resolution certiflied by 1ts Secretary
or an Assistant Secretary to have been duly adopted and to be in
full force and effect on the date of such certification, and
delivered to the Secured Party.

(e) Whenever in the administration of the trust herein
provided for, the Secured Party shall deem it necessary or desirable
that a matter be proved or established prior to taking, suffering
or omitting any actlion hereunder, such matter (unless other evidence
in respect thereof be herein specifically prescribed) may be deemed
to be conclusively proved and established by a certificate purporting
to be signed by the Chairman of the Board, the Presldent, any Vice
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President, the Treasurer or the Secretary of the Debtor or the
Lessee, as the case may be, and delivered to the Secured Party,
and such certificate shall fully warrant to the Secured Party or
any other person for any action taken, suffered or omlitted on the
faith thereof, but in 1ts discretion the Secured Party may accept,
in lieu thereof, other evidence of such fact or matter or may
requlire such further or additional evidence as it may deem
reasonable.

(f) The Secured Party may consult with counsel,
appralsers, engineers, accountants and other skilled persons to
be selected by the Secured Party, and the written advice of any
thereof shall be full and complete authorization and protection 1in
respect of any actlon taken, suffered or omltted by 1t hereunder
In good failth and in reliance thereon.

(g) The Secured Party shall be under no obligation to
take any action to protect, preserve or enforce any rights or
interests in the Collateral or to take any action towards the
execution or enforcement of the trusts hereunder or otherwilse
hereunder, whether on its own motion or on the request of any
other person, which in the opinion of the Secured Party may involve
loss, liability or expense, unless the Debtor or one or more holders
of the Notes outstanding shall offer and furnish reasonable security
or iIndemnity agalnst loss, liabllity and expense to the Secured
Party.

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

(L) The Secured Party shall not be bound to make any
Investigation Into the facts or matters stated in any resolutlon,
certificate, statement, instrument, opilnion, report, notice, request,
direction, consent, order, bond, note or other paper or document,
unless requested in writing to do so by the holders of not less
than a majority in principal amount of the Notes then outstanding.

(J) The Secured Party may execute any of the trusts or
powers hereunder or perform any duties hereunder elther directly
or by or through agents or attorneys and the Secured Party shall
not be responsible for any misconduct or negligence on the part of
any agent or attorney appointed by 1t with due care.

(k) The provisions of paragraphs (c) to (J), inclusive,
of this Section 6.3 shall be subject to the provisions of Section
6.1 hereof.

6.4, Status of Moneys Received. All moneys recelved
by the Secured Party shall, until used or applied as herein provided,
be held in trust for the purposes for which they were recelved, but
need not be segregated 1n any manner from any other moneys, except
to the extent required by law, and may be deposited by the Secured
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Party under such general conditions as may be prescribed by law in
the Secured Party's general banking department, and the Secured
Party shall be under no liability for interest on any moneys
received by 1t hereunder. The Secured Party and any affillated
corporation may become the owner of any Note secured hereby and be
interested in any financial transaction with the Debtor or any
affiliated corporation or the Lessee or any affillated corporation,
or the Secured Party may act as deposltary or otherwlse 1in respect
to other securities of the Debtor or any affiliated corporation or
the Lessee or any affiliated corporation, all with the same rights
which 1t would have if not the Secured Party. The Secured Party
agrees that, whenever i1t shall be required to disburse moneys to
the Note Purchaser or the Debtor under the provisions hereof, it
shall do so by wire transfer of immedlately avallable funds to a
designated bank or trust company located in the continental United
States whenever such method of payment 1s provided for in

Schedule 2 to the Participation Agreement or 1s requested in
writing by the Note Purchaser or the Debtor.

6.5. Resignation of Secured Party. The Secured Party
may resign and be discharged of the trusts hereby created by malling
notice specifying the date when such resignation shall take effect
to the Debtor and to the holders of the Notes at their last known
addresses. Such resignation shall take effect on the date specified
in such notice (being not less than thirty days after the mailling
of such notice) unless previously a successor secured party shall
have been appointed as hereinafter provided, in which event such
reslgnation shall take effect immediately upon the appointment of
such successor.

6.6. Removal of Secured Party. The Secured Party may be
removed and/or a successor secured party may be appointed at any
time by an instrument or concurrent instruments in writing signed
and acknowledged by the holders of a majority in principal amount
of the Notes and delivered to the Secured Party and to the Debtor
and, 1n the case of the appointment of a successor secured party,
to such successor secured party.

6.7. Successor Secured Party. Fach secured party
appointed 1in succession of the Secured Party named in this Security
Agreement, or 1ts successor in the trust (other than a co-trustee
appointed pursuant to Section 6.12 hereof), shall be a trust company
or banking corporation having an office in the State of New York,
in good standing and having a caplital and surplus aggregating at
least $100,000,000, if there be such a trust company or banking
corporation qualified, able and willing to accept the trust upon
reasonable or customary terms.

6.8. Appointment of Successor Secured Party. If the
Secured Party shall have glven notlice of resignation to the Debtor
pursuant to Section 6.5 hereof, if notice of removal shall have been
glven to the Secured Party and the Debtor pursuant to Section 6.6
hereof, which notice does not appoint a successor secured party,
a successor secured party may be appointed by the Debtor, or, 1f

~22~



such successor secured party shall not have been so appointed or
shall not have accepted such appointment within fifteen calendar
days after the giving of such notice of resignation or the glving
of any such notice of removal, as the case may be, a successor
secured party may be appolnted by the Debtor, the holder of any
outstanding Note or, upon application of the retiring secured party,
by any court of competent Jjurisdiction. ’

6.9. Merger or Consollidation of Secured Party. Any
company into which the Secured Party, or any successor to it in the
trust created by this Security Agreement, may be merged or converted
or with which 1t or any successor to 1t may be consolidated or any
company resulting from any merger or consolidation to which the
Secured Party or any successor to 1t shall be a party (provided
such company shall be a corporation organized under the laws of
the United States of America or of a state thereof, having a capltal
and surplus of at least $50,000,000), shall be the successor to
the Secured Party under this Security Agreement without the execu-
tion or filing of any paper or any further act on the part of any
of the parties hereto. The Debtor covenants that in case of any
such merger, consolidation or converslon it will, upon the request
of the merged, consolidated or converted corporation, execute,
acknowledge and cause to be recorded or filed sultable instruments
in writing to confirm the estates, rights and 1nterests of such

~corporation as secured party under this Security Agreement.

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

6.11. Acceptance of Appointment by Successor Secured
Party. Any new secured party appointed pursuant to any of the
provisions hereof shall execute, acknowledge and deliver to the
Debtor an instrument accepting such appointment, and thereupon
such new secured party, without any further act, deed or conveyance,
shall become vested with all the estates, properties, rights,
powers and trusts of its predecessor in the rights hereunder with
like effect as 1if origlnally named as secured party hereln; but
nevertheless, upon the written request of the Debtor or of the
successor secured party, the secured party ceasing to act shall
execute and deliver an instrument transferring to such successor
secured party, upon the trusts herein expressed, all the estates,
properties, rights, powers and trusts of the secured party so
ceasing to act, and shall duly assign, transfer and deliver any
of the property and moneys held by such secured party to the
successor secured party so appointed 1in 1ts or his place.

6.12. Co-Trustees. At any time, for the purpose of
meeting any legal requirements of any Jjurisdiction in which any
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part of the Collateral may at the time be located, the Debtor and
the Secured Party Jointly shall have power to and shall execute and
deliver all instruments, to appoint one or more persons approved

by the Secured Party, to act as co-trustee, or co-trustees, of all
or any part of the Collateral, and to vest in such person or persons
in such capacity, such title to the Collateral or any part thereof,
and such rights, powers, duties, trusts or obligations as the Debtor
and the Secured Party may consider necessary or desirable. If the
Debtor shall not have Joined in such appointment within 15 days
after the receilpt by 1t of a request so to do, or in case an Event
of Default shall have occurred and be continuing, the Secured Party
alone shall have the power to make such appointment.

SECTION 7. LIMITATIONS OF LIABILITY.

Except as otherwise provided in Sectlion 2.2 hereof, any-
thing in this Securlty Agreement to the contrary notwithstanding,
neither the Secured Party nor the holder of any Note nor the
successors or assigns of any of sald persons, shall have any claim,
remedy or right to proceed against the Debtor in its individual
corporate capacity or any incorporator or any past, present or
future subscriber to the capital stock of, or stockholder, officer
or director of the Debtor for the payment of any deficlency or any
other sum owing on account of the indebtedness evidenced by the
Notes or for the payment of any liability resulting from the breach
of any representatlion, agreement or warranty of any nature what-
soever, in thls Security Agreement, from any source other than
the Collateral, including the sums due and to become due under
the Lease (other than Excepted Rights in Collateral); and the
Secured Party by the execution of thils Security Agreement and the
holders of the Notes by acceptance thereof, walve and release any
personal liability of the Debtor in its individual corporate
capacity and any incorporator or any past, present or future
subscriber to the capital stock of, or stockholder, officer or
director of the Debtor for and on account of such indebtedness
or such llability, and the Secured Party and the holders of the
Notes agree to look solely to the Collateral, including the sums
due and to become due under the Lease (other than Excepted Rights
in Collateral) for the payment of said indebtedness or the satis-
faction of such 1liability; provided, however, nothlng herein
contained shall 1imit, restrict or impair the rights of the holders
of the Notes to accelerate the maturity of the Notes upon a default
under this Security Agreement; to bring sult and obtain a judgment
agalnst the Debtor on the Notes or to exerclse all rights and
remedies provided under this Security Agreement or otherwlse
realize upon the Collateral.

- SECTION 8. MISCELLANEOUS.

8.1. Execution of Notes. The Notes shall be Order Notes,
transferable by endorsement and delivery, and shall be signed on
behalf of the Debtor by 1ts President or any Vice President or any
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other officer of the Debtor who, at the date of the actual execution
thereof, shall be a proper officer to execute the same.

8.2. Payment of the Notes, Etc. (a) The principal of,
and premium, 1if any, and interest on the Notes shall be payable
by wire transfer of immediately avallable funds, in the case of
the original Note Purchaser, as provided in Section 7 of the
Participation Agreement or as such Note Purchaser shall otherwise
designate, and 1in the case of all other institutional holders of
the Notes, to such bank or trust company in the continental
United States for the account of such holder as the holder shall
deslgnate Ve the Debtor from time to time in writing. All payments
so made shall be valld and effectual to satisfy and discharge
the liabllity upon such Note to the extent of the sums so paid.

{b) All amounts constitutisig paymant af the lnetallmenta
of rental under the Lease or Casualty Value received by the Secured
Party and applied on the Notes pursuant to Section 5 hereof shall
be valid and effectual to satisfy and discharge the liability upon
such Notes to the extent of the amounts so received and applied.

(c) The Debtor and the Secured Party may deem and treat
the payee of any Note as the absolute owner thereof for the purpose
of making payment of all amounts payable with respect thereto and
for all other purposes, until (1) the Debtor and the Secured
Party shall have recelved wriltten notice from the payee of the
transfer of such Note and of the name and address of the transferee,
or (ii) such Note shall have been presented to the Debtor and the
Secured Party as evidence of the transfer thereof.

8.3. Exchange of Notes. At any time, and from time to
time, upon not less than 10 days' written notice to that effect
glven by the holder of any Note 1nitially delivered or of any Note
substituted therefor pursuant to this Section 8.3 or Section 8.4
hereof, the Debtor will upon surrender of such Note at 1its office,
deliver in exchange therefor, without expense to the holder except
as set forth in Section 8.5 hereof, one or more Notes for the
same aggregate principal amount as the original principal amount
of the Note so surrendered, in denomlnations of not less than
$50,000 in aggregate principal amount, or in such amount in
excess thereof as the holder of any Note may request, dated as
of the date of original issue, payable to such person, or order,
as may be designated by such holder, and otherwise of the same
form and tenor as the Note so surrendered for exchange. Upon
recelipt of any Note pursuant to this Section 8.3, the holder of
such Note will represent in writing to the Debtor that such
holder 1s taking such Note for investment and with no present
Intention of distributing or reselling such Note or any part
thereof, but without prejudice, however, to the right of such
holder at all times to sell or otherwlse dispose of all or any
part of such Note under a registration under the Securities Act
of 1933, as amended, or under an exemptlon from such registration
avallable under such Act.
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All Notes presented or surrendered for exchange shall be
accompanied (1f so required by the Debtor) by a written instrument
or instruments of assignment or transfer, in form satisfactory
to the Debtor, duly executed by the registered holder or by 1its
attorney duly authorized in writing. The Debtor shall not be
required to make an exchange of any Note for a period of ten
days preceding any installment payment date with respect thereto.

8.4. Lost or Mutilated Notes. In case any Note shall
become mutilated or be destroyed, lost or stolen, the Debtor, upon
the written request of the holder thereof, shall execute and deliver
a new Note 1n exchange and substitution for the mutilated Note, or
in lieu of and in substitution for the Note so destroyed, lost or
stolen. The applicant for a substituted Note shall furnish to the
Debtor such security or indemnity as may be required by the Debtor
to save 1t harmless from all risks, and the applicant shall also
furnlsh to the Debtor evidence to its satisfactlion of the mutilation,
destruction, loss or theft of the applicant's Note and of the
ownership thereof. In case any Note which has matured or 1is about
to mature shall become mutllated or be destroyed, lost or stolen,
.the Debtor may, instead of 1ssulng a substituted Note, pay or
authorize the payment of the same (without surrender thereof except
in the case of a mutilated Note), if the applicant for such payment
shall furnish to the Debtor such security or indemnity as the
Debtor may require to save 1t harmless, and shall furnish evidence
to the satisfaction of the Debtor of the mutilation, destruction,
loss or theft of such Note and the ownershlp thereof. If any Note
Purchaser, or 1ts nominee, 1s the owner of any such lost, stolen
or destroyed Note, then the affidavit of the president, vice
president, treasurer or assistant treasurer of such Note Purchaser
setting forth the fact of loss, theft or destruction and of its
ownershlip of the Note at the time of such loss, theft or destruction
shall be accepted as satisfactory evidence thereof and no indemnity
shall be required as a condition to execution and delilvery of a
new Note other than the written agreement of such Note Purchaser
to indemnify the Debtor for any claims or action against it (and
for its attorney's fees) resulting from the issuance of such new
Note or the reappearance of the old Note. The Debtor shall advise
the Secured Party when any new Note 1s issued pursuant to this
Section 8.4 as to the detalls relating to such issuance.

8.5. The New Notes.

(a) Each new Note (herein, in this Section 8.5, called
a "New Note") issued pursuant to Section 8.4 or 8.5
in exchange for or in substitution or in lieu of an out-
standing Note (herein, in this Section 8.5, called an "01d
Note") shall be dated the date of such 01d Note. The Debtor
shall mark on each New Note (1) the dates to which principal
and interest have been paid on such 01d Note, (11) all
payments and prepayments of principal previously made on
such 0l1d Note which are allocable to such New Note, and
(111) the amount of each installment payment payable on
such New Note. FEach 1installment payment payable on such New
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Note on any date shall bear the same proportion to the
installment payment payable on such 0ld Note on such date as
the original principal amount of such New Note bears to the
original aggregate principal amount of such 01d Note.
Interest shall be deemed to have been pald on such New Note
to the date on which interest shall have been pald on such
014 Note, and all payments and prepayments of principal
marked on such New Note, as provided in clause (i1) above,
shall be deemed to have been made thereon.

(b) Upon the 1issuance of a New Note pursuant to
Section 8.4 or 8.5, the Debtor may require the payment of
a sum to reimburse 1t for, or to provide it with funds for,
the payment of any tax or other governmental charge or any
other charges and expenses connected therewlith which are
payable by the Debtor.

(c) All New Notes issued pursuant to Sectlon 8.4 or
8.5 in exchange for or in substitution or in lieu of 014
Notes shall be valid obligations of the Debtor evidencing
the same debt as the 01ld Notes and shall be entitled to
the benefits and security of this Security Agreement to
the same extent as the 0ld Notes.

(d) Upon the 1issuance of any Note pursuant to this
Security Agreement, the Debtor may submit to the Secured
Party a request that the Secured Party prepare and deliver
to the Debtor an amortization schedule with respect to
such Note setting forth the amount of the installment
payments to be made on such Note after the date of issuance
thereof and the unpaild principal balance of such Note
after each such installment payment and, in the case of
a New Note, a schedule of payments and prepayments made
on any 01d Note in such detall as shall permit the Debtor
to comply with the requirements of subparagraph (a) of
this Section 8.5.

8.6. Cancellation of Notes. All Notes surrendered for
the purpose of payment, redemption, transfer or exchange shall be
delivered to the Debtor for cancellation or, if surrendered to the
Debtor, shall be cancelled by it, and no Notes shall be 1issued in
lieu thereof except as expressly required or permitted by any of
the provisions of this Securlty Agreement.

8.7. Successors and Assigns. Whenever any of the parties
hereto 1s referred to, such reference shall be deemed to include
the successors and assigns of such party; and all the covenants,
promises and agreements in thls Security Agreement contalned by or
on behalf of the Debtor or by or on behalf of the Secured Party,
shall bind and inure to the benefit of the respective successors
and assligns of such parties whether so expressed or not.

8.8. Partial Invalidity. The unenforceability or
invalidity of any provision or provisions of this Securlty Agree-
ment shall not render any other provision herein contained
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unenforceable or invalid, provided that nothing contained in this
Section 8.8 shall be construed to be in derogation of any rights

or immunitlies of the Debtor in 1ts individual capacity under
Section 7 hereof, or to amend or modify any limitatlions or restric-
tions of the Secured Party or the holder of any Note or thelr
respective successors or assigns under said Sectlon 7.

8.9. Communications. All communications provided for
herein shall be in writing and shall be deemed to have been glven
(unless otherwise required by the specific provisions hereof in
respect of any matter) (i) upon delivery, if delivered in person,,
(11) upon the date shown on the return receipt when sent by
registered or certified United States or Canadian mall, postage
prepaid and return receipt requested, or (1ii) on the date received,,
if transmitted by telegraph, telex or other tele-communicatlion.

Each such communication shall be addressed as follows:

If to the Debtor: EFS Alpha, Inc.
¢/o Emery Financilal Services, Inc.
164 Mason Street
Greenwich, Connecticut 06830
Attention: President

If to the Secured Party: The Connecticut Bank and Trust
Company
One Constitution Plaza
Hartford, Connecticut 06115

Attention: Corporate Trust Department

If to any holder of Notes: At its address for notices set
forth 1n the Reglster

or to any such party at such other address as such party may
designate by notice duly glven 1n accordance with this Section
to the other parties.,

8.10. Supplemental Security Agreements; Waivers. (a)
Supplemental Security Agreements Without Noteholders' Consent. The

Debtor and the Secured Party from time to time and at any time,
NUBJUSY Y9 VIS FEBVFaAvVavYAY it YH4? FY9TWrayy Afreement contalned,
may enter into an agreement or agreements supplemental hereto and
which thereafter shall form a part hereof for any one or more of
the following purposes:

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

(11) to subJect to the security interest of
this Security Agreement additional property hereafter
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acquired by the Debtor and intended to be subjected to
the security interest of this Security Agreement, and
to correct and amplify the description of any property
subject to the security interest of this Security :
Agreement; or

(111) for any other purpose not inconsistent with
the terms of thils Security Agreement, or to cure any
ambiguity or cure, correct or supplement any defect or
inconsistent provisions of this Security Agreement or
any supplement;

and the Debtor covenants to perform all requlirements of any such
supplemental agreement. No restriction or obligation imposed upon
the Debtor may, except as otherwlse provided in this Securlty
Agreement, be walved or modified by such supplemental agreements,
or otherwise.

(b) Waivers and Consents by Noteholders; Supplemental
Security Agreements with Noteholders' Consent. Upon the waiver
or consent of the holders of at least 66-2/3% in aggregate principal
amount of the Notes (x) the Debtor may take any action prohibited,
or omit the taking of any actlion required, by any of the provislons
of thils Security Agreement or any agreement supplemental hereto, or
(y) the Debtor and the Secured Party may enter into an agreement or
agreements supplemental hereto for the purpose of adding, changing
or eliminating any provisions of this Securlty Agreement or of any
agreement supplemental hereto or modifying in any manner the rights
and obligations of the holders of the Notes and the Debtor; provided,
that no such waiver or supplemental agreement shall (i) impair or
affect the right of any holder to receive payments or prepayments of
the principal of and payments of the interest on its Note, as therein
and herein provided, without the consent of such holder, (11) permit
the creation of any llen or security Interest with respect to any of
the Collateral, without the consent of the holders of all the Notes
at the time outstanding, (iii) effect the deprivation of the holder
of any Note of the benefit of the security lnterest of this Security
Agreement upon all or any part of the Collateral without the consent
of such holder, (iv) reduce the aforesald percentage of the aggregate
principal amount of Notes, the holders of which are required to
consent to any such walver or supplemental agreement pursuant to
thlis Section, without the consent of the holders of all of the Notes
at the time outstanding, or (v) modify the rights, duties or
immunities of the Secured Party, without the consent of the holders
of all of the Notes at the time outstanding.

(¢) Notice of Supplemental Security Agreements. Promptly
after the execution by the Debtor and the Secured Party of any
supplemental agreement pursuant to the provisions of paragraph (a)
or (b) of this Section, the Secured Party shall give written notice,
setting forth in general terms the substance of such supplemental
agreement, together with a conformed copy thereof, mailed, first-class,
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postage prepald, to each holder of the Notes. Any fallure

of the Secured Party to give such notice, or any defect therein,
shall not, however, 1n any way impailr or affect the validity of
any such supplemental agreement.

(d) Opinion of Counsel Conclusive as to Supplemental
Security Agreements. The Secured Party 1s hereby authorlzed to

join with the Debtor in the execution of any such supplemental
agreement authorized or permitted by the terms of this Security
Agreement and to make the further agreements and stipulations
which may be therein contalined, and the Secured Party may receive
an opinion of counsel as conclusive evidence that any supplemental
agreement executed pursuant to the provisions of this Section 8.10
complies with the requirements of this Section 8.10.

8.11. Amendments. Subject to the provisions of Section
8.10 hereof, this Security Agreement may, from time to time and
at any time, be amended or supplemented by an instrument or
instruments in writing executed by the parties hereto.

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

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

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

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

8.16. Alberta Filings. For purposes of complying with
Section 8 of the Bills of Sale Act of Alberta, there shall be
attached to such Securlty Agreement as shall be actually registered
in the Alberta Central Reglstry pursuant to such Act, an executed
copy of the Participation Agreement.
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IN WITNESS WHEREOF, the Debtor and the Secured Party have
caused this Security Agreement to be executed, as of the day and
year first above written.

[CORPORATE SEAL] EFS ALPHA, INC.

By @ﬂv (,‘(,\D
%M Tts — T

[CORPORATE SEAL] THE CONNECTICUT BANK AND TRUST COMPANY

~

ff ATTESZ - By ﬁw
4Z%Z§§%g§/f Its Ny o

s

Its é§;§f?,
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STATE OF New YORK )
)
COUNTY OF PEIN DRK )

SS

On this B’éz:day of MARCH , 1980, before me personally
appeared Koocer T. HricHAa<D , to me personally known, who belng
by me duly sworn, says that he is a 1CE kaﬁSIDED&V7' of
EFS ALPHA, INC., that one of the seals affixed to the foregoing
instrument 1s the corporate seal of said corporation, that sald
instrument was signed and sealed today on behalf of sald corporation
by authority of its Board of Directors; and he acknowledged that
the execution of the foregoing instrument was the free act and
deed of saild corporation.

N

N

SOl T g . .

SRV 'ARIAL. SERL] @i&\a M - ;M«Q/s» .
R~ Notary Publlc S7A7& o »-.
=L . WO. Y- J66331Y
22 - T2 g ¥ cen oy
Z-~ » ~ _Myscommission expires: QUALIFED )~ @Y $ ceun

% - CMARCH 20, 1982 CelZTIFICATE  FILeED 7~ N cOouNTY

state OF _Couneclicot)
)
counTy oF HARTFORD )

SS

On this _ /sf day of ;gzgf( , 1980, before me personally

appeared g W _KAWAM , t0O me personally known, who being
by me duly sworn, says that he 1is a VlCEpPRESlDEl\YT of
THE CONNECTICUT BANK AND TRUST COMPANY, that one of the seals
affixed to the foregoing instrument 1s the corporate seal of said
corporatlion, that sald instrument was signed and sealed today on
behalf of saild 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.

[NOTARIAL SEAL] — Z: Z s M/

Notary Public

BARBARA Ss. KACICH
My commlssion explires: NOTARY PUBLIC
MY COMMISSION EXPIRES MARCH 31, 1982



AMORTIZATION SCHEDULE

(Payments Required Per $1,000,000 Principal Amount of
' 13% Secured Notes Issued by Debtor Being the Portion
of $1,000,000 of Equipment to be Purchased from Note Proceeds)

Number of Total

Installment Payment
1 38,111.50
2 38,111.50
3 38,111.50
4 38,111.50
5 38,111.50
6 38,111.50
7 38,111.50
8 38,111.50
9 38,111.50
10 38,111.50
11 38,111.50
12 38,111.50
13 38,111.50
14 38,111.50
15 28,111.50
16 33,111.50
1 38,111.50
13 38,111.50
1 38,111.50
20 38,111.50
21 38,111.50
22 38,111.50
23 38,111.50
24 38,111.50
25 38,111.50
26 38,111.50
27 38,111.50
28 38,111.50
29 38,111.50
30 38,111.50
31 38,111.50
32 38,111.50
33 38,111.50
34 38,111.50
35 38,111.50
36 36,664.98
37 37,394.69
38 37,394.75

Portion Pertion
Allocated to Allocated to Principal
Principal Interest Balance
5,611.50 32,500.00 994,388.49
5,793.88 32,317.63 988,594.62
5,982.18 32,129.33 982,612.44
6,176.60 31,934.90 976,435.84
6,377.34 31,734.16 970,058.50
6,584.60 31,526.90 963,473.89
6,798.60 31,312.90 956,675.29
7,019.56 31,091.95 949,655.73
7,247.69 30,863.81 942,408.04
7,483.24 30,628.26 934,924.80
7,726.45 30,385.06 927,198.35
7,977.56 30,133.95 919,220.79
8,236.83 29,874.68 910,983.96
8,504.53 29,606.98 902,479.43
8,780.92 29,330.58 893,698.51
9,066.30 29,045.20 884,632.21
9,360.96 28,750.55 875,271.25
9,665.19 28,446.32 865,606.06
9,979.31 28,132.20 855,626.76
10,303.563 27,807.87 845,323.12
10,638.50 27,473.00 834,684.62
10,984.25 27,127.25 823,700.36
11,341.24 26,770.26 812,359.12
11,709.83 26,401.67 800,649.29
12,090.40 26,021.10 788,558.89
12,483.34 25,628.16 776,075.54
12,889.05 25,222.46 763,186.50
13,307.94 24,803.56 749,878.55
13,740.45 24,371.05 736,138.10
«14,187.02 23,924.49 721,951.08
14,648.09 23,463.41 707,302.99
15,124.16 22,987.35 692,178.83
15,615.69 22,495,811 676,563.14
16,123.20 21,988.30 660,439.94
16,647.21 21,464.30 643,792.73
15,741.72 20,923.26 628,051.01
16,983.03 20,411.66 611,067.99
17,535.04 19,859.71 593,532.94
SCHEDULE 1

(to Security Agreement)



1

Number of Total
Installment Payment
39 38,111.50
40 30,697.14
41 34,437.10
42 34,437.11
43 38,111.50
4y 24,811.86
45 31,520.45
46 31,520.31
47 38,111.00
48 19,034. 42
49 28,656.72
50 28,656.43
51 38,109.99
52 27,529.33
53 38,111.50
54 38,111.50
55 38,111.50
56 38,111.50
57 38,111.50
58 38,111.50
59 38,111.50
60 38,111.50
61 38,111.50
62 38,111.50
63 38,111.50
64 38,111.50

Allocated to Allocated to Principal
Principal Interest Balance
18,821.58 19,289.82 574,711.26
12,019.02 18,678.12 562,692. 24
16,149.60 18,287.50 S46,542.64
16,674.47 17,762.64 529,868.16
20,890.79 17,220.72 508,977.38

8,270.10 16,541.76 500,707.28
15,247.46 16,272.99 485,459,81
15,742.87 15,777.44 469,716.95
22,845.20 15,265.80 446,871.75

4,511,09 14,523.33 442,360.66
14,280.00 14,376.72 428,080.65
14,743,.81 13,912.62 413,336.85
24,676.54 13,433.45 388,660.30
14,897.87 12,631.46 373,762.44
25,964.23 12,147.28 347,798.21
26,808.06 11,303.44 320,990.15
27,679.32 10,432.18 293,310.82
28,578 ,90 9,532.60 264,731.92
29,507.72 8,603.79 235,224.,20
30,466.72 7,644.79 204,757.49
31,456,89 6,654.62 173,300.60
32,479.23 5,632.27 - 140,821.36
33,534.81 4,576.69 107,286.55
34,624.69 3,486.81 72,661.86
35,749.99 2,361.51 36,911.87
36,911.87 1,199.64 (-.00)



Number

of Items

100

DESCRIPTION OF EQUIPMENT

Description

100 Covered
Hopper Cars
Manufactured
by Trinity
Industrles,
Inc.

SCHEDULE 2
(to Security Agreement)

Identifying Mark
and Numbers
(Both Inclusive)

MBFX 4500 through
MBFX 4599, both
inclusive



EFS ALPHA, INC.

13% SECURED NOTE

FOR VALUE RECEIVED, the undersigned, EFS ALPHA, INC.
(the "Company") promises to pay to

or order,
the principal sum of

DOLLARS ($ )

together with interest from the date hereof until maturity at the
rate of 13% per annum (computed on the basis of a 360-day year

of twelve consecutive 30-day months) on the unpaid principal

hereof, in an installment of accrued interest only payable on

July 1, 1980, followed by installments of principal and interest
payable in the amounts and on the dates set forth 1In the Amortization
Schedule I attached hereto and made a part hereof, and to pay
interest on overdue principal and (to the extent legally enforceable)
on overdue interest at the rate of 14% per annum after maturity,
whether by acceleration or otherwise, until paid. Both the

principal hereof and interest hereon are payable to the holder
hereof in coin or currency of the United States of Amerlca which

at the time of payment shall be legal tender for the payment of
publie and private debts. In the event a payment 1s due on this

Mote on a day which 1s not a business day, such payment shall

not be due untlil the next succeeding business day. For such

purpose, the term "business day" means a calendar day, excludilng
Saturdays, Sundays and days on which banks in the State of New

York or Connecticut or the Province of Alberta are authorized or
required to close.

This Note 1is one of the 13% Secured Notes of the Trustee
not exceeding $3,522,750 in aggregate principal amount (the
"Notes") issued under and pursuant to the Participation Agreement
dated as of March 1, 1980 among the Company, Western Cooperative
Fertilizers (U.S.) Inc. (the "Lessee"), Western Co-operative

EXHIBIT A
(to Security Agreement)



Fertilizers Limited (the "Guarantor"), The Connecticut Bank and
Trust Company (the "Secured Party") and the institutional investor
referred to in Schedule 2 thereto and also 1ssued under and equally
and ratably with said other Notes secured by that certalin Security
Agreement-Trust Deed dated as of March 1, 1980 (the "Security Agree-
ment") from the Company to the Secured Party. Reference is made to
the Security Agreement and all supplements and amendments thereto
executed pursuant to the Security Agreement for a description of the
collateral, the nature and extent of the security and rights of the
Secured Party, the holder or holders of the Notes and of the Company
in respect thereof.

Certaln prepayments are required to be made on this
Note and any other Notes outstanding under the Security Agreement.
The Company agrees to make the required prepayments on the Notes
in accordance with the provislons of the Security Agreement.

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

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

Anything in this Note to the contrary notwithstanding,
neilther the Secured Party nor any holder hereof, nor their
respective successors or assigns shall have any claim, remedy
or right to proceed against the Company in its individual
corporate capaclity or any 1incorporator or any past, present or
future subscriber to the capital stock of, or stockholder, officer
or director of the Company for the payment of any deficiency
or any other sum owing on account of the 1lndebtedness evidenced
by this Note or for the payment of any liability resulting from
the breach of any representation, agreement or warranty of any
nature whatsoever, from any source other than the collateral
under the Security Agreement (the "Collateral”); and the Secured
Party and the holder of this Note by 1ts acceptance hereof walve
and release any personal liability of the Company in 1its individual
corporate capaclty, and any incorporator or any past, present or
future subscriber to the capital stock of, or stockholder, officer
or director of the Company for and on account of such indebtedness
or such liability, and the Secured Party and the holder of this
Note agree to look solely to the Collateral for the payment of
sald i1ndebtedness or the satisfaction of such liability; provided,
however, nothing herein contalined shall 1limit, restrict or impailr
the rights of the Secured Party to accelerate the maturity of
this MNote upon a default thereunder, to bring suit and obtain a
Judgment against the Company on this Note or to exerclse all
rights and remedies provided under the Security Agreement or
otherwise realize upon the Collateral; provided, further, that
nothing in this paragraph shall be construed to limit in scope
or substance those representations and warranties of the Company

-2-
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in its individual capacity set forth in the Participation Agreement
or the Security Agreement.

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

EFS ALPHA, INC.

By

NOTICE

THIS NOTE HAS NOT BEEN REGISTERED PURSUANT TO

THE SECURITIES ACT OF 1933 OR UNDER THE SECURITIES
LAWS OF ANY STATE. THE NOTE MAY NOT BE OFFERED

OR SOLD UNLESS IT IS REGISTERED UNDER THE
APPLICABLE SECURITIES LAWS OR UNLESS AN EXEMPTION
FROM SUCH REGISTRATION IS AVAILABLE.



