BRIDGE FINANCING AN SECURITY AGREEMENT

THIS AGREEMENT is entered inte by and between the NORTH COAST
RAILROAD AUTHORITY, a public agency (NCRA) and the NORTHWESTERN
PACIFIC RATLROAD COMPANY, a California Corporation, its successors and assigns,
(NWP) and is effective as of August 8, 2007,

RECITALS

A NWP is the designated Operator of rallroad fecilities, including property
and easements owned by NCRA under that Agreement for the
Resarreciion of Operation Upon the Northwestern Pacific Railroad Line
and Lease dated September 13, 2006 (Lease),

B NCRA, anticipates it will receive funds under the California Traffic
Congestion Relief Program (TCRP), a3 euthorized by the California
Trangportation Commission and administered by CALTRANS (together,
the Funding Agencies) Sait funds will be paid to NCRA for the
reimbursement of funds expended by NCRA for authorized projects if the
Funding Agencies approve such expenditures;

C NWP agrees to loan NCRA “bridge financing™ that will rnable NCRA to
expend funds subject to reimbursement ag sat forth above, under the terms
and comditions set forth herein.

D MNWP has advanced funds in the amount of $20,000 per snonth as
“ Advance Lease Payments { Advance Lease Payments) t» NCRA, and
may continue 0 so advance Rnds, and, in addition, has incurred expenses
in the amount of $20,000 more or Jess for attorneys fees in relation to Jegal
work associated with the proposed County of Sonoma Bridge Loan, said
expense 10 be considered an Advance Lease Payment

IT 18 THEREFORE AGREED by and between the parties as follows:

1. Loan Proceeds. WP shall from time to time loan NCELA such funds
{Loan Proceeds) as are necessary to pay vendors and perform other
obligations for the sole purpose of performing work autborized under
TCRP, ia an amount not to excecd Five Million Dollars sutstanding at anv
one time,

2, Sole Purpose. NCURA shall expend Loan Proceeds solely for the purposes
authorized under TCRP and shall in a timely manner pesform all
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obligations and requirements neceseary to seek reimbursernent from the
Funding Agencies for such expenditurzs.

3 Request for Loan Funds. Mo later than the tenth day of ¢ach month,
NCRA shall forecast and provide to NWP the amount of funds needed to
be borrowed during that month. When any invoice is subinirted to
Caltrans, NCRA shatl notify NWP as to the date and amount of such
invoice and shall include invoices and such other evidenc: or confirmation
of work performed &8 reasonably required by NWT  Whea Cairtans has
issued e reimbursement approval letter for an invoice and such letter hog
been provided to NWP, NCEA shall make a request for te emount of the
funds to be borrowed t0 WWP mn writing. WWP shall provide Loan Funds
to NCRA in an amount adequete to pay those expenditures decmed by
MNWP, in its sole disoretion, a5 likely 10 be reimbursed by the Funding
Agencies, and such fonds shail imnmediately be expended by NCRA for
such specific purposes.

4 Repayment of Loan Funds. IWWP's advancement of Luan Funds 1o
INCRA 3hall create an immediate and ungualified obligation on the pers of
NCRA to rzpay such Loan Funds to NWP uander the term; and conditions
hereof. without regard 1o whether or not the expenditures for which such
Loan Funds were advanced are reimbursed by the Funding Agencics, and
NWP’s determination 6n whether or not te advance Loan Funds, as set
forth in Section 3, above, shall have no bearing whatsoevsr on NCRA’s
obligation to repay such funds once they have been advarced Ar such
time as the expenditures for which Loan Funds were used by NCR4 are
reimbursed by the Funding Agencies, NCRA. shall immexdiately repay such
funds to NWP.

3 frserest. Interest on any Loan Funds advanced by NWF, including Fands
advanced prior 1o this Agrerment and any Advance Leasi: Payments
subjest to the default provisions hercof, shall accrue at the rate paid by
NWP for such funds NWP shall provide NCRA. with quarterly invoices
of its interest amounts

G Seenrity. NURA hereby pledges as collateral security fivr performance of
15 obligations bereunder all rolling stock owned by NCR 4, including
specifically shirty four boxcars now under lease, along with the lease and
proceeds therefrom, and all work equipment, listed in Exhibit A, etftached
nereto NWP may file and record appropriate liens on said securdy, and
NCRA shall safeguard and protect said security to the reuscneble
satisfaction of NWP zud shall not cause any of the security items 1 be
ctherwise collateralized, tronsforred, disposed of or wasted
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7 Term. Prncipal and interest then outstanding on all Loan Funds
extended by NWP to NCRA shall be due and payable no later than thres
years from the datc hereof, with the exception that any Lvan Funds
expended by NCRA. and reimbursed by the Funding Agencies shall be due
and payable ro NWP irnmediately upon receipt

8 Default. A default under this Agreement shall occur,

a} As tothe Loan Funds, il NCRA fails to perform any of the terms and
conditions of this Agreement, and/or if the Funding Agencies fail to
reimburse NCRA for any expenditure by NCRA in an smount in
excess of $100,000. In ihe svent any expenditure by NCRA is
disallowed and reimbucsement is denied by the Funding Agenciss,
NCRA shall immediately and in writing notify NWWF; and,

b) Asto the Advance Lease Payments, if, within three years of the date
nerecf, NWP is prevented through no default of its ewm from opesating
as & common cermst under the Lease by action or inaction of any
public entity or entities, or litigation, At such time and under such
conditions, all Advance Lease Payments then made bty NWP to NCRA
shall be considered 2 loan by N'WP to NCRA. aad shall be due and
owing, topether with interest, o

£

¥

Upon Notice of Default being served by NWP npon WCIA. NCRA shall
have a period of not more than 130 days 10 cure the defailt, after which
NWP without further recourse or legal process of any sort may levy
agatnst and collect so much of the collateral security as to sepay any Loan
Funds together with interest outstanding

9 Status of Agreement. This Agreement supercedes any and all other
agreements, either oral or in writing, between the particy herclo with
respect to the subject matter hereof and contains all of ile covenenis and
agreements behveen the parties with respect to said matrers, and each
party 10 this Agreement acknowledges that no representutions,
inducements, promises, or agreements, orally, in Writing or otherwise,
have been made by either party or anyone acting on behalf of either party,
which is not smbadied hersin and that no otber agreement, statement or
promise not conained in this Agreement shall be valid ur binding

10.  Successers und Assigns. This Agreement shall be binding upon and inure
to the benefit of the successor(s) and assigns of the parties hereto

11 Severability, In the eveni thut any provision of this Agreement is beld 1o
be invalid, void, or unenforceable, the remainder of the Agreement shail
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nonctheless remain in full force and effect and shal! vot orherwise be
affected, imnpaired or invalidated

12 Notice. Any notices required herein or any other information passing
between the parties shall be addressed to the Following;

NWP

John H Willwams

The Woodside Consulting Group
385 Sherman Avenue, Suiic 1
Palo Alto, California 94308.1 840

NCRA

Mitch Stogoer

Executive Director

MNorth Coast Railroad authorty
419 Taimape S, Suite M
Ukiah, Cehiforniz 95482

13 Veyue and Adtomeys Fees. [ the event legal action is brought by the
parties hereto, the venue shall be the Superior Court of the State of
California, County of Sonemn  The prevatling party shell be entitled to
reagonsble attormeys fees and costs as determined by the Coun

13 Counterparts. This Agreement may be executsd in ove of more
cousnterparts each of which shall be deemed an original and ati of which
rogether shall constitute one and the same instnunent

14 Time of the Essenve. Time is of the esssuce with regrrd to performance
of all obligations and duticd of the parties hereto

N WITNESS WHEREOF, the punties hereto have execwied this Agreement as of
the date first herein above written,



