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" Secretary, Interstate

Commerce Commission MWWMMM% WW
Washington, D.C. 20423 H?%%#WM%

Dear Sir: i ‘ S

Recording is hereby requested of the attached lease of railway
equipment dated February 28; 1979, between Rex Railways, Inc., 616
Palisade Avenue, Englewood Cliffs, N.J. 07632, Lessee, and The Budd
Company, 3155 W. Big Beaver Road, Troy, MI 48084, Lessor, and Rex
Noreco, Inc., 616 Palisade Avenue, Englewood Cliffs, N.J. 07632,
Guarantor of lease.

The equipment covered by the lease consists of 25 ¥M Box Cars
manufactured by FMC Corp., bearing road Nos. CV600100 through CV600124.

The original document should be returned to Frank S. Perkin, Jr.
J!ghe Budd Company, 3155 W. Big Beaver Road, Troy, MI 48084. '

Very truly?%mgrs,

FSP/sjw
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and

BUDD FINANCIAL CORPORATION




V SR LEASE OF RAILROAD EQUIPMENT dated as of
R Februaryw’i €, 1979 between REX RAILWAYS, INC.
. s (hereinafter called the Lessee), and BUDD FINANCIAL
i CORPORATION (hereinafter called the Lessor}.

WHEREAS, the Lessor proposes to acquire the railroad cars de-
scribed in Schedule A hereto (hereinafter called the Units):; and

WHEREAS, the Lessee will lease from the Lessor all the Units
so acquired or such lesser number of Units as are delivered and accepted

hereunder at the rentals, for the terms and upon the conditions hereinafter
provided.

NOW, THEREFORE, in consideration of the premises and of the
rentals to be paid and the covenants hereinafter mentioned to be kept
and performed by the Lessee, the Lessor hereby leases the Units to the
Lessee upon the following terms and conditions.

Section 1. Purchase Price and Payment. The term Purchase
Price shall mean the aggregate purchase price paid by the Lessor for the
Units set forth in Schedule A hereto as set forth in the Acceptance
Certificate relating thereto. As applied to an individual Unit, Purchase
Price shall mean the total purchase price paid by the Lessor as set forth
in the Acceptance Certificate relating to such Unit. On delivery and
acceptance of a Unit as hereinafter provided, the Lessor shall accept
the Units for lease hereunder and pay to the builder of the Units (here-
inafter called the Builder) an amount equal to the Purchase Price of the
Unit, provided that the following conditions precedent have been satisfied:

. {a) The Unit is accepted for lease by Lessee not later than
Decenmber 31, 1979 and the Purchase Price of such Unit when added to the

aggregate Purchase Price of all Units leased by Lessee hereunder will not
exceed $2,200,000; «

{b) There shall have been no materially adverse change in
the financial condition of the Lessee or Rex Noreco, Inc. (hereinafter
called the "Guarantor") since April 30, 1978, the date of the most re-
cent financial statements of the Guarantor submitted to the Lessor;

{c) The Lessee shall have entered into bonafide subleases of
Units previously leased whose Purchase Price aggregate not less than 75%
of the Purchase Price of all Units on lease at such time and (i) the
aggregate rental payable to the Lessee under such subleases shall be an
amount not less than the aggregate rental payments due the Lessor for
such Units hereunder for comparable time periods (ii) no default exists
under any such sublease and (iii) the Lessee shall have assigned to Lessor,
in form and substance satisfactory to Lessor, its rights under said sub-
leases as security for payments due hereunder; :

(d) There‘shall have been delivered to the Lessor, the fol-
lowing documents, in form and substance satisfactory to it, in such
number of counterparts as may be reasonably requested:

{i) a bill of sale from the Builder to the Lessor
transferring to the Lessor title to the Units, warranting
to the Lessor that (1) the builder has good legal title to
the Units, has good and lawful right to sell such Units
and that title to the Units is free and clear of all




claims, liens, security interests and other encumbrances
of any nature; (2) the Units have been constructed in
accordance with the specifications previously certified

to the Lessor by an officer of the Lessee, a copy of such
specifications to be attached to such bill of sale, and
{3) convenanting to defend the title to such Units against
the demands of all persons whomsoever; and

(ii) an opinion of counsel for the Lessee to the
effect set forth in Section 14 hereof and an opinion of
counsel for the Guarantor in form and substance satis-

factory to the Lessor as to the matters set forth in
Section 1 of the Guaranty.

The Lessor will cause each Unit which the Lessee, in its sole
discretion, determines to lease hereunder to be tendered to the Lessee at
the point or points within the United States of America at which such
Unit is delivered to the Lessor. Upon such tender, the Lessee will cause
an authorized representative of the Lessee to inspect the same, and if
such Unit is found to be in good order, to accept delivery of such Unit
as agent for Lessor and to execute and deliver to the Lessor and the
Builder a certificate of acceptance and delivery substantially in the
form of Exhibit A hereto whereupon such Unit shall be deemed to have
been delivered to and accepted by the Lessee and shall be subject there-
after to all the terms and conditions of this Lease.

_ Section 2. Rentals. Lessee agrees to pay Lessor as rental for
each Unit subiject to this Lease, interim rent, if any, plus one hundred
eighty (180) consegutive monthly payments in arrears, each as set forth
below. 1In the event that the date of the Acceptance Supplement with re-
spect to a Unit (the "Acceptance Date") falls on the first business day
of a month, there shall be no interim rent and one hundred eighty (180)
consecutive monthly payments -in arrears shall be made commencing on the
first day of the month following the Acceptance Date and thereafter on
the first day of each month, each such payment in an amount equal to
.87799% of the Purchase Price. In the event that the Acceptance Date
is other than the first business day of a month, an interim rental pay-
ment shall be due on the first day of the month next succeeding the Ac-
ceptance Date in an amount equal to the product of (a) the Unit's Purchase
Price times (b) .022266% times (c) the number of days from and including
the Acceptance Date to and including the end of the month of acceptance.
Following the payment of any interim rental, rentals shall be paid monthly

in arrears on the first day of the next succeeding 180 months each egqual
to .87799% of the Purchase Price,

If any of the monthly rental payment dates referred to above
is not a business day the rental payment otherwise payable on such date
shall be pavable on the next succeeding business day. The term "business
day" as used herein means a calendar day, excluding Saturdays, Sundays
and any other day on which banking institutions in Englewood Cliffs, New
Jersey or San Francisco, California are authorized or obligated to remain
closed. The Lessee agrees to make each payment provided for herein as con-

templated by this paragraph in 1mmed1ately available funds in the city
where such payment is to be made,



This Lease is a net lease and the TLessee shall not be entitled
to any abatement of rent, reduction thereof or set off against rent,
including, but not limited to, abatements, reductions or setoffs due or
alleged to be due by reason of any past, present or future claims of
the Lessee against the Lessor under this Lease or otherwise; nor, except
as otherwise expressly provided herein, shall this Lease terminate, or the
respective obligations of the Lessor or the Lessee be otherwise affected,
by reason of any defect in or damage to or loss of possession or loss
of use or destruction of all or any of the Units from whatsoever cause,
any liens, encumbrances or rights of others with respect to any of the
Units, the prohibition of or other restriction against the Lessee's use
of all or any of the Units, the interference with such use by any person
or entity, the invalidity or unenforceability or lack of due authorization
of this Lease, proceeding against the Lessee, or for any other cause whether
similar or dissimilar to the foregoing, any present or future law to the
contrary notwithstanding, it being the intention of the parties hereto
that the rents and other amounts payable by the Lessee hereunder shall
continue to be payvable in all events in the manner and at the times herein
provided unless the obligation to pay the same shall be terminated pur-
suant to the express provisions of this Lease. To the extent permitted
by applicable law, the Lessee hereby waives any and all rights which
it may now have or which at any time hereafter may be conferred upon
it, by statute or otherwise, to terminate, cancel, quit or surrender
the lease of any of the Units except in accordance with the express
terms hereof. Each rental or other payment made by the Lessee hereunder
shall be final and the Lessee shall not seek to recover all or any part
of such payment from the Lessor for any reason whatsoever.

Section 3. Term of Lease. The term of this Lease as to the
Units shall begin on the date of delivery to and acceptance by the Lessee
and, subject to the provisions of Sections 6, 9 and 12 hereof, shall
terminate fifteen years thereafter. The obligations of the Lessee hereunder
(including, but not limited to, the obligations under Sections 5, 6, 8
and 13 hereof) shall survive the expiration of the term of this Lease.

Section 4., Identification Marks. The Lessee will cause each-
Unit to be kept numbered with the road number set forth in Schedule A
hereto, or in the case of any Unit not there listed such road numbher
as shall be set forth in any amendment or supplement hereto extending
this Lease to cover such Unit, and will keep and maintain, plainly,
-distinctly, permanently and conspicuously marked on each side of each
Unit, in letters not less than one inch in height, the words "Title to
this car, subject to documents recorded under Section 20(c) of the Inter-
state Commerce Act" or other appropriate words designated by the Lessor,
with appropriate changes thereof.and additions thereto as from time to
time may be required by law in order to protect the Lessor's title to
such Unit and the rights of the Lessor under this Lease. The Lessee
will not place any such Unit in operation or exercise any control or
dominion over the same under this Lease until such words shall have
been so marked on both sides thereof and will replace promptly any such
words which may be removed, defaced or destroyed. The Lessee will not
change the road number of any Unit unless and until (i) a statement
of new number or numbers to be substituted therefor shall have been filed
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with the Lessor and filed, recorded and deposited by the Lessee in all
public offices where this Lease shall have been filed, recorded and de-
posited and (ii) the Lessee shall have furnished the Lessor an opinion
of counsel to the effect set forth in subclause (viii) of Section 14
hereof in respect of such statement. The Units may be lettered with

the names or initials or other 1n€1gn1a customarily used by the Lessee
or its affiliates.

Except as provided in the immediately preceding paragraph, the
Lessee will not alleow the name of any person, association or corporation

to be placed on any Unit as a designation that might be interpreted
as a claim of ownership.

Section 5. Taxes. All payments to be made by the Lessee
hereunder will be free of expense to the Lessor for collection or other
charges and will be free of expense to the lLessor with respect to the
amount of any local, state, federal or foreign taxes or certification,
registration or license fees, assessments, charges, fines or penalties
hereafter levied or imposed upon or in connection with or measured by
this Lease or any sale, rental, use, payment, shipment, delivery or
transfer of title under the terms of this Lease (all such expenses,
taxes, certification, registration and license fees, assessments, charges,
fines and penalties being hereinafter called impositions), all of which
impositions the Lessee assumes and agrees to pay on demand in addition
to the payments to be made by it provided for herein and from and against
which the Lessee agrees to indemnify, protect, defend, save and keep harm-
less on an after tax basis the Lessor; provided, however, that unless other-
wise specifically provided herein, the Lessee's obligation to pay impositions
shall not include (a) any federal income tax payable hy the Lessor in conse-
quence of the receipt of payments provided for herein and (b) all income
taxes or franchise taxes measured by net income based on such receipts im-
posed on the Lessor by the state and city in which the Lessor has its
principal place of business, except any such tax which is in substitution
for or relieves the Lessee from the payment of taxes which it would other- .
wise be obligated to pay or reimburse as herein provided. The Lessee will
also pay promptly all impositions that may. be imposed upon any Unit or
for the use or operation thereof or upon the earnings arising therefrom
(except as provided above) or upon the Lessor by reason of its ownership
thereof and will keep at all times all and every part of the Units free
and clear of all impositions that might in any way affect the title of
the Lessor in and to any Unit or its interests or rights under this Lease;
provided, however, that the Lessee shall be under no ohllqatlon to pay
any impositions of any kind so long as it is contesting in good faith
and by appropriate legal proceedings such impositions and the nonpayment
thereof does not, in the opinion of the Lessor, adversely affect the title,
interest or rights of the Lessor hereunder. If any impositions shall have
been charged or levied against the Lessor directly and pald by the Lessor
the Lessee shall reimburse the Lessor promptly upon presentation of an
invoice therefor. The Lessor agrees that if, in the opinion of independent
tax counsel selected by the Lessor and acceptable to the Lessee (and whose
fees and expenses shall be paid by the Lessee) a bona fide claim exists
for a refund of all or a portion of any imposition in respect of which
the Lessee has made payment to the Lessor, the Lessor shall, upon reguest




and at the expense of the Lessee, take all such legal or other appropriate
action deemed reasonable by said independent counsel in order to sustain
such claim. The Lessor shall not be obligated to take any such legal or
other appropriate action unless the Lessee shall first have indemnified
the Lessor for all liabilities and expenses which may be entailed therein.
The Lessee shall be entitled to the proceeds of the successful prosecution

of any such claim to the extent of payments or reimbursement made by the
Lessee pursuant to this Section 5.

In the event any reports with respect to impositions are re-
quired to be made, the Lessee will either make such reports in such manner
as to show the interest of the Lessor in the Units or notify the Lessor

of such requirement and will make such reports in such manner as shall
be satisfactory to the Lessor.

In the event that, during the continuance of this Lease, the
Lessee becomes liable for the payment or reimbursement of any imposition,
pursuant to this Section 5, such liability shall continue, notw1thstandlng
the expiration of this Lease, until all such impositions are paid or reim-

bursed by the Lessee. The obligations of the Lessee under this Section 5
constitute a rental obligation.

Section 6. Payvment for Casualty Occurrences; Insurance. In the
event that any Unit shall be or become worn out, lost, stolen, destroyed,
or, in the opinion of the Lessee, irreparably damaged, from any cause whatso-
ever, or taken or requisitioned by condemnation or otherwise (such occur-
rences being hereinafter called Casualty Occurrences), prior to the return
of such Unit in the manner set forth in Sections 13 or 10 hereof, as the
case may be, the Lessee shall promptly and fully notify the Lessor with
respect thereto. On the rental payment date next succeeding such notice
the Lessee shall pay to the Lessor an amount equal to the rental payment
or payments in respect of such Unit due and payable on such date plus a
sum equal to the Casualty Value (as hereinafter defined) of such Unit as
of the date of such payment in accordance with Schedule B attached hereto.
Upon the making of such payment by the Lessee in respect of any Unit, the
rental for such Unit shall cease to accrue. Lessor shall transfer to Lessee,
without any representation or warranty of any kind, express or implied, what-

ever title to such unit it may have, and the term of this Lease as to such
Unit shall thereupon terminate.

The Casualty Value of each Unit as of the payment date on which
payment is to be made as aforesaid shall be that percentage of the Pur-
chase Price of such Unit set forth in the right hand column of Schedule B
hereto opposite the rental payment number that is due on such date.

Whenever any Unit shall suffer a Casualty Occurrence after the
final rental payment has been made pursuant to Section 2 hereof and before
such Unit shall have been returned in the manner provided in Section 13
hereof, the Lessee shall promptly and fully notify the Lessor with respect
hereto and pay to the Lessor an amount equal to the Casualty Value of

such Unit, which shall be an amount egqual to 25% of the Purchase Price
of such Unit.



Except as hereinabove in this Section 6 provided, the Lessee
shall not be released from its obligations hereunder in the event of,
and shall bear the risk of, any Casualty Occurrence to any Unit from and
after the date first above mentioned.’

The Lessee will cause to be carried and maintained at all times
during the term of this Lease physical damage and liability insurance
covering the Units in the name of the Lessor and the Lessee in such amounts
and in such form as shall be satisfactory to the Lessor. The Lessee will
provide all risk property damage for the Units in an amount not less than
the greater of the aggregate Casualty Value of all such Units or the amount
prescribed in the interchange rules of the Association of American Rail-
roads or any successor organization responsible for matters pertaining to
the interchange of freight traffic applicable to the loss of such Units
(the "AAR" Value"); provided, however, that the Lessor agrees to obtain
at the request and expense of the Lessee insurance coverage for the amount,
if any, by which the Casualty Value exceeds the AAR Value of the Units.

The Lessee currently maintains the liability insurance coverage described
in Schedule C and shall not, without the Lessor's written consent, reduce
the amounts of such insurance coverage. Such insurance policy or policies
shall provide that all losses thereunder will be adjusted with the Lessee

and the Lessor and will be payable to the Lessor and the Lessee as their
respective interests may appear.

The policies of insurance required hereunder shall be valid and
enforceable policies issued by insurers of recognized responsibility com-—
parable .to the Lessee's present insurers. Originals of the policies and
satisfactory evidence of the payment of premiums thereon shall be delivered
by the Lessee to the Lessor except that the Lessor may accept copies of
the policies and certificates of insurance in lieu of original policies.
Such policies may be blanket policies covering other equipment not covered
by this Lease, provided that any blanket policy shall in an accompanying
certificate of insurance or rider specifically designate the Units as
being included therein and covered thereby to the full extent of the amounts
herein required and shall name the Lessor as an additional insured party
thereunder with respect to liability and a loss payee with respect to damage
to such Units. All such policies shall contain an agreement by the insurers
that such policies shall not be cancelled without at least 10 days prior
written notice to the Lessor and that the insurer will give notice to
the Lessor in the event of nonpayment of premium by the Lessee when due.

Any insurance proceeds (less expenses of collection) as the
result of insurance carried by the Lessee or condemnation payments re-
ceived by the Lessor in respect of Units suffering a Casualty Occurrence
shall be deducted from the amounts payable by the Lessee to the Lessor
in respect of Casualty Occurrences pursuant to this Section 6, if such
amounts are received by the Lessor on the or prior to the date when
such Casualty Value is due. If the Lessor shall receive any such insurance
proceeds or condemnation payments after the Lessee shall have made payments
pursuant to this Section 6 without deduction for such amounts, such insur-
ance proceeds or condemnation payments shall be paid to the Lessee up to
the amount of the Casualty Value payment made to the Lessor. Fifty per-



cent (50%) of any insurance proceeds or condemnation payments in excess

of the Casualty Value payment made to Lessor shall be paid to the Lessee

as compensation for the loss of its leasehold interest in the Units and

the balance shall be paid to the Lessor as owner of the Units. All insurance
proceeds received by the Lessor in respect of any Unit not suffering a
Casualty Occurrence shall be paid to the Lessee upon proof satisfactory

to the Lessor that any damage to such Unit 1n respect of which proceeds
were paid has been fully repaired.

Section 7. Reports. On or before March 31 in each year,
commencing with the calendar year 1979, the Lessee will furnish to the Les-
sor an accurate statement (a) setting forth as at the preceding December
31 the amount, description and numbers of all Units then leased hereunder,
the amount, description, location and numbers of all Units that have
suffered a Casualty Occurrence during the preceding calendar year or
are then undergoing repairs {(other than running repairs) or then withdrawn
from use pending such repairs (other than running repairs) and such other
information regarding the condition, location and state of repair of the
Units as the Lessor may reasonably request and (b) stating that, in the
case of all Units repainted or repaired during the period covered by
such statements, the numbers and markings regquired by Section 4 hereof
have been preserved or replaced. The Lessor shall have the right by its
agents, to inspect the Units and the Lessee's records with respect thereto

at such reasonable times as the Lessor may request during the continuance
of this Lease.

The Lessee will furnish the Lessor (i) within 60 days after
the end of each of the first three quarterly fiscal periods of the Lessor,
balance sheets of.the Lessor and Guarantor as of the close of such periods,
together with the related statements of income and retained earnings,
all in reasonable detail and prepared by the respective Comptroller of
each Corporation and (ii) within 120 days after the close of each fiscal
year of the Lessee and Guarantor, the balance sheets of the Lessee and
Guarantor as of the close of their respective fiscal years, together with
the statements of income and retained earnings for such fiscal years, all
prepared in reasonable detail in accordance with generally accepted ac-
counting principles and certified by a recognized national firm of inde-
pendent public accountants, including accompanying notes, (iii) within
120 days after the close of each fiscal year of the Lessee and Guarantor,
certificates of the Lessee and Guarantor signed by the principal financial
officer or a vice president of each corporation to the effect that the

signer has reviewed the relevant terms of this Lease and the Guaranty, as
" the case may be, and has made, or caused to be made under his supervision,
a review of the transactions and conditon of the Lessee and Guarantor during
the preceding fiscal year, and that such review has not disclosed the
existence during such period, nor does the signer have knowledge of the
existence as at the date of such certificate, of any condition or event
which constitutes an Event of Default or which, after notice or lapses
of time or both, would constitute an Event of Default or, if any such
condition or event existed or exists, specifying the nature and period
of existence thereof and what action the Lessee has taken or is taking
or proposes to take with respect thereto, (iv) all reports which Lessee
and Guarantor shall send to its stockholders and all reports which it is



A ’ "P“_\"l‘-’
'l& o

1

or may be required to file with the Securities and Exchange Commission,
(v) promptly upon the filing of the same, the Railroad Annual Report Form
R~2 (or any form substituted therefor) of the Lessee and the Guarantor,

respectively, (vi) from time to time such other information as the Lessor
may reasonably request.

‘Section 8., Disclaimer of Warranties; Compliance with Laws and
Rules; Use; Maintenance: Indemnification. THE LESSOR MAKES NO WARRANTY OR
REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS TO THE DESIGN OR CONDITION
OF, OR AS TO THE QUALITY OF THE MATERIAL, EQUIPMENT OR WORKMANSHIP IN,
THE UNITS DELIVERED TN THE LESSEE HEREUNDER, AND THE LESSOR MAKES MO
WARRANTY OF MERCHANTARILITY OR FITNESS OF THE UNITS FOR ANY PARTICULAR
PURPOSE OR AS TO TITLE TO THE UNITS OR ANY COMPOWENT THEREOF, OR ANY
OTHER REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, WITH RESPECT TO
ANY UNIT, EITHER UPON DELIVERY THEREOF T0O THE LESSEE OR OTHERWISE, it
being agreed that all such risks, as between the Lessor and the Lessee,
are to be borne by the Lessee. The Lessor shall have no responsbility
or liability to ‘the Lessee or any other person with respect to any of
the following: (i) any liabilitv, loss or damage caused or alleged
to be caused directly or indirectly by any Units or by any inadequacy
thereof or deficiency or defect therein or by any other circumstances
in connection therewith; (ii) the use, operation or performance of any
Units or any risks relating thereto; (iii) any interruption of service,
loss of business or anticipated profits or consequential damages; or (iv)

the delivery, operation, servicing, malntanancp, repair, improvement or
replacement of any Units.

The Lessee agrees, for the benefit of the Lessor to comply
in all respects (ingluding without limitation, with respect to the use,
maintenance and operation of each Unit) with all laws of the jurisdictions
inwhich its operations involving the Units may extend, with the interchange
rules of the Association of American Railroads and with all rules of the
Department of Transportation, the Interstate Commerce Commission and any
other legislative, executive, administrative or judicial body exercising
any power or jurisdiction over the Units, to the extent that such laws
and rules affect the title, operation or use of the Units, and in the
event that prior to the expiration of this Lease or any renewal hereof,
such laws or rules require any alteration, replacement or addition of or
to any part on any Unit, the Lessee will conform therewith at its own
expense and title to any additions or improvements so made shall thereupon
vest in the Lessor; provided, however, that the Lessee may at its own
expense, in good faith, contest the validity or application of any such
law or rule in any reasonable manner which does not, in the opinion of the
Lessor, adversely affect the property of the Lessor under this Lease.

The Lessee agrees that none of the Units will be assigned to
reqular service outside the continental United States.

The Lessee agrees that, at its own cost and expense, it will main-
tain and keep each Unit (including any parts installed on or replacements
made to any Unit and considered an accession thereto as hereinbelow provided)
which is subject to this Lease in good operating order, repair and condi-
tion and at all times suitable for interchange.



Any and all additions to any Unit (except equipment or devices
which have been added to such Unit by the Lessee, the cost of which is
not included in the Purchase Price of such Unit, which are not required
for the operation or use of such Unit by the Interstate Commerce Commission,
the Department of Transportation or any . other applicable regulatory body
and which may be readily removed from such Unit without materially damag-
ing such Unit or the value thereof) and any and all parts installed on
and additions and replacements made to any Unit shall constitute accessions
to such Unit and, at the cost and expense of the Lessee, full ownership
thereof free from any 1lien, charge, security interest or encumbrance
shall immediately be vested in the Lessor. The Lessee shall not permit
any special device or assembly to be attached or affixed to any Unit which
may not be readily removed from such Unit without materially impairing
such Unit or the value thereof unless such special device or assembly is

to be considered an accession to such Unit and Lessee has secured the prior
written consent of the Lessor thereto.

The Lessee agrees to indemnify, protect and hold harmless the
Lessor from and against all losses, damages, injuries, liabilities, claims
and demands whatsoever, regardless of the cause thereof, and expenses in
connection therewith, including, but not limited to, counsel fees and ex-
péenses, patent liabilities, penalties and interest, arising out of or as
the result of the entering into or the performance of or the occurrence
of adefault or an Event of Default under this Lease, the ownership of any
Unit, the ordering, acquisition, use, operation, condition, purchase, de-
livery, rejection, storage or return of any Unit or any accident in con-
nection with the operation, use, condition, possession, storage or return
of any Unit resulting in damage to property or injury or death to any
person, except as otherwise provided in Section 13 of this Lease. The
indemnities arising under this paragraph shall continue in full force
and effect notwithstanding the full payment of all obligations under this
Lease or the expiration or termination of the term of this Lease.

The Lessee agrees to prepare and deliver to the Lessor within
a reasonable time prior to the required date of filing (or, to the extent
permissible, filed on behalf of the Lessor) any and all reports (other
than income tax returns) to be filed by the Lessor with any federal,
state or other regulatory authority by reason of the ownership by the
Lessor of the Units or the leasing thereof to the Lessee.

Section 9. Default. If, during the continuance of this Lease,

one or more of the following events (each such event being herein sometimes
called an Event of Default) shall occur:

A. default shall be made in payment of any amount provided

for in Sections 2, 6 or 12 hereof, and such default shall continue for
seven business days;

B. the Lessee shall make or permit any unauthorized assign-
ment or transfer of this Lease, or any interest herein, or of the right
to possession of the Units, or any thereof;



, C. default shall be made in the observance or performance of
-‘any other of the covenants, conditions and agreements on the part of

" the Lessee set forth herein or on the part of the Guarantor, set forth

in the Guaranty Agreement of even date herewith, between the Guarantor
and the Lessor (hereinafter called the "Guaranty") and such default shall
continue for 25 days after written notice from the Lessor to the Lessee

or Guarantor, as the case may be, specifying the default and demanding
that the same be remedied; -

D. a petition for reorganization under Section 77 of the
Bankruptcy Act, as now constituted or as said Section 77 may hereafter
he amended, shall be filed by or against the Lessee or Guarantor and, unless
such petition shall have been dismissed, nullified, stayed or otherwise
rendered ineffective (but then only so long as such stay shall continue
in force or such ineffectiveness shall continue), all the obligations of
the Lessee under this Lease or the Guarantor under the Guaranty Agreement,
as the case may be, shall not have been and shall not continue to have
been duly assumed in writing, pursuant to a court order or decree, by .
a trustee or trustees apvrointed (whether or not subject to ratification)
in such proceedings in such manner that such obligations shall have the
same status as obligations incurred.by such trustee or trustees, within
30 days after such appointment, if any, or 60 days after such petition
shall have been filed, whichever shall be earlier; or.

E. any other proceedings shall be commenced by or against . the
Lessee or Guarantor for any relief which includes, or might result in,
any modification of the obligations of the Lessee or Guarantor under any
bankruptcy or insolvency laws, or laws relating to the relief of debtors,
readjustments of indebtedness, reorganizations, arrangements, compositions
or extensions (other than a law which does not permit any readjustments
of the obligations of the Lessee hereunder or Guarantor under the Guaranty
Agreement) and, unless such shall have been dismissed, nullified, stayed
or otherwise rendered ineffective {(but then only so long as such stay shall
continue in force or such ineffectiveness shall continue}), all the obliga-
tions of the Lessee under this Lease or the Guarantor under the Guaranty
Agreement, as the case may be, shall not have been and shall not continue ‘
to have been duly assumed in writing, pursuant to a court order or decree, -
by a trustee or trustees or receiver or receivers appointed (whether or
not subject to ratification) for the Lessee or for the property of the
Lessee or the Guarantor under the Guaranty Agreement, as the case may be,
in connection with any such proceedings in such manner that such obligations
shall have the same status as obligations incurred by such a trustee or
trustees or receiver or receivers, within 30 days after such appointment,

if any, or 60 days after such proceedings shall have been commenced, whichever
shall be earlier. :

Then, in any such case, the Lessor, at its option, may:

{(a) proceed by appropriate court action or actions either at
law or in equity, to enforce performance by the Lessee of the appli-
cable covenants of this Lease or to recover damages for the breach
thereof including net after-tax losses of federal and state income tax
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benefits to which the Lessor would otherwise be entitled under
this Lease; or :

(b) by notice in writing to the Lessce terminate this
Lease, whereupon all rights of the Lessee to the use of the Units
shall absolutely cease and terminate as though this Lease hgd
never been made, but the Lessece shall remain liable as herein
provided; and thereupon the Lessor may by its agents entcr upon
the premises of the Lessee or other premises where any ot'the
Units may be and take posscssion of all or any of such Units
and thence forth hold, possess and enjoy the same free from any
right of the Lessee, or its successors or assigns, to use the .
Units for any purposes whatever; but the Lessor shall, neverthe-
less, have a right to recover from the Lessee any and all amounts
which under the terms of this Lease may be then due or which way
have accrucd to the date of such termination and also to recover forth-
with Crom the Lessce (i) as damgpgees for loss of the bargain and
nmot as a penalty, a sum, with respect to each Unit, which
represents the excess of (x) the present valuce, at
the time of such termination, of the entire unpaid bal-
ance of all rental for such Unit which would otherwise

have accrucd hercunder from the date of =such termination

to the cnd of the term of this Lease as to such Unit

over (y) the then present value of the rental which the
Lessor reasonably estimates to be obtainable for the
Unit during such period, such present value to be com-
puted in each casc on the basis of a 5-1/2% per annum

discount, compounded monthly from the respective dates

upon which rentals would have been payable hereunder had

this Lease not heen terminated, (ii1) any damages and

cxpenses, including reasonable attorneys' fees, in addi-

tion thereto which the Lessor shall have sustained by

reason of{ the breach of aunv covenant, representation or
warranty of this Lease other than for the payvment of

rental, and (iii) an amount which, after deduction of

all taxes required to be paid by the Lessor and in

respect of the receipt thereof under the laws of any

federal, state or local government or taxing authority

of the United States of America or under the laws of

any taxing authority or governmentdl subdivision of a

foreign country, shall, in the reasonable opinion of

the Lessor, causc the Lessor’s net after-tax annual cash

flow and nect after-tax annual rate of return to be

the same as such net after-tax annual cash flow

and net after-tax annual rate of return would have been

had the lcossor been entitled to utilization of all »

or such portion of the ADR Deduction or ITavestment Credit (as
such terms arc defined in Section 106 hereof) which was lost,

not claimed, not- available for claim or disallowed or recaptured
in respect of a Unit as a direct or indirect result

of the breach of one or more of the representations,

warrantics and covenants made by the Lessee in Section 16

or any other provision of this Lease, the inaccuracy
of any statcment in any letter or document furnished
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woy to the Lessor by the Lessee or Guarantor, the termination of
“? this Lease, the Lessce's loss of the right to use such Unit,

any action or inaction by the Lessor or the sale or other
disposition of the Lessor's interest in such Unit after the
occurrence of any Event of Default plus such sum as will pay
or reimburse the Lessor for any interest, penalties or ad-
ditions-to tax incurred in connection with such loss, failure
to claim, inability disallowance or recapture.

The remedies in this Lease provided in favor of the
Lessor shall not be deemed exclusive, but <hall be cumnlative
and may be cxercised concurrentlv or consecutively, and shall
be-in addition to all other remedies in its favor existing at
law or in cquity. The Lessec hereby waives any mandatory
requirements of law, now or hereafter in eflfect, which might
Timit ov modify the remedies herein provided, to the cxtent
that such waiver 'is mot, at the time in question, preohibited
bv law. The Lessec heveby waives any and all existing or
futurc claims to any offset against the rental pavments due
hereunder, and agrees to make such payments regardless of any

offsct or claim which may be asserted by the Lessee or on its
behalf. '

The failure of the Lessor to exercise the rights
granted it hereunder upon the occurrence of any of the con-
tingencies sct forth herein shall not constitute a waiver of
any such rights upon the continuation or recurrence of any
such contingencies or similar contingencies.

Section 10, Return of Units YUpon Default. I this
Lease shall terminate pursuant to Scction 9 hereof, the Lessee
shall ferthwith deliver possession-of the Units to the Lessor.
Fach Unit so delivered shall be in the same operating order,
repairv and condition as when oviginally delivered to the
LLeSsee, reasonable wear and tear gxcepted_a@d meet the.stanQards
(including maintenance and operation prov1s%ons) then in efte;t
under the interchange rules of the Association of American Rail-
roads and/or the applicable rules of any governmental agency or
other organization with jurisdiction. For the purpose of de}lverlng
possession of any Unit or Units to the Lessor, as above required,
the Lessee shall, at its own cost, expense and risk:

.

()  torthwith and in the usual manner and at the
usual speed place such Units upon storage tracks of the
Lessce or such other tracks as the Lessor reasonahly may
designate, provided that such storage will not interfere
with the railroad operations of the Lessce or any of its
affiliates; '

(b) permit the Lessor to storc such Units on such
tracks at the risk of the Lessec without charge for in-
surance, rent .or storage for a period of 180 davs or
until such Units have been sold, lcased or otherwise
disposed of by the Lessor, whichever shall occur first,

provided that such storage will not interfere with the

yu1lroad operations of the Lessce or any of its affil-
iates; and



. (¢) transport the same to any. place on the lines of
rajlroad operated by the Lessee or any of its affiliates
or to any connecting carrier for shipment, all as
dirvected by the Lessor.

The assembling, delivery, storage, insurance and transporting

of the Units as hercinbefore provided shall be at the expense
and risk of the Lessee and are of the essence of this lLease,

and upon application to any court of cquity having juris-
diction in the premises the Lessor shall be entitled to a decree
against the Lessee requiring specific performance of the
covenants of the Lessee so to assemble, deliver, store and
transport the Units. During any storage period, the Lessee
will, at its own cost and cxpense, maintain and keep the

'Units in good order and repair and will permit the Lessor

or any person designated by it, including the authorized .
representative or representatives ot any prospective purchaser
of any such Unit, to inspect the same. All amounts earned

in respecct of the Units after the date of termination of

this Lease shall belong to the Lessor and, if received by

the Lessee, shall be promptly turned over to the Lessor.

In the cvent any Unit is not assembled, delivered and stored,

as hereinabove provided, the Lessee shall, in addition, pay to
the Lessor for each day after the date of termination, an amount
equal to the amount, if any, by which .0293% of the Purchase
Price of such Unit for each such day exceeds the actual earnings
received by the Lessor on such Unit for each such day.

Section 11. Assignment; Possession and Use.. This
Lease shall be assignable in whele or in part by the Lessor
without the consent of the Lessce, but the Lessee shall be under
no obligation to any assignce of the lLessor except upon written
notice of such assignment from the Lessor. All the rights
of the lessor hercunder (including, but not limited to. the
.rights under Sections 5, 6, 8, 9 and 17 and the rights to
receive the rentals payable under this lLease) shall inure to the
benefit of the Lessor's assigns (including the partners or any
beneficiary of any such assignee if such assignee is a part-
nership or a trvust, respectively). lessee agrees that it
shall so long as any such assignment may be effective: (1)
recognice any such assignment, (ii) accept the directions
or demands of such assignee in place ol those of Lessor,
(1i1) surrender any leased property only to such assignee,
(iv) pay all rent pavable hereunder and to do any and all
things required of Lessee hereéunder and not terminate this
Lease (other than as provided for herein), notwithstanding
any default by Lessor or the existence of any other offset
as between Lessor and Lessee or the cxistence of any other
liability or obligation of any kind or character on the part
of Lessor to Lessee whether or not arising hereunder, (v)
net require any assignee of this Lease to perform any duty,
covenant or condition required to be performed by the as-
signor under the terms of this Lease, all rights of Lessee
in any such connection aforesaid being hereby waived as to
any and all of such assignees, and (vi) execute any docu-
ments (or consent to such assignment) which Lessor may
reasonably request in order to effectuate the foregoing,
provided, however, that nothing hereinabove set forth
shall relieve Lessor from its obligations to Lessee here-




.

- ]J‘

under, and any such assignment,
be subject and subordinate to the terms and provisions of

this Lease and the rights and interest of Lessee in the
Units hereunder. :

transfer or mortgage shall

So long as no Event of Default hereunder occurs,’
the Lessee shall be entitled to the possession and use of the
Units in accordance with the terms of this Lease but, with-
out the prior written consent of the Lessor, the Lessce
shall not assign or transfer its leasehold interest under
this Lease in the Units or any of them, except that the :
Lessec may sublease the Units as provided in the immediately
succeeding paragraph. The Lessee, at its own expense, will
promptly pay or discharge any and all sums claimed by any
party which, if unpaid, m]ﬁht become a lien, charge, security
interest or other Lucumbrancc (other than an encumbrance
created by the Lessor or resulting from claims against the
Lessor not related to the ownership of the Units) upon or
with respect to any Unit, including any accession thereto,
or the interest of the Lessor or the Lessee therein, and
will promptly discharge any such lien, claim, sccurity
interest or other encumbrance which arises. The Lessce
shall not, without the prior written consent of the Lessor,
part with the possession or control of, or suffer or allow
to pass out of its possession or control, any of the Units,
except to the extent permitted by the provisions of the
immediately succeeding paragraph.

So long as no Event of Default hercunder occurs,
the Lessee shall be entitled to the possession of the,Unlts
and shall also be entitled (i) to the use of the Units by
it or any affiliate upon lines of railroad owned or
by it or any such affiliate or upon lincs of
which the lLessee or any such

operated
railroad over
affiliate has trackage or other
operating rights or over which railroad equipment of the Les-
see.or any such affiliate is regularly opecrated pursuant to
contract, (ii) to permit the use of the Units upon connecting
and other carriers in the usual interchange of traffic or
pursuant to runthrough agrecments, and (iii) to sublease any
Unit or Units to other companies incorporated under the laws
of any state of the United States or the District of Columbia
for usce in connection with their operations but only upon

and qubi >ct to all the terms and conditions of this Lease;
provided, however, that the Lessee shall remain primavily
Iiable [ for “all of its obligations under this Lease and shall
not usc or permit the use of any Unit in scrvice involving
the recgular operation and maintenance thereof outside the
United States. of America. The Lessce may reccive and retain

compensation for such use from other companies so using any

of the Units.
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T Nothing in this Section 11 shall be decmed to re-

. strict the right of the Lessee to assign.or transfer its lease-
hold interest under this Leasé¢ in the Units or possession of the
Units to any railroad corporation incorporated under the laws
of any state of the United States of America or the District of
Columbia (which shall have duly assumed the obligations of the
Lessec hereunder) into or with which the Lessee shall have be-
come merged or consolidated or which shall have acquired the
property of the Lessee as an entirety or substantially as an
entirety, provided that the financial condition of such as-
signee or transferee is reasonably satisfactory to Lessor and
such assignee or transferee will not, upon the effectiveness
of such merger, consolidation or acquisition, be in default
under any provision of this Lease.

Section 12. 1§
Provided that this Lease¢ has not been carlier terminated and
the Lessce is not in default hereunder, the Lessee may by writ-
ten notice delivered. to the Lessor not less than threc months prior
to the end of the original term or any of not more thansix
extended terms of this Lease, as the case may be, elect to ex-
tend the term of this Lease in respect of all but not fewer than
all the Units then covered by this Lease, for an additional
one-year period commencing on the scheduled expiration of the
original term or any extended term of this Lease, as the case
may be, provided that no such extended term extends beyond
October 1, 2000, at a "Fair Market Rental' payable in monthly
payments in advance in each year of such extended term.

Fair Market Rental shall be determined on the basis
of, and shall be equal in amount to, the rental which would
obtain in an_ arm’'s length transaction between an informed and
willing lessee (other than a lessee currently in possession)
and an informed and willing lessor under no compulsion to lease
and, in such determination, costs of removal from the location
of current usc shall not be a deduction from such rental value.
If, after 60 days from the giving of notice by the Lessee of
the Lessce's election to extend the term of this Lease, the Les-
sor and the Lessce arc unable to agree upon a determination
of the Fair Market Rental of the Units, such value or rental
shall be determined in accordance with the foregoing definition
by the following procedure. If either party to such determin-
ation shall have given written notice to the other requesting
determination of such rental value by this appraisal procedure,
the parties shall consult for the purpose of appointing a quali-
fied independent appraiser by mutual agreement. If no such ap-
praiser is so appointed within 20 business days after such notice
is given, each party shall appoint an independent appraiser
within 25 business days after such notice is given, and the two
appraiscers so appointed shall within 35 business davs after nuch
notice is given appoint a third independent appraiser. 1£ no
such third appraiser is appointed within 35 business davs after
such notice is ¢iven, either party may applyv, to make such ap-
pointment, to the American Arbitration Association, and both
parties shall be bound by any appointment so made. Any appraiser
or appraisers appointed pursuant to the foregoing procedure shall be
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instructed to determine the Fair Market Rental of the Units
subject to the proposed extended term within 890 days after his
or their appointment If the parties shall have app01nted a
single appralﬁe' or if cither party shall have failed to appoint
an appraiser, the determination of -Fair Market Rental of the
single appraiser appointed shall be final. If thrce appraisers
shall be appointed, the determination of the appraiser which
differs most from the other two appraisers shall be excluded,
the remaining two determinations shdll be averaged and such
latter average shall be final and binding upon the parties
hereto as the Fair Market Rental. The appraisal proceedings
shall be conducted in accordance with the Commercial Arbitra-

tion Rules of the American Arbitration Association as in ef-

fect on the date hereof, except as modified hereby. The pro-
vision for this appraisal procedure shall be the exclusive

means of determining Fair Market Rental and shall be in lieu

of any judicial or other procedure for the determination thercof,
and cach party hercto hereby consents and agrees not to assert
any judicial or other procedures. The expenscs of the appraisal
procedure shall be borne equally by the Lessee and the Lessor.

-

Unless an Event of Default shall have occurred and
be continuing at the end of the original term of this Lease,
or any event or condition which, upon lapse of time or giving
of notice, or both, would constitute such an Event of Default
shall have occurred and be continuing at such time, Lessor shall
not, at or within one year following the end of the original term
of thls Lease, sell any Unit (including any sale prior to the

end of such term for dellvery of such Unit at or following the
end of such term) unless:

. (a) the Lessor shall have received from a respon-
sible purchaser a bona fide offer in writing to pur-
- chase such Unit;

{b) the Lessor shall have given the Lessee notice
(1) setting forth in detail the identity of such pur-
chaser, the proposed purchase price, the proposed date
of purchase and all other material terms and conditions
of such purchase, and {ii) offering to sell such Unit to

the Lessee upon the same terms and conditions as those
set forth in such notice; and

(¢} the Lessce shall not have notified the Lessor,
within 20 days following receipt of such notice, of 1ts

election to purchase such Unit upon such terms and
conditions.

If the Lessee shall not have so elected to purchase such Unit,
Lessor may at any time sell such Unit to any party at a price
~and upon other terms and conditions no less favorable to Lessor
than those specified in such notice.
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Scction 13. Return of Units Upon Expiration of Term.
" As soon as practicable on or after the expiration of the
original or extended term of this Lease, the Lessee will,
at its own cost and expense, at the request of the Lessor,
deliver posscssion of the Units to the lessor upon such
ktOlngc tracks as the Lessor shall reasonably designate, orv,
in the absence of such designation, as the Lessee may select,
and permit the lLessor to store the Units on such tracks for a
period not exceeding three months and transport the same, at
any time within such three-month period, to any reasonable
place on the lines of a railroad opcrated by the Lessee or.
an affiliate of the lessee, or to any connecting carrier for
shipment, all as directed by the Lessor, the movement and stor-
age of the Units to be at the expense and risk of the Lessee.
During any such storage period the lessee will permit the
Lessor or any person d051ﬂnatod by 1t, including the authorized
represeiitative or representatives of anyv prospective purchaser
of any Unit, to inspect thée same; provided, however, that
the Lessec shall not be liable, except in the case of negpli-
gence of the Lessee or of its emplovees or agents, for any
injury to, or the dcath of, any persen exercising, either
on behalf of the Lessor or any prospective pUILhdSCT, the
rights of inspection granted under this sentence. FEach Unit
recturncd to the Lessor pursuant to this Section 13 shall be in
the same operating order, repair and condition as when originally
delivered to the lessee, reasonable wear and tear excepted
"and meet the standards (including maintenance and operation
provisions) then in effect under the interchange rules
of the Association of American Railroads and/or the applic-
able rules of any governmental agency or other organization
with jurisdiction. The assembling, delivery, storage and
transporting of the Units as hereinbefore provided are of the
essence of this Lease, and upon application of any court of
equity having jurisdiction in the premises, the Lessor shall
be entitled to a decree against the Lessee requiring specific
performance of the covenants of the lLessee so to assemble,
deliver, store and transport the Units. All amounts earned
in respect of the Units after the date of termination of
this Lease shall belong to.the Lessor and, if received by
the Lessee, shall be pxomptly turned over to the Lessor.
In the event any Unit is not assembled, delivered and
stored, as hereinabove provided,. the Lessee shall, in ad-
dition, pay to the Lessor for each day after the date of
termlnatlon an amount equal to the amount, if any, by which
.0293% of the Purchase Price of such Unit for each such

ddy exceeds the actual earnings received by the Lessor on
such Unit for each such day.
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Section 14, Representations and Warranties; Opinion
The Lessee represents and war

rants to the Lessor that:

_ (1) the Lessee and Guarantor are corporations duly -
ganized and validly existing in good standing under théylo: |
of their states of incorporation and are duly qualified e
and authorized to do business wherever necéééarv to carry

ses and operations and to i
AT 7 10ons own their
propertices and to perform their obli i is

> iy igations under ' 2 as
and the Guaranty; - der this Lease

(i1) the Lessee and the Guarantor have the full power,
authority and legal right to enter into and perform their
respective obligations under this Lease and the Guaranty,
and the exccution, delivery and performance of this Lease
and the Guaranty have been duly authorized by all necessary

corporate action on the part of the Lessee and Guarantor,
as the case may be;

(1ii1) neither the Lessce nor the Guarantor is a party
to any agreement or instrument or subject to any charter
or other corporate restrictions which will materially ad-
versely affect its financial condition, business or oper-
ations or the ability of the Lessee or Guarantor to perform

its obligations under this Lease or Guaranty, as the case
may be;

(iv) neither the execution and delivery of this Lease
or the Guaranty nor the consummation of the transactions
herein or therein contemplated or the fulfillment of, or
compliance with, the terms and provisions hercof and
thereof will conflict with, or result in a breach of,
any of the terms, conditions or provisions of any law,
or any regulation, order, injunction or decree of any
court or governmental instrumentality, or of the corpor-
ate charter (as amended) or the by-laws (as amended) of
the Lessee or Guarantoror of any bond, debenture, note,
mortgage, indenture, agreement or other instrument to
which the Lessor or Guarantor is now a party or by which
it may be bound, or constitute (with the giving of notice
or the passage of time or both) a default thereunder;

(vl no mortgage, deed of trust or other lien of
any nature whatsoever which now covers or affects, or
which may hercafter cover or affect, any property or
interest therein of the Lessee or Guarantor, now at-
taches or hereafter will attach to the Units or in any
manner affects or will affect adversely the Lessor's
right, title and interest therein;

(vi) ne authorization or approval is required from
any governmental or public body with respcct to the en-
tering into or performance by the Lessee of this Lease
or by the Guarantor of the Guaranty;
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(vii) this Lease and the Guaranty have been duly author-
ized, executed and delivered by the Lessee and Guarantor, as
the case may be, and, assuming due authorization, execcution
and delivery thereof by the other parties thereto, are legal,
valid and binding agreements, enforceable in accordance with
their terms; subject as to the enforcement of remedies to
‘applicable bankruptcy, insolvency, rcorgnization, moratorium
or other similar laws affecting creditors' rights generally;

(viii) this Leasc has been duly filed and recorded
with the Interstate Commerce Cominission. pursuant to
Section 20c¢ of the Interstate Commerce Act and such filing
and recordation will protect the Lessor's interest in and
to the Units and no filing, recording or deposit (or
giving of notice) with any other federal, state or local
government or agency 1s necessary in order to protect

the interests of the Lessor in and to the Units in the
United 'States of America; and

(ix) 'no adverse change has occurred in the financial
condition of the Lessee or Guarantor since April 30, 1978.

Simultancously with the execution and deliverv of this
Lease, the Lessce will deliver to the Lessor counterparts of the
written opinion of counsel for the Lessee, addressed to the Les-
sor, in scope and substance satisfactory to the Lessor and its
counsel, to the effect set forth in clauses (i)}, (ii), (iv),
(v), (vi) and (vii), and upon filing and recordation of this
Lease with the Interstate Commerce Commission prior to acceptance
of Units for lease hereunder, a supplementary opinion to the ef-
fect of clause (viii). The Lessee will also deliver to the Les-
sor counterparts of a certificate of the chief mechanical officer
of the Lessee as to each Unit having a useful economic life of
at least 26 years and an anticipated residual value at the end
of 15 years of at least 20% of the Purchase Price thercof.

Section 15. Recording. The Lessee will causce this
Lease and any assignment hereof to be filed and recorded with the
Interstate Commerce Commission in accordance with Section Z20c
of the Interstate Commerce Act. The Lessee will from time to
time do and perform any other act and will execute, acknowledge,
deliver, file, register, record (and will refile, reregister,
deposit and redeposit or rerecord whenever required) any and
all further instruments required by law or reasonably requested
by the Lessor or any assignee of Lessor for the purpose of
proper protection, to its satisfaction, of the Lessor's or such
assignee's interest in the Units or this Lease, or for the pur-
pose of carrying out the intention of this Lease; and the Lessce
will promptly furnish to the Lessor evidence of all such filing,
registrating, depositing or recording, and an opinion or opinions
of counsel for the Lessee with respect thereto satisfactory to
the Lessor. :
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Section 16. Federal Income Taxcs. This Lease has
been entered into on the assumption that (A) the Lessor,
as the owner of the Units, will be entitled to such deductions,

credits and other benefits as are provided by the Internal

Revenue Code of 1954, as amended to the date hereof (hereinafter
called the "Code"), to an owner of property, including,

without limitation the maximum depreciation deduction with
respect to the Units authorized under Section 167 of the

Code for new property (hereinafter called the ADR Deduction),
(a) utilizing a 12-year depreciable life, which is the lower
limit listed in Revenue Procedure 77-10,1.R.B. 1977-12,4

for property in Asset Guideline Class No. 00.25, in accordance
with the Class Life Asset Depreciation Range System described
in Scction 167(m) of the Code and the Treasury Regulations
promulgated thercunder as in effect on the date hereof, (b)
employing initially the double declining-balance method of
depreciation with a change, not requiring the consent of

the Commissioner of Internal Revenue, to the sum of the
years-digits method of depreciation when most beneficial to

the Lessor, (c¢) including in the basis of the Units the entire
Purchase Price thereof and all other items properly includable
under Sccticn 1012 of the Code, and (d) taking into account a
gross salvage value of 10% of the Purchasce Pricc of the Units
which will be reduced by 10% of the Purchase Price as allowed

by Section 167(f) of the Code and the 10% investment credit in
1978 (herein called the "Investment Credit"} with respect to

the aggregate Purchase Price of the Units pursuant to Section 38
and related sections of the Code; and (B) all amounts includable
in gross income by the Lessor with respect to this Lease will

be treated as income from sources within the United Statcs.

The Lessee agrees that neither it nor any corpora-
in control of it, or under common con-

any action or filec any returns or other documents inconsis-
tent with the {oregoing or which would increase the amount of
rentals required to be taken into income by the Lessor,

and that each of such corporations will file such returns,
take such action and execute such documents as may be
reasonable and necessary to facilitate accomplishment

of the intent thercof. The Lessee agrees to keep and make
available for inspection and copving hy the Lessor such
records as will enable the Lessor to determine whether it

is entitled (A) to the full benefit of the Investment Credit
and ADR Deduction with respect to the Units, and (B) to trcat
amounts includable in gross income with respect to this Lease
as- income from sources within the United States. Lessor agrces
without warranty of any kind that it is its present intention
to hold title to the Units for their entire useful lives.
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} The Lessee represents and warrants that (i) all the
Units constitute property, the full Purchase Price of which
qualifies for the Investment Credit under section 38 and 50
of the Code; (ii) at the time the. Lessor becomes the owner,
the Units will constitute "new section 38 property' within

~the meaning of sections 46 and 48 of the Code, and at the time

the Lessor becomes the owner of the Units, the Units will not

have been used by any person so as to preclude "the original

use of such property" within the meaning of sections 48(b) and
167(c) (2) of the Code from commencing with the Lessor; (iii)

the Units will not be used predominantly outside the United

States within the meaning of Rev. Proc. 77-10 (Sec. 2.03),

77-1 C.B. 548; (iv) for Federal income tax purposes, all amounts
includible in the gross income of the Lessor with respect to

the Units and all deductions allowable to the Lessor with re-

spect to the Units -will be treated as derived from or allocable

to, sources within the United States; (v) the Units fall within
Asset Guideline Class 00.25 as described in Rev. Proc. 77-10,

77-1 C.B. 548 (which shows a lower limit asset depreciation

range of the 12 years) and may be depreciated by the Lessor to

a gross salvage value of 10% of the Purchase Price which may bhe re-
duced by 10% of the Purchase Price under Scction 167(f) of the Code;
(vi) the income tax basis of the Units will be no less than the Pur-
chase Price and (vii) each Unit will be placed in service on the
date such Unit becomes subject to the Lease.

Lf by reason of the inaccuracy in law or in fact of
any of the representations and warranties set forth in the im-
mediately preceding paragraph, or the breach by the Lessece of
any of its agreements hereunder or under the Lecase or any act
or omission of the Lessee, Guarantor or any affiliate of the
Lessee or any sublessee of any thereof or the sale or other
disposition of any Unit or the interest of the Lessor after the
occurrence of an Lvent of Default under the Lease, the Lessor
shall lose, or shall not have, or shall lose the right to claim,
or shall suffer a disallowance of or shall be required to re-
capture all or any portion of the Investment Credit or ADR
Deduction with respect to all or part of any Unit or if for
Federal income tax purposes any item of income, loss or deduction
with respect to any Unit is treated as derived from, or allocable
to, sources without the United States (any such loss, disallowance,
recapture or treatment being hereinafter called a Loss), then
in any such casc the Lessee shall pay to the Lessor on each of the
dates provided in the Lease therecafter for payment of the install-
ments of rcental thereunder commencing with the first such date
following written notice to the Lessee by the Lessor, such sums
which, when taken together with the portion of the rental install-
ments due on such dates under the Lease will, in the reasonable
opinion of the Lessor, maintain the Lessor's after-tax rate
of return and total net after-tax cash flows {computed on the
same assumptions as utilized by the Lessor in originally eval-

in respect of such Unit under the Lease at

at least the same level that would have been available if such
Loss had not occurred (taking into consideration any interest,
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penalty or addition to tax incurrcd by the Lessor in connection

with such Loss). In the event that the Lease is terminated with
respect to any Unit prior to the time the Lessee is obligated to
make payments to the Lessor as set forth in the preceding sentence
(either because no such payment obligation had become fixed under
.such sentence prior to such termination or because the duc date

of such payment or payments shall occur following such termin-
ation), then the Lessce shall pay the Lessor, in lieu of such
payment or payments, on or before 30 days after written notice

to the Lessee by the Lessor of such Loss, such lump sum (calcu-
lated in samec manner as set forth in the preceding sentence)

as shall be necessary in the reasonable opinion of the Lessor to
maintain the Lessor's after-tax rate of return and total net after-
tax cash flows (computed on the same assumptions as utilized by

‘the Lessor in orviginally evaluating this transaction) in respect

of such Unit hercunder and under the Lease at at least the same level
that would have been available if such Loss had not occurred (taking
into considération any- interest, penalty or addition to tax in-
curred by the Lessor in connection with such Loss).

Anything in the preceding paragraph to the contrary
notwithstanding, the Lessee shall not be required to make any
payment to the Lessor provided for therein 'in respect of a Loss
if the Lessor shall have suffered such Loss with respect to all
or part of any Unit (a) as a direct result of the failure of
the Lessor to claim in a timely manner the Investment Credit
or ADR Deduction (unless such the Lessor shall have received
an opinion of its tax counsel to the effect that it is not en-
titled to make such claim), or (b) solely as a direct result of
the occurrence of any of the following events:

(i) a Casualty Occurrence with respect to such
Unit, if the Lessee shall have paid to the Lessor the
amounts stipulated under Sect ion 7 of the Lease;

(ii) a voluntary transfer or other voluntary
disposition by the Lessor of any interest in such

Unit unless, in cach case, an Event of Default shall
have occurred and be continuing,; or

(1ii1) the failure of the Lessor to have sufficient
income to benefit from the Lnvestment Credit or ADR Deduction.

In the event and to the extent that any amount in re-
spect of any replacement, improvement and/or addition to any
Unit or any expenditure by the Lessce in respect of any Unit or
the Lease (hereinafter called Additional Ixpenditures)
made by the Lessee, under and pursuant to the terms of the
Lease or otherwise, is required to be included in the gross in-
come of the Lessor for Federal, state or local income tax purposes
at any time prior to the time such Unit is disposed of in a tax-
able transaction, then the Lessee hereby agrees that it will pay
to the Lessor on cach of the dates provided in the Lease for
payment of the installments of rental thereunder in respect of such
Unit commencing with the first such date following the date on which
such inclusion is required, such suiis which, when taken together
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°ki4wah the rental installments due on

. respect of such Unit, will, in the rcasonable opinion of the
Lessor, maintain the Lessor's after-tax rate of return and total
net after-tax cash flows (computed on the same assumptions as
utilized by the Lessor in originally evaluating this transaction)
in respect of such Unit hereunder and under the Leasc at at least
. the same level that would have been availahle if no such inclusion
had been required (taking into consideration any .dnterest, penalty

¥
or addition to tax incurred by the Lessor as a result of such
inclusion).

such dates under the lease in

)

In the event the rental rates shall be adjusted as
hereinbefore provided, the Casualty Values set fOTtl in Section
7 hereof shall be adjusted accordingly.

The Lessee's and the Lessor's agreements to pay ”
any sums which may become payable pursuant to this Section 16
shall survive the expiration or other termination of this Lease.

_ Section 17. “Interest on Overdue Rentals. Anything
to the contrary herein contained notw1thftlnalng, any nonpayment of
rentals and other obligations due hercunder shall result in

the obligation on the part of the Lessee promptly to pay, to

the extent legally enforceable, an amount equal to 3% over

the best commercial loan rate on 90 day loans to. responsible

and substantial borrowers as in -effcct from time to time at

Wells Fargo Bank, National Association, San Francisco, :
California of the overdue rentals and other obligations for

the period of time during which they are overdue or such lesser
amount as may be legally enforceable

Soctlon I8, Notices. Any notice required or pefmitted
to be given by either party hereto to the other shall be

deemed to have heen given when mailed, i1zst class, postage
prepaid, addressed as follows:

(a) 1if to the Lessor, at 3155 West Big'Beaver Road,
Troy, Michigan 48084, Attention of the President,

(b) if to the Lessee, at 616 Palisade Avenue,
Englewood Cliffs, New Jersey 07632, Attention of the
President,

or addressed to cither party

at such other address as such
party shall hereafter

furnish to the other party in writing.

.Section 1%. Secverability; [ffect and Modification of
Any provision ol this Lcase which 1s prﬁhlblted or
uncnforceable in any jurisdiction, shall he, as to such jur-
isdiction, inecffective to the extent of such prohibition or
unenforceability without invalidating the remaining provi-
sions hereof, and any such prohibition or unenforceability in -

any 3ur1%d1ct10n shall not invalidate or render unenfcrceable
such pr0v1q1on in any other jurisdiction.

Leasce.
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- L (CoxpoYate Seal) .

S ATEESEE

- (Corporate Seal)

o This Lease exclusively and completely states the
rights of the Lessor and the Lessee with respect to the leasing
of the Units and supersedes all other agrecements, oral or
written, with respect thereto., No variation or modification

of this Lease and no waiver of any of its provisions or con-
ditions shall bhe valid unless

in writing and signed by duly
authorized signatories for the Lessor and the Lessee.

Section 0. Ixecution. This Lease may be executed in
several counterparts, such codﬁ?erpartS’together constituting
but one and the same instrument, but the counterpart deliv-
cred to the Lessor shall be deemed to he the original and all
other counterparts shall be deemed duplicates thereof.
Although for convenience this Lease is dated as of the date
first sct forth above, the actual date or dates of executjion
hercof by the parties hercto is or are, respectively, the date
or dates stated in the acknowledgments hereto ‘annexed.

~Seetion Z1. Law Governing. The terms of this Lease
and all rights and obligations hercounder shall be governed by
the laws of the State of California; provided, however,

that the parties shall bhe entitled to all rights conferred

by Scction 20c of the Interstate Commerce Act.

IN WITNESS WHEREOF, the parties hereto have executed

or caused this instrument to be executed as of the date first
above written.

. BUDD FINANCIAL CORPORATION
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REX RAILWAYS, INC.
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_ .~ Assiftaait Secretary™
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State of Michigan
County of Oakland ss.:

On the 28th day of February 1979, before me personally
came G. C. Reynolds ‘ to me known, who, being
by me duly sworn, did depose and say that he resides at 3155 W.Big Beaver;
Troy, Michigan ; that he 1is the Vice-Pres./Treasurer of Budd Financial
Corporation, the corporation described in and which executed the
above Lease of Railroad Equipment; that he knows the corporate
seal of said corporation; that the seal affixed to said Lease
of Railroad Equipment is such corporate seal; that it was
so affixed by authority of the Board of Directors of said
corporation; and that he signed his name thereto by like
authority. :

\ : . [}

7 7 ‘\:". 4 Pl
Z - o /' _
*® " s 00 ’/&':”QL‘{Z - ""{(( c“ ;(:"(:’;4 .". ‘ . ey

,f tary Public (Actmg in Ofﬂdand L,ounty)

MAR"I’ E 0 (_Htj‘\[ . ./‘—,4‘
Notary Public, M: -
My Comnissior

-

li'qunm Sept. g, 1808



_ 7 /:5?
State of At ’
County of,f» § g SS.:
Y
g .
On the/zwwA gay of February 1979, before me personally
came ﬁwwmmvmv'/wa ’ ~to me known, who, beipg | X

#{,pr /%yﬂ ; that he is the e T of Rex Rallways,
Inc. th@fcorporatlon described #i and which executed the

above Lease of Railroad Equipment; that he knows the corporate
seal of said corporation; that the seal affixed to said Lease
of Railroad Equipment is such corporate seal; that it was

so affixed by authority of the Board of Directors of said

corporation; and that he signed his name thereto by like
authority.

by me dulyfsworn, did depose andffé ’that he resides atﬂw&UﬂW&Wrﬁu
i

Py, <7

1@”"““ E
/ o e

D

i RUBIN SCHERTZ
NOTARY PUBLIC OF NEW JERSEY
My Commission Expires May 4, 1382

BN



Type

XM Box Cars

SCHEDULE A TO LEASE

Dated February 28, 1979

Estimated Pur-
chase Price

Quantity per unit Manufacturer
25 $39,085 FMC Corporation

Road Numbers

- (Both Inclusive)

CvV600100 thru
CVe600124



S  SCHEDULE B

CASUALTY VALUE

The Casualty Value
as a Percentage of

" Rental Purchase Price for Each
Payment Number: ’ Unit of Equipment is:
Interin 104.264
5 104.099
i’ 104.255
4 104.407
' 104,537
5 104.n70
b 104d,80Y
! 104,944
° : 105040
9 105,121
10 | 105,209
i1 105,277
12 : 109,342
;z ‘ . 105,402
: 105,443
19 ' . 105,480
Lb : 105,914
R ‘ 105,548
18 , - 108,557
19 . _ 105,574
20 105,541
o1 | 10S . 5AY
ee ' 105,593
°3 o : 109,574
ed : ' 105.560
25 {05,540
~h ‘ 106,517
27 105.a80°
2R 105,477
29 . : 105,439
30 4 105.519
31 : 105.53%4
S2 : ' 10S,5u2
53 ‘ 105,544
;q- 15,540
35 | 105.529
36 105,511
57 S a9, P24k
8 99,255
$9 99,218
40 .

99,17k



Rental
Payment Number

41
4o
43
4y
45
46
u7
48
aqa
S0
51
52
93
54
559"
86
57
58
59
61
61
b7
63
64
659
hb
61
hA
69
70
71
72
713
74
75
15
77
78
79
80
81
87
RZ
A4
85
86
87
83
89
90
91

The Casualty Value

as a Percentage of
Purchase Price for Each
Unit of Egquipment is:

99,124
99,070
G010
QR‘QU'[
08, HKy7
a8, 787
9H ., 700
QR . HDH
a9 .510
QR a0y
Q4,243
QR 179
ay 052
97,92%
w7y, 787
97 JAlUn
a7 .,197
Q7.2149
97.,18%
Q7. 0184
30,644
90, U487
90,284
90, 03¢
K9, Byn
9,496
K9 R
3,274
R, 054
A Ha2t
B8, 559
R, 3154
AR 115
R 866
R7.AH12
SBT3
H7.095
34 ,R134
B, 53¢
Rk.249
45,938
RS, 6K
BS.351
85,057
TR,.53R
TR 222
77,8098
77,867
17.233
76,8092
Th.HUY
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Rental
Payment Number

9z
973
94
95
96
Q7
g
9aq
1u0
101
102
103
104
105
106
107
108
109
110
111
112
115%
114
115
116
117
118
119
120
121
122
125
1ed
tes
126
127
128
129
139
1351
142
1534
131
135
13n
137
134
139

The Casualty Value

as a Percentage of
Purchase Price for Each
Unit of Equipment is:

76.1972
75,032
75.44%
7S.09R
T4,723
74,341
74,4957
73,547
73,1710
72.769
7TP7.3%451
71.94%
11.%27
ST1a100
70,6548
T0,744
RO ,.794
H9, 444
A8, H9Y
AR 003
AT7.380
AN
67 .0a3
Hb.557%
ChA 08
55,990
bS,NI%
i, 57
AL 102
HpI.941
s, 071
heohhil
heoO2R -
Ahl.501
XU Y
pO a2
R WA
549, 524
BR, 757
98,210
"37 .(\uh'
57.47¢
56,503
55,0929
59,549
Bwa,75%
50,154
53,555



Rental
Payment Number

140
141
142
144
144
145
146
147
148
149
159
18y
152
153
154
155
156
157
158
154
160
161
152
162
164
165
166
17
164
169
A
171
17¢
173
174
175
176
177
178
179
180

The Casualty Value

as a Percentage of
Purchase Price for FEach
Unit of Eguipment is:

50,8359
5. 441
51.721
S1.10k
50,1483
a9, 85
au, 224
an,539
7 .uny
grl.4n2
U4, k40
48,930
Us, 540
T .62
43,984
13,315
d2.n 34
41,9497
4y .2A1
a0 ,574
$9 . 874
39,175
§8 .47
AT .19
37 .0 3%
Ir.31)
315.577
1d,R50
2,114
$3, %54
32,6209
31.480
31.12°2
4003895
29.6800
28,824
2R ,.050
27.757
Ph.i7H
eH.hAa
.00
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Insurance Zowverage
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‘cy No. 3P
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Huterstate @nmmem @ummlsswn 1512479
' waﬁbingtum B.C, 20423 o

OFFICE OF THE sacns-raévt ' ( A N
Wmmlr 8. rmmm Jr. 4

‘Budd ﬂmmmmv .‘
,MM West Big Mwar ]immil
4 'Jﬁ;‘w;w' Miu xiwm &wm

; : ' AL
. v ' AN R c
AN \ [ 4,

Dear M M

Tﬁg enclosed docurnent(s) was recorded pursuant to the provi-

sions of Section 11303 of the in'terstate Commerce Act, 49 US C

U303 o0 3/2f79. | (e 3y4gpy - and essigned re-

cordétion numbz_e‘r(s') .10 331

w - s I . . " o
. ‘.‘:_f;‘{ o RS Sing /ely yours,
A
,."‘ j'!:,ﬂ.-g/""”"'m‘
i G. Hom

Secretary

- Enclosure(s)

SE-30
(3/79



