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Aeting Secretary -

Interstate Commerce Commissioni0V 96 197851 Qo A

Washington, D.C. 20423 - ST
, INTERSTATE COMIMERCE COMMISSION

Dear Sir:

Enclosed for filing and recordation pursuant to
Section 20c of the Interstate Commerce Act are the follow-
ing documents relating to the railroad equipment described
and marked in accordance with Schedule I attached hereto:

(1) Eqguipment Trust Agreement dated as of
November 1, 1978 between Morgan Guaranty
Trust Company of New York, as Trustee, and
Brae Corporation.

(2) Lease Agreement dated as of March 29,
1978 between BRAE Corporation and Oregon,
Pacific & Eastern Railway Company (including

Riders No. 1, 2, and 3 and Eguipment Schedule -
No. 1).

The names and addresses of the parties to the
above transactions are as follows:

(1) Equipment Trust Agreement

(a) Trustee: Morgan Guaranty Trust
Company of New York
30 West Broadway
New York, New York 10015.

(b) Company: Brae Corporation
Three Embarcadero Center

San Francisco, California 94111.

(2) Lease Agreement
(a) Lessor: Brae Corporation

Three Embarcadero Center
San Francisco, California 94111.

THREE EMBARCADERO CENTER - SAN FRANCISCO, CALIFORNIA 94111 - (415) 956-8313

LN
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(b) Lessee: Oregon, Pacific & Eastern
Railway Company
P.0. Box 565
Cottage Grove, Oregon 97424.

(c) Assignee: Morgan Guaranty Trust
Company of New York
30 West Broadway
New York, New York 10015.

BRAE Corporation, the corporation which originally
executed the Lease Agreement, was merged into its wholly-
owned subsidiary, Brae Corporation (then known as BraeLease
Corporation), on September 27, 1978. Pursuant to such merger,
Brae Corporation assumed all of the rights and obligations
of BRAE Corporation. Accordingly, Brae Corporation, as the
successor to BRAE Corporation, is now party to the Lease
Agreement.

The Equipment Trust Agreement also functions as an
assignment to the Trustee of the Company's interest, as
Lessor, in the Lease Agreement. '

Also enclosed is cash in the amount of $100, the
prescribed fee for filing and recordation of the enclosed
documents.

Please file and record the enclosed documents and
cross-index them under the names of, (1) in the case of the
Equipment Trust Agreement, the Trustee and the Company (Brae
Corporation, BraeLease Corporation and BRAE Corporation) and
(2) in the case of the Lease Agreement, the Lessor (Brae
Corporation, BraeLease Corporation and BRAE Corporation),
the Lessee and the Assignee.

Return to the person presenting this letter, to-
gether with your letter confirming such filing and recorda-
tion and your fee receipt therefor, all counterparts of the
enclosed documents not required for filing.

Very truly yours,

ik T fot—

Assistant Secretary
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Quantity
100

Type

70-Ton Box
cars, AAR
Class XM

SCHEDULE I

Identifying Numbers
(Both Inclusive)

OPE 15101 -
OPE 15200

Markings
"Title to this Car

Subject to Documents

Recorded under
Section 20c of
Interstate Commerce

Act"
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EQUIPMENT TRUST AGREEMENT
by and between

MORGAN GUARANTY TRUST COMPANY
- OF NEW YORK,

Trustee,
and

BRAE CORPORATION

Dated as of November 1, 1978
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EQUIPMENT TRUST AGREEMENT dated as of November 1,
1978, by and between MORGAN GUARANTY TRUST COMPANY OF NEW
YORK, a corporation organized under the laws of the State of
New York (hereinafter called the "Trustee"), and BRAE CORPO-
RATION, a Delaware corporation (hereinafter called the "Com-
pany").

WHEREAS the Company has agreed to cause to be
sold, transferred and delivered to the Trustee the railroad
equipment described herein; and

WHEREAS title to such railroad equipment is to be
vested in and is to be retained by the Trustee and such
railroad equipment is to be leased to the Company hereunder;
and

WHEREAS Brae Corporation 11% Equipment Trust
Certificates, First 1978 Series (hereinafter called the
"Trust Certificates"), are to be issued and sold in an
aggregate principal amount not exceeding $38,000,000, and
the proceeds. of: such. sale. are. to-be deposited.in.trust with
the Trustee and are to constitute a fund to be known as BRAE
CORPORATION EQUIPMENT TRUST, First 1978 Series, to be
applied by the Trustee as provided herein; and

'

WHEREAS the Company has agreed to give and assign
to the Trustee, as security for the obligations of the Com-
pany hereunder, a security interest in all of the Company's
right, title and interest in and to the leases described in
Schedule A hereto and any and all leases hereinafter entered
into with respect to the Trust Equipment (as hereinafter
defined), including all rents, moneys and proceeds due or to
become due under such leases; and

WHEREAS the Company has also agreed to give and
assign to the Trustee, as security for the obligations of
the Company hereunder, a security interest in all of the
Company's right, title and interest in and to the main-
tenance contract described in Schedule B hereto;

WHEREAS the Company 1is entering into this Agree-
ment and endorsing its guaranty on the Trust Certificates as



)

an inducement to the purchase of the Trust Certificates by
the purchasers thereof; and

WHEREAS the text of the Trust Certificates and the
guaranty to be endorsed on the Trust Certificates by the
Company, are to be substantially in the following forms, re-
spectively:

[Form of Trust Certificate]

BRAE CORPORATION

11% Equipment Trust Certificate
First 1978 Series

Total Authorized Issue $38,000,000

MORGAN GUARANTY TRUST COMPANY
OF NEW YORK,

Trustee,

MORGAN GUARANY TRUST COMPANY OF NEW YORK, Trustee
(hereinafter called the "Trustee"), under an Equipment Trust
Agreement (hereinafter called the "Agreement") dated as of
November 1, 1978, by and between the Trustee and Brae Corpo-
ration, a Delaware corporation (hereinafter called the "Com-
pany"), certifies that

or registered assigns is entitled to an interest of

Dollars in Brae Corporation Equipment
Trust, First 1978 Series, due and payable on or before
October 31, 1994, in instalments as hereinafter provided,
and to interest on the amount of unpaid principal from time
to time due and owing pursuant to this Trust Certificate,
due and payable quarterly on January 31, April 30, July 31
or October 31 in each year commencing on the first January
31, April 30, July 31 or October 31 first occurring after
the date hereof, at the rate of 11% per annum from the date
.hereof until such principal amount becomes due and payable,
with interest on any overdue principal and interest, to the




extent legally enforceable, at the rate of 12% per annum.
Payments of principal and interest shall be made by the
Trustee to the registered holder hereof at the office of the
Trustee at 30 West Broadway, New York, New York 10015 (here-
inafter called the "Corporate Trust Office") in such coin or
currency of the United States of America as at the time of
payment, shall be legal tender for the payment of public and
private debts. Each of such payments shall be made only
from and out of rentals or other moneys received by the
Trustee and applicable to such payment under the provisions
of the Agreement. The original principal amount of this
Trust Certificate is due and payable in 60 consecutive
quarterly instalments, each such instalment in an amount
equal to the amount obtained by subtracting the interest due
hereon on such date from 3.422% of the original principal
amount hereof, on January 31, April 30, July 31 and October
31 in each year commencing January 31, 1980 and ending
October 31, 1994, both inclusive, except to the extent pre-
payments are applied as provided in the Agreement to the
prepayment of instalments (the final instalment being in
any event in an amount equal to the remaining principal
amount owing on this Trust Certificate). This Trust Certi-
ficate is subject to prepayment in whole or in part, in

certain- cases~with a-premiumyvinmother-cases-without-a~--

premium, as specified in the Agreement. Interest shall be
computed hereunder on the basis of a 360-day year of twelve
30-day months.

This Trust Certificate is one of an authorized
issue of Trust Certificates, in an aggregate principal
amount not exceeding $38,000,000 and issued or to be issued
under the Agreement, under which certain railroad equipment
leased to the Company (or cash or obligations defined in the
Agreement as "Investments" in lieu thereof, as provided in
the Agreement) is held by the Trustee in trust for the equal
and ratable benefit of the holders of the outstanding Trust
Certificates issued thereunder. Reference is made to the
Agreement (a copy of which is on file with the Trustee at
the Corporate Trust Office) for a more complete statement
of the terms and provisions thereof, to all of which the
registered holder hereof, by accepting this Trust Certifi-
cate, assents. The Trust Certificates are initially issu-
able as fully registered Trust Certificates in denominations
of $10,000 or greater. The several denominations of Trust
Certificates are interchangeable upon presentation thereof
for such purpose at the Corporate Trust Office, but only in
the manner, subject to the limitations, and upon payment of
the charges as provided in the Agreement.



The transfer of this Trust Certificate is regis-
trable in whole or in part by the registered holder hereof
in person or by duly authorized attorney on the books of the
Trustee upon surrender to the Trustee at the Corporate Trust
Office of this Trust Certificate accompanied by a written
instrument of transfer, duly executed by the registered
holder in person or by such attorney, in form satisfactory
to the Trustee, and thereupon a new Trust Certificate or
Certificates for the then unpaid aggregate principal amount
hereof will be issued to the transferee in exchange herefor
and, if less than the then entire unpaid principal amount
hereof is transferred, a Trust Certificate for the balance
thereof will be issued to the transferor. Prior to the due
presentment for registration of transfer, the Trustee and
the Company may deem and treat the person in whose name this
Trust Certificate is registered as the absolute owner hereof
for the purpose of receiving payment of principal and in-
terest and for all other purposes and shall not be affected
by any notice to the contrary.

In case of the happening of an Event of Default
(as defined in the Agreement) all instalments of principal
(and interest accrued thereon) represented by this Trust

Certificate mayrbecome-or be-declrared due~and-payable ~in the =~

manner and with the effect provided in the Agreement.

IN WITNESS WHEREOF, the Trustee has caused this
Trust Certificate to be signed by one of its Trust Officers,
by his signature or a facsimile thereof, and its corporate
seal or a facsimile thereof to be hereunto affixed or herein
imprinted and to be attested by one of its Assistant Secre-
taries by his signature.

Dated as of

MORGAN GUARANTY TRUST COMPANY
OF NEW YORK, as Trustee

By

Trust Officer
Attest:

Assistant Secretary

[SEAL]



GUARANTY

Brae Corporation for a valuable consideration,
hereby unconditionally guarantees to the registered holder
of the within Certificate the prompt payment when due of the
principal of said Certificate, and of the interest thereon
specified in said Certificate, with interest on any overdue
principal and interest, to the extent legally enforceable,
at the rate of 12% per annum, all in accordance with the
terms of said Certificate and the Equipment Trust Agreement
referred to therein.

BRAE CORPORATION

By

Vice President

NOTATION OF PREPAYMENTS*

By reason of payments having heretofore been ap-
plied to pay or prepay instalments, the within Certificate
in the principal amount of § was, as of '
19, payable in __ consecutive instalments, each such
instalment in an amount equal to the amount obtained by
subtracting the interest due hereon on such instalment

payment date from $ , on January 31, April 30,
July 31 and October 31 of each of the years 19 through
1994, commencing » 19___ and payable by a final
such instalment of § on Octobexr 31, 1994,

MORGAN GUARANTY TRUST COMPANY
OF NEW YORK, as Trustee

By

Trust Officer

* To be included only on Certificates issued upon exchange

or transfer.



FOR VALUE RECEIVED, the undersigned hereby sells,
assigns and transfers unto [please insert Social Security
or other identifying number of Assignee]

the within Brae Corporation 11% Equipment Trust Certificate,
First 1978 Series, and does hereby irrevocably constitute
and appoint attorney to transfer the
said Certificate on the books of the within named Trustee,
with full power of substitution in the premises.

Dated

PAYMENTS ON ACCOUNT OF PRINCIPAL
Amount of Authorized
Principal = Instalment Amount of - Signature-

Paid Maturity Prepayment of Trustee Date




WHEREAS it is desired to secure to the holders of
the Trust Certificates the payment of the principal thereof,
as hereinafter more particularly provided, with interest
thereon, as hereinafter provided, payable quarterly in
each year, and to evidence the rights of the holders of the
Trust Certificates in substantially the form hereinbefore
set forth:

NOW THEREFORE, in consideration of the mutual cov-
enants and promises herein contained, the parties hereto
hereby agree as follows:

ARTICLE ONE

Definitions

SECTION 1.01. DEFINITIONS. The following terms
(except as otherwise expressly provided or unless the con-
text otherwise requires) for all purposes of this Agreement
shall have the respective meanings hereinafter specified:

AFFILIATE of any corporation.shall mean.any..Person. .

which, directly or indirectly controls or is controlled by,
or is under common control with, such corporation. For the
purposes of this definition, "control" (including "con-
trolled by" and "under control with"), as used with respect
to any Person shall mean the possession, directly or in-
directly, of the power to direct or cause the direction of
the management and policies of such Person, whether through
the ownership of voting securities or by contract or other-
wise. For the purposes of this definition ownership of 5%
or more of the equity securities of any corporation (or
equity interests in any Person which is not a corporation)
shall be deemed to be sufficient to grant the power to
direct the management and policies of such corporation or
other Person.

CAPITALIZED LEASE shall mean any lease of real or
personal property under which the Company or any Restricted
Subsidiary is the lessee which has a term (including re-
newals at the option of the lessor) of more than three years
(excluding leases between the Company and any Restricted
Subsidiary or between Restricted Subsidiaries, and leases of
office space, automobiles or data processing and office
equipment).




CAPITALIZED LEASE RENTALS shall mean the aggregate
amount of fixed rentals payable or to .become payable by the
Company and its Restricted Subsidiaries with respect to all
Capitalized Leases, discounted to present value on the basis
of an interest factor equal to the weighted average lease
cost of all such Capitalized Leases. The "lease cost™ of a
Capitalized Lease shall mean (i) with respect to a lease of
new personal property, that interest factor which, when
applied to the aggregate amount of all fixed rentals payable
during the original term of such lease, will result in a
present value equal to the original invoiced cost of such
property to the lessor, including any sales taxes, delivery
costs and inspection fees; (ii) with respect to a lease of
used personal property, that interest factor which, when
applied as in the foregoing clause (i), will result in a
present value equal to the fair market value of such prop-
erty at the time it is leased under such lease; and (iii)
with respect to a lease of real property, the effective
interest rate at which obligations of the United States
Government of equal or near equal maturity to that of such
lease are trading at the time such property is leased under
such lease... .. ...

. COMPANY shall mean Brae Corporation, a Delaware
corporation. :

CONSOLIDATED BORROWING BASE shall mean the sum of
(a) Consolidated Shareholders' Equity and (b) Subordinated
Funded Debt.

CONSOLIDATED CURRENT DEBT shall mean the aggregate
of Current Debt of the Company and its Restricted Subsid-
iaries, determined on a consolidated basis after eliminating
all inter-company items and all other items which should be
eliminated in accordance with Generally Accepted Accounting
Principles.

CONSOLIDATED EARNINGS AVAILABLE FOR INTEREST COV-
ERAGE shall mean, as of the time of any determination there-
of, the sum of (a) Consolidated Net Earnings, (b) all taxes
included as expenses in computing Consolidated Net Earnings,
and (c) Consolidated Interest Expense, in each case for the
12 months' period next preceding the termination of the most
recent fiscal quarter of the Company prior to the date of
determination.




CONSOLIDATED FUNDED DEBT shall mean the aggregate
of Funded Debt of the Company and its Restricted Subsidiar-
ies, determined on a consolidated basis after eliminating
all inter-company items and all other items which should be

eliminated in accordance with Generally Accepted Accounting
Principles.

CONSOLIDATED INTEREST EXPENSE shall mean, as of
the time of any determination thereof, the sum of (a) the
aggregate interest charges (including amortization of Debt
discount) paid or accrued on all Consolidated Funded Debt
(except the portion of rental payments representing interest
charges on Capitalized Leases) and (b) one-third of the
aggregate rentals paid or accrued by the Company and its
Restricted Subsidiaries with respect to all leases of real
or personal property, in each case for the 12 months' period
next preceding the termination of the most recent fiscal
qguarter of the Company prior to the date of determination.

CONSOLIDATED NET EARNINGS shall have the meaning
assigned to it in Section 6.05(b).

CONSOLIDATED NET TANGIBLE ASSETS shall mean the
gross book: value of. theassets=ofzthe-Companyrandc-itsnRe=12 ===
stricted Subsidiaries (including leased property to which
Capitalized Lease Rentals are applicable, but excluding
intangible assets, unamortized Debt discount and expense,
goodwill, patents, trademarks, trade names, organization
expense, treasury stock, and other like intangibles), minus
(a) all reserves and deductions, including those for depre-
ciation, depletion, amortization, bad debt losses, deferred
taxes, and minority interests, and (b) all liabilities, all
determined on a consolidated basis in accordance with Gen-
erally Accepted Accounting Principles.

CONSOLIDATED SENIOR FUNDED DEBT shall mean the
aggregate of Senior Funded Debt of the Company and its
Restricted Subsidiaries, determined on a consolidated basis
after eliminating all inter-company items and all other
items which should be eliminated in accordance with Gen-
erally Accepted Accounting Principles.

CONSOLIDATED SHAREHOLDERS' EQUITY shall mean the
sum of (i) the par value (or value stated on the books of
- 'the Company) of the issued capital stock of all classes of
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the Company, plus (or minus in the case of a surplus defi-
cit) (ii) the amount of the consolidated surplus, whether
capital or earned, of the Company and its Restricted Subsid-
iaries, less the aggregate amount of any investments in, or
loans or advances to, any Subsidiary which is not a Re=~-
stricted Subsidiary or any Persons in which the Company or
its Restricted Subsidiaries do not have a majority ownership
interest or of which the Company or a Restricted Subsidiary
is not the sole general partner.

CONSOLIDATED WORKING CAPITAL shall mean the excess
of consolidated current assets over consolidated current
liabilities of the Company and its Restricted Subsidiaries,
both determined in accordance with Generally Accepted
Accounting Principles, provided that there shall not be
included in current assets (i) any loans (other than Invest-
ments) or advances made by the Company or any Restricted
Subsidiary except travel and other like advances to officers
and employees in the ordinary course of business, nor (ii)
any assets located outside (including any amounts payable by
Persons located outside) the United States of America and
Canada.

CORPORATE TRUST OFFICE shall mean the principal
office of the Trustee in the State of New York, The City
of New York, at which the corporate trust business of the
Trustee shall, at the time in question, be administered
which office is, on the date of execution of this Agreement,
located at 30 West Broadway, New York, New York 10015.

COST, when used with respect to the Equipment not
built by the Company or any Affiliate of the Company, shall
mean the actual cost thereof to the Company or such Affili-
ate, and, in respect of Equipment built by the Company or
any such Affiliate, shall mean so-called "car builder's
cost" including direct cost of labor and material and over-
head (including, without limitation, inspection and delivery
charges and sales taxes), but excluding any manufacturing
profit.

CURRENT DEBT -- See Funded Debt.

DEBT -- See Funded Debt.
DEFAULT -- See Event of Default.
DEPOSITED CASH shall mean the aggregate of (a) the

proceeds from the sale of the Trust Certificates deposited
with the Trustee pursuant to Section 2.01 hereof and, when
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required or indicated by the context, any Investments pur-
chased by the use of such proceeds pursuant to the provi-
sions of Section 8.04, and (b) any sums restored to Depos-
ited Cash from rentals pursuant to Section 4.04(1) and on
deposit with the Trustee.

EQUIPMENT shall mean standard-gauge railroad
freight cars of the types listed on Schedule A hereto which
were placed in service on or after October 1, 1978,

EVENT OF DEFAULT shall mean any event specified in
Section 5.01 to be an event of default, provided that there
has been satisfied any requirement in connection with such
Event of Default for the giving of notice, or the lapse of
time, or the happening of any further condition, event or
act and DEFAULT shall mean any of such events, whether or
not such requirement has been satisfied.

FUNDED DEBT shall mean any obligation payable
more than one year from the date of any determination
thereof which under Generally Accepted Accounting Principles
is shown on the balance sheet as a 1liability, (excluding
reserves for deferred income taxes and other reserves to the
extent that such reserves do not constitute an obligation),
plus (without duplication) (a) all guarantees or endorse-
ments, direct or indirect, of any Debt or obligations of
others including obligations described in Section 6.05(3)
(except endorsements of negotiable instruments for collec-
tion in the ordinary course of business and indemnities not
substantially equivalent to a guarantee of borrowed money
which are given in the ordinary course of business), and (b)
Capitalized Lease Rentals. CURRENT DEBT shall mean any
obligation for borrowed money (and any notes payable and
drafts accepted representing extensions of credit whether or
not representing obligations for borrowed money) payable on
demand or within a period of one year from the date of any
determination thereof; provided that any obligation shall be
treated as Funded Debt, regardless of its term, if such
obligation is renewable pursuant to the terms thereof or of
a revolving credit or similar agreement effective for more
than one year after the date of such determination or out of
the proceeds of a similar obligation pursuant to the terms
of such original obligation or of any agreement related to
such original obligation. Any obligation secured by a Lien
on, or payable out of the proceeds of production from,
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property of the Company or any Restricted Subsidiary shall
be deemed to be Funded or Current Debt, as the case may be,
of the Company or such Restricted Subsidiary even though
such obligation shall not be assumed by the Company or cuch
Restricted Subsidiary but in the event that such obligation
is a non-recourse obligation of the Company or any Re-
stricted Subsidiary incurred in eonnection with an equity
investment made by the Company or any Restricted Subsidiary
as an integral part of a leveraged lease financing of trans-
portation equipment and such Lien shall not encumber any
property of the Company or any Restricted Subsidiary other
than such transportation equipment, the amount of Debt at-
tributable to the Company shall be determined in accordance
with Generally Accepted Accounting Principles. DEBT shall
mean Funded Debt or Current Debt, as the case may be.

GENERALLY ACCEPTED ACCOUNTING PRINCIPLES shall
mean generally accepted accounting principles in effect at
the time of any computation hereunder where the character or
amount of any asset or liability or item of income or ex-
pense is required to be determined or any consolidation or
other accounting computation is required to be made.

HOLDER, when used with respect to Trust Certifi-
cates, shall include the plural as well as the singular
number and shall mean the Person in whose name such Trust
Certificate is registered.

INVESTMENTS shall mean (i) certificates of deposit
of commercial banks or trust companies incorporated under
the laws of the United States of America or any state ther-
of having capital and surplus aggregating not less than
$50,000,000, (ii) open market commercial paper rated
"Prime-~1" or better by Moody's Investors Service, Inc., or
rated "A-1" or better by Standard & Poor's Corporation (or a
comparable rating by any successor to either of their busi-
nesses), (iii) bonds, notes or other direct obligations of
the United States of America or obligations for which the
full faith and credit of the United States of America are
pledged to provide for the payment of the interest and prin-
cipal, in each case maturing within one year after the date
of investment therein and (iv) purchases from any commercial
bank or trust company referred to in clause (i) above of
direct obligations of the United States of America or
obligations for which the full faith and credit of the
United States of America are pledged to provide for the
payment of the interest and principal of any maturity,
pursuant to repurchase agreements obligating such bank or
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trust company to repurchase any such obligation not later
than 90 days after the purchase of any such obligations.

LIEN shall mean any mortgage, pledge, security
interest, emcumbrance, lien or charge of any kind (including
any agreement to give any of the foregoing, any conditional
sale or other title retention agreement, any lease in the
nature thereof, and the filing of or agreement to give any
financing statement under the Uniform Commercial Code of any
jurisdiction).

OFFICER'S CERTIFICATE shall mean a certificate
signed by the President or a Vice President of the Company.

OPINION OF COUNSEL shall mean an opinion in writ-
ing signed by legal counsel satisfactory to the Trustee and
who may be counsel for the Company or an employee of the
Company. The acceptance by the Trustee of, together with
its action on, an Opinion of Counsel shall be sufficient
evidence that such counsel is satisfactory to the Trustee.

ORIGINAL PURCHASERS shall mean The Prudential

Insurance Company:-of: America= and. Aetna-Life Insurance. -. .-

Company and any Affiliates thereof.

OWNER shall mean the manufacturer or the Company
or other Person transferring title to any of the Equipment
to the Trustee.

PERSON shall mean and include an individual, a
partnership, a joint venture, a corporation, a trust, an
unincorporated organization and a government or any depart-
ment or agency thereof.

PREFERRED STOCK shall mean the 1,000 shares of the
Company's 9 1/4% Senior Cumulative Preferred Stock and the
500 shares of the Company's 9 1/4% Junior Cumulative Con-
vertible Preferred Stock outstanding on the date of this
Agreement.

PURCHASE MONEY DEBT shall mean any Debt of any
Restricted Subsidiary secured by any Lien permitted by
clauses (v) or (vi) or (vii) of Section 6.05(c) to be
created, assumed or suffered to exist by such Restricted
Subsidiary.

REQUEST shall mean a written request for the ac-
tion therein specified, delivered to the Trustee, dated not
more than ten days prior to the date of delivery to the
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Trustee and signed on behalf of the Company by the President
or a Vice President of the Company.

RESTRICTED SUBSIDIARY shall mean any Subsidiary
100% of the stock of every class of which, except directors'
qualifying shares, shall be owned by the Company either
directly or through other Restricted Subsidiaries, and
which has been designated by the Board of Directors or an
Executive Committee of the Board of Directors as a Re-
stricted Subsidiary. The Company shall not designate any
Restricted Subsidiary as an Unrestricted Subsidiary unless
after giving effect to such designation (i) such Subsidiary
shall not own any capital stock or Debt of any other Re-
stricted Subsidiary, (ii) there shall exist no Event of De-
fault or Default, and (iii) the net tangible assets of such
Subsidiary (computed in the same manner as Consolidated
Net Tangible Assets) shall not constitute 10% or more of
Consolidated Net Tangible Assets and such Subsidiary shall
not have contributed 10% or more of Consolidated Net Earn-
ings in any of the last three fiscal years prior to such
designation.

SENIOR_EUNDED.DEBT..shall .mean. all..Funded.Debt.of .. __ .
the Company or any Restricted Subsidiary except Funded Debt
which is Subordinated Funded Debt.

SUBORDINATED FUNDED DEBT shall mean Funded Debt
of the Company evidenced by promissory notes containing
provisions with respect to subordination substantially as
follows:

"The Company covenants and agrees, and the
holder of this Note by his acceptance hereof
likewise covenants and agrees as follows:

"(a) the principal of and inter-
est on this Note are and shall be sub-
ordinated in right of payment in all
respects to the 11% Equipment Trust
Certificates of the Company due Octo-
ber 31, 1994 in the original aggre-
gate principal amount of $38,000,000,
issued pursuant to the Equipment Trust
Agreement between MORGAN GUARANTY
TRUST COMPANY OF NEW YORK, as Trustee,
and the Company dated as of November
1, 1978 and all other Senior Funded
Debt (as defined in such Equipment



Trust Agreement); such Equipment Trust
Certificates and all such other Senior
Funded Debt of the Company are herein
collectively called 'Senior Debt',

"(b) without limiting the next
preceding subparagraph, (i) no payment
on account of principal of, or inter-
est on, this Note shall be made if at
the time of such payment an Event of
Default or Default (as defined in the
Equipment Trust Agreement referred to
in paragraph (a) above) exists, or if
immediately after giving effect to
such payment an event of default or
default would exist, under the provi-
sions of any Senior Debt or any agree-
ment under which Senior Debt is then
outstanding, and (ii) in the event of
any insolvency or bankruptcy proceed-
ings, and any receivership, liquida-
tion, reorganization or other similar
proceedings in connection therewith,
relative to the Company or its prop-
erty, and in the event of any proceed-
ings for voluntary liquidation, disso-
lution or other winding up of the Com-
pany, whether or not involving insol-
vency or bankruptcy proceedings, then
all principal of, and premium, if any,
and interest on, the Senior Debt shall
first be paid in full before any pay-
ment on account of principal or inter-
est is made upon this Note, and in any
such proceedings any payment or dis-
tribution of any kind or character,
whether in cash, securities or other
property, to which the holder of this
Note would be entitled if this Note
were not subordinated to the Senior
Debt shall be paid by the liquidating
trustee or agent or other person mak-
ing such payment or distribution, or
by the holder of this Note if received
by such holder, directly to the hold-
ere of the Senior Debt to the extent
necessary to make payment in full of
the Senior Debt remaining unpaid,
after giving effect to any concurrent

15



payment or distribution to or for the
holders of the Senior Debt; subject
to the prior payment in full of the
Senior Debt, the holder of this Note
shall be subrogated to the rights of
the holders of the Senior Debt to
receive payments or distributions of
cash, property or securities of the
Company applicable to the Senior Debt
until the principal of, and interest
on, this Note shall be paid in full,
and no such payments or distributions
to the holder of this Note of cash,
property or securities otherwise dis-
tributable in respect of the Senior
Debt shall, as between the Company,
its creditors other than the holders
of the Senior Debt, and the holder of
this Note, be deemed to be a payment
by the Company on account of this
Note,

"(c) in the event that the holder
of this Note shall receive any payment
on this Note which such holder is not
entitled to receive under the provi-
sions of the foregoing subparagraph
(b), it will hold any amount so
received in trust for the holders of
Senior Debt and will forthwith turn
over such payment to the holders of
Senior Debt in the form received to be
applied to the Senior Debt,

"(d) the holders of Senior Debt
may, at any time and from time to
time, without the consent of or notice
to the holder of this Note, without
incurring responsibility to the holder
of this Note and without impairing or
releasing the obligations of the
holder of this Note hereunder to the
holders of Senior Debt: (i) change
the manner, place or terms of payment
or change or extend the time of pay-
ment of, or renew or alter any of
the Senior Debt (including any change
in the rate of interest thereon), or
amend in any manner any agreement

16
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under which Senior Debt is outstand-
ing; (ii) sell, exchange, release or
otherwise deal with any property by
whomsoever at any time pledged or
mortgaged to secure, or howsoever
securing, any of the Senior Debt;
(iii) release anyone liable in any
manner for the collection of the
Senior Debt; (iv) exercise or refrain
from exercising any rights against the
Company and others; and (v) apply any
sums by whomsoever paid or howsoever
realized to the Senior Debt, and

"(e) the foregoing provisions
regarding subordination are and are
intended solely for the purpose of
defining the relative rights of the
holders of the Senior Debt on the one
hand and the holder of this Note on
the other hand; nothing contained in
this Note is intended .to._or shall
impair, as between the Company and the
holder of this Note, the obligation of
the Company, which is unconditional
and absolute, to pay to the holder of
this Note the principal of, premium,
if any, and interest on, this Note as
and when the same shall become due in
accordance with its terms, subject,
however, to the rights under the
foregoing subparagraphs of the holders
of the Senior Debt."

SUBSIDIARY shall mean any corporation organized
under the laws of any State of the United States of America,
the Dominion of Canada, or any Province of Canada, which
conducts the major portion of its business in the United
States of America or Canada or both, and 100% of the stock
of every class of which, except directors' qualifying
shares, shall be owned by the Company either directly or
through Subsidiaries.

TRUST CERTIFICATES shall mean Brae Corporation 11%
Equipment Trust Certificates, First 1978 Series, together
with the guaranty of the Company, endorsed thereon, issued
hereunder.

TRUST EQUIPMENT shall mean all Equipment at any
time subject to the terms of this Agreement.
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TRUSTEE shall mean MORGAN GUARANTY TRUST COMPANY
OF NEW YORK and, subject to the provisions of Article Eight,
any successor as trustee hereunder.

UNRESTRICTED SUBSIDIARY shall mean any Subsidiary
that is not designated as a Restricted Subsidiary. The Com-
pany shall not designate any Unrestricted Subsidiary as a
Restricted Subsidiary unless after giving effect to such
designation (i) the Company and its Restricted Subsidiaries
shall be able to incur at least One Dollar of additional
Consolidated Senior Funded Debt in compliance with the
provisions of Section 6.05(d), and (ii) there shall exist no
Event of Default or Default.

WRITTEN DIRECTION shall mean a direction or state-
ment in writing by each of the Original Purchasers which is
a holder of Trust Certificates, signed by a Vice President
of each of the Original Purchasers and addressed to the
Trustee with a copy to the Company. Any provision of this
Agreement requiring or authorizing a Written Direction prior
to the taking of any action by the Trustee or the Company
shall not be applicable if, at the time thereof, neither of
the Original Purchasers is a holder of Trust Certificates.
In that event, such action may be” taken by the Trustee-or
the Company, as the case may be, without reference to the
requirement of such Written Direction, and no other direc-
tion or authorization shall be required from any other
holder of Trust Certificates unless otherwise specifically
required pursuant to this Agreement.

The words HEREIN, HEREOF, HEREBY, HERETO, HERE-
UNDER and words of similar import refer to this Agreement as
a whole and not to any particular Article, Section, para-
graph or subdivision hereof.

ARTICLE TWO

Trust Certificates and Issuance Thereof

SECTION 2.01.. ISSUANCE OF TRUST CERTIFICATES. An
amount equal to the proceeds of the sale of any of the Trust
Certificates, but not less than the aggregate principal
amount thereof, shall, forthwith upon the issuance thereof,
be deposited in cash with the Trustee by or on behalf of the
Company. The amount of such proceeds shall be specified in
an Officer's Certificate delivered to the Trustee concur-
rently with such deposit.
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Thereupon, the Trustee shall from time to time
issue and deliver Trust Certificates in such aggregate prin-
cipal amount as the Company shall direct by Request.

Subject to the provisions of Sections 2.06 and
2.07 of this Agreement, the aggregate principal amount of
Trust Certificates which shall be executed and delivered by
the Trustee under this Section shall not exceed the sum of
$38,000,000, and the aggregate principal amount represented
by all the Trust Certificates shall be payable as herein-
after set forth.

SECTION 2.02. INTERESTS REPRESENTED BY TRUST CER-
TIFICATES; INTEREST; MATURITY. Each of the Trust Certifi-
cates shall represent an interest in the amount therein
specified in the trust created hereunder. The principal
amount of each Trust Certificate originally issued hereunder
will be payable in 60 consecutive quarterly instalments,
each such quarterly instalment being in an amount obtained
by subtracting the interest due thereon on such date from
3.422% of the original principal amount thereof, on January
31, April 30, July 31 and October 31 of each year commencing
January 31, 1980 and ending October 31, 1994, except to the
extent that prepayments are applied to the instalments as
provided in Section 2.03(d) (the final instalment being in
any event in an amount equal to the remaining principal
amount owing on such Trust Certificate). 1In the event that
any Trust Certificate originally issued hereunder is divided
into more than one Trust Certificate pursuant to Section
2.06, the original principal amount of such originally
issued Trust Certificate shall be proportionately divided
among such subsequently issued Trust Certificates and shall
be deemed to be the original principal amount of such sub-
sequently issued Trust Certificates. Similarly, upon the
division of any such subsequently issued Trust Certificate,
the proportion of the original principal amount of the Trust
Certificate originally issued hereunder which was alloted to
such subsequently issued Trust Certificate pursuant to the
next preceeding sentence shall likewise be proportionately
divided among the Trust Certificates issued in exchange
therefor and shall be deemed to be the original principal
amount of such Trust Certificates. Each Trust Certificate
will bear interest on the unpaid principal amount thereof,
payable on January 31, April 30, July 31 and October 31 of
each year, commencing on the January 31, April 30, July 31
or October 31 first occurring after the date of issue
thereof at the rate of 11% per annum, with interest payable
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in each case on any overdue principal and interest, to the
extent legally enforceable, at the rate of 12% per annum.
Interest on Trust Certificates shall be calculated on the
basis of a 360-day year of twelve 30-day months. The Trust
Certificates are issuable in any denomination equal to or
greater than $10,000.

The principal of and interest on the Trust Certi-
ficates shall be payable at the Corporate Trust Office in
such coin or currency of the United States of America as, at
the time of payment, shall be legal tender for the payment
of public and private debts, but only from and out of rent-
als or other moneys received by the Trustee and applicable
to such payment under the provisions hereof. Notwithstand-
ing the provisions of the preceding sentence of this para-
graph, in the case of payments of principal and interest to
be made on a Trust Certificate not then to be paid in full,
upon request of the holder of such Trust Certificate and
concurrence by the Company in such request and upon deposit
of an agreement of the holder of such Trust Certificate
obligating such holder, prior to any transfer or other
disposition thereof, to surrender the same to the Trustee
for notation thereon of the instalments of principal amount
represented thereby theretofore. paid in whole or .in .part,
the Trustee will mail its check on the date each such pay-
ment is due to such registered holder at his address shown
on the registry books maintained by the Trustee; provided,
however, that this paragraph shall not apply to the Original
Purchasers or their Affiliates, and the Trustee shall make
payments of principal and interest to the Original Pur-
chasers or their Affiliates by wire transfer of immediately
available funds (to the extent the Company makes such funds
available to the Trustee) to such Original Purchasers' bank
accounts, the numbers of which accounts shall be supplied to
the Trustee by the Company and are for the time being
.designated in the several purchase agreements relating to
the Trust Certificates.

SECTION 2.03. DPREPAYMENTS. (a) OPTIONAL PREPAY-
MENTS WITHOUT PREMIUM. (1) The Trust Certificates are
subject to prepayment, on an optional basis, in each case
without premium, as provided in Sections 4.06 and 4.08
hereof.

(2) The Trust Certificates are subject to prepay-
ment, at the option of the Company, without premium, on any
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date on which one of the instalment payments of principal is
to be made pursuant to the provisions of Section 2.02 1in
amounts not exceeding the amount of the instalment payment
of principal to be made on such date, such option to be
non-cumulative; provided, however, that the aggregate
principal amount of all Trust Certificates which may be
prepaid pursuant to this paragraph (2) shall not exceed 15%
of the aggregate original principal amount of the Trust
Certificates which are issued hereunder; provided further,
however, that if any prepayment is made on January 31, 1980
out of Deposited Cash the amount of such prepayment shall
not be included in determining the aggregate principal
amount of Trust Certificates which have been prepaid pur-
suant to this paragraph (2).

(b) OPTIONAL PREPAYMENTS WITH PREMIUM. The Trust
Certificates are subject to prepayment, at the option of the
Company, in whole or from time to time in part (in multiples
of $1,000), on any interest payment date at 111.00% of the
principal amount so prepaid if prepaid on or before November
1, 1983, and thereafter at the following applicable percent-
age of the principal amount so prepaid:

If prepaid during ~the~ 12 -months*period—ending on -

November 1,

Year Percentage Year Percentage
1984 110 1990 104
1985 109 1991 103
1986 108 1992 102
1987 107 1993 101
1988 106 1994 100
1989 105

; provided, however, that the Company may not make prepay-
ment of the Trust Certificates pursuant to this Section
2.03(b) unless (i) in the case of any such prepayment of the
Trust Certificates prior to November 1, 1988, such prepay-
ment is not being made as a part of a refunding or antici-
pated refunding operation, by the application, directly or
indirectly, of (1) borrowed funds either (a) having an
interest rate or an interest cost to the Company (computed
in accordance with accepted financial practice) of less than
11% per annum, or (b) evidenced by obligations having a
maturity date earlier than the maturity date of the Trust
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Certificates or a weighted average life shorter than the
remaining weighted average life of the Trust Certificates,
or (2) funds obtained from the issuance of preferred stock
either (a) having a dividend rate (expressed as a percentage
of original 1liquidation value and computed in accordance
with accepted financial practice) which, after being divided
by a fraction the numerator of which is the Consolidated Net
Income during the period commencing November 1, 1978, and
ending on the last day of the fiscal month next preceding
the date of issuance of such preferred stock and the denomi-
nator of which is such Consolidated Net Income before the
provision for income taxes for such period, is less than 11%
per annum or (b) having a £final mandatory redemption date
earlier than the maturity date of the Trust Certificates or
a weighted average life shorter than the remaining weighted
averade life of the Trust Certificates, (ii) such prepayment
will not reduce Consolidated Working Capital below an amount
which is considered adequate by the officers of the Company
for the safe conduct of the business of the Company and its
Subsidiaries without the necessity of creating additional
Funded or Current Debt or issuing additional preferred stock
to replace funds used to make such prepayment and (iii) the
Company shall have delivered to the Trustee an Officer's
Certificate to all such effects, at least 30 days prior
to the date of such prepayment.

(c) NOTICE OF PREPAYMENT. In case the Company
shall desire to prepay all or any part of the Trust Certifi-
cates, it shall give written notice of such prepayment to
the Trustee and to the holders of the Trust Certificates,
not less than 30 days prior to the prepayment date, specify-
ing such prepayment date, the principal amount of the Trust
Certificates to be prepaid on such date and the Section
pursuant to which such prepayment is to be made, whereupon
the principal amount of the Trust Certificates specified in
such notice, together with the premium, if any, herein
provided, shall become due and payable on the prepayment
date.

(d) APPLICATION OF PREPAYMENT. Each prepayment
under this Section 2.03 shall be applied to the prepayment
of the instalments of principal of the Trust Certificates so
that each instalment due and payable under each such Trust
Certificate after such prepayment shall be reduced in the
same proportion as the then outstanding principal amount of
such Trust Certificate shall have been reduced by such pre-
payment. All prepayments hereunder are to be made pro rata
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on each outstanding Trust Certificate. 1In the event of any
partial prepayment of the Trust Certificates, the Company
within 60 days after such prepayment shall prepare and
deliver to the Trustee and each of the holders of a Trust
Certificate a recomputed schedule of the principal and
interest payments to be made thereafter on the Trust Cer-
tificates.

(e) DEPOSIT OF FUNDS. In any case where notice
of prepayment shall have been given, the Company will on or
before the prepayment date deposit or cause to be deposited
with the Trustee an amount of cash sufficient to effect the
prepayment of the Trust Certificates specified in such
notice, or it may direct the Trustee to apply for such pur-
pose, to the extent that they are available, any monies held
by the Trustee which may be applied to the prepayment of
Trust Certificates pursuant to Sections 3.04, 4.06 and
4.08 hereof. The Trustee shall apply any funds deposited
pursuant to this Section 2.03(e) as provided in Section
2,03(4).

(£) TRANSFER OF TITLE. Upon any prepayment of
the Trust .Certificates pursuant _to.Sectians 2.03(a)._.ar
2.03(b) the Trustee shall execute and deliver a bill of sale
assigning and transferring to the transferee named by the
Company all the right, title and interest of the Trustee in
and to such units of Trust Equipment as are equal in aggre-
gate value to the amount of any such prepayment. For pur-
poses of this Section value shall be determined in the man-
ner provided in clause (i) of the last paragraph of Section
4.06. The Company shall select the lease or leases per-
mitted by Section 4.09 under which the units to be assigned
or transferred are then being leased. Subject to the next
preceding sentence, the units of Trust Equipment shall be
assigned and transferred to the extent possible in consecu-
tive order of the identification numbers required to be
placed on the units of Trust Equipment pursuant to Section
4,07, commencing with the identification number chosen by
the Trustee, which number shall be chosen in a manner, if
possible, to insure that the units as assigned and trans-
ferred are leased by the Company under only one of the
leases permitted by Section 4.09.

SECTION 2.04. FORMS OF TRUST CERTIFICATES AND

GUARANTY. The Trust Certificates and the guaranty to be en-
dorsed on the Trust Certificates by the Company as provided
in Section 6.01 shall be in substantially the forms herein-
before set forth.
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SECTION 2.05. EXECUTION BY TRUSTEE. The Trust
Certificates shall be signed in the name and on behalf of
the Trustee by the manual or facsimile signature of its
President or one of its Vice Presidents or one of its Trust
Officers and its corporate seal or a facsimile thereof shall
be affixed or imprinted thereon and attested by the manual
signature of one of its Assistant Secretaries. In case any
officer of the Trustee whose signature, whether facsimile or
not, shall appear on any of the Trust Certificates shall
cease to be such officer of the Trustee before such Trust
Certificates shall have been issued and delivered by the
Trustee or shall not have been acting in such capacity on
the date of such Trust Certificates, such Trust Certificates
shall be issued and delivered as though such person had
not ceased to be or had then been such officer of the
Trustee,

SECTION 2.06. CHARACTERISTICS OF TRUST CERTIFI-
CATES. (a) The Trust Certificates shall be registered, as
to both principal and interest, in the name of the holder;
shall be transferable in whole or in part and exchangeable
for Trust Certificates of other denominations of equal
aggregate outstanding principal amount and of the same
maturities; -upon presentation -and -surrender--thereof for -
registration of transfer or exchange at the Corporate Trust
Office, accompanied, in the case of transfer, by appropriate
instruments of assignment and transfer, duly executed by the
registered holder of the surrendered Trust Certificate or
Certificates or by a duly authorized attorney in form satis-
factory to the Trustee; shall, in connection with the ini-
tial issuance of Trust Certificates, be dated as of the date
of issue and shall, in connection with Trust Certificates
issued in exchange for or upon registration of transfer of
another Trust Certificate or Certicates, be dated as of the
date to which interest has been paid or shall, if no inter-
est has been paid thereon, be dated as of the date of ini-
tial issuance; and shall entitle the registered holder to
interest from the date thereof. The Trustee shall, if any
payment or prepayment shall theretofore have been made
pursuant to Section 2.03, endorse on each Trust Certificate
issued upon registration of transfer or exchange a notation
thereon as to the fact that the instalments of principal
thereon will be payable in instalments as set forth in such
notation. The several denominations of Trust Certificates
shall be interchangeable in authorized denominations at the
Corporate Trust Office.
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(b) Anything contained herein to the contrary not-
withstanding, prior to due presentment for registration of
transfer, the parties hereto may deem and treat the regis-
tered holder of any Trust Certificate as the absolute owner
of such Trust Certificate for all purposes and shall not be
affected by any notice to the contrary.

(c) The Trustee shall cause to be kept at the Cor-
porate Trust Office, books for the registration and regis-
tration of transfer of the Trust Certificates and, upon
presentation of the Trust Certificates for such purpose, the
Trustee shall register any transfer as hereinabove provided,
and under such reasonable regulations as it may prescribe.

(d) For any registration, registration of transfer
or exchange, the Trustee shall require payment by the Person
requesting same of a sum sufficient to reimburse it for any
governmental charge or other expense connected therewith.

(e) Each Trust Certificate delivered pursuant to
any provision of this Agreement in exchange for, or upon the
registration of transfer of the whole or any part, as the

case may- beyxof-one-or:-meresother Trust Certificates:shall. =z=:z-:

carry all the rights to principal and to interest accrued
and unpaid and to accrue, which were carried by the whole or
such part, as the case may be, of such one or more other
Trust Certificates, and, notwithstanding anything contained
in this Agreement, such Trust Certificate shall be so dated
that neither gain nor loss in interest or principal shall
result from such exchange, substitution or registration of
transfer.

(£) The Trustee shall not be required to issue,
transfer or exchange Trust Certificates for a period of ten
days next preceding any interest payment date.

SECTION 2.07. REPLACEMENT OF LOST TRUST CERTIFI-

CATES. In case any Trust Certificate shall become mutilated

or defaced or be lost, destroyed or stolen, then on the
terms herein set forth, and not otherwise, the Trustee shall
execute and deliver a new Trust Certificate of like tenor
and date, and bearing such identifying number or designation
as the Trustee may determine, in exchange and substitution
for, and upon cancellation of, the mutilated or defaced
Trust Certificate, or in lieu of and in substitution for the
same if lost, destroyed or stolen. The Company shall exe-
cute its guaranty on any Trust Certificate so delivered.
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The applicant for a new Trust Certificate pursuant to this
Section shall furnish to the Trustee and to the Company,
evidence to their satisfaction of the loss, destruction or
theft of such Trust Certificate alleged to have been lost,
destroyed or stolen and of the ownership and authenticity of
such mutilated, defaced, 1lost, destroyed or stolen Trust
Certificate, and also shall furnish such security or in-
demnity as may be required by the Trustee and by the Company
(provided that in the case of any of the Original Pur-
chasers, its unsecured agreement of indemnification shall be
deemed sufficient security or indemnity), and shall pay all
expenses and charges of such substitution or exchange. All
Trust Certificates are held and owned upon the express
condition that the foregoing provisions are exclusive in
respect of the replacement of mutilated, defaced, lost,
destroyed or stolen Trust Certificates and shall preclude
any and all other rights and remedies, any law or statute
now existing or hereafter enacted to the contrary notwith-
standing.

ARTICLE THREE

=~ . -Acquisition=ef+Prust Equipment:by=rc =
PTrustee; Deposited Cash

SECTION 3.01. ACQUISITION OF EQUIPMENT BY TRUS-
TEE. The Company shall sell or cause to be sold, assigned
and transferred to the Trustee, as trustee for the holders
of the Trust Certificates, the Equipment described in Sched-
ule A hereto, as supplemented; all of which the Company rep-
resents was new Equipment fit for its designated purpose
when first put into service, was first put into service not
earlier than October 1, 1978 and has an estimated useful
life beyond October 31, 1994. Such Equipment shall be
delivered to the Person or Persons designated by the Trustee
as its agent or agents to receive such delivery (who may in
the case of such Equipment be one or more of the officers or
agents of the Company) and the certificate of any such agent
or agents as to such delivery shall be conclusive evidence
of such delivery.

In the event that (a) the Company shall deem it
necessary or desirable to procure for the use of the Com-
pany, and to include in the trust hereby created, other
Equipment in lieu of any units of the Equipment -speeific-
-ad3y described in Schedule A hereto prior to the acceptance
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of such Equipment by the Trustee, (b) any unit of the Equip-
ment (hereinafter in this paragraph called the "“Casualty
Equipment") described in Schedule A hereto, as supplemented,
shall suffer a Casualty Occurrence, as defined in Section
4.08, before being accepted by the Trustee pursuant to this
Section and Section 3.03, or (c) it is necessary to include
in the trust hereby created additional Equipment in order to
utilize all of the Deposited Cash, the Company may, subject
to the receipt by the Trustee of a Written Direction con-
senting thereto, sell or cause to be sold to the Trustee
such other Equipment first put into service not earlier than
October 1, 1978, to be substituted under the trust, subject
to the provisions of Section 4.06; provided, however, that
receipt of such a Written Direction shall not be required if
(i) such other Egquipment (hereinafter in this paragraph
called the "Replacing Equipment") is being substituted or
added pursuant to clause (b) or clause (c¢) above and is of
the same type as any Equipment listed on Schedule A hereto
and, in the case of Equipment substituted pursuant to clause
{b) above, is in as good condition as such Egquipment was
immediately prior to such Casualty Occurrence, (ii) the
Replacing Equipment has been leased by the Company to any
lessee listed on Schedule A hereto (or a different lessee
who in the good faith opinion of the Company is as credit
worthy as the lessees listed on Schedule A hereto and will-
use such Equipment in a fashion so as to produce as much
rental income to the Company as the lessees listed on
Schedule A hereto), (iii) the lease of the Replacing Equip-
ment is on substantially the same terms as the lease of
the Casualty Equipment , in the case of Equipment substi-
tuted pursuant to clause (b) above, or any lease listed on
Schedule A hereto, in the case of Equipment added pursuant
to clause (c) above, and (iv) the Company shall have fur-
nished to the Trustee and Original Purchasers an Officer's
Certificate to the foregoing effects.

SECTION 3.02. PAYMENT OF DEPOSITED CASH. From
time to time, when and as any Equipment shall have been
accepted by the Trustee pursuant to Sections 3.01 and
3.03(a), the Trustee shall pay, upon Request, to the Company
against receipt therefor, or as it may direct only out of
Deposited Cash then held by the Trustee an amount not ex-
ceeding the sum of 80% of the Cost of such Egquipment, as
such Cost is specified in the Officer's Certificate furn-
ished to the Trustee pursuant to Section 3.03(b).

SECTION 3.03. SUPPORTING PAPERS. The Trustee
shall not pay out any Deposited Cash for the purchase of any
unit of Equipment unless and until it shall have received:




(a) a bill of sale covering such unit of
Equipment from the Owner to the Trustee, which
bill of sale shall specify such unit of Equip-
ment described therein by number or numbers and
shall contain a warranty or guaranty to the
Trustee that the title of such unit of Equipment
described therein is free from all Liens (except
as permitted by clauses (i), (ii) and (iii) of
Section 6.05(c), the rights of the Company under
this Agreement and any lease permitted by Sec-
tion 4.09), and the receipt of such bill of sale
by the Trustee shall constitute acceptance by
the Trustee hereunder of such unit of Equipment
as Trust Equipment;

(b) an Officer's Certificate, which shall
state (i) that such unit of Equipment is Equip-
ment as herein defined, has been marked 1in
accordance with Section 4.07 and was not put
into service prior to the date specified therein
and identifying the builder thereof, (ii) that
the Cost of such unit of Equipment is an amount
therein specified or is not less than an amount
therein specified and (iii) that such unit is
subject to one of the leases described.in._Sched-

ule A hereto, - as such Schedule- may,  subject to

approval thereof contained in a Written Direc-
tion if required, have been supplemented by the
Company;

(c) an invoice from the Owner of such unit
of Equipment having endorsed thereon a certifi-
cation by the Company as to the correctness of
the price stated therein; '

(d) an Opinion of Counsel for the Owner to
the effect that such bill of sale is valid and
effective, either alone or in connection with
any other instrument referred to in and accom-
panying such opinion, to vest in the Trustee
title to such unit of Equipment free from all
claims or Liens (except as permitted by clauses
(i), (ii) and (iii) of Section 6.05(c), the
rights of the Company under this Agreement and
any lease permitted by Section 4.09); and

(e) an Opinion of Counsel to the effect
that (i) this Agreement has been duly autho-
rized, executed and delivered by the Company,
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and constitutes the legal, valid and binding
obligation of the Company, (ii) the Trustee 1is
vested with all the right, title and interest of
the Company in and to all leases then in effect
and covering the Trust Equipment delivered on or
prior to the date of such opinion, (iii) this
Agreement and each lease referred to in (ii) has
been duly filed and recorded with the Interstate
Commerce Commission in accordance with Section
20¢c of the Interstate Commerce Act, (iv) Uniform
Commercial Code Financing Statements relating to
the assignment of the rights of the Company
under the leases referred to in (ii) and a
maintenance contract listed on Schedule B to
this Agreement have been duly filed and recorded
with the Secretary of State of the State of
California, and (v) no further filing, recorda-
tion or deposit is necessary (or will be neces-
sary in the future, except as stated in such
opinion) for the establishment and preservation
of the rights of the Trustee in and to such unit
of Equipment or any such lease or maintenance
contract in any state of the United States of
America or the District of Columbia.

SECTION 3.04. PREPAYMENTS FROM DEPOSITED CASH.
In the event that all of the Equipment described in Schedule
A hereto shall have been accepted by the Trustee pursuant
to Sections 3.01 and 3.03(a), payment shall have been made
therefor pursuant to Section 3.02 and there shall remain on
deposit with the Trustee a portion of the proceeds of the
sale of the Trust Certificates, the Trustee, upon Request,
shall apply on January 31, 1980 all or any part of such
remaining proceeds not exceeding the amount permitted then
to be prepaid by Section 2.03(a)(2) to the prepayment of the
instalments of principal of the Trust Certificates pursuant
to Section 2.03(a)(2) and as provided in Section 2.03(4d),
such prepayment to be made pro rata on each outstanding
Trust Certificate.

ARTICLE FOUR

Lease of Trust Equipment to the Company

SECTION 4.01. LEASE OF TRUST EQUIPMENT. The
Trustee does hereby let and lease to the Company all the
Trust Equipment for a period ending October 31, 1994.
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SECTION 4.02. EQUIPMENT AUTOMATICALLY SUBJECTED.
As and when any Equipment shall from time to time be ac~
cepted hereunder by the Trustee, the same shall, ipso facto
and without further instrument of lease or transfer, become
subject to all the terms and provisions hereof.

SECTION 4.03. ADDITIONAL AND SUBSTITUTED EQUIP-
MENT SUBJECT HERETO. 1In the event that the Company shall,
as provided in Sections 3.01 or 4.06, sell or transfer to
the Trustee other Equipment in addition to or in substitu-
tion for any of the Equipment herein specifically described
or subjected hereto, such other Equipment shall be included
as part of the Trust Equipment by supplement hereto to be
executed by the Trustee and the Company and to be recorded
with the Interstate Commerce Commission pursuant to the re-
quirements of Section 20c of the Interstate Commerce Act.
Such Equipment shall be subject to all the terms and condi-
tions hereof in all respects as though it had originally
been part of the Equipment herein specifically described.

SECTION 4.04. RENTAL PAYMENTS. The Company here-
. by accepts the lease of all the Trust Equipment; and the
Company unconditionally covenants and agrees to pay to the
Trustee at the Corporate Trust Office in the State of New
York in immediately available funds (or;- in-the case of -~ --
taxes, to the proper taxing authority), in such coin or cur-
rency of the United States of America as at the time of pay-
ment shall be legal tender for the payment of public and
private debts, rental hereunder which shall be sufficient to
pay and discharge the following items, when and as the same
shall become due and payable (whether or not any of such
items shall become due and payable prior to the acceptance
of and lease to the Company of any unit of the Trust Equip-
ment) :

(1)(a) the necessary and reasonable ex-
penses of the trust hereby created, including
compensation and expenses provided for herein,
and (b) an amount equal to any expenses incurred
or loss of principal (including interest accrued
thereupon at the time of purchase) in connection
with any purchase, sale or redemption by the
Trustee of Investments;

(2) any and all taxes, assessments and gov-
ernmental charges upon or on account of the
income or property of the trust, or upon or on
account of this Agreement, which the Trustee as
such may be required to pay (it being understood
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that taxes on fees earned by the Trustee under
this Agreement are not upon or on account of
this Agreement);

(3)(a) the amounts of the interest payable
on the Trust Certificates, when and as the same
shall become payable, and (b) interest at the
rate of 12% per annum from the due date, upon
the amount of any instalments of rental payable
under this and the following subparagraph which
shall not be paid when due, to the extent
legally enforceable; and

(4) the instalments of principal of all the
Trust Certificates each aggregating an amount
obtained by subtracting the interest due thereon
on such date from 3.422% of the original princi-
pal amount thereof quarterly (the final instal-
ment being in any event in an amount equal to
the remaining principal amount owing on the
Trust Certificates), except to the extent that
prepayments are applied to the instalments as
provided: sin.«Sectian: 2.0:3(d:).,c when andrassthez- -2
same shall become payable, whether upon the date
of maturity thereof or by declaration or other-
wise. :

Nothing contained herein or in the Trust Certifi-
cates shall be deemed to impose on the Trustee or on the
Company, except as provided in Section 4.04(2), any obliga-
tion to pay to the registered holder of any Trust Certifi-
cate any tax, assessment or governmental charge required by
any present or future law of the United States of America,
or of any state, county, municipality or other taxing
authority thereof, to be paid in behalf of, or withheld from
the amount payable to, the holder of any Trust Certificate.

The Company shall not be required to pay any tax,
assessment or governmental charge so long as it shall in
good faith and by appropriate legal proceedings contest the
validity thereof, provided that, the Trustee shall have
received an Opinion of Counsel to the effect that the rights
or interests of the Trustee or of the holders of the Trust
Certificates will not be materially endangered thereby.

SECTION 4.05. TERMINATION OF TRUST AND LEASE.
After all payments due or to become due from the Company
hereunder shall have been completed and fully made to and
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received by the Trustee or the appropriate taxing authority
(1) such payments shall be deemed to represent payment of
the full purchase price for the Company's purchase at such
time of the Trust Equipment from the Trustee, (2) any moneys
remaining in the hands of the Trustee after providing for
all outstanding Trust Certificates and after paying the
expenses of the Trustee, including its reasonable compensa-
tion, shall be paid to the Company, (3) title to all the
Trust Equipment shall vest in the Company and (4) the
Trustee shall execute for recording in public offices, at
the expense of the Company, such instrument or instruments
in writing as reasonably shall be requested by the Company
in order to make clear upon public records the Company's
title to all the Trust Equipment under the laws of any
jurisdiction; provided, however, that until that time
title to the Trust Equipment shall not pass to or vest in
the Company, but title to and ownership of all the Trust
Equipment shall be and remain in the Trustee, notwithstand-
ing the delivery of the Trust Equipment to and the posses-
sion and use thereof by the Company pursuant to the terms of
this Agreement.

SECTION 4.0%% " SUBSTITUTION AND REPLACEMENT TUF < ~7

TRUST EQUIPMENT. Upon Request, the Trustee shall, at any
time and from time to time, execute and deliver a bill of
sale assigning and transferring to the transferee named by
the Company all the right, title and interest of the Trustee
in and to any or all of the units of Trust Equipment; pro-
vided, however, that prior to executing any such bill of
sale (a) there shall be paid to the Trustee cash in an
amount not less than the value of the units of Trust Equip-
ment to be assigned or transferred by the Trustee, or (b)
subject to approval thereof in a Written Direction, there
shall be conveyed to the Trustee at the time of assignment
or transfer of any units of Trust Equipment, other units of
Equipment first put into service on or after October 1, 1978
and of a value not less than the value of the units of Trust
Equipment to be assigned or transferred, and having an
estimated useful 1life beyond October 31, 1994,

At the time of delivery of any Request pursuant to
the first paragraph of this Section, the Company shall, if
other Equipment is to be conveyed to the Trustee in substi-
tution for the Trust Equipment to be assigned or transferred
by the Trustee, deliver to the Trustee the following papers:

(1) an Officer's Certificate stating (i)
the value, as of the date of such Request, of



the Trust Equipment so to be assigned or trans-
ferred by the Trustee and the date such Trust
Equipment was first put into service (or that
such Trust Equipment was first put into service
not later than a specified date), (ii) the
value, as of the date of such Request, of such
substituted Equipment and the date such substi-
tuted Equipment was first put into service (or
that such substituted Equipment was first put
into service not earlier than a specified date),
(iii) that each such unit so to be substituted
is Equipment as herein defined and is marked in
accordance with the provisions of Section 4.07
hereof, (iv) that each unit to be so substituted
has an estimated useful life beyond October 31,
1994, and (v) that no Event of Default or
Default hereunder has occurred and is continu-
ing;

(2) a bill or bills of sale and an invoice
or invoices in respect of such substituted
Equipment as provided for in Sections 3.03(a)

and (c) (acceptance of such. bill or bills of __
sale by the Trustee to constitute-acceptance by

the Trustee hereunder of such Equipment); and

(3) an Opinion of Counsel to the effect
that (i) such bill or bills of sale are valid
and effective, either alone or together with any
other instruments referred to in and accompany-
ing such opinion, to vest in the Trustee title
to such substituted Equipment free from all
claims or Liens (except as permitted by clauses
(i), (ii) and (iii) of Section 6.05(c), the
rights of the Company hereunder and any lease
permitted by Section 4.09), (ii) a proper
supplement hereto in respect of each substituted
unit of Equipment has been duly authorized,
executed and delivered by the parties thereto
and has been recorded with the Interstate
Commerce Commission pursuant to the requirements
of Section 20c of the Interstate Commerce Act,
and (iii) no further filing, recordation or
deposit 1is necessary, or will be necessary in
the future, except as stated in such opinion,
for the establishment and preservation of the
rights of the Trustee in and to such unit of
Equipment in any state of the United States of
America or the District of Columbia.
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At the time of delivery of any Request pursuant to
the first paragraph of this Section, the Company shall, if
cash is to be paid to the Trustee in respect of the Trust
Equipment to be assigned or transferred by the Trustee,
deliver to the Trustee an Officer's Certificate to the
effect set forth in clauses (i) and (v) of subparagraph (1)
of the next preceding paragraph.

Cash deposited pursuant to this Section or Section
4.08 may, from time to time, be paid over by the Trustee to
the Company upon Request, and subject to the receipt of a
Written Direction approving the same, against conveyance to
the Trustee of units of Equipment (hereinafter in this para-
graph called the "Replacing Equipment") described in such
Request first put into service on or after October 1, 1978,
having a value, as of the date of said Request, not less
than the amount of cash so paid and having an estimated
useful life beyond October 31, 1994, and upon delivery to
the Trustee of papers corresponding to those set forth in
the second paragraph of this Section, with such appropriate
modifications as may be approved by the Trustee; provided
however, that receipt of such a Written Direction shall not
be required with respect to the payment over by the Trustee

to the Company of cash deposited. pursuant_to_Section_4.08.if ..

(1) the Replacimy “Equipment—is~of-the-same-type as—any - —

Equipment listed on Schedule A, as supplemented, hereto and
is in as good condition as such Equipment was immediately
prior to such casualty occurence, (2) the Replacing Equip-
ment has been leased by the Company to any lessee listed on
Schedule A hereto (or a different lessee who in the good
faith opinion of the Company is as credit worthy as the
prior lessee and will use such Equipment in a fashion so
as to produce as much rental income to the Company as the
prior lessee), (3) the lease of the Replacing Equipment is
on substantially the same terms and conditions as the lease
of the Equipment which suffered a Casualty Occurrence and
(4) the Company shall have furnished to the Trustee and the
Original Purchasers an Officer's Certificate to the fore-
going effects. If a Written Direction is so required and is
not received within 30 days after a written request therefor
by the Company to the Original Purchasers, the Company may,
by Request, direct the Trustee to apply (and the Trustee
shall so apply) such cash to the prepayment, on the January
31, April 30, July 31 or October 31 next succeeding such
Request by at least 30 days, of the instalments of principal
of the Trust Certificates as provided in Section 2.03(d),
such prepayment to be made pro rata on each outstanding
Trust Certificate.
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For all purposes of this Section, (i) the value of
any unit of Trust Equipment assigned or transferred by the
Trustee as provided in this Section shall be deemed to be
the amount obtained by multiplying the aggregate unpaid
principal amount of Trust Certificates on the date of such
transfer by a fraction the numerator of which is the Cost of
such unit and the denominator of which is the Cost of all
units of Trust Equipment and (ii) the value of any unit of
Equipment conveyed to the Trustee as provided in this
Section shall be the actual fair value thereof.

SECTION 4.07. MARKING OF TRUST EQUIPMENT. The
Company agrees that it will cause each unit of Trust Equip-
ment to be kept numbered with such identifying numbers, as
shall be set forth in Schedule A hereto or a supplement
thereof and it will immediately at its own cost and expense
prepare and deliver to its lessees the appropriate form of
stencil for marking purposes and will forthwith exercise its
rights and powers under any leases to direct such lessees
thereunder to mark plainly, distinctly, permanently and
conspicuously on each side of each unit of the Trust Equip-
ment, in letters not less than one inch in height the
following legend:

"TITLE TO THIS CAR SUBJECT TO DOCUMENTS RECORDED
UNDER SECTION 20c OF INTERSTATE COMMERCE ACT".

Such marks shall be such as to be readily visible. The
Company will also promptly so mark each unit of the Trust
Equipment not subject to a lease.

In case, prior to the termination of the lease
provided for in this Article Four, any of such marks shall
at any time be removed, defaced or destroyed, the Company
shall cause the same to be restored or replaced. The Com-
pany shall not change, or permit to be changed, the numbers
of any of the Trust Equipment at any time covered hereby (or
any numbers which may have been substituted as herein pro-
vided) except in accordance with a statement of new numbers
to be substituted therefor which previously shall have been
filed with the Trustee and which shall be filed and recorded
by the Company in like manner as this Agreement.

The Trust Equipment may be lettered in an appropriate
manner for convenience of identification of the leasehold
interest of the Company therein (i.e., the Trust Equipment
may be lettered "Leased from Brae"), and may also be let-
tered, in case of any leases permitted by Section 4.09, in
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such manner as may be appropriate for convenience of iden-
tification of such leasehold interest therein; but the
Company, during the continuance of the lease provided for
herein, will not allow any lettering or designation to be
placed on any of the Trust Equipment as a designation which
might reasonably be interpreted as a claim of ownership
thereof by the Company or by any Person other than the
Trustee,

A SECTION 4.08. MAINTENANCE OF TRUST EQUIPMENT;
CASUALTY OCCURRENCES. The Company agrees that it will

maintain or cause to be maintained and keep all the Trust
Equipment in good order and proper repair (normal wear and
tear excepted) at no cost or expense to the Trustee, unless
and until it becomes worn out, unsuitable for use, lost
beyond hope of recovery, destroyed or damaged beyond eco-
nomical repair, taken or requisitioned (unless any such unit
is requisitioned for use and such requisition does not ex-
ceed a period of 180 days) by condemnation or otherwise or
becomes economically obsolete due to substantially adverse
amendments to presently existing car hire regulations of the
Interstate Commerce Commission or it enters the territorial
jurisdiction of the Republic of Mexico at any time when

. Trust Equipment:.hawing rarvalue: equak ta:3% of. thexvalue ofi::

all the Trust Equipment is situated within said territorial
jurisdiction, (any of the above such events hereinafter
called a "Casualty Occurrence"). It is understood that if
Trust Equipment having an aggregate value in excess of 3%
of the value of all the Trust Equipment is situated within
the territorial jurisdiction of the Republic of Mexico, a
Casualty Occurence shall be deemed to have occurred in
respect of only such units of Equipment as are sufficient to
reduce the value of the units of Trust Equipment remaining
in such territorial jurisdiction below said 3%. For pur-
poses of this paragraph, value shall be determined in the
manner provided in clause (i) of the last paragraph of
Section 4.06. .

In order to comply with the foregoing, the Com-
pany has entered into a maintenance contract relating to
the Trust Equipment, listed on Schedule B hereto, with a
reputable rail service maintenance company to provide for
the maintenance and repair of the Trust Equipment. The
Company hereby assigns to the Trustee all right, title and
interest of the Company in, to and under such maintenance
contract to the extent such contract relates to the Trust
Equipment, including (without limitation) all rights,
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privileges and remedies of the Company thereunder; provided,
however, that the Company shall remain 1liable under such
malntenance contract to observe and perform all the condi-
tions and obligations to be observed and performed by it
thereunder, and, so long as the Company shall be in posses-
sion of the Trust Equipment, the Company shall be entitled
to require and enforce the performance of such contract
without further consent of or action by the Trustee, all in
accordance with and pursuant to the terms and provisions
thereof. The Company will not agree to or permit any
amendment or other modification or any termination (except
such as is permitted by the terms thereof) of any such
maintenance contract except for amendments and other
modifications made in accordance with reasonable commercial
standards which do not adversely affect the Trustee's rights
thereunder or the ability of either of the parties thereto
to perform such contract.

Whenever any unit of the Trust Equipment shall
suffer a Casualty Occurrence the Company shall, within 30
days after it shall have been informed of such Casualty
Occurrence, deliver to the Trustee and each of the Original
Purchasers (so long as it is a holder of Trust Certificates)
an Officer's Certificate_describing._such_Trust Equipment.and.. . .
stating-the vaitue to-the-Company-thereof-as-of the-date such T
Trust Equipment suffered such Casualty Occurrence. Within
30 days after the Company shall have knowledge that the
aggregate value of all units of the Trust Equipment having
suffered a Casualty Occurrence (exclusive of units having
suffered a Casualty Occurrence in respect of which a payment
shall have been made to the Trustee pursuant to this Sec-
tion) shall exceed $100,000, the Company shall deposit with
the Trustee an amount in cash equal to the value of such
units. For purposes of this paragraph, value shall be
determined in the manner provided in clause (i) of the last
paragraph of Section 4.06. The rights and remedies of the
Trustee to enforce or to recover any of the rental payments
shall not be affected by reason of such Casualty Occurrence.
Cash deposited with the Trustee pursuant to this Section
shall be held and applied at the election of the Company (as
evidenced by a Request) either (i) as provided in the first
sentence of the penultimate paragraph of Section 4.06 or
(ii) to prepay, on the January 31, April 30, July 31 or
October 31 next succeeding such Request by at least 30 days,
instalments of principal of the Trust Certificates as
provided in Section 2.03(d), such prepayment to be made pro
rata on each outstanding Trust Certificate.
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The Company agrees to furnish to the Trustee, on
or before April 1 in each year commencing with 1980, an
Officer's Certificate dated as of the preceding December 31,
(1) stating the amount, description and numbers of all Trust
Equipment that may have suffered a Casualty Occurrence since
the date of the last preceding statement (or the date of
this Agreement in the case of the first statement), (2)
identifying the units of Trust Equipment then being leased
by the Company as permitted by Section 4.09 (including the
name of the lessee, the term of the lease and the date of
the lease pursuant to which such Trust Equipment is leased)
and specifying which units of Trust Equipment are not then
being leased by the Company and (3) certifying that there is
not any Default or Event of Default under any provision of
this Agreement or specifying all such Defaults and Events of
Default and the action being taken by the Company to remedy
the same,

SECTION 4.09. POSSESSION OF TRUST EQUIPMENT. Ex-
cept as provided in this Section, the Company will not as-~
sign or transfer its rights hereunder, or transfer or lease
the Trust Equipment or any part thereof or assign, pledge,
transfer or otherwise dispose of any of its rights under any

leases. permitted:hereunders.without: the writtenrconsentoofsz

the Trustee first had and obtained; and the Company shall
not, without such written consent, except as herein pro-
vided, part with the possession of, or suffer or allow to
pass out of its possession or control, any of the Trust
Equipment.

So long as an Event of Default shall not have
occurred and be continuing under this Agreement, the Company
shall be entitled to the possession of the Trust Equipment
and, subject to the provisions of the last paragraph of this
Section 4.09, to maintain, amend, terminate and enter into
leases of the Trust Equipment and to permit its use by
(including interchange service), one or more lessees or
users in the United States of America (or any state thereof
or the District of Columbia) or in the Dominion of Canada or
any Province or Territory thereof; provided, however, that
the Company shall not enter into any leases or car contracts
relating to the use of Trust Equipment with any lessee or
user incorporated, or having its principal place of busi-
ness, in the Dominion of Canada or any Province or Territory
thereof (herein called "Canadian Lessees") if the aggregate
value of Trust Equipment subject to leases and car contracts
with Canadian Lessees would exceed 10% of the aggregate
value of all the Trust Equipment and provided further,
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however, that the Company shall not enter into any per diem
pass through leases or car contract relating to the use of
Trust Equipment with any lessee or user if the aggregate
number of railroad box cars constituting Trust Equipment
subject to leases and car contracts with any such lessee or
user would exceed 50% of the estimated box car reguirements
(determined in good faith by the Company by the application
of customary standards and measurements at the time the
Company placed orders for the manufacture of the box cars
which constitute such Trust Equipment) of such lessee or
user. Upon entering into any lease or car contract with a
Canadian Lessee, the Company will promptly furnish to the
Trustee an Officer's Certificate to the effect set forth in
the first proviso of this paragraph which shall also include
a statement of the value of Trust Equipment referred to
therein. - Promptly after entering into any lease (other than
those listed on Schedule A hereto) of Trust Equipment or
any amendment to a lease of Trust Equipment  which adds or
substitutes units of Equipment or changes the term of the
lease, the Company will execute and deliver, and cause to be
filed with the Interstate Commerce Commission pursuant to
Section 6.03, a supplement or amendment hereto which effects
appropriate modifications to the information set forth in
Schedule A hereto and will also deliver and cause to_be

filed With‘thé—Trusteé“anﬁ*with*thE“Tnterstate*Commerée-“~?;~-~"

Commission a copy of such lease or amendment. Any lease by
the Company entered into pursuant to this Section 4.09 may
provide (and such provision shall be binding upon the Trus-
tee) that the lessee, so long as it shall not be in default
under such lease, shall be entitled to the possession of the
Trust Equipment included in such lease and the use thereof,
and, subject to the provisions of Section 4.07, may provide
for lettering or marking upon such Trust Equipment for con-
venience of identification of the leasehold interest of such
lessee therein. For the purposes of this paragraph, value
shall be determined in the manner provided in clause (i) of
the last paragraph of Section 4.06.

As security for the payment and performance of the
obligations of the Company hereunder, the Company hereby
grants, pledges and assigns unto the Trustee all of its
rights, title and interest in and to any lease (including
the leases referred to in Schedule A hereto) of any unit of
the Trust Equipment existing as of the date hereof or
entered into in the future, and all rentals, moneys and
proceeds payable to or receivable by the Company under any
such lease; provided, however, that (a) so long as no Event
of Default shall have occurred and be continuing the Company
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shall be entitled to collect and receive all such rentals,
moneys and proceeds, and (b) during the continuance of any
Event of Default, all such rentals, moneys and proceeds
shall be paid to the Trustee and applied to the payment or
prepayment of the principal of, and/or to the payment of
interest due and owing on, the Trust Certificates, all as
may be specified in a Written Direction or, in the absence
thereof, as may be determined by the Trustee.

Notwithstanding anything to the contrary contained
herein, the Company will not amend, terminate or replace any
lease covering any of the Trust Equipment without the prior
written consent of the holders of 75% in principal amount of
the outstanding Trust Certificates if such amendment, ter-
mination, or replacement would impair the security provided
hereunder by the assignment to the Trustee of the leases in
respect to the Trust Equipment hereunder. Any amendment of
a lease which does not reduce 'the term or the amount of
rentals payable thereunder shall not be deemed to impair the
security provided hereunder. The Company will deliver to
the Trustee and each of the Original Purchasers (so long as
it is a holder of Trust Certificates) copies of all leases
assigned hereunder and copies of all amendments thereof.

The Company. agrees_not_to._enter into any.leases . or_..
car contracts--relating to—the—use—of ~Trust Egquipment —wi =% €
any lessee or user incorporated, or having i rincipal [
place of business, or owning fixed railroad assets, in the
State of California, other than the lease to the Sierra
Railroad Company with respect to the 50XM boxcars.

SECTION 4.10. MAINTENANCE OF INSURANCE. Upon the
delivery of any unit of Trust Equipment the Company will
promptly effect and maintain or cause to be effected and
maintained with financially sound and reputable companies,
insurance policies (i) insuring each such unit of Trust
Equipment against loss by fire, explosion, theft and such
other casualties as are usually insured against by companies
engaged in the same or a similar business and with coverage
in an amount at least equal to the value of each such unit
of Trust Equipment (but such coverage for all railroad
rolling stock owned or leased by the Company may be limited
to $5,000,000 for each occurrence and the policies relating
thereto may contain provisions relating to deductibles which
are comparable to those contained in policies carried by
other companies engaged in the same or a similar business),
(ii) insuring the Company and the Trustee against liability
for personal injury and property damage caused by or re-
lating to such railroad rolling stock or their use with
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coverage in the amount of at least $5,000,000, and (iii)
insuring the Company for the loss of revenues from any unit
of railroad rolling stock which becomes inoperable due to
damage, for an 80-day period commencing 10 days after the
date of such damage, all such insurance policies to be in
such form and to have such coverage as shall be satisfactory
to the Trustee, with losses payable to the Company and the
Trustee as their respective interests may appear.

SECTION 4.11. INDEMNITY. The Company covenants
and agrees to indemnify the Trustee against any and all
claims or loss arising out of or connected with the owner-
ship, lease or use of any of the Trust Equipment and partic-
ularly against any and all claims or loss arising out of
the use of any patented inventions in and about the Trust
Equipment, and to comply in all respects with the laws of
the United States of America, and of all the states and
other Jjurisdictions in which the Trust Equipment, or any
unit thereof, may be operated, and with all lawful acts,
rules, regulations and orders of any commissions, boards and
other legislative, executive, administrative or judicial
bodies or officers having power to regulate or supervise any
of the Trust Equipment, including without 1limitation all

. —lawful _aets, rulkes, .regulatians :and.orders..af~any body .hav=.
ing competent Jjurisdiction relating to automatic coupler
devices or attachments, air brakes or other appliances;
provided, however, that the Company may in good faith con-
test the validity of any such law, act, rule, regulation or
order, or the application thereof to the Trust Equipment or
any part thereof, in any reasonable manner which will not in
the judgment of the Trustee materially endanger the rights
or interests of the Trustee or of the holders of the Trust
Certificates. The Company shall not be relieved from any of
its obligations hereunder by reason of the assertion or
enforcement of any such claims or the commencement or prose-
cution of any litigation in respect thereof.

ARTICLE FIVE

Events of Default and Remedies

SECTION 5.01. EVENTS OF DEFAULT. The Company
covenants and agrees that in case:

(a) the Company shall default in the pay-

ment of any part of the rental payable pursuant
to Subparagraph (4) of the first paragraph of



Section 4.04 when the same shall be due and pay-
able, or

(b) the Company shall default in the pay-
ment of any part of the rental payable pursuant
to Subparagraphs (1), (2) or (3) of the first
paragraph of Section 4.04 for more than ten days
after the same shall have become due and pay-
able, or

(c) the Company shall enter into any lease,
amendment of a lease or car contract prohibited
by the second paragraph of Section 4.09 or make
or suffer any unauthorized assignment or trans-
fer of its rights hereunder or shall make any
unauthorized transfer or lease (including, for
the purpose of this clause, contracts for the
use thereof) of any of the Trust Equipment, or,
except as herein authorized, shall part with the
possession of any of the Trust Equipment, and
shall fail or refuse either to cause such
assignment, amendment, transfer or lease to be
canceled by agreement of all parties having any
interest therein and recover possession of such

Trust Equipment. within. 30 days. after the Trustee. ...
shall have demanded in writing ‘such cancelation’

and recovery of possession, or within said 30
days to deposit with the Trustee a sum in cash
equal to the wvalue, as of the date of such
unauthorized action (determined in the manner
provided in clause (i) of the last paragraph of
Section 4.06), of such Trust Equipment (any sum
so deposited to be returned to the Company upon
the cancelation of such assignment, transfer,
amendment or lease and the recovery of posses-

sion by the Company of such Trust Equipment),
or

(d) the Company shall default in the
performance or observance of any agreement
contained in Section 6.05 hereof, or

(e) the Company shall, for more than 30
days after the Trustee shall have demanded in
writing performance thereof, fail or refuse to
comply with any other of the terms and covenants
hereof on its part to be kept and performed, or
to make provision satisfactory to the Trustee
for such compliance, or
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(£f) the lease provided for in Section 4.01
hereof shall be terminated by operation of law,
or

(g) any proceedings shall be commenced by
or against the Company or any Restricted Sub-
sidiary under any federal or state law relating
to bankruptcy or insolvency, or laws relating to
the relief of debtors, readjustments of in-
debtedness, reorganizations, arrangements, com-
positions or extensions, or appointing a re-
ceiver or decreeing or ordering the winding up
or liquidation of the affairs of the Company or
any Restricted Subsidiary, or similar proceed-
ings for any relief which includes or might
result in, any material modification of the
obligations of the Company hereunder, under the
guaranty endorsed on the Trust Certificates and
under any instrument made in connection with the
purchase of the Trust Certificates by the
Original Purchasers, (unless such proceedings
shall have been discharged, dismissed, stayed or
otherwise rendered ineffective within 60 days
from the date. of. the. filing _thereof. .[but. then.
only so long as such stay shall continue in
force or such ineffectiveness shall continue])
and all the obligations of the Company here-
under, as the case may be, under the guaranty
endorsed on the Trust Certificates and under any
instrument made in connection with the purchase
of the Trust Certificates by the Original Pur-
chasers, shall not have been duly assumed in
writing, pursuant to a court order or decree,
by a trustee or trustees or receiver or receiv-
ers appointed for the Company or for its prop-
erty in connection with such proceedings in such
manner that such obligations shall have the same
status as obligations incurred by such trustee
or trustees or receiver or receivers, within 30
days after such appointment, if any, or 60 days
after such proceedings shall have been com-
menced, whichever shall be earlier, or

(h) the Company or any Restricted Sub-
sidiary shall institute proceedings to be
adjudicated a bankrupt or insolvent or shall
consent to the institution of bankruptcy
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or insolvency proceedings against it or shall
file a petition or answer or consent seeking
reorganization or relief under the Bankruptcy
Act or any other federal or state law relating
to bankruptcy or insolvency or shall consent to
the filing of any such petition or shall consent
to the appointment of a receiver or shall make
an assignment for the benefit of creditors or
shall admit in writing its inability to pay its
debts generally as they become due, or action
shall be taken by the Company or any Restricted
Subsidiary in furtherance of any of the afore-
said purposes, or

(i) material default shall be made by the
Company in the performance or observance of any
of the covenants, agreements or conditions on
its part in the Purchase Agreements dated as of
November 1, 1978 among the Company and the Orig-
inal Purchasers; or there shall be any material
breach of any of the representations and warran-
ties of the Company contained in said Purchase
Agreements, and such default or breach shall

continue:r. for.ma period::of::30 Fays:-after-written: .vtes

notice to the Company by the Trustee or to the
Company and the Trustee by any of the Original
Purchasers, if it is a holder of Trust Certifi-
cates, or the holder or holders of 10% or more
in aggregate principal amount of the Trust
Certificates then outstanding, or

(3) the Company or any Restricted Sub-
sidiary defaults in any payment of principal of
or interest on any other obligation for money
borrowed or any other obligation constituting
Debt of the Company or such Restricted Sub-
sidiary (or any obligation under conditional
sale or other title retention agreement or any
obligation issued or assumed as full or partial
payment for property whether or not secured by
purchase money mortgage or any obligation under
notes payable or drafts accepted representing
extensions of credit) beyond any period of grace
provided with respect thereto, or defaults in
the performance of any other agreement, term or
condition contained in any agreement under which
any such obligation is created (or if any other
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default under any such agreement shall occur and
be continuing) if the effect of such default is
to cause, or to permit the holder or holders of
such obligation (or a trustee on behalf of such
holder or holders) to cause, such obligation to
become due prior to its stated maturity and the
aggregate principal amount which could so become
due exceeds $100,000, or

(k) the Company or any Restricted Subsid-
iary is subject to any final Jjudgment for the
payment of money which is not discharged in full
or stayed within 30 days of such judgment's
entry;

then, in any such case (in this Agreement sometimes called
an "Event of Default"), if such Event of Default shall be
continuing, the Trustee upon the written request of the
holders of 75% in unpaid principal amount of the then
outstanding Trust Certificates shall, by notice in writing
delivered to the Company, declare to be due and payable
forthwith the entire amount of the rentals (but not includ-
ing rentals required for the payment of interest accruing
after the date of such declaration) payable by the Company

as set forth in Section 4-.04-and not theretofore“paid:'”»

Thereupon the entire amount of such rentals shall forthwith
become and shall be due and payable immediately without
further demand, together with interest at the rate of
12% per annum, to the extent legally enforceable, on any
portion thereof overdue.

In case one or more Events of Default shall hap-
pen and be continuing, the Trustee upon the written request
of the holders of 75% in unpaid principal amount of the then
outstanding Trust Certificates shall, by notice in writing
delivered to the Company, declare the unpaid principal
of all the Trust Certificates then outstanding to be due
and payable, and thereupon the same shall become and be
immediately due and payable.

In case the Company shall fail to pay any instal-
ment of rental payable pursuant to Section 4.04(3) or (4)
when and as the same shall have become due and payable here-
under, and such default shall have continued for a period of
ten days, the Trustee, in its own name and as trustee of an
express trust, shall be entitled and empowered to institute
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any action or proceedings at law or in equity for the col-
lection of the rentals so due and unpaid, and may prosecute
any such action or proceedings to judgment or final decree,
and may enforce any such judgment or final decree against
the Company and collect in the manner provided by law out of
the property of the Company wherever situated the moneys ad-
judged or decreed to be payable.

In case there shall be pending proceedings for the
bankruptcy or for the reorganization of the Company under
the Bankruptcy Act or any other applicable law, or in case a
receiver or trustee shall have been appointed for the
property of the Company or in case of any other judicial
proceedings relative to the Company or to the creditors or
property of the Company, the Trustee, irrespective of
whether the rental payments hereunder or the unpaid prin-
cipal amount of the Trust Certificates shall then be due and
payable as herein or therein expressed whether by declara-
tion or otherwise and irrespective of whether the Trustee
shall have made any demand or declaration pursuant to the
provisions of this Section, shall be entitled and empowered,
by intervention in such proceedings or otherwise, to file
and prove a claim or claims for the entire amount of the

of interest or taxes accruing after the date of payment of
all amounts due), and to file such other papers or documents
as may be necessary or advisable in order to have the claims
of the Trustee (including any claim for reasonable compensa-
tion to the Trustee, its agents, attorneys and counsel, and
for reimbursement of all expenses and liabilities incurred,
and all advances made, by the Trustee except as a result of
its negligence or wilful misconduct) and of the holders of
the Trust Certificates allowed in such proceedings and to
collect and receive any moneys or other property payable or
deliverable on any such claims, and to distribute all
amounts received with respect to the claims of the holders
of the Trust Certificates and of the Trustee on their
behalf; and any receiver, assignee or trustee in bankruptcy
or reorganization 1is hereby authorized by each of the
holders of the Trust Certificates to make payments to the
Trustee, and, in the event that the Trustee shall consent to
the making of payments directly to the holders of the Trust
Certificates, to pay to the Trustee such amount as shall be
sufficient to cover reasonable compensation to the Trustee,
its agents, attorneys and counsel, and all other expenses
and liabilities incurred, and all advances made, by the

" Trustee except as a result of its negligence or wilful

misconduct.

rentals-{butsnot--inctuding. rentalszrequired=for>thezpaymentz

Py
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All rights of action and to assert claims under
this Agreement, or under any of the Trust Certificates, may
be enforced by the Trustee without the possession of any of
the Trust Certificates or the production thereof on any
trial or other proceedings relative thereto, and any such
action or proceedings instituted by the Trustee shall be
brought in its own name as trustee of an express trust, and
any recovery of judgment shall be for the ratable benefit of
the holders of the Trust Certificates. In any proceedings
brought by the Trustee (and also any proceedings involving
the interpretation of any provisions of this Agreement to
which the Trustee shall be a party) the Trustee shall be
held to represent all the holders of the Trust Certificates,
and it shall not be necessary to make any holders of the
Trust Certificates parties to such proceedings.

SECTION 5.02. REMEDIES. 1In case of the happening
of any Event of Default, the Trustee may by its agents enter
upon the premises of the Company and any Affiliate or of any
lessee (or other person having acquired the use of the Trust
Equipment) where any of the Trust Equipment may be and take
possessson of all or any part of the Trust Equipment and
withdraw the same from said premises (subject to any rights
of quiet possession=oefrany—legseerunder any=leaserpermitted™
hereunder), retaining all payments which up to that time may
have been made on account of rental for the Trust Equipment
and otherwise, and shall be entitled to collect, receive and
retain all unpaid mileage or other charges of any kind
earned by the Trust Equipment or any part thereof, and may
lease or otherwise contract for the use of the Trust Equip-
ment or any part thereof; or the Trustee may with or without
retaking possession (but only after declaring due and pay-
able the entire amount of rentals payable by the Company and
the unpaid principal of all the then outstanding Trust Cer-
tificates, as provided in Section 5.01) sell the Trust
Equipment or any part thereof, free from any and all claims
of the Company at law or in equity, in one lot and as an
entirety or in separate lots, at public or private sale, for
cash or upon credit, in its discretion, and may proceed
otherwise to enforce its rights and the rights of the hold-
ers of then outstanding Trust Certificates, all subject to
any mandatory requirements of law applicable thereto. Upon
any such sale, the Trustee itself may bid for the property
offered for sale or any part thereof. Any such sale may be
held or conducted at such place and at such time as the
Trustee may specify, or as may be required by law, and
without gathering at the place of sale the Trust Equipment
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to be sold, and in general in such manner as the Trustee may
determine, but so that the Company may and shall have a
reasonable opportunity to bid at any such sale. After the
Trustee has fully exercised its remedies hereunder, the
Company shall cease to have any rights or remedies in
respect of the Trust Equipment hereunder, but all such
rights and remedies shall be deemed thenceforth to have been
waived and surrendered by the Company, and no payments
theretofore made by the Company for the rent or use of the
Trust Equipment or any of it shall give to the Company any
legal or equitable interest or title in or to the Trust
Equipment or any of it or any cause or right of action at
law or in equity in respect of the Trust Equipment against
the Trustee or the holders of interests hereunder. WNo such
taking of possession, withdrawal, lease or sale of the Trust
Equipment by the Trustee shall be a bar to the recovery by
the Trustee from the Company of rentals then or thereafter
due and payable, or of principal and interest in respect of
the Trust Certificates, and the Company shall be and remain
liable for the same until such sums have been realized as,
with the proceeds of the lease or sale of the Trust Equip-
ment, shall be sufficient for the discharge and payment in
full of all the obligations of the Company under this Agree-
ment. - :

SECTION 5.03. APPLICATION OF PROCEEDS. ~ 'If the
Trustee shall exercise any of the powers conferred upon it
by Sections 5.01 and 5.02, all payments made by the Company
to the Trustee, and the proceeds of any judgment collected
from the Company by the Trustee, and the proceeds of every
sale or lease by the Trustee of any of the Trust Equipment,
together with any other sums which may then be held by the
Trustee under any of the provisions hereof (other than sums
held in trust for the payment of specific Trust Certificates
or a part thereof, or interest thereon) shall be applied by
the Trustee to the payment, in the following order of prior-
ity, (a) of all proper charges, expenses or advances made or
incurred by the Trustee in accordance with the provisions of
this Agreement and (b) of the interest then due, with inter-
est on overdue interest at the rate of 12% per annum, to the
extent legally enforceable, and of the principal of all the
outstanding Trust Certificates, with interest thereon at the
rate of 12% per annum, to the extent 1legally enforceable,
from the last preceding interest payment date, whether such
Trust Certificates shall have then matured by their terms or
not, all such payments to be in full if such proceeds shall
be sufficient, and if not sufficient, then pro rata without
preference between principal and interest.
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After all such payments in full shall have been
made, the title to any of the Trust Equipment remaining
unsold shall be conveyed by the Trustee to the Company free
from any further liabilities or obligations to the Trustee
hereunder. If after applying all such sums of money real-
ized by the Trustee as aforesaid there shall remain any
amount due to the Trustee under the provisions hereof, the
Company agrees to pay the amount of such deficit to the
Trustee. 1If after applying as aforesaid the sums of money
realized by the Trustee there shall remain a surplus in the
possession of the Trustee, such surplus shall be paid to the
Company.

SECTION 5.04. WAIVERS OF DEFAULT. Prior to the
declaration of the acceleration of the maturity of the rent-
als and of the maturity of all the Trust Certificates as
provided in Section 5.01, the holders of 75% in aggregate
unpaid principal amount of the Trust Certificates at the
time outstanding may on behalf of the holders of all the
Trust Certificates waive by an instrument in writing de-
livered to the Trustee any past default and its conse-
quences, except a default in the payment of any instalment
of rental payable pursuant to Section 4.04 (3) or (4), but
.no such: waiwverr=shai:l-extendsstozor saf fer tany-subvsequentssramsns
default or impair any right consequent thereon.

If at any time after the principal of all the
Trust Certificates shall have been declared and become due
and payable or if at any time after the entire amount of
rentals shall have been declared and become due and payable,
all as provided in Section 5.01, but before October 31,
1994, all arrears of rent (with interest at the rate of 12%
per annum upon any overdue instalments, to the extent
legally enforceable), the expenses and reasonable compensa-
tion of the Trustee, together with all expenses of the trust
occasioned by the Company's default, and all other sums
which shall have become due and payable by the Company here-
under shall be paid by the Company before any sale or lease
by the Trustee of any of the Trust Equipment, and every
other default shall be made good or cured to the satisfac-
tion of the Trustee, or provision deemed by the Trustee to
be adequate shall be made therefor, then, and in every such
case, the Trustee, if so requested by the holders of 75% in
unpaid principal amount of the Trust Certificates then
outstanding, shall by written notice to the Company waive
the default by reason of which there shall have been such
declaration or declarations and the consequences of such
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default, but no such waiver shall extend to or affect any
subsequent default or impair any right consequent thereon.

SECTION 5.05. OBLIGATIONS OF COMPANY NOT AFFECTED
BY REMEDIES. No retaking of possession of the Trust Equip-
ment by the Trustee, nor any withdrawal, lease or sale
thereof, nor any action or failure or omission to act
against the Company or in respect of the Trust Equipment, on
the part of the Trustee or on the part of the holder of any
Trust Certificate, nor any delay or indulgence granted to
the Company by the Trustee or by any such holder, shall
affect the obligations of the Company hereunder or the obli-
gations of the Company under the gquaranty endorsed on the
Trust Certificates.

The Company hereby waives presentation and demand
in respect of any of the Trust Certificates and waives
notice of presentation, of demand and of any default in the
payment of the principal of and interest on the Trust
Certificates.

SECTION 5.06. COMPANY TO DELIVER TRUST EQUIPMENT
TO TRUSTEE. In case the Trustee shall demand possession of

any. ofothe: Equispmentpimrsu antstozsSectidion: Sw02= andssshall-swe . ¢ .70 .

designate a reasonable point or points for the delivery of
the Trust Equipment to the  Trustee, the  Company-shall, at
its own expense and risk:

(a) forthwith and in the usual manner use
its best efforts to cause the Trust Equipment to
be placed upon such storage tracks of the Com-
pany or any of its Affiliates, if the Company or
any Affiliate shall then own any storage tracks,
as the Trustee reasonably may designate; and

(b) permit the Trustee to store the Trust
Equipment on such tracks at the risk of the Com-
pany without charge for insurance, rent or stor-
age until the Trust Equipment has been sold,
leased or otherwise disposed of by the Trustee.

During any storage period, the Company will, at its own cost
and expense, maintain and keep each such unit of Trust
Equipment in good order and repair and will permit the in-
spection of the Trust Equipment by the Trustee, the Trust-
ee's representatives and prospective purchasers, lessees and
users. This agreement to deliver the Trust Equipment and
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furnish facilities as hereinbefore provided is of the es-
sence of the agreement between the parties, and, upon appli-
cation to any court of equity having jurisdiction, the
Trustee shall be entitled to a decree against the Company
requiring specific performance hereof. The Company hereby
expressly waives any and all claims against the Trustee and
"its agent or agents for damages of whatever nature in con-
nection with any retaking of any unit of the Trust Equipment
in any reasonable manner.

SECTION 5.07. TRUSTEE TO GIVE NOTICE OF DEFAULT.
The Trustee shall give to the registered holders of the
Trust Certificates notice of each Event of Default hereunder
actually known to the Trustee within 15 days after it so
learns of the same.

SECTION 5.08,. CONTROL BY HOLDERS OF TRUST CERTI-
FICATES. The registered holders of 75% in aggregate unpaid
principal amount of the then outstanding Trust Certificates,
by an instrument or instruments in writing executed and de-
livered to the Trustee, shall have the right to direct the
time, method, and place of conducting any proceeding for
any remedy available to the Trustee or exercising any trust
- or. power vconrferredromzthevTrustedrmprovidedprhoweverpwthats: wman v
the Trustee shall have the right to decline to follow any
such direction (i) if the Trustee shall be advised by coun-
sel that the action so directed may not lawfully be taken or
(ii) if the Trustee shall be advised by counsel that the
action so directed may involve it in personal liability
unless it shall have received a satisfactory indemnity
therefor. The Trustee may take any other action deemed
proper by the Trustee which is not inconsistent. with any
such direction given hereunder.

SECTION 5.09.  REMEDIES CUMULATIVE; SUBJECT TO
MANDATORY REQUIREMENTS OF LAW. The remedies in this Agree-
ment provided in favor of the Trustee and the holders of the
Trust Certificates, or any of them, shall not be deemed
exclusive, but shall be cumulative, and shall be in addition
to all other remedies in their favor existing at law or in
equity; and such remedies so provided in this Agreement
shall be subject in all respects to any mandatory require-
ments of law at the time applicable thereto, to the extent
such requirements may not be waived on the part of the Com-

pany.

SECTION 5.10. BOOKS AND RECORDS; INSPECTION OF
PROPERTY. The Company covenants that it will keep accurate
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corporate books and financial records, and that so long as
any Trust Certificate shall be outstanding, it will permit
any Person designated by the Trustee in writing, at the
Trustee's expense, to visit and inspect the Trust Equipment
(subject to the rights of the lessees thereof), all at such
reasonable times and as often as the Trustee may reasonably
request.

ARTICLE SIX

Additional Covenants and Agreements
by the Company

SECTION 6.01. GUARANTY OF COMPANY. The Company
unconditionally covenants, agrees and guarantees that the
holder of each of the Trust Certificates shall receive the
principal amount thereof, in such coin or currency of the
United States of America as, at the time of payment, shall
be legal tender for the payment of public and private debts,
when and as the same shall become due and payable, in accor-
dance with the provisions thereof or of this Agreement (and,
if not so paid, with interest thereon until paid at the rate

of 12% per_ .annum,.to..the_ .extent. legally.enforceable)y<.and: i s

shall receive interest thereon in like money at the rate
specified therein, at the times and place and otherwise as
expressed in the Trust Certificates or this Agreement (and,
if not so paid, with interest thereon until paid at the rate
of 12% per annum, to the extent legally enforceable); and
the Company agrees to endorse upon each of the Trust Certi-
ficates, at or before the issuance and delivery thereof by
the Trustee, its guaranty of the prompt payment of the prin-
cipal thereof and of the interest thereon, in substantially
the form hereinbefore set forth. Said guaranty so endorsed
shall be signed in the name and on behalf of the Company by
the manual or facsimile signature of the President, a Vice
President or Treasurer of the Company. In case any officer
of the Company whose signature shall appear on said guaranty
shall cease to be such officer before the Trust Certificates
shall have been issued and delivered by the Trustee, or
shall not have been acting in such capacity on the date of
the Trust Certificates, such guaranty shall nevertheless be
as effective and binding upon the Company, as though the
person who signed said guaranty had not ceased to be or had
then been such officer.

SECTION 6.02. DISCHARGE OF LIENS. The Company
covenants and agrees that it will pay and discharge, or
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cause to be paid and discharged, or make adequate provision
for the satisfaction or discharge of, any debt, tax, charge,
assessment, obligation or claim which if unpaid might become
a Lien not permitted by Section 6.05(c) upon or against any
of the Trust Equipment; but this provision shall not require
the payment of any such debt, tax, charge, assessment,
obligation or claim so long as the validity thereof shall
be contested in good faith and by appropriate legal pro-
ceedings, provided that such contest will not materially
endanger the rights or interests of the Trustee or of the
holders of the Trust Certificates and the Company shall have
furnished the Trustee with an Opinion of Counsel to such
effect. If the Company does not forthwith pay and dis-
charge, or cause to be paid and discharged, or make adequate
provision for the satisfaction or discharge of, any such
debt, tax, charge, assessment, obligation or claim as re-
quired by this Section, the Trustee may, but shall not be
obligated to, pay and discharge the same and any amount so
paid shall be secured by and under this Agreement until re-
imbursed by the Company.

SECTION 6.03. RECORDING. The Company will,
promptly after the execution and delivery of this Agreement,.

and each: supplement:orsramendmentrheretoy=rcauserthersames tosrms: T« -

be duly filed and recorded with the Interstate Commerce
Commission in accordance with Section 20c of the Interstate
Commerce Act. The Company will, within 30 days after any
Trust Equipment shall be acquired by the Trustee pursuant to
this Agreement, at the sole cost and expense of the Company,
(i) record, register or file this Agreement (or any financ-
ing statement or similar notice) in each Province of Canada
in which the Company is permitted under applicable law to
make such recording, registration or filing in order to
perfect and protect the rights of the Trustee under this
Agreement to such Trust Equipment and (ii) deliver to the
Trustee an opinion of Canadian counsel to the Company to the
effect that all such recordings, registrations and filings
have been duly made and no other recording, registration or
filing is necessary in order to protect in such Province the
rights of the Trustee under this Agreement against any and
all subsequent purchasers or mortgagees from or under the
Company or from creditors of the Company. The Company will
from time to time do and perform any other act and will
execute, acknowledge, deliver, file, register and record and
will refile, reregister and rerecord any and all further
instruments required by law (including all applicable laws
of the Dominion of Canada or any Province thereof and any
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other jurisdiction) or reasonably requested by the Trustee
for the purpose of proper protection of the rights of the
Trustee in and to the Trust Equipment and the assignment
hereunder, as additional security, of the interests of the
Company in and to the leases of the Trust Equipment listed
in Schedule A and in and to the maintenance contract listed
in Schedule B, of proper protection of the rights of the
holders of the Trust Certificates and of fully carrying out
and effectuating this Agreement and the intent hereof.

Promptly after the execution and delivery of this
Agreement and of each supplement or amendment hereto, the
Company will furnish to the Trustee an Opinion of Counsel
stating that, in the opinion of such counsel, such document
or a financing statement relating to such document has been
properly deposited, filed, registered and recorded and rede-
posited, refiled, reregistered and rerecorded, if necessary,
so as effectively to protect the rights of the Trustee in
and to the Trust Equipment and the assignment hereunder, as
additional security, of the interests of the Company in and
to the leases of the Trust Equipment listed in Schedule A
hereto, as supplemented, and in and to the maintenance
contract listed in Schedule B hereto, as supplemented,
and its::right rampdsthecrightsooficthechokderssiofrsheTrust
" Certificates hereunder and reciting the details of such
action.

SECTION 6.04. FURTHER ASSURANCES. The Company
covenants and agrees from time to time to do all such acts
and execute all such instruments of further assurance as it
shall be reasonably requested by the Trustee to do or exe-
cute for the purpose of fully carrying out and effectuating
this Agreement and the intent hereof.

SECTION 6.05. NEGATIVE COVENANTS. The Company
covenants that, without the written consent of the holders
of 75% in aggregate principal amount of the Trust Certifi-
cates at the time outstanding, the Company will not, and
with respect to Subsections (c¢) (d4), (e), (£), (g) (h), (i),

(jy, (k) and (1) hereof, permit any Restricted Subsidiary
to:

(a) Consolidated Shareholders' Equity.
Permit Consolidated Shareholders' Equity at any
time after the date hereof to be 1less than
$22,000,000;

+)
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(b) Dividend Limitation. Pay or declare
any dividend on any class of its stock, or
redeem, purchase or otherwise acquire, directly
or through any Restricted Subsidiary, any shares
of its stock or make or permit any Restricted
Subsidiary to make any optional prepayments of
principal of, or optionally retire, redeem, pur-
chase or otherwise acquire, directly or through
any Restricted Subsidiary, any Subordinated
Funded Debt or make or permit any Restricted
Subsidiary to make any expenditures permitted by
clause (v) of Section 6.05(e) (all of the fore-
going being herein called "Restricted Payments")
except out of Consolidated Net Earnings Avail-
able For Restricted Payments, provided, however,
that notwithstanding the foregoing limitations,
the Company may pay dividends on its Preferred
Stock at the rates provided in the Certificate
of Determination of Preferences in respect
thereof as in effect on the date hereof, but
provided further, that the amount of any such
dividends paid or declared shall be included in
any subsequent computation of Consolidated Net
Earnings Available for Restricted Payments
pursuant to this Section 6.05(b) and; provided
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foregoing 1limitations, the Company may redeem
shares of its capital stock from William J.
Texido pursuant to Section 8 of the Employment
and Stock Agreement dated as of October 17,
1977, as amended by an Amendment dated as of
September 28, 1978, but only from the proceeds
of a life insurance policy or policies main-
tained by the Company on the life of William J.
Texido. "Consolidated Net Earnings" shall mean

consolidated gross revenues of the Company and

its Restricted Subsidiaries less all operating
and non-operating expenses of the Company and
its Restricted Subsidiaries including all
charges of a proper character (including current
and deferred taxes on income, provision for
taxes on unremitted foreign earnings which are
included in gross revenues, and current addi-
tions to reserves), but not including in gross
revenues any gains (net of expenses and taxes
applicable thereto) in excess of losses result-
ing from the sale, conversion or other disposi-
tion of capital assets (i.e., assets other than
current assets), any gains resulting from the



write-up of assets, any equity of the Company or
any Restricted Subsidiary in the unremitted
earnings of any corporation which is not a
Restricted Subsidiary, any earnings of any
Person acquired by the Company or any Restricted
Subsidiary through purchase, merger or consoli-
dation or otherwise for any year prior to the
year of acquisition, or any deferred credit
representing the excess of equity in any Re-
stricted Subsidiary at the date of acquisition
over the cost of the investment in such Re-
stricted Subsidiary; all determined in accor-
dance with Generally Accepted Accounting Prin-
ciples.

"Consolidated Net Earnings Available For
Restricted Payments" shall mean an amount equal
to (1) the sum of $2,000,000 plus 50% (or minus
100% in case of a deficit) of Consolidated Net
Earnings for the period (taken as one accounting
period) commencing on January 1, 1979 and termi-
nating at the end of the last fiscal quarter
preceding the date of any proposed Restricted
Payment, less (2) the sum of (a) the aggregate
amount of all dividends and other distributions
paid or declared by the Company on any class of
its stock after December 31, 1978, (b) the
aggregate amount of all expenditures made pursu-
ant to clause (v) of Section 6.05(e) after
"December 31, 1978, and (c) the excess of the ag-
gregate amount expended, directly or indirectly,
after December 31, 1978, for the redemption,
purchase or other acquisition of any shares of
its stock and for the optional payment of
principal of, and the optional retirement,
redemption, purchase or other acquisition of,
Subordinated Funded Debt, over the aggregate
amount received as (x) the net cash proceeds of
the sale of any shares of its stock after
December 31, 1978 and/or (y) the net cash pro-
ceeds received after December 31, 1978 upon the
sale of any Debt security which has been con-
verted into shares of its stock, but only if
such conversion occurs within five years after
the issuance of such Debt security. There shall
not be included in Restricted Payments or in any
computation of Consolidated Net Earnings Avail-
able For Restricted Payments: (x) dividends
paid, or distributions made, in stock of the
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Company; or (y) exchanges of stock of one or
more classes of the Company, except to the
extent that cash or other value (other than
value represented by stock) is involved 1in
such exchange. The term "stock"™ as used in this
Subsection (b) shall include warrants or options
to purchase stock;

{c) Liens. Create, assume or suffer to
exist any Lien upon any of its property or
assets, whether now owned or hereafter acquired
(whether or not provision is made for the equal
and ratable securing of the Trust Certificates
in accordance with the provisions of Section
6.06), except

(1) the Lien of this Equipment
Trust Agreement,

(ii) Liens for taxes not yet due
or which are being actively contested
in good faith by appropriate proceed-
ings and if appropriate reserves have
been established therefor,

(iii) other Liens incidental to the
conduct of its business or the owner-
ship of its property and assets which
were not incurred in connection with
the borrowing of money or the obtain-
ing of advances or credit, and which
do not in the aggregate materially
detract from the value of its property
or assets or materially impair the use
thereof in the operation of its busi-

- ness,

(iv) Liens on property or assets
of a Restricted Subsidiary to secure
obligations of such Restricted Subsid-
iary to the Company or another Re-
stricted Subsidiary,

(v) any Lien existing on any
property of any corporation at the
time it becomes a Restricted Subsidi-
ary, Or existing prior to the time of
acquisition upon any property acquired
by the Company or any Restricted Sub-
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sidiary through purchase, merger or
consolidation or otherwise, whether or
not assumed by the Company or any Re-
stricted Subsidiary or placed upon
property at the time of acquisition by
the Company or any Restricted Subsidi-
ary or within 12 months thereafter to
secure all or a portion of (or to
secure Debt incurred to pay all or
a portion of) the purchase price
thereof, provided that (a) any such
Lien shall not encumber any other
property of the Company or such Re-
stricted Subsidiary other than leases,
maintenance contracts or other in-
terests relating to such property
which are customarily encumbered to
secure the payment of Debt incurred to
pay the purchase price of property,
and (b) the aggregate amount secured
by all such Liens (excluding amounts
secured by Liens on railroad rolling
stock and other transportation equip-
ment) and any Liens permitted by
clause (vi) below shall not exceed 3%
of Consolidated Net Tangible Assets, -

(vi) any Lien renewing, extend-
ing or refunding any Lien permitted
by clause (v) above, provided that
the principal amount secured is not
increased, and the Lien is not ex-
tended to other property, and

, (vii) Liens represented by any
equipment trust agreement or other
financing agreement relating to the
financing or refinancing of railroad
rolling stock or other transportation
equipment if the Debt secured thereby
is permitted by Section 6.05(d);

(d) Debt. Create, incur, assume, guaran-
tee or in any way become liable for any Senior
Funded Debt or create, incur, assume or suffer
to exist any Subordinated Funded Debt or Current
Debt, except
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(i) Senior Funded Debt evidenced
by the Trust Certificates,

(ii) Funded or Current Debt of any
Restricted Subsidiary to the Company
or another Restricted Subsidiary,

(iii) Senior Funded Debt of the
Company or any Restricted Subsidiary
incurred prior to March 31, 1980 if
(a) after giving effect thereto and to
the concurrent repayment of any Funded
Debt, Consolidated Senior Funded Debt
shall not exceed an amount equal to
525% of Consolidated Borrowing Base,
and (b) any such Senior Funded Debt of
any Restricted Subsidiary shall also
constitute Purchase Money Debt or be
evidenced by a Capitalized Lease,

(iv) Senior Funded Debt of the
Company or any Restricted Subsidiary
incurred after March 31, 1980 and

prior to March S3:;1983. if-{(a)-at thez: —-=

date of such incurrence Consolidated
Earnings Available for Interest Cover-
age shall not be less than 125% of
Consolidated Interest Expense, (b)
after giving effect thereto and to the
concurrent repayment of any Funded
Debt, Consolidated Senior Funded Debt
shall not exceed an amount equal to
525% of Consolidated Borrowing Base,
and (c) any such Senior Funded Debt of
any Restricted Subsidiary shall also
constitute Purchase Money Debt or be
evidenced by a Capitalized Lease,

(v) Senior Funded Debt of the
Company or any Restricted Subsidiary
incurred after March 31, 1983 if (a)
at the date of such incurrence Consol-
idated Earnings Available for Interest
Coverage shall not be less than 125%
of Consolidated Interest Expense, (b)
after giving effect thereto and to
the concurrent repayment of any Funded
Debt, Consolidated Senior Funded

59



Debt shall not exceed an amount equal
to 450% of Consolidated Borrowing
Base, and (c¢) any such Senior Funded
Debt of any Restricted Subsidiary
shall also constitute Purchase Money
Debt or be evidenced by a Capitalized
Lease,

(vi) Subordinated Funded Debt of
the Company if after giving effect
thereto the aggregate Subordinated
Funded Debt shall not exceed 50% of
Consolidated Shareholders' Equity,
and

(vii) Current Debt of the Company
or any Restricted Subsidiary, provided
that during the twelve months' period
immediately preceding any day on which
Consolidated Current Debt is outstand-
ing there shall have been a period of
at least 45 consecutive days during
which there was either no Consolidated

Current.:Debt. then . cutstanding-rer.-:ithe:: =zn: .

aggregate amount of Consolidated
Current Debt outstanding on each of
such days could have been incurred as
Consolidated Senior Funded Debt
without violating the provisions of
this Section 6.05(d);

(e) Loans, Advances and Investments. Make
or permit to remain outstanding any loan or
advance (except travel and like advances to
officers and employees in the ordinary course of
business) to, or own, purchase or acquire any
stock, obligations or securities of, or any
other interest in, or make any capital contribu-
tion to, or sell property at less than fair mar-
ket value to any Person, except that the Company
or any Restricted Subsidiary may

(i) make or permit to remain out-
standing loans or advances to any Re-
stricted Subsidiary,

(ii) own, purchase or acquire
stock, obligations or securities of a
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Restricted Subsidiary or of a corpora-
tion which immediately after such pur-
chase or acquisition will be a Re-
stricted Subsidiary,

(iii) acquire and own stock, obli-
gations or securities received 1in
settlement of debts (created in the
ordinary course of business) owing to
the Company or any Restricted Sub-
sidiary,

(iv) own, purchase or acquire
Investments, and

(v) make or permit to remain out-
standing loans or advances or capital
contributions to, or own, purchase or
acquire stock, obligations or securi-
ties of, or sell property at less than
fair market value to, any other Per-
son, provided that the aggregate
amount..expended. (in¢cluding .as_.an... ... .
expenditure the amount by which the
fair market value exceeds the cost
basis of any property sold) pursuant
to any such investment, purchase,
loan, advance, contribution or sale
(other than those referred to in
clauses (i) through (iv) of this
Section 6.05(e)) would have been
permitted to be paid as a Restricted
Payment pursuant to Section 6.05(b),

and except that any Restricted Subsidiary may make loans or
advances to, or acquire stock, obligations or securities of,
the Company, provided that after giving effect thereto the
aggregate amount of such loans and advances outstanding plus
the aggregate cost of such securities so purchased shall not
exceed $500,000 for all Restricted Subsidiaries;

(£) Sale of Stock and Debt of Restricted
Subsidiary. Sell or otherwise dispose of, or
part with control of, any shares of stock or
Funded Debt or Current Debt of any Restricted
Subsidiary, except to the Company or another
Restricted Subsidiary, and except that all




shares of stock and Debt of any Restricted Sub-
sidiary at the time owned by or owed to the Com-
pany and all Restricted Subsidiaries may be sold
as an entirety for consideration which repre-
sents the fair value (as determined in good
faith by the Board of Directors of the Company)
at the time of sale of the shares of stock and
Debt so sold, provided that the net tangible
assets of such Restricted Subsidiary (computed
in the same manner as Consolidated Net Tangible
Assets) do not constitute in excess of 10% of
Consolidated Net Tangible Assets and that
such Restricted Subsidiary shall not have
contributed in excess of 10% of Consolidated Net
Earnings for any of the three fiscal years (or
any fiscal year if there shall be less than
three) then most recently ended; further pro-
vided that immediately after such sale the
Company and its Restricted Subsidiaries shall be
able to incur an additional $1 of Consolidated
Senior Funded Debt without violating the
provisions of Section 6.05(d), and further

provided that, at..the.  time. of_such. sale, such.

Restricted Subsidiary shall not ‘'own, directly or
indirectly, any shares of stock or Debt of the
Company or of any other Restricted Subsidiary
(unless all of the shares of stock and Debt of
such other Restricted Subsidiary owned, directly
or indirectly, by the Company and all Restricted
Subsidiaries are simultaneously being sold as
permitted by this Section 6.05(f));

(g) Merger and Sale of Assets. Merge or
consolidate with any other corporation or sell,
lease or transfer or otherwise dispose of all of
or a substantial part (i.e., assets which con-
stitute more than 10% of the consolidated assets
of the Company and all Restricted Subsidiaries
or which have contributed more than 10% of Con-
solidated Net Earnings for any of the three
fiscal years (or any fiscal year if there shall
be less than three) then most recently ended) of
its assets, to any Person, except that

(i) any Restricted Subsidiary may
merge with the Company. (provided that
the Company shall be the continuing or
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surviving corporation) or with any one
or more other Restricted Subsidiaries,

(ii) any Restricted Subsidiary may
sell, lease, transfer or otherwise
dispose of any of its assets to the
Company or another Restricted Subsidi-
ary,

(iii) any Restricted Subsidiary may
sell or otherwise dispose of all or
substantially all of its assets sub-
ject to the conditions specified in
Section 6.05(f) with respect to a sale
of the stock of such Restricted Sub-
sidiary,

(iv) the Company may merge with
any other corporation, provided that
(a) the Company shall be the continu-
ing or surviving corporation, (b)
the Company as the continuing or
surviving corporation shall, im-

mediately zafter:asuch merger=be sabke-

to incur an additional $1 of Senior
Funded Debt without violating the
provisions of Section 6.05(d) and
(¢) no Default or Event of Default
shall exist immediately after such
merger,

(v) any Restricted Subsidiary may
merge with any Unrestricted Subsidi-
ary, provided that (a) the Restricted
Subsidiary shall be the continuing or
surviving corporation, (b) the Re-
stricted Subsidiary shall have assumed

all of the Debt of the Unrestricted

Subsidiary, (c) the Restricted Subsid-
iary as the continuing or surviving
corporation shall immediately after
such merger be able to incur an addi-
tional $1 of Senior Funded Debt with-
out violating the provisions of Sec-
‘tion 6.05(d), and (d) no Default or
Event of Default shall exist im-
mediately after such merger, and
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(vi) the Company or any Re-
stricted Subsidiary may sell all or
a substantial part of its assets
(other than real property) in con-
nection with an arrangement with
a lender or investor or to which
such lender or investor is a party-
if such arrangement provides for
the leasing by the Company or such
Restricted Subsidiary of such prop-
erty and the Debt incurred in such
an arrangement is permitted by Sec-
tion 6.05(4d);

(h) Sale and Lease-Back. Enter into any
arrangement with any lender or investor or to
which such lender or investor is a party provid-
ing for the leasing by the Company or any Re-
stricted Subsidiary of real property which has
been or is to be sold or transferred by the
Company or any Restricted Subsidiary to such
lender or investor on the security of such

property_or_rgntalapbligatiopswof*thevCompanyfo;m“: I

any Restricted Subsidiary;~"

(i) Sale or Discount of Receivables. Sell
with recourse, or discount or otherwise sell for
less than the face value thereof, any of its
notes or accounts receivable, except that the
Company may sell with recourse 1lease accounts
receivable in the ordinary course of business;

(3) Certain Contracts. Enter into or be a
party to

(i) any contract providing for
the making of loans, advances or capi-
tal contributions to any Person other
than a Restricted Subsidiary (except
where the obligation is limited to a
fixed maximum amount and the incur-
rence of the Senior Funded Debt
represented thereby shall then be
permitted by Section 6.05(d)) or for
the purchase of any property from any
Person, in each case in order to
enable such Person to maintain working
capital, net worth or any other
balance sheet condition: or-to pay
debts, dividends or expenses, -



(ii) any contract for the purchase
of materials, supplies or other prop-
erty or services if such contract (or
any related document) requires that
payment for such materials, supplies
or other property or services shall be
made regardless of whether or not
delivery of such materials, supplies
or other property or services is ever
made or tendered,

(iii) any contract to rent or lease
(as lessee) any real or personal prop-
erty if such contract (or any related
document) provides that the obligation
to make payments thereunder is abso-
lute and unconditional under condi-
tions not customarily found in commer-
cial leases then in general use or
requires that the lessee purchase or
otherwise acquire securities or
obligations of the lessor, except
such agreements to rent or lease

where -the zobligations dsichimitedsstiozza

fixed maximum amount and the incur-
rence of the Senior Funded Debt
represented thereby shall then be
permitted by Section 6.05(d4),

(iv) any contract for the sale or
use of materials, supplies or other
property, or the rendering of services
if such contract (or any related
document) requires that payment for
such materials, supplies or other
property, or the use thereof, or
payment for such services, shall be
subordinated to any indebtedness (of
the purchaser or user of such mater-
ials, supplies or other property or
the Person entitled to the benefit of
such services) owed or to be owed to
any Person, or

(v) any other contract which, in
economic effect, 1is substantially
equivalent to a guarantee, except for
endorsements of negotiable instruments

for collection in the ordinary course
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of business, and except where the
obligation is limited to a fixed
maximum amount and the incurrence of
the Senior Funded Debt represented
thereby shall then be permitted by
Section 6.05(4);

(k) Line of Business. Enter into a line
of business other than one relating to transpor-
tation or leasing or other similar services
unless such business is closely related to the
business then being carried on by the Company
and its Restricted Subsidiaries;

(1) Transactions With Stockholders and
Affiliates. Directly or indirectly, purchase,
acquire or lease any property from, or sell,
transfer or lease any property to, or otherwise
deal with, in the ordinary course of business or
otherwise (i) any Affiliate, (ii) any Person
owning, beneficially or of record, directly or
indirectly, either individually or together with
all other Persons to whom such Person is related
by blood,: adoptiencorsmarriageyrstock ofothess:
Company (of any class having ordinary voting
power for the election of directors) aggregating
5% or more of such voting power or (iii) any
Person related by blood, adoption or marriage to
any Person described o6r coming within the
provisions of clause (i) or (ii) of this Section
6.05(1), provided that (a) the Company may sell
to, or purchase (within the limitations of
Section 6.05(b)) from, any such Person shares of
the Company's stock, (b) any such Person may be
a director, officer or employee of the Company
or any Restricted Subsidiary and may be paid
reasonable compensation in connection therewith,
and (c) such acts and transactions prohibited by
this Section 6.05(1) may be performed or engaged
in on terms not 1less favorable to the Company
than if no such relationship described in
clauses (i), (ii) and (iii) above existed.
For the purposes of clause (c) of the foregoing
proviso, any such act or transaction shall be
deemed to be performed or engaged in on terms
not less favorable to the Company if it shall
involve an aggregate benefit to a Person or
Affiliate referred to in clause (i), (ii) or
(iii) above of less than $2,000 per year.
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SECTION 6.06. COVENANT TO SECURE TRUST CERTIFI-
CATES. The Company covenants that, if it or any Restricted
Subsidiary shall create or assume any Lien upon any of its
property or assets, whether now owned or hereafter acquired,
other than Liens excepted by the provisions of Section
6.05(¢c) (unless prior written consent to the creation or
assumption thereof shall have been obtained pursuant to
Section 9.03 and such consent shall also contain a waiver of
the requirements of this Section 6.06) it will make or cause
to be made effective provision whereby the Trust Certifi-
cates will be secured by such Lien equally and ratably with
any and all other Funded or Current Debt thereby secured as
long as any such other Funded or Current Debt shall be so
secured.

ARTICLE SEVEN

Concerning the Holders of
Trust Certificates

SECTION 7.01. EVIDENCE OF ACTION TAKEN BY HOLDERS
OF TRUST CERTIFICATES. Whenever in this Agreement it 1is
< providedsthatt the=shaltders:iof ra- speci fdedopercentagesiitsaag= 1 2g+"" -2
gregate unpaid principal amount of the Trust Certificates
may take any action (including the making of -any demand or -
request, the giving of any notice, consent or waiver or the
taking of any other action), the fact that at the time of
taking any such action the holders of such specified per-
centage have joined therein may be evidenced by any instru-
ment or any numbeér of instruments of similar tenor executed
by holders of Trust Certificates in person or by agent or
proxy appointed in writing.

SECTION 7.02. PROOF OF EXECUTION OF INSTRUMENTS
AND OF HOLDING OF TRUST CERTIFICATES. Proof of the execu-
tion of any instrument by a holder of Trust Certificates or
his agent or proxy and proof of the holding by any Person
of any of the Trust Certificates shall be sufficient if made
in the following manner:

The fact and date of the execution by any such
Person of any instrument may be proved by the certificate of
any notary public or other officer of any jurisdiction with-
in the United States of America authorized to take acknowl-
edgments of deeds to be recorded in such jurisdiction that
the person executing such instrument acknowledged to him the
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execution thereof, or by an affidavit of a witness to such
execution sworn to before any such notary or other such
officer. Where such execution is by or on behalf of any
legal entity other than an individual, such certificate or
affidavit shall also constitute proof of the authority of
the Person executing the same.

The ownership of Certificates may be proved by the
register of such Trust Certificates or by a certificate of
the registrar thereof.

SECTION 7 03. TRUST CERTIFICATES OWNED BY COM-
PANY. In determining whether the holders of the requisite
unpaid principal amount of the Trust Certificates have con-
curred in any direction, request or consent under this
Agreement Trust Certificates which are owned by the Company
or by any other obligor on the Trust Certificates or by an
Affiliate of the Company or any such other obligor shall be
disregarded, except that for the purpose of determining
whether the Trustee shall be protected in relying on any
such direction, request or consent, only Trust Certificates
which are actually known to the Trustee at its Corporate
Trust Office to be so owned shall be disregarded.

SECTION 7.04. RIGHT OF REVOCATION OF ACTION TAKEN.
At any time prior to (but not later than) the evidencing to
the Trustee, as provided in Section 7.01, of the taking of
any action by the holders of the percentage in aggregate un-
paid principal amount of the Trust Certificates specified
in this Agreement in connection with such action, any holder
of a Trust Certificate the serial number of which is shown
by the evidence to be included in the Trust Certificates the
holders of which have consented to such action may, by fil-
ing written notice with the Trustee at its Corporate Trust
Office and upon proof of holding as provided in Section
7.02, revoke such action insofar as concerns such Trust Cer-
tificate. Except as aforesaid any such action taken by the
holder of any Trust Certificate shall be conclusive and
binding upon such holder and upon all future holders and
owners of such Trust Certificate and of any Trust Certifi-
cate issued in exchange or substitution therefor, irrespec-
tive of whether or not any notation in regard thereto is
made upon such Trust Certificate. Any action taken by the
holders of the percentage in aggregate unpaid principal
amount of the Trust Certificates specified in this Agreement
in connection with such action shall be conclusive and
binding upon the Company, the Trustee and the holders of all
the Trust Certificates.
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ARTICLE EIGHT

The Trustee

SECTION 8.01. ACCEPTANCE OF TRUST. The Trustee
hereby accepts the trust imposed upon it by this Agreement,
and covenants and agrees to perform the same as herein
expressed.

SECTION 8.02. DUTIES AND RESPONSIBILITIES OF THE
TRUSTEE. In case an Event of Default has occurred (which
has not been cured), the Trustee shall exercise such of the
rights and powers vested in it by this Agreement, and use
the same degree of care and skill in their exercise as a
prudent man would exercise or use under the circumstances in
the conduct of his own affairs. The Trustee shall not be
deemed to have knowledge of any Default or Event of Default
under this Agreement prior to the time it shall have ob-
tained actual knowledge thereof at its Corporate Trust
Office.

No provision of this Agreement shall be construed
to relieve the Trustee from liability for its own negligent
raction; ~its-own—negligentfatturé~td~aet;~or~its~wilfal mig=7* -7 ==«
conduct, except that '

(a) prior to the occurrence of an Event of
Default and after the curing of all Events of
Default which may have occurred:

(1) the duties and obligations of
the Trustee shall be determined solely
by the express provisions of this
Agreement, and the Trustee shall not
be liable except for the performance
of such duties and obligations as are
specifically set forth in this Agree-
ment, and no implied c¢ovenants or
obligations shall be read into this
Agreement against the Trustee; and

(2) in the absence of bad faith
on the part of the Trustee the Trustee
may conclusively rely as to the truth
of the statements and the correctness
of the opinions expressed therein,
upon any certificates or opinions
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furnished to the Trustee and conform-
ing to the requirements of this Agree-
ment; but in the case of any such cer-
tificates or opinions which by any
provision hereof are specifically re-
quired to be furnished to the Trustee,
the Trustee shall be under a duty to
examine the same to determine whether
or not they conform to the require-
ments of this Agreement;

(b) the Trustee shall not be liable for any
error of judgment made in good faith, unless it
shall be proved that the Trustee was negligent
in ascertaining the pertinent facts; provided,
however, that the foregoing provisions of this

subparagraph (b) shall not excuse the Trustee

from liability for its action or inaction which
was contrary to the express provisions of this
Agreement;

(c) the Trustee shall not be liable with
respect to any action taken, suffered or omitted

" to be :taken txeit mnxrgoad faith finmrtaccordances:

with the direction of the holders of 75% in
aggregate unpaid principal amount of the then
outstanding Trust Certificates relating to the
time, method and place of conducting any pro-
ceeding for any remedy available to the Trustee,
or exercising any trust or power conferred upon
the Trustee, under this Agreement;

(d) the Trustee may rely and shall be pro-
tected in acting or refraining from acting upon
any resolution, certificate, statement, instru-

~ ment, opinion, report, notice, request, consent,

order, Trust Certificate, guaranty or other
paper or document believed by it to be genuine
and to have been signed or presented by the
proper party or parties;

(e) the Trustee may consult with counsel
and any Opinion of Counsel shall be full and
complete authorization and protection in respect
of any action taken, suffered or omitted by it
hereunder in good faith and in accordance with
such Opinion of Counsel;
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(£) the Trustee shall be under no obliga~
tion to exercise any of its rights or powers
vested in it by this Agreement at the request,
order or direction of any of the holders of the
Trust Certificates, pursuant to the provisions
of this Agreement, unless such holders shall
have offered to the Trustee reasonable security
or indemnity against the costs, expenses and
liabilities which might be incurred therein or
thereby; and

(g) none of the provisions contained in
this Agreement shall require the Trustee to
expend or risk its own funds or otherwise incur
personal financial liability in the performance
of any of its duties or in the exercise of any
of its rights or powers, if there is reasonable
ground for believing that the repayment of such
funds or adequate indemnity against such risk
or liability is not reasonably assured to it.

Whether or not therein expressly so provided, every provi-

sion of this Agreement .relating-to.the conduct .or.affecting ..
the liability- of or affording protection to the Trustee-

shall be subject to the provisions of this Section 8.02.

SECTION 8.03. APPLICATION OF RENTALS. The Trus-
tee covenants and agrees to apply the rentals received by
it under Section 4.04 when and as the same shall be re-
ceived, and to the extent that such rentals shall be suffi-
cient therefor, for the purposes specified in Section 4.04.

The Trustee shall not be required to undertake any
act or duty in the way of insuring, taking care of or taking
possession of the Trust Equipment or to undertake any other
act or duty under this Agreement until fully indemnified by
the Company or by one or more holders of the Trust Certifi-
cates against all liability and expenses; and the Trustee
shall not be responsible for the filing or recording or
refiling or rerecording of this Agreement or of any supple-
ment hereto or statement of new numbers or any other state-
ment or document that may be permitted or required to be
filed, recorded, refiled or rerecorded in any jurisdiction
to protect or perfect any of the security interests contem-
plated hereby.
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SECTION 8.04. FUNDS HELD BY TRUSTEE; INVESTMENTS.
Any moneys at any time paid to or held by the Trustee here-
under until paid out by the Trustee as herein provided may
be carried by the Trustee on non-interest bearing deposit
with itself.

At any time, and from time to time, if at the time
no Event of Default shall have occurred and be continuing,
the Trustee, on Request (and as directed in such Request),
shall invest and reinvest Deposited Cash held by it or cash
deposited with it pursuant to Sections 4.06, 4.08 or 4.09
(hereinafter in this Section called Replacement Funds) in
Investments, at such prices, including any premium and
accrued interest, as are set forth in such Request, such
Investments to be held by the Trustee in trust for the
benefit of the holders of the Trust Certificates.

The Trustee shall, on Request, or the Trustee may,
in the event funds are required for payment against accep-
tance of Trust Equipment or the payment or prepayment of
Trust Certificates, sell such Investments, or any portion
thereof, and restore to Deposited Cash or Replacement Funds,
as the case.may.be,..the _proceeds .of . any such sale .up .to the ..

amount - paid- for ‘such- Investments, “including accrued "inter=-""~

est.

The Trustee shall restore to Deposited Cash or Re-
placement Funds, as the case may be, out of rent received by
it for that purpose under the provisions of Section 4.04(1),
an amount equal to any expenses incurred in connection
with any purchase or sale of Investments and also an amount
equal to any loss of principal incident to the sale or re-
demption of any Investments for a sum less than the amount
paid therefor, including accrued interest at the time of
purchase.

Until such time as, to the actual knowledge of the
Trustee (obtained at its Corporate Trust Office), there
shall be an Event of Default, the Company shall be entitled
to receive any interest (in excess of accrued interest paid
from Deposited Cash or Replacement Funds at the time of
purchase) or other profit which may be realized from any
sale or redemption of Investments.
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SECTION 8.05. TRUSTEE NOT LIABLE FOR DELIVERY DE-
LAYS OR DEFECTS IN EQUIPMENT OR TITLE. The Trustee shall
.not be liable to anyone for any delay in the delivery of any
of the Trust Equipment or for any default on the part of the
manufacturers thereof or of the Company, or for any defect
in any of the Trust Equipment or in the title thereto, nor
shall anything herein be construed as a warranty on the part
of the Trustee in respect thereof or as a representation on
the part of the Trustee in respect of the value thereof or
in respect of the title thereto or the security afforded
thereby.

The Trustee may perform its powers and duties
hereunder by or through such attorneys and agents as it
shall appoint, and shall be answerable only for its own
negligent acts, negligent failures to act and wilful mis-
conduct and not for the default or misconduct of any at-
torney or agent appointed by it with reasonable care. The
Trustee shall not be responsible in any way for, and makes
no representation with respect to, the recitals herein
contained or the execution or validity or enforceability of
this Agreement or the Trust Certificates (except for its own
execution thereof) or the guaranty by the Company.

The Trustee shall be entitled to receive payment
of all of its expenses and disbursements hereunder, includ-
ing reasonable counsel fees, and to receive reasonable com~
pensation for all services rendered by it in the execution
of the trust hereby created, all of which shall be paid by
the Company.

The Trustee in 1its individual capacity may own,
hold and dispose of Trust Certificates.

Any moneys at any time held by the Trustee or any
paying agent hereunder shall, until paid out or invested by
the Trustee or any paying agent as herein provided, be held
by it in trust as herein provided for the benefit of the
holders of the Trust Certificates.

SECTION 8.06. RESIGNATION AND REMOVAL; APPOINT-
MENT OF SUCCESSOR TRUSTEE. (a) The Trustee may resign and
be discharged of the trust created by this Agreement by giv-
ing 30 days' written notice to the Company and holders of
Trust Certificates and such resignation shall take effect
upon receipt by the Trustee of an instrument of acceptance
executed by a successor trustee as herein provided in this
Section.
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(b) The Trustee may be removed at any time by an
instrument in writing signed by the holders of 75% in ag-
gregate unpaid principal amount of the Trust Certificates
then outstanding, delivered to the Trustee and to the Com-
pany.

(c) If at any time the Trustee shall resign or be
removed or otherwise become incapable of acting or, if at
any time a vacancy shall occur in the office of the Trustee
for any other cause, a successor trustee may be appointed
by the holders of a majority in aggregate unpaid principal
amount of the then outstanding Trust Certificates by an
instrument in writing delivered to the Company and the
Trustee. Until a successor trustee shall be appointed by
the holders of Trust Certificates as herein authorized, the
Company by an instrument in writing executed by order of
its board of directors or an executive committee thereof
shall appoint a trustee to fill such vacancy. A successor
trustee so appointed by the Company shall immediately and
without further act be superseded by a successor trustee
appointed by the holders of Trust Certificates in the manner
provided above if such appointment is made within one year

after completion of the notice,. in . the .manner. prowvided. .in .
the next succeedimg-~paragraph;~of~the“appointment-of-a

successor trustee by the Company. Every successor trustee
appointed pursuant to this Section shall be a national bank
or a bank or trust company incorporated under the laws of
the State of New York having its principal office in The
City of New York and having a capital and surplus of not
less than $50,000,000, if there be such an institution
willing, qualified and able to accept the trust upon rea-
sonable or customary terms.

(d) The Company shall give notice to the holders
of all outstanding Trust Certificates of each resignation or
removal of the then Trustee and of each appointment by the
Company of a successor trustee pursuant to this Section.

SECTION 8.07. ACCEPTANCE OF APPOINTMENT BY SUC-
CESSOR TRUSTEE. Any successor trustee appointed as provided

in Section 8.06 shall execute, acknowledge and deliver to
the Company and to its predecessor trustee an instrument
accepting such appointment hereunder, and, subject to the
provisions of Section 8.06(a), thereupon the resignation or
removal of the predecessor trustee shall become effective
and such successor trustee, without any further act, deed
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or conveyance, shall become vested with all the rights, pow-
ers duties and obligations of its predecessor hereunder,
with like effect as if originally named as Trustee herein;
but, nevertheless, on the Request of the Company or writ-
ten request of the successor trustee, upon payment of its
charges then unpaid, the trustee ceasing to act shall exe-
cute and deliver an instrument transferring to such succes-
sor trustee all the rights and powers of the trustee so
ceasing to act. Upon written request of any such successor
trustee, the Company shall execute any and all instruments
in writing for more fully and certainly vesting in and con-
firming to such successor trustee all such rights and pow-
ers. Any trustee ceasing to act shall, nevertheless, retain
a lien upon all property or funds held or collected by such
trustee to secure any amounts then due it pursuant to the
provisions of Section 8.05.

SECTION 8.08. MERGER OR CONSOLIDATION OF TRUSTEE.
Any corporation into which the Trustee may be merged or con-
verted or with which it may be consolidated or any corpora-
tion resulting from any merger, conversion or consolidation
to which the Trustee shall be a party shall be the successor
of the Trustee hereunder, provided such corporation shall be
qualified under the=prowvisions:of..Section=8.06,.without_the.. ... -
execution or filing of any paper or any further act on the
part of any of the parties hereto, anything herein to the
contrary notwithstanding.

SECTION 8.09. RETURN OF CERTAIN MONEYS TO COM-
PANY. Notwithstanding any provision of this Agreement, any
moneys paid to the Trustee which are applicable to the pay-
ment of the principal of, or interest on, any Trust Certifi-
cates shall remain unclaimed for five years after the day
when such moneys were due and payable shall then be repaid
to the Company upon Request, and the holders of such Trust
Certificates shall thereafter be entitled to look only to
the Company for payment thereof and all 1liability of the
Trustee with respect to such moneys shall thereupon cease;
provided, however, that before the repayment of such moneys
to the Company as aforesaid, the Trustee may first publish a
notice, in such form as may be deemed appropriate by the
Trustee, in respect of the Trust Certificates so payable and
not presented and in respect of the provisions hereof
relating to the repayment to the Company of the moneys
held for the payment thereof.
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ARTICLE NINE

Miscellaneous

SECTION 9.01. RIGHTS CONFINED TO PARTIES AND
HOLDERS. Nothing expressed or implied herein is intended or
shall be construed to confer upon or to give to any Person,
other than the parties hereto and the holders of the Trust
Certificates, any right, remedy or claim under or by reason
of this Agreement or of any term, covenant or condition
hereof, and all the terms, covenants, conditions, promises
and agreements contained herein shall be for the sole and
exclusive benefits of the parties hereto and their succes-
sors and of the holders of the Trust Certificates.

SECTION 9.02. NO RECOURSE. No recourse under any
obligation, covenant, or agreement of this Agreement, or of
the guaranty endorsed on any Trust Certificate, shall be had
against any incorporator, stockholder, officer or director,
past, present or future, of the Company, as such, solely by
reason of the fact that such person is an incorporator,
stockholder, officer or director, whether by virtue of any

constitutional provision, statute or _rule_of law.or by the.,

enforcement of any assessment or penalty or otherwise, all ~
such liability, whether at common law, in equity, by any
constitutional provision, statute or otherwise, of incorpo-
rators, stockholders, officers or directors being forever
released as a condition of and as consideration for the exe-
cution of this Agreement. ‘

SECTION 9.03. AMENDMENT OR WAIVER. Any provision
of this Agreement may be amended or waived with the written
consent of the holders of not less than 75% of the aggregate
unpaid principal amount of the Trust Certificates then
outstanding; provided, however, that without the consent of
the holders of 100% of the aggregate unpaid principal amount
of Trust Certificates then outstanding, no such amendment or
waiver shall (1) reduce the amount of principal, change the
amount or dates of payment of instalments of principal or
reduce the rate or extend the time of payment of interest
with respect to the Trust Certificates, (2) reduce the
amount of or extend the time of payment of any rentals
payable under the Agreement or release or_provide for
the release of any of the Trust Equipment -or any other
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property or cash held by the Trustee in trust, otherwise
than as expressly permitted by the present terms of this
Agreement, or (3) reduce the percent of the aggregate unpaid
principal amount of Trust Certificates then outstanding, the
holders of which are required to approve any amendment or to
effect any waiver.

SECTION 9.04. BINDING UPON ASSIGNS. Except as
otherwise provided herein, the provisions of this Agreement
shall be binding upon and shall inure to the benefit of the
parties hereto and their respective successors and assigns.

SECTION 9.05. NOTICES. All demands, notices and
communications hereunder shall be in writing and shall be
deemed to have been duly given if personally delivered at
or mailed postage prepaid by registered mail to (a) in
the case of the Company, Three Embarcadero Center, San
Francisco, California 94111, or such other address as may
hereafter be furnished to the Trustee in writing by the Com-
pany and (b) in the case of the Trustee, 30 West Broadway,
New York, New York 10015, or such other address as may here-
after be furnished to the Company in writing by the Trustee.
An affidavit by any person representing or acting on behalf
of the “Company-orsthe “Frustee~as~te such-maiting7 having~the-~ -~=
registry receipt attached, shall be conclusive evidence of
the giving of such demand, notice or communication.

SECTION 9.06. EFFECT OF HEADINGS. The Article
and Section headings herein are for convenience only and
shall not affect the construction hereof.

SECTION 9.07. DATE EXECUTED. This Agreement
shall be deemed to have been executed on the date of the
acknowledgment thereof by the officer of the Trustee who
signed it on behalf of the Trustee.

SECTION 9.08. NEW YORK LAW GOVERNS. The provi-
sions of this Agreement, and all the rights and obligations
of the parties hereunder, shall be governed by the laws of
the State of New York.

IN WITNESS WHEREOF, the Company and the Trustee

have caused their names to be signed hereto by their respec-
tive officers thereunto duly authorized and their respective
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Trust Officer
.. - [CORPORATE 'SEAL]

-
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corporate seals, duly attested,

to be hereunto affixed as of
the day and year first above written.

MORGAN GUARANTY TRUST COMPANY
OF NEW YORK, as Trustee

° Attest:

)Y

\\‘ »

ssistant Secretary

BRAE CORPORATION

e L

Vice President
: [CORPORATE SEAL]




»

4y

STATE OF NEW YORK )

) ss.:
COUNTY OF NEW YORK )

On this 29th day of November, 1978, before me per-

- sonally appeared P.J. CROOKS, to me personally known, who

being by me duly sworn, says that he is a Trust QOfficer of
MORGAN GUARANTY TRUST COMPANY OF NEW YORK, that one of the
seals affixed to the foregoing instrument is the corporate
seal of said trust company, that said instrument was signed
and sealed on behalf of said trust company by authority of
its Board of Directors; and he acknowledged that the execu-
tion of the foregoing instrument was the free act and deed
of said trust company.

| QWWQ .
C/ Notary PubXic V///"

(’SEAL‘) GUY C. DEMPSEY JR.

Notary Public, State of New York
No. 31-4669710
Qualified in New York County
Commission Expires March 30, 1980

STATE OF NEW YORK )
_ ) Ss.:
COUNTY OF NEW YORK )

On this 29th day of November, 1978, before me per-
sonally appeared LAWRENCE W. BRISCOE, to me personally
known, who being by me duly sworn, says that he is the Vice
President-Finance of BRAE CORPORATION, that one of the seals
affixed to the foregoing instrument is the corporate seal of
said corporation, that said instrument was signed and sealed
on behalf of said corporation by authority of its Board of
Directors; and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said
corporation.

%(’ﬁo/wea/)

C)Notary Publi

(SEAL) GUY C. DEMPSEY, JR
Notary Public, Stata of New York

- . - No. 31-4663710

- Qualified in New York County
Commission Expires March 30, 1980



