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E5GE CoMmssion

Gentlemen: o

Enclosed for recordation under the provisions of
Section 20c of the Interstate Commerce Act, as amended, are

the original and three counterparts of an Eguipment Lease No.
1 dated as of March 1, 1978.

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

The names and addresses of the parties are:

Lessor: Continental Illinois National Bank

and Trust Company of Chicago, as

'mw” Trustee under Chicago North Western
o Trust No. 78-1
nnAﬂ‘ 231 South LaSalle Street
‘ ﬂtl_‘\ 31

Chicago, Illinois 60693

Lessee: Chicago and North-Westéranransporation
Company
400 West Madison Street

Chicago, Illinois 60606

The undersigned is the Lessor mentioned in the enclosed
documents and has knowledge of the matters set forth therein.

Please return the original and two copies of the
Equipment Lease No. 1 to Robert Nash, Chapman and Cutler,

111
West Monroe, Chicago, Illinois 60603.

Enclosed is a check in the amount of $50 00 covering
the filing fee.

Very truly yours,

CONTINENTAL ILLINOIS NATIONAL
BANK AND TRUST COMPANY OF CHICAGO,
as Trustee under Chicago North

Western Trusb No 78~‘ ,
‘l,' . :
hﬁm (
By i :.'lw""“"ﬂﬂ"' % e b 2 q""‘“““‘"‘w«fﬂ:!'fmmm ----- -
‘ 5 ’n‘(b . : - hr'i.l"’ .]E}T“I"'ﬂ e ,»";r
Enclosure wﬁﬁlﬂ”, o ident i
N . :"“*.u;" BN ‘@E\:% . ’
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DESCRIPTION OF EQUIPMENT

Description Quantity
1,958 cu. ft. capacity 100
Ballast Cars

65' Wheel Transport 25
cars , '
Budd Track 1
Geometry Car ‘ '

Rzil Train -~ Flat Cars 26

SCHEDULE A

Identifying Number

Debtor

CNW X 201826to X 201919,

both inclusive

CNW.

CNW
CNW
CNW
CNW
CNW

CNW

CNW
CNW
CHNW
CHNW
CHW
CNW

CNW

- e R R T

200679,
200683,
200687,
200691,
200695,
200699,
200703,
200707,
200711,
200715,

200719,

200723,
200727

04

CNW
CNW
CNW
CNW
CNW
CNW
CNW
CNW
CNW
CNW
CNW
CNW

CNW X 251250 to

CNW X 251275, both

inclusive

b bd Dd b4 DG D DG g g g o

200681,
200685,
200689,
200693,
200697,
200701,

200705,
200709,
200713,
200717,
200721,
200725,
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EQUIPMENT LEASE NO.

Dated as of March 1,

Between
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1978

CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST COMPANY

OF CHICAGO,

as Trustee under Chicago North Western Trust No. 78-1

and

LESSOR

CHICAGO AND NORTH WESTERN TRANSPORTATION COMPANY

LESSEE

(Chicago North Western Trust No. 78-1)
(100 Rebuilt Ballast Cars)

(25 Rebuilt Wheel Transport Cars)

(1 Rebuilt Track Geometry Car)

(26 Rebuilt Rail Train-Flat Cars)



TABLE OF CONTENTS

Section Heading

Par‘ties L RN B Y A A I N I B B A A A AT B A B N IR R I B O B B N IR 20 B B B I AN B I A

1.

11.

Purchase, Reconstruction and Delivery of Eguipment ...

Purchase and Reconstruction Arrangements .......
Delivery and Acceptance of Items .e.ieeeseeenranes
Lessee's Satisfaction with Equipment;
Conformance with Specifications and

Requirements ..ceeeessaessosossnssescsosssnsccsns

=

.1
.2
.3

Rentals and Payment Dates ® & 5 ® & 0 5 & P WP & D E B S PP B LRSS es
2.1. Rentals fop Equipment ® & & & & &£ 9 & 5 8 S 2B NS NS S SR PSR
2.2. Adjustment’ Of Rentals ® B % & & 0 B & B S B B F S PSP eI R
2.3. PRental Payment DatesS ceeeesecsersncssnnscasasenss
2.4, Place of Rent Payment ....eeecececscoosssssesecs
205. Net Lease L 2K T A T R T N SN N RN RN NN BN BN BN NN BN Y B DY BEE DN N RN AN REE BEY REK DAY BN BEE BN BE BN B ]
Term Of the LeaSe .uveeeesesescconesoscsasosssanesonoss
Ownership and Marking of Equipment .c.eiecriesosntoesnsass
u‘l‘ Rete.ntion OfTitle .l.‘..l.l...l."I.'..Ci‘."‘l‘
4,2. Duty to Number and Mark FEouipment ....c.vceeveee
4.3. Prohibition Against Certain Designations .......
Disclaimer of WarrantiesS .ciseesecscesesossscenssasnsen

Lessee's Indemnity ® 6 8 5 0 S B B S B S S S EF R G E P E OSSN e e

601! SCOpe Of Indemnity IR B R B Y S S S A R IR N B B IR R N R B Y B A A ]

6.2, Continuation of Indemnities and Assumptions ....

Rules, Laws and REgUlALiONS +eveeerovosoresoscconanans
Use and Maintenance of EQUiIpment ...eeeveeecceeeecenns
Liens on Equipment ..ceeievenrsoscesrsncvasossssaccscsens
Filing, Payment of Fees and TaXeS .eeecesescseserosoces

10‘1. Filing 5 0 5 5 5 085 S H S B S EEE GBS TS SIS EETIEONENATSE
10.20 Taxes ....l'.'..l..ll’..l’“.l.’..0.'0'0.0!....".

Insurance; Payment for Casualty Occurrence ...ceeveeses
ll.l' Insurance LR N TIY S TN I Y T B TN I TN TR Y NI N RN SR TN N I B B N AR BN BN R BN R I B

11.2. Casualty Occurrence and Duty of Lessee to
Notify Lessor.‘..l'.0'....’....0.‘0.Q.‘O...."O.

Page

n

oo o0 -3 | -3 ~ N (o) (o5} (O RS RUL RV NN

O O O

10
13
13
15



« . T .y

’ v a_.
. Section Heading Page

11.3. Payment for Casualty OCCUrPeNnCe.icesvassonsesess 15
11.4. Optional Retirement of Equipment.....eeeeecssse 16
11.5. Rent Termination ...eceeessocesesosescosansconns 16
11.6. Disposition of Equipment ...civieesveccsocsoanes 16
11.7. Casualty VAalUE tievsesenssrossssscratonsenrosnssne 17
11.8. Risk Of LOSS tvveueesesorsososoncssssasnsosssons 17
11.9. Eminent DOmMEBIN ..o cosnnonssnvessonsvsssoasoasas 17

120 Annual REPOPtS>o¢--ll.ocoa0000000Ovboou’o’v..co.onocco 18

12.1. Duty of Lessee to Furnish ..ceieversnrsocecsncces 18
12.2. Lessors's Inspection Rights «.veerierernererncens 18

13. Return of Equipment Upon Expiration of Term ..ceeeecess 18
1”‘ Default " e 8 E BRSPS E SRS e NS ERN S EEEE ST S NS PE ®E S s 19
14-1. Events Of Default L2 I I BN I I L T DR R DR B DK IR DR R TN N REE NN BN BN NN Y B 19
14.2. Remedies L 20N AN S TN AN NN BN RN NNE NN JNE Y BEE N NEE NEE NN BN N N NN DN AN Y TN Y BEY I NN B DY DY Y RN N JNE AN 21
14.3. Cumulative Remedies ..viviencsescanvosssccnaanas 22
14.4, Lessor's Failure to Exercise Rights .ceeeeesass 22
15. Return of Equipment Upon Default ¢iieeeierinvesassncens 22
15.1. Lessee's Duty to RetUPrn .s.eeveenarsseraccscesas 22
15.2. Specific Performance ....cccvevecccacasosesaans 23
15.3. Lessor Appointed Lessee's Agent (...evesnnvenes 23
16. Assignments DY LeSSOP tieriesencresocsnsessnsasasasnsans 23

17. Assignments by Lessee; Use and Possession .c.eeeccaeces 2y

17.1. Lessee's Rights to the Equilpment ....ceveeveens 24
17.2. Use and Possession on Lines Other Than Lessee's
Own ® 8 & B & 5 8 BN B S S SO FC N O F GBS RE L BSES S N NSNS NSRS B 2“

17.3. Merger, Consolidation or Acquisition of Lessee. 25
18. Options to Purchase and ReNeW....eeeesesosoeecossseass 25
18.1. Option to PP CHAS e o e e v oeeneesannnnesensnnenens 25
18.2' Renewal Options LK I BN BN NN Y N I NN DN TN N NN N DR NEE JER BN 2NN DR DR TN BN IR SN BN B BN B 27
18.3. Deliver‘y Of Equipment LI I TR TN I RN REE TR IEE N JEK T Y K IR N B R BN K B B B B 28

19. Interest on Overdue Rentals and Amounts Paid by
LESSOP L 2K IO N NN N IEE NN IR I TN BN TR N I R Y IR R T I I R REE TN BN O K N BN NN TR DN DNC RN R R B I I IR BN B B 28

20. Miscellaneous L I I I T Y O I I R B I I I R BN N R B K N B I BN BE B NN R Y N R RN 28
20.1. Limitations of Liability .veeeeviocensecnnannns 28
20.2. NotiCeS @ & % 4 % B 8 F S F S &SP E ST S S ST SRS NS 29

20.3. Right of Lessor to Perform ..ceceersanescnnonsen 29
20.4., Execution in Counterparts .ccceeceescesscconases 29

ii



Section Heading . Page

20.5‘ Law Governing....l..D!ll'..'....C."".."...Ol 30
20.6. Headings and Table of Contents ..evesesesecoons 30
20.7. Severability L 20 NN TN BT AN BN BN N BN JEE NN TR BN NR BN NN TR Y BN NEE BN BEL JEE BEN BEE BN BEE NN SN NN BNE BN I ) 30

Attachments to Equipment Lease:

Schedule
Schedule

- Schedule of Casualty Value - Rail Train-Flat Cars
- Schedule of Insurance

Schedule A-1 - Description of Ballast Cars
Schedule A-2 - Description of Wheel Transport Cars
Schedule A-3 - Description of Track Geometry Car
Schedule A-~Y4 -~ Description of Rail Train-Flat Cars
Schedule B - Certificate of Acceptance Under Equipment Lease
Schedule C-1 - Schedule of Casualty Value - Ballast Cars
Schedule C-2 -~ Schedule of Casualty Value - Wheel Transport Cars
Schedule C-g - Schedule of Casualty Value -~ Track Geometry Car

C

D

iii



r ]

1 “ ’ ‘—‘ © 3

CHICAGO AND NORTH WESTERN TRANSPORTATION COMPANY

FQUIPMENT LEASE NO, 1

THIS EQUIPMENT LEASE NO. 1 dated as of March 1, 1978
between CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST COMPANY OF
CHICAGO, a national banking association, as trustee (the "Lessor")
under an Amended and Restated Equipment Leasing Trust Agreement
dated as of March 1, 1978 with COBAK CORPORATION, a Delaware
corporation (the "Trustor"), providing for the creation of
the trust known as Chicago North Western Trust No. 78-1, and
CHICAGO AND NORTH WESTERN TRANSPORTATION COMPANY, a Delaware
corporation (the "Lessee");

WITNESSETH:

That for and in consideration of the premises and of
the rental to be paid and the covenants hereinafter mentioned the
parties hereby agree as follows:

SECTION 1. PURCHASE, RECONSTRUCTION AND DELIVERY OF FQUIPMENT.

1l.1l. Purchase and Reconstruction Arrangements. HNorth
Western Leasing Company, a Delaware corporation (the "Seller") and
the Lessor have entered into an Amended and Restated Hulk Purchase
Agreement dated as of March 1, 1978 (the "Hulk Purchase Agreement")
providing for the sale by the Seller to the Lessor of certain used
items of railroad equipment, and the Lessor and the Lessee have entered
into an Amended and Restated Reconstruction Agreement dated as of
March 1, 1978 (the "Reconstruction Agreement") providing for the
reconstruction by the Lessee of said items of railroad equipment
into those reconstructed items of railroad equipment (collectively
the "Equipment" or "Items of Equipment™ and individually an
"Item" or "Item of Equipment") described in Schedules A-1l, A-2,
A-3 and A-Y4 attached hereto and made a part hereof in accordance
with the specifications (the "Specifications™) referred to in the
Reconstruction Agreement, and upon delivery of each Item of Equipment
and the acceptance of such Item of Equipment as provided in Section
1.2 hereof, the Lessor shall lease and let such Item of Egquipment
to the Lessee and the Lessee shall hire such Item of Ecuipment from
the Lessor for the rental and on and subject to the terms and conditions
herein set forth. The Lessor, the Lessee and the Trustor have
‘entered into a Participation Agreement dated as of March 1, 1978
(the "Participation Agreement®) with Harris Trust and Savings Bank,
as Security Trustee (the "Security Trustee") and the parties named
in Schedule 1 (the "Lenders") to the Participation Agreement, setting
forth the understanding and agreement of said parties as to the
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arrangements for payment by the Lessor of the cost of purchase
of said used items of railroad equipment and for the reconstruction

thereof into the Equipment.

1.2. Delivery and Acceptance of Items. The Lessor
will cause each Item of Equipment to be tendered to the Lessee
at such point or points as may be determined in accordance with
the provisions of Section 2 of the Reconstruction Agreement.
Upon such tender, the Lessee will cause an inspector designated
and authorized by the Lessee to inspect the same, and, if such
Item of Equipment is found to be in good order, to accept
delivery of such Item of Equipment and to execute and deliver
to the Lessor a Certificate of Acceptance in the form attached
hereto as Schedule B (the "Certificate of Acceptance") with
respect to such Item of Equipment; provided, however, that the
Lessee shall not accept and the Lessor shall have no obligation
to lease any Item of Eguipment delivered after the Outside Delivery
Date therefor set forth in the Schedule to this Lease describing
said Item.

1.2. Lessee's Satisfaction with Equipment; Conformance
with Specifications and Requirements. The Lessee's execution and
delivery to the Lessor of a Certificate ¢f Bcceptance with respect
to each Item of Equipment shall conclusively establish that such
Item of Equipment is acceptable to and accepted by the Lessee under
this Lease, notwithstanding any defect with respect to design,
manufacture, condition or in any other respect, and that such Item
of Equipment is in good order and condition and appears to conform
to the Specifications (as defined in the Reconstruction Agreement)
applicable thereto and to all applicable United States Department
of Transportation and Interstate Commerce Commission requirements
and specifications, if any, and to all standards recommended by
the Association of American Railroads applicable to railroad
equipment of the character of the Equipment as reconstructed as
of the date of this Lease. By execution and delivery of such
Certificate of Acceptance, the Lessee represents that it has
no knowledge of any such defect.

. SECTION 2. RENTALS AND PAYMENT DATES,

2.1. Rentals for Equipment. The Lessee agrees to pay
the Lessor, on the dates provided in Section 2.3 hereof, the follow-
ing rentals for each Item of Equipment leased hereunder:

(a) Interim Rental. For each Item of Equipment, one
(1) installment of interim rental ("Interim Rental") on the
Total Cost of such Item (as set forth in the Schedule
describing said Item of Egquipment) at a rate per annum
(computed on the basis of the actual number of elapsed
days) equal to 125% of the Continental Prime Rate, which
rate shall change when and as said Continental Prime Rate
changes, for the period from and including the date on which
such Item is accepted hereunder by the Lessee to, but not




including, the Term Lease Commencement Date (as herein-
after defined) for such Item.

Continental Prime Rate shall mean the rate of interest
charged from time to time by Continental Illinoils National
Bank and Trust Company of Chicago to its largest and most
credit-worthy commercial borrowers on 90-day unsecured
commercial loans.

(b) Fixed Rental. For each Item of Equipment, forty-
eight (48) consecutive quarterly installments of rental (the
"Fixed Rental"), each in the amount set forth in the Schedule
describing said Item.

2.2. Adjustment of Rentals. In determining the amount
of each installment of Fixed Rental payable pursuant to Section
2.1 hereof, the Trustor and the Lessee have assumed the following:
(a) that on each Closing Date (as defined in the Participation
Agreement) the Lenders will make the loans in the amounts and in
the manner contemplated by the Participation Agreement; and (b)
that the interest rate payable in respect of the Secured Notes (the
"Term Notes") issued or to be issued to the Lenders by the Lessor
to finance a portion of the Total Cost of Equipment (as defined in.
the Participation Agreement) shall be at the rate of 9% per annum
for as long as the Term Notes remain outstanding. In the event that:
(x) any Lender shall fail to make 1its respective loan on a Closing
Date; or (y) the interest rate payable in respect of the Term Notes
shall at any time be or become more or less than 9% per annum, each
of the unpaid installments of Fixed Rental and the Casualty Values
shall be adjusted to an amount as shall, in the reasonable opinion
of the Trustor, cause the Trustor's after-tax economic yields and
cash flows (computed on the same assumptions, including tax rates,
as were utilized by the Trustor in originally evaluating this trans-
action) to equal the after-tax economic yields and cash flows that
would have been realized by the Trustor if the Lenders had made thelr
loans pursuant to the Participatlion Agreement or such interest rate
had not changed; provided, that the Fixed Rental and the Casualty
Values, as s0 adjusted, with respect to any Item of Equipment shall
in no event be reduced below amounts necessary to discharge that
portion of the principal of and/or interest on the Term Notes due
and payable on each rent payment date under this Lease.

2.3. Rental Payment Dates. The instaliment of Interim
Rental and the installments of Fixed Rental for each Item of
Equipment shall be due and payable as follows:




Term Lease
Commencement Date
and Date for Payment

Date of Delivery Date for Payment

and Acceptance

Items delivered and
accepted during the
period from April 1,
1978 to and including
June 30, 1978

Items delivered and
accepted during the
period from July 1,
1978 to and including
September 30, 1978

" Items delivered and
accepted during the

" period from October 1,

1978 to and including

December 31, 1978

Items delivered and
accepted during the
period from January 1,
1979 to and including
March 31, 1979

of Interim Rental

July 12, 1078

October 12, 1978

January 12, 1979

April 12, 1979

-l

of Fixed Rental

Forty-eight (48)
guarterly install-
ments, payable on
October 12, 1978
and on the 12th
day of each
January, April,
July and October
thereafter to and
including July 12,
19390

Forty-eight (48)
guarterly install-
ments, payable on
January 12, 1979 and
on the 1l2th day of
each April, July,
October and January
thereafter to and
including October 12, .
1990

Forty-eight (48)
guarterly install-
ments, payable on
April 12, 1979 and
on the 12th day of
each July, October,
January and April
thereafter to and
including January 12,
1991

Forty-eight (48)
guarterly install-
ments, payable on

July 12, 1979 and

on the 12th day of
each October, January,
April and July there-
after to and including
April 12, 1991
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Each of the dates set forth in this Section 2.3 under the heading
entitled "Term Lease Commencement Date and Date for Payment of
Interim Rental" 1s hereinafter individually referred to as "Term
Lease Commencement Date." If any of the rent payment dates is not

a business day, the rent payment otherwlise payable on such date

shall be payable on the next succeeding business day. For purposes

of this Lease, the term "business day" means calendar days, excluding
Saturdays, Sundays and holidays on which banks in the State of
Illinois are authorized or required to close.

2.4. Place of Rent Payment. The Lessor irrevocably
instructs the Lessee to make all payments [other than as provided
in the next following sentence of this Section 2.4 and other than
payments owing to the Lessor pursuant to Sections 6, 10.2, 11.1
(with respect to publlc 1liability insurance) and 20.3 hereof or
payments due or becoming due following the payment in full of all
principal, premium, 1f any, and interest on the Term Notes of the
Lessor issued pursuant to the Participation Agreement and the Interim
Notes (the "Interim Notes") of the Lessor issued pursuant to the
Amended Interim Loan Agreement dated as of March 1, 1978 (the "Interim
Loan Agreement") between the Lessor and Continental Illinols Leasing
Corporation (the "Interim Lender"), which payments shall be made
directly to the Lessor or the Trustor at such place and in such
manner as the Lessor shall specify to the Lessee in writing] provided
for in this Lease at the principal office of the Security Trustee
for the account of the Lessor payable to the Security Trustee,
with instructions to the Security Trustee, first, to apply such
payments to satisfy the obligations of the Lessor in respect of the
Term Notes known to the Security Trustee to be due and payable
on the date such payments are due and payable hereunder, and second,
so long as no Event of Default hereunder or under the First Securilty
Agreement-Trust Deed dated as of March 1, 1978 (the "Security Agree-
ment") between the Lessor and the Security Trustee shall have occurred
and be continuing, to pay any balance promptly to the Lessor. The
Lessor further irrevocably instructs the Lessee to make payments in
respect of the Interim Notes directly to the Interim Lender in :
accordance with the terms of the Interim Loan Agreement. The Interim
Notes and the Term Notes are hereinafter collectively referred to
as the "Notes". The Lessee agrees that 1t will make all payments
due hereunder by wire transfer at the opening of business on the
due date of such payment of Federal or otherwise immediately available
funds to the party to whom such payment is to be made, or, if so
requested in writing by a party entitled to recelve a payment
hereunder, by check of the Lessee drawn on a bank located in Chicago,
Illinoils, and mailed to such party at the address so provided.

2.5, Net Lease. This Lease 1s a net lease and the Lessee
shall not be entitled to any abatement of rent or reduction thereof,
including, but not limited to, abatements or reductions due to any
present or future claims of the Lessee against the Lessor under this
Lease or otherwise or against any assignee of the Lessor pursuant to
Section 16 hereof, nor except as otherwise expressly provided herein,
shall this Lease terminate, or the respective obligations of the Lessor
or the Lessee be otherwlse affected, by reason of any defect in
or damage to or loss or destruction of all or any of the Equipment

-5-
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from any cause whatsoever, the taking or requisitioning of the
Equipment by condemnation or otherwlise, the lawful prohibition
of the Lessee's use of the Equipment, the interference with such
use by any private person or corporation, the 1nvalidity or unenforce-
ability or lack of due authorization or other infirmity of this
Lease, or lack of the right, power or authority of the Lessor
to enter into this Lease, or for any other cause whether similar
or dissimilar to the foregoing, any present or future law to the
contrary notwithstanding, it being the intention of the parties
hereto that.the rents and other amounts payable by the Lessee
hereunder shall continue to be payable in all events unless the
obligation to pay the same shall be terminated pursuant to Section
11 hereof, or until, pursuant to Section 13 hereof, the Equipment
has been stored by the Lessee for the Lessor for the full period
therein provided or leaves the Lessee's lines for off-line delivery
to the Lessor.

SECTION 3. TERM OF THE LEASE.

The term of this Lease as to each Item of Equipment shall
begin on the date of the delivery to and acceptance by the Lessee
of such Item of Equipment and shall terminate twelve (12) years
following the Term Lease Commencement Date in respect of such
Item, subjJect to the provisions of Sectlons 11 and 18 hereof.

SECTION 4. OWNERSHIP AND MARKING OF EQUIPMENT.

4,1. Retention of Title. The Lessor, as between the
Lessor and the Lessee, shall and hereby does retain full legal title
to the Equipment notwithstanding the delivery thereof to and posses-
sion and use therecf by the Lessee.

h,2. Duty to Number and Mark Equipment. The Lessee will
cause each Item of Equipment to be kept numbered with its respective
road number as set forth in Schedule A-1, A-2, A-3 or A-4 hereto,
as the case may be, and will keep and maintain, plalnly, distinctly,
permanently and conspicuously marked by a plate or stencll printed
in contrasting color upon each side of each Item of Equipment in
letters not less than one inch in height as follows:

"OWNED BY AND LEASED FROM A BANK OR TRUST COMPANY
AS TRUSTEE, AND SUBJECT TO A SECURITY AGREEMENT
FILED UNDER THE INTERSTATE COMMERCE ACT, SECTION 20c".

with appropriate changes thereof and additions thereto as from time
to time may be required by law in order to protect the title of the
Lessor to such Item of Equipment, 1lts rights under thils Lease and
the rights of any assignee under Section 16 hereof. The Lessee will
not place any such Item of Equipment in operatlon or exercise any
control or dominion over the same until the required legend shall
have been so marked on both sides thereof and will replace promptly
any such names and word or words which may be removed, defaced or
destroyed. The Lessee wlll not change the rcad number of any Item

-6
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of Equipment except with the consent of the Lessor and in accordance
with a statement of new road numbers to be substituted therefor,
which consent and statement previously shall have been flled with
the Lessor by the Lessee and filed, recorded or deposited in all
public offices where this Lease shall have been filed, recorded or
deposited.

4.3. Prohibition Against Certain Designations. Except
as above provided, the Lessee will not allow the name of any person,
association or corporatlon to be placed on the Equlpment as a
designation that might be interpreted as a claim of ownership;
provided, however, that the Lessee may cause the Equipment to be
lettered with the names or initials or other insignia customarily
used by the Lessee or its affiliates on railroad equipment used by
it of the same or a simlilar type for convenience of identification
of the right of the Lessee to use the Equipment under this Lease.

SECTION 5. DISCLAIMER OF WARRANTIES.

THE LESSOR LEASES THE EQUIPMENT AS-IS WITHOUT WARRANTY OR
REPRESENTATION EITHER EXPRESS OR IMPLIED, AS TO (A) THE FITNESS FOR
ANY PARTICULAR PURPOSE OR MERCHANTABILITY OF ANY ITEM OR ITEMS OF
FQUIPMENT, INCLUDING, WITHOUT LIMITATION, THEIR VALUE, CONDITION,
DESIGN OR OPERATION, (B) THE LESSOR'S TITLE THERETO, (C) THE
LESSEE'S RIGHT TO THE QUIET ENJOYMENT THEREOF, OR (D) ANY OTHER
MATTER WHATSOEVER, IT BEING AGREED THAT ALL SUCH RISKS, AS
BETWEEN THE LESSOR AND THE LESSEE, ARE TO BE BORNE BY THE LESSEE.
The Lessor hereby appolnts and constitutes the Lessee 1ts agent
and attorney-in-fact during the term of this Lease s0 long as
no Event of Default (as defined in Section 14.1 hereof) shall have
occurred and be.continuing, to assert and enforce, from time
to time, in the name and for the account of the Lessor and the
Lessee, as thelr interests may appear, but in all cases at the
sole cost and expense of the lLessee, whatever claims and rights
the Lessor may have as owner of the Equipment against any manu-
facturers or contractors in respect thereof.

SECTION 6. LESSEE'S INDEMNITY.

6.1. Scope of Indemnity. The Lessee shall defend, indem-
nify and save harmless the Lessor, the Trustor, the Security
Trustee and the Lenders and their respective successors, agents
and assigns from and against

(a) any and all loss or damage of or to the
Equipment, usual wear and tear excepted, and

(b) any claim, cause of action, damages, liability,
cost or expense (including, without limitation, counsel fees
and costs in connection therewith) which may be incurred in
any manner by or for the account of any of them (1) relating
to the Equipment or any part thereof, including, without
limitation, the possession, construction, reconstruction,

-7~
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purchase, dellvery, installation, ownership, leasing, return,
sale or disposition of the Equipment or as a result of the
use, malntenance, repair, replacement, operation or the
condition thereof (whether defects are latent or discover-
able by the Lessor or by the Lessee), (ii) by reason or as
the result of any act or omission of the Lessee for ltself
or as agent or attorney-in-fact for the Lessor hereunder,
or under any of the Operative Agreements (as defined in the
Participation Agreement and hereinafter referred to as the
"Operative Agreements"), (1il) as a result of claims for
patent infringements, or (iv) as a result of claims for
negligence or strict liabllity.in tort relating to the
Equipment or the Operatlve Agreements.

6.2. Continuation of Indemnities and Assumptions. The
indemnities and assumptions of liablility in this Section 6 contained
shall continue in full force and effect notwithstanding the termination
of this Lease, or the termination of the term hereof in respect of
any one or more Items of Equlipment, whether by expiration of time,
by operation of law or otherwlse; provided, however, that such indem~
nities and assumptions of liability shall not apply in respect
of any matters referred to in subsection (a) or clause (i), (ii)
or (iv) of subsection (b) of Section 6.1 hereof, occurring after
the termination of thils Lease, except for any such matters occurring
after the termination arising in connection with the Lessee's
assembling, delivering, storing or transporting of the Equipment as
provided 1n Section 13 or 15, as the case may be. The Lessee shall
be entitled to control, and shall assume full responsibility for,
the defense of such claim or liability, and may select such counsel
as 1t deems appropriate in connection with such matter; provided
that, if Lessor shall reasonably determine that it is in the best
interests of the Lessor or the Trustor to appoint another counsel,
then the Lessee agrees to the appolintment of such alternative
counsel as the Lessor shall select and to pay the reasonable
fees and expenses thereof. The indemnities and assumptions of
liabilities set forth in this Section 6 do not constitute a guaranty
of a residual value in the Equipment nor a guaranty of payment
of the Notes.

SECTION 7. RULES, LAWS AND REGULATIONS.

The Lessee agrees to comply with all governmental laws,
regulations, requirements and rules (including, without limitation,
the rules of the United States Department of Transportation, the
Interstate Commerce Commission and, if and to the extent permitted
thereby, the current Interchange Rules or supplements thereto
of the Mechanical Division, Association of American Raillroads
(the "A.A.R.") as the same may be in effect from time to time
with respect to the use, maintenance and operation of each Item
of Equipment subject to this Lease. In case any equipment or
appliance is required to be installed on such Item of Equipment
in order to comply with such laws, regulations, requirements
and rules, the Lessee agrees to make such changes, additions
and replacements at its own expense.
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SECTION 8. USE AND MAINTENANCE OF EQUIPMENT.

The Lessee shall use the Equipment only in the manner for
which it was desligned and intended and so as to subject it only to
ordinary wear and tear. The Lessee shall, at its own cost and
and expense, malntaln and keep the Equipment in good order, condition
and repair, ordinary wear and tear excepted, suitable for use in
interchange (if and to the extent permitted by the Interchange
Rules or supplements thereto of the A.A.R.). Except as required
by the provisions of Section 7 hereof, and except as otherwise
permitted by the provisions of this Section 8, the Lessee shall
not modify any Item of Equlpment without the prior written authority
and approval of the Lessor which shall not be unreasonably withheld;
provided that the Lessor agrees to consent to any modifications that
do not reduce the value or materially change the character of such
Item. Any parts installed or replacements made by the Lessee upon
any ltem of Equlpment pursuant to Section 7 hereof or pursuant to
its obligation to maintain and keep the Equlpment in goced order,
condition and repalr under this Section 8 shall be considered
accessions to such Item of Egulipment and title thereto shall be
immediately vested 1in the Lessor without cost or expense to the
Lessor. The Lessee shall make no other additions or improvements
to any Item of Equipment unless the same are readily removable
without causing material damage to such Item of Equipment., IF
the Lessee shall at its cost cause such readily removable additions
or improvements to be made to any Item of Equipment, the Lessee
agrees that it willl, prior to the return of such Item of Equlpment
to the Lessor hereunder, remove the same at 1ts own expense without
causing material damage to such Item of Equipment. Title to any
such readily removable additions or improvements shall remain with
the Lessee.

SECTION 9. LIENS ON THE EQUIPMENT.

The Lessee shall pay or satisfy and dlscharge any and
all claims against, through or under the Lessee and its successors
or assigns which, if unpaid, might constitute or become a lien or
a charge upon the Equipment, and any liens or charges which may be
levied against or imposed upon any Item of EqQulpment as a result
of the failure of the Lessee to perform or observe any of its cov-
enants or agreements under this Lease, but the lLessee shall not
be required to pay or discharge any -such claims so long as: (a)
it shall, in good falth and by approprilate legal proceedings contest
the validity thereof in any reasonable matter which will not affect
or endanger the title and interest of the Lessor to the Equipment,
and (b) it establishes and maintains a reserve therefor ln accordance
with generally accepted accounting principles. The Lessee's obli-
gations under this Section 9 shall survive the termination of
this Lease.

SECTION 10. PFILING, PAYMENT OF FEES AND TAXES.

10.1. Filing. The Lessee will, at 1its sole expense,
cause this Lease and the Security Agreement (or a financing
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statement of similar nature thereof if and to the extent per-

mitted or required by applicable law) to be duly filed,

recorded or deposited with the Interstate Commerce Commission in
accordance with Section 20c¢ of the Interstate Commerce Act, with

the Registrar General of Canada (with notice of such deposit to be
published in The Canada Gazette) in accordance with Section 86 of
the Railway Act of Canada and in such other places within or without
the United States as shall be required by law for the protection

of the Lessor's title to, and the Security Trustee's security interest
in, the Equipment and this Lease arising under and by virtue of

the Security Agreement. The Lessee will, from time to time, do and
perform any other act and will execute, acknowledge, deliver,

file, register and record (and will refile, re-register or rerecord
whenever required) any and all further instruments (including,
without limitation, financing and continuation statements or

similar notices thereof) required by law or reasonably reguested

by the Lessor or the Security Trustee for the purpose of protecting
the Lessor's title to, or the Security Trustee's security interest
in, the Equipment and this Lease or for the purpose of carryving

out the intention of this Lease, and in connection with any such
action, will upon the written request of the Lessor or the Security
Trustee deliver to the Lessor and the Security Trustee proof of

such filings and an opinion of the Lessee's counsel that such action
has been properly taken. The Lessee will pay all costs, charges

and expenses incident to any such filing, refiling, recording and
re-recording or depositing and redepositing of any such instruments
or incident to the taking of such action.

10.2. Taxes. (a) General Indemnity. Whether or not
any of the transactions contemplated hereby are consummated, the
Lessee agrees to pay and to indemnify and hold the Lessor, the
Collateral (as defined in the Security Agreement referred to in
Section 16 hereof), the Trustor, the Interim Lender (as defined
in the Participation Agreement), the Lenders and the Security Trustee
(hereinafter referred to individually as a "Tax Indemnitee") harmless
from and against all license and registration fees and all taxes
now or hereafter imposed by law, including, without limitation,
income, gross receipts, leasing, leasing use, franchise, sales,
use, personal property (tangible or intangible), stamp and interest
equalization taxes, levies, imposts, duties, charges or withholdings
of any nature whatsoever, together with any penalties, fines or
interest thereon (collectively, "taxes, fees or other charges")
imposed -against any Tax Indemnitee, the Lessee, any Item of Equipment
or any part thereof by any Federal, state or local government or
taxing authority, or by any foreign government or any subdivision
or taxing authority thereof, (i) upon or with respect to an Item
of Equipment or any part thereof, (ii) upon or with respect to
the reconstruction, construction, purchase, loan financing, owner=-
ship, delivery, installation, lease, possession, use, operation,
return, sale or other disposition of an Item of Equipment, (iii)
upon or with respect to payments of rent and receipts or profits
arising therefrom, and (iv) upon or with respect to the Operatlve
Agreements or the issuance of the Notes.
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The provisions of this Section 10.2(a) shall not apply
to the following taxes payable by the Trustor (as distinguished
from the Lessor): (1) Federal income taxes imposed by Sections
11, 56 or 1201(a) of the Internal Revenue Code of 1954, as amended
(the "Code") or (2) the aggregate of the following taxes up to
the amount of any such taxes which would be payable in the state
‘or locality in which the Trustor has its principal place of
business without apportionment to any other state: (i) all
state or local income taxes or franchise taxes measured solely
by net income based on such receipts or (ii) gross receipts taxes
{other than gross receipts taxes in the nature of sales, use
or rental taxes], or (iii) value added taxes in lieu of net
income taxes; provided, however, that the Lessee agrees, anything
to the contrary above notwithstanding, to pay any such taxes,
fees or other charges on or measured by any sums payable under
any of the Operative Agreements or the net income therefrom
which the Tax Indemnitee can reasonably establish are in substi-
tution for or relieve the Lessee from any tax which the Lessee
would otherwise be obligated to pay under the terms of this
Section 10.2. In the event that any taxes, fees or other charges
accrue or become payable or are levied or assessed during the
continuance of this Lease, or are levied or assessed after the
expiration of this Lease but are attributable to the period of
time during which this Lease is in existence, the Lessee's
obligation pursuant to this Section 10.2 to pay or reimburse
such taxes, fees or other charges shall continue until all such
taxes, fees or other charges are paid or reimbursed by the Lessee.
To the extent that any taxes hereinabove referred to in this
Section 10.2 are included in the Total Cost of Equipment for any
Item, the Lessee shall not be obligated under this Section 10.2
for indemnification with respect to such taxes.

(b) Further Indemnity. The Lessee further agrees
that, with respect to any payment or indemnity under this Section
10.2(a), the Lessee shall also indemnify each Tax Indemnitee
for all taxes required to be paid by such Tax Indemnitee with
respect to such payment or indemnity under the laws of any Federal,
state, local or other taxing authority in the United States of
America and with respect to any payment pursuant to this subsection
(b), after taking into account the timing and amount of any net
tax benefit to such Tax Indemnitee occasioned by the payment of
taxes, fees or other charges giving rise to such payment or
indemnity.

(e¢) Tax Returns. In case any return, statement or
report is required to be made with respect to any taxes, fees
or other charges imposed on or borne or indemnified by the Lessee
under this Section 10.2, the Lessee shall:

(i) to the extent required or permitted by law,
make and file in its own name such return, statement
or report in such manner as will show the ownership of
the Items of Equipment in the Lessor;

-]1]-



{ii) in the case of any other such return, state-
ment or report required to be made in the name of a
Tax Indemnitee, advise the Lessor and such Tax Indemnitee
of such fact and prepare such return, statement or report
for filing by such Tax Indemnitee, or, where such return,
statement or report is required to reflect items in
addition to taxes, fees or other charges imposed on or
borne or indemnified by the Lessee under this Section
10.2, provide such Tax Indemnitee with information
sufficient to permit such return, statement or report
to be properly made with respect thereto. The Lessee
shall hold each Tax Indemnitee harmless from and against
any liabilities, obligations, losses, damages, penalties,
¢laims, actions, suits and costs arising out of any
insufficiency or inaccuracy in any such return, statement,
report or information if any such insufficiency or in-
accuracy is attributable to the Lessee.

(d) Time and Manner of Indemnity Payments; Contest
Rights. Any payment or indemnity payable by the Lessee pursuant
to this Section 10.2 shall be payable at such time as the
taxes, fees or other charges giving rise to such payment or
indemnity become payable, or, in the case of any tax, fee or
other charge collected by withholding, at the time such with-
holding is required. In the case of any taxes, fees or other
charges required or permitted to be paid directly by the Lessee,
the Lessee shall make payment thereof to the appropriate taxing
or other governmental jurisdiction. In the case of any taxes,
fees or other charges paid directly by a Tax Indemnitee and in-
demnity payments for which the Tax Indemnitee is to be reimbursed
under this Section 10.2, the Lessee shall make payment to the Tax
Indemnitee entitled thereto promptly upon receipt of notice from
such Tax Indemnitee setting forth the basis for the amount of such
reimbursement. If any tax paid by withholding or on an estimated
basis by a Tax Indemnitee is later increased or decreased on a
final return, any payment previously made on account of such tax
under this Section 10.2 shall be appropriately adjusted.

Notwithstanding the foregoing, the Lessee shall be
under no obligation to pay any tax, fee or other charge so long
as such tax, fee or other charge remains unpaid and the Lessee
is contesting in its own name and in good faith and by appropriate
legal or administrative proceedings such tax, fee or other charge,
or the Trustor is reqguired to contest such imposition as provided
herein, and the nonpayment thereof, does not, in the reasonable
opinion of the Trustor, adversely affect the title, property or
rights of any Tax Indemnitee. The Lessee agrees to give the
Trustor notice of such contest brought in the Lessee's name
within 30 days after institution thereof and the Trustor agrees
to provide such information as may be reasonably requested by
the Lessee in furtherance of such contest. In the event the
Lessee (i) is prohibited by law from contesting a tax, fee or
other charge in its own name or (ii) is unable to contest a
tax, fee or other charge in its own name due to lack of necessary
information, provided that the Lessee has made a reasonable
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attempt to obtaln such necessary information and is unable to
obtain such information, the Trustor shall, upon request and

at the expense of the Lessee, take all legal and other appropriate
action reasonably requested by the Lessee to contest such impo-
sition in the case of a tax, fee or other charge in excess of
$25,000. The Trustor shall not be obligated to take any such

legal or other appropriate action unless the Lessee shall first
have indemnified the Trustor for all llabilities and expenses

which may be entailed therein. Further, the Lessee shall indemnify
and hold the Trustor harmless from and against any and all claims,
costs, expenses, damages, losses and liabilities incurred in
connection therewith as a result of, or incident to, any action
taken by the Trustor or the Lessee under this Section 10.2. The
Lessee shall be entitled to any refunds received by the Trustor or
the Lessee in respect of any imposition paid by the Lessee, provided
no Event of Default (or other event which after notice or lapse of
time or both would become an Event of Default) shall have occurred
and be continuing.

(e) Federal Tax Attributes, Indemnification Agreement.
It is the intent of the Trustor and the Lessee that this Lease will
be recognized as a lease for all Federal, state, and local income
tax purposes, that thls Lease does not convey to the Lessee any right,
title or interest in or to the Items of Equipment except as lessee
and that for Federal income tax purposes the Trustor will be treated
as the owner of the Items of Equipment and entitled to such deduc-
tions, credits and attributes as are provided by the Code with respect
to such ownership. To that end, Lessee has entered into an Income
Tax Indemnification Agreement dated as of March 1, 1978 (the '"Income
Tax Indemnification Agreement") among the Lessor, the Trustor and
the Lessee (which Income Tax Indemnification Agreement 1s hereby
incorporated herein and made a part hereof) wlth the Trustor pursuant
to which the Lessee has agreed to indemnify the Trustor against loss
of the benefit of certain such tax attributes, as more fully set forth
in such Income Tax Indemnification Agreement, in accordance with the
terms and conditions thereof.

For purposes of this Section 10.2, the term "Trustor" shall
include any member of an affiliated group, of which the Beneficiary
(as defined in the Trust Agreement referred to in the Participation
“Agreement) is, or may become, a member if consolidated, joint or com-
bined returns are filed for such affiliated group for Federal, state
or local lncome tax purposes.

The Lessee and the Trustor hereby agree that all payments
~made by the Lessee pursuant to this Section 10.2 or the Income Tax
Indemnification Agreement shall be deemed to be payments of addi-
tional rent for the Equlpment.

SECTION 11. INSURANCE; PAYMENT FOR CASUALTY OCCURRENCE.

11.l. Insurance. The Lessee will at all times while
- this Lease is in effect, at its own expense, cause to be carried
and maintained property insurance 1n respect of the Equipment at
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the time subject hereto, and public liability Iinsurance, in amounts
and against risks customarlly insured against by railroad companiles
in respect of similar equipment and in any event comparable to those
risks insured against by the Lessee in respect of similar eguipment
owned by it. If and to the extent the Lessee self-insures with
respect to any such insurance coverage within the limitations of

this Section 1l1.1, the Lessee shall set aside reserves in connection
therewlith in accordance wlth generally accepted accounting principles.
‘The Lessee currently maintains the insurance coverage described

in Schedule D attached hereto. The policies of insurance required
under this Section 11.1 shall be valid and enforceable policies
issued by insurers of recognlzed responsibility comparable to the
Lessee's present insurers. The benefits of all property insurance
shall be payable, so long as the Notes shall not have been paid

in full, to the Security Trustee and thereafter to the Lessor, and
the Lessee will deliver certificates of insurance evidencing any
property insurance effected or in force 1n accordance with the pro-
visions of this paragraph. With respect to all public liability
insurance, the Lessee shall cause each policy to cover the respective
interests of the Lessor and the Security Trustee for claims arising
from the ownership, operation, maintenance or use of the Equipment
and to name the Lessor and the Security Trustee as additional insureds.

Upon the execution of each Certificate of Acceptance,
and thereafter not less than 10 days prior to the explration dates
of any expiring policies theretofore furnished under this Section
11.1, originals of the policies and satisfactory evidence of the
payment of premiums thereon shall be delivered by the Lessee to
the Lessor and the Security Trustee except that the Lessor and the
Securlty Trustee may accept certificates of Iinsurance from a recog-
nized insurance broker of national standing, which certificates
shall be satisfactory to the Lessor and the Security Trustee.
Such policies may be blanket policies covering other eguipment not
covered by this Lease, provided that the aforementioned certificate
shall indicate that Equipment leased hereunder 1s included therein
and covered thereby to the full extent of amounts herein reqguired.
All such policies shall contain an agreement by the insurers that
such policies shall not be cancelled without at least 10 days'
prior written notice to the Lessor and the Security Trustee and that
the insurer will give notice to the Lessor and the Security Trustee
in the event of nonpayment of premlum by the Lessee when due.

Any net 1nsurance proceeds (excluding public liability
insurance) resulting from insurance carried by the Lessee or con-
demnation payments received by the Lessor 1in respect of the Equip-
ment suffering a Casualty Occurrence shall be deducted from the
amounts payable by the Lessee to the Lessor in respect of Casualty
Occurrences pursuant to this Section 11. If the Lessor shall re-
celve any such net insurance proceeds or condemnation payments
after the Lessee shall have made a Casualty Value payment pursuant
to this Section 11 without deductlon for such net insurance pro-
ceeds or such condemnation payments, the Lessor shall pay such
net insurance proceeds or condemnation payments to the Lessee up
to an amount equal to the Casualty Value wilth respect to an Item
paid by the Lessee unless an Event of Default or other event
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(hereinafter called a "Default") which with notice, demand and/or
lapse of time, would constitute such an Event of Default shall
have occurred and be continuing, 1ln which case the amount
otherwise payable to the Lessee may be retained by the Lessor

and applied to discharge the liabillities of the Lessee under
Section 11.3. The balance of such net insurance proceeds or
condemnation payments shall remain the property of the Lessor.
All net insurance proceeds (excluding public liability insur-
ance) received by the Lessor or the Lessee wlth respect to an
Item not suffering a Casualty Occurrence shall be applied in
payment of the cost of repairing the damage to such Item, but no
such proceeds shall be paid to the Lessee until the Lessor and
the Security Trustee shall have received a certificate signed

by an authorized officer of the Lessee to the effect that such
damage has been fully repaired; and any balance remaining after
the completion of such repairs shall be paid to the Lessee unless
an Event of Default or Default shall have occurred and be continu-
ing, in which case the amount otherwise payable to the Lessee

may be retained by the Lessor and applied to discharge the lia-
bilities of the Lessee under Section 11.3.

1ll.2. Casualty Occurrence and Duty of Lessee to Notify
Lessor. In the event that any Item of Equipment shall be or become
lost, stolen, destroyed, or, in the opinion of the Lessee, irreparably
damaged during the term of this Lease, including any renewal term
hereunder, or thereafter while the Item of Equipment 1s in the
possession of the lLessee pursuant to Section 13 or 15 herecf, or
shall be requisitioned or taken over by any governmental authority
under the power of eminent domain or otherwise during the term
of this Lease, including any renewal terms hereunder (any such
occurrence, except for any requisitlon which by its terms 1s for
an indefinite period or is for a stated period which does not
exceed the term of this Lease, being hereinafter called a "Casualty
Occurrence"), the Lessee shall promptly and fully (after it has
- knowledge of such Casualty Occurrence) inform the Lessor and the
Security Trustee in regard thereto and shall pay the Casualty Value
(as defined in Section 11.7 hereof) of such Item in accordance with
the terms hereof.

.11.3. Payment for Casualty Occurrence. In the event of
a Casualty Occurrence with respect to any Item of Equipment of
which the Lessee has knowledge prior to the Term Lease Commencement
Date for such Item, the Lessee, on such Term Lease Commencement
Date, shall pay to the Lessor a sum equal to the Casualty Value
of such Item of Equipment as of the date of such payment, plus
the installment of Interim Rental due on such date. In the event
of a Casualty Occurrence with respect to any Item of Equipment of
which the Lessee has knowledge on or after the Term Lease Commencement
Date for such Item, the Lessee, on the next succeeding Fixed Rental
payment date, shall pay to the Lessor a sum egual to the Casualty
Value of such Item of Equipment as of the date of such payment.
The installment of Flxed Rental in respect of the Item or Items
for which the Casualty Value is then being pald which would be
otherwise due on such date of payment of the Casualty Value need
not be paid if such Casualty Value 1s so paid. :
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11.4. Optional Retirement of Equipment. When, in the

. good faith Judgment of the Vice President-Operations and Secretary
of the Lessee, any of the Items of Equipment then leased hereunder
for a period of 6.75 years or more shall have become economically
unserviceable, the Lessee may, provided no Event of Default or
Default shall have occurred and be continuing, upon not less than

30 days' prior written notice to the Lessor and the Security Trustee,
which notice shall 1dentlfy such Item or Items of Equipment and
designate the date on which termination will be effectlve and settle-
ment therefor will be made, terminate this Lease with respect to
such Items of Equilipment as of the payment date for the twenty-eighth
installment of Fixed Rental 1in respect of such Item or Items or as
of any succeeding payment date for Fixed Rental during the original
term of this Lease with respect to such Items of Equipment upon
payment to the Lessor of an amount egqual to the Casualty Value

of such Item or Items of Equipment. For purposes of thils Section
11.4, economic unserviceability with respect to an Item of Equip-
ment shall mean that such Item is no longer economic for the Lessee
to retain because of changed economic clrcumstances, 1t being under-
stood and agreed that in making such determination interest rates or
similar finance charges payable by the Lessee in connection with the
acguisition of similar equipment under conditional sales contracts,
leases or other arrangements for deferred payment of the purchase
price, shall be disregarded.

11.5. Rent Termination. Upon (and not until) payment of
the Casualty Value in respect of any Item or Items of Equipment, the
obligation to pay rent for such Item or Iltems of Equipment accruing
on and subsequent to the Casualty Value payment date shall terminate,
but the Lessee shall continue to pay rent for all other Items
of Equipment.

11.6. Disposition of Equipment. Provided no Default or
Event of Default shall have occurred and be continuing or if, not-
withstanding either such event, the Lessor shall have so directed,
the Lessee shall, as agent for the Lessor, dispose of such Item
or Items of Equipment having suffered a Casualty Occurrence or been
the subject of a determination of economlic unserviceability pursuant
to Section 11.4 hereof as soon as it is able to do so in a commercially
reasonable manner 1n its then existing condition and location without
representation or warranty, expressed or Implied. As to each separate
Item of Equipment so disposed of and for which all rent and Casualty
Value has been paid pursuant hereto, the Lessee may, provided no
Default or Event of Default shall have occurred and be continulng,
retain all amounts arising from such disposition plus, in the case
of a Casualty Occurrence, any insurance proceeds and damages received
by the Lessee up to the Casualty Value attributable thereto and
shall remit the excess, if any, to the Lessor. In disposing of such
Item of Equipment, the Lessee shall take such action as the Lessor
'shall reasonably request to terminate any contingent liability which
the Lessor might have arising after such disposition from or connected
with such Item of Equipment. Neither the Lessee nor any "affiliate"
(as that term is hereinafter defined) of the Lessee shall be permitted
to purchase any Item of Egquipment with respect to which this Lease
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has been terminated pursuant to Section 11.3 or Section 11.4 unless
such Item cannot be made economically serviceable and as a consequence
thereof 1s to be scrapped or dismantled for the purpose of salvaging
useable parts, in which event the Lessee may purchase any such parts.
Any sale or other disposition pursuant to this section 11.6 must

be effective to fully divest the Lessor of all of the Lessor's right,
title and interest in and to, and all obligatlons of the Lessor with
respect to, such Item or Items. It is understood and agreed that

the Lessor shall not be liable to the Lessee for any costs or expenses
incurred by the Lessee in connection with the sale or other disposition
of any Item of Equipment.

For purposes of this Section 11.6, the term "affiliate"
shall mean: . (a) any subsidiary of the Lessee or any corporation or
other person reported in the published financial statements of the
Lessee on an equlty in net assets basls in accordance with generally
accepted accounting principles, or (b) any "related person" within the
meaning of Section 318 of the Code. .

11.7. Casualty Value. The Casualty Value of each Item
of Equipment shall be an amount determined as of the date the Casualty
Value 1is required to be paid as provided in this Section 11 (and
not the date of the Casualty Occurrence) equal to that percentage
of the Total Cost of Rebuillt Equipment (as defined in the Participation
Agreement) of such Item of Equipment set forth in the applicable
Schedule of Casualty Value attached hereto as Schedule C-1, C-2,
C-3 or C-U, as the case may be, opposite such date of payment. Such
Casualty Value shall in all events be sufficient in amount to satisfy
the requirements of Section 4.1(b) of the Security Agreement.

11.8. Risk of Loss. The Lessee shall bear the risk of
loss and, except as hereinabove in this Section 11 provided, shaill
not be released from its obligations hereunder in the event of any
Casualty Occurrence to any Item of Equipment from and after the date
hereof and continuing throughout the term hereof and ~during any
storage period provided 1n Sections 13 and 15 hereof until: (a)
payment of the Casualty Value and any Fixed Rental due prior to
the date of payment of such Casualty Value in respect of such Item
of Equipment has been made, (b) such Item or the salvage thereof has
been disposed of by the Lessee, and {(c¢) the title to such Item or
the salvage thereof and all risk of loss and liabilitles incident
to ownership have been transferred to the purchaser of such Item
or the salvage thereof.

11.9. Eminent Domain. In the event that during the term
of this Lease the use of any Item of Equipment is requisitioned
or taken by any governmental authorlty under the power of eminent
domain or otherwise for an indefinite period or for a stated
period which does not exceed the original term of this Lease in
respect of such Item, the Lessee's obligation to pay rent shall
continue for the duration of the requisltioning or taking of such
Item. The Lessee shall be entitled to recelve and retain for 1its
own account all sums payable for any such period by such governmental
authority as compensation for requisition or taking of possession
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of such Item to an amount equal to the rent pald or payable hereunder
‘for such period, and the balance, 1f any, shall be payable to and
retained by the Lessor as its sole property. ‘

SECTION 12. ANNUAL REPORTS.

12.1. Duty of Lessee to Furnish. On or before May 31
in each year, commencing with the year 1979, the Lessee will furnish
to the Lessor and 1ts assigns an accurate statement, as of the
preceding December 31 (a) showing the amount, description and numbers
of the Items of Equlpment then leased hereunder, the amount,
description and numbers of all Items of Equipment that may have
suffered a Casualty Occurrence during the preceding 12 months (or
since the date of this Lease, in the case of the first such statement),
and such other information regarding the condition or repair of
the Equipment as the Lessor may reasonably request, and (b) stating
that, in the case of all Equipment repainted during the period
covered by such statement, the markings required by Section 4.2
hereof shall have been preserved or replaced.

12.2. Lessor's Inspection Rights. The Lessor and any
assignee of the Lessor pursuant to Section 16 hereof each shall have
the right, at its sole cost, liability and expense, by its authorized
representative, to inspect the Equipment and the Lessee's records
with respect thereto, at such times as shall be reasonably necessary
to confirm to the Lessor or, as the case may be, such assignee,
the exlstence and proper maintenance thereof during the continuance
of this Lease.

SECTION 13. RETURN OF EQUIPMENT UPON EXPIRATION OF TERM.

Upon the expiration of the term of this Lease wlth respect
to any Item of Equipment, the Lessee will, at 1ts own cost and
expense, deliver possession of such Item of Equipment to the Lessor
upon such storage tracks of the Lessee as the Lessor may designate,
or in the absence of such designation, as the Lessee may select,
and permit the Lessor to store such Item of Equipment on such tracks
for a period not exceeding 180 days from the date the last Item of
Equipment having the same Term Lease Commencement Date as such Item
is delivered to storage tracks pursuant to this Section 13 and
transport the same at any time within such 180-day period to
any reasonable place on the lines of railroad operated by the
Lessee or to any connecting carrier for shipment, all as directed
by the Lessor upon not less than 30 days' written notice to the
Lessee; provided, that the obligations of the Lessee to so transport
shall be limited to only one such movement in respect of any such
Item of Equipment. The Lessor will use its best efforts to completely
remove the Equipment from storage as soon as possible within the
relevant 180-day period. The Lessee covenants that, at the time
any Item of Equipment is returned to the Lessor in the manner
above provided, it will then be 1n compliance with all applicable
United States Department of Transportation and Interstate Commerce
Commission requirements and speclfications, if any, and, if and
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to the extent permitted thereby, all standards recommended by the
A.A.R. applicable to rallroad equipment of the character of the
Equipment. All movement and storage of each such Item is to

be at the risk and expense of the Lessee. During any such storage
perlod the Lessee wlll permit the Lessor or any person designated

by it, including the authorlzed representative or representatives

of any prospective purchaser of any such Item, to inspect the

same; provided, however, that the Lessee shall not be liable,

except in the case of negligence of the Lessee or of 1ts employees
or agents, for any injury to, or the death of, any person exercising,
either on behalf of the Lessor or any prospective purchaser,

the rights of inspectlon granted under this sentence. The assembling,
delivery, storage and transporting of the Equipment as hereinbefore
provided are of the essence of thls Lease, and upon application

to any court having Jurisdiction in the premises the Lessor shall

be entitled to a decree against the Lessee requirlng specific
performance of the covenants of the Lessee to so assemble, deliver,
store and transport the Equlpment.

SECTION 14. DEFAULT.

14.1. Events of Default. Any of the following events
shall constitute an Event of Default ("Event of Default") hereunder:

(a) Default shall be made in the payment of any
part of the rental or other sums provided in Section 2 or 11l
hereof and such default shall continue for five calendar
days; or :

(b) The Lessee shall make or permit any unauthorized
assignment or transfer of thils Lease, or the unauthorized
possession of any Item of Equlpment under this Lease; or

(¢) Default shall be made in the observance or
performance of any other of the covenants, conditions
and agreements on the part of the Lessee contalned herein
and such default shall continue for 30 days after written
notice from the Lessor to the Lessee, specifying the
default and demanding the same t0 be remedied; or

(d8) Any representation or warranty made by the
Lessee herein or in any of the other Operatlve Agree-
ments or 1ln any statement or certificate furnished
to the Lessor or its assigns pursuant to or in connection
wlth this Lease or any of the other Operative Agreements
i1s untrue in any material respect as of the date of 1issuance
or making thereof; or

(e) Any obligation of the Lessee or any Subsidiary
(as hereinafter defined) for borrowed money or payment of
rent (other than such obligation of any such Subsidiary to
the Lessee or any other Subsidiary and other than such
obligation of the Lessee to the Federal Rallrcad Administra-
tion ("F.R.A.") evidenced by a written agreement between such
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partles and permitting the F.R.A. to accelerate such
obligation upon default thereof) becomes or is declared

to be due and payable prior to its express maturity by
reason of default by the Lessee or any such subsidiary

in the performance or observation of any obligation or
condition, provided, however, that claimed defaults which
are contested in good falth by the Lessee and for which
the Lessee has established and is maintaining in accordance
with generally accepted accounting principles an adequate
reserve shall not constitute an Event of Default hereunder;
or

(f) An Event of Default as set forth in Section
14.1 of that certain Equipment Lease No. 2 dated as
of March 1, 1978 between the Lessor and the Lessee; or

{g) An Event of Default as set forth in Section
14.1 of that certain Equipment Lease dated as of March 15,
1978 between Continental Illinois National Bank and Trust
Company of Chicago, as Trustee under Chicago North Western
Trust No. 78-2, and the Lessee; or

(h) A petition for reorganization under Section 77
of the Bankruptcy Act, as now constituted or as said Section
77 may hereafter be amended, shall be filed by or against the
Lessee and, unless such petition shall have been dismissed,
nullified, stayed or otherwise rendered ineffective (but then
only so long as such stay shall continue in force or such
ineffectiveness shall continue), all the obligations of the
Lessee under thils Lease shall not have been duly assumed for
the then unexpired term hereof in writing, pursuant to a
court order or decree, by a trustee or trustees appointed
in such proceedings 1in such manner that such obligations
shall have the same status and priority as obligations in-
curred by such trustee or trustees which are entitled to the
first priority for expenses and administration, within 30
days after such appointment, if any, or 60 days after such
petition shall have been filed, whilchever shall be earlier;
or _

(i) Any other proceedings shall be commenced by or
against the Lessee or any proceedings shall be commenced
by or against any Subsidiary for any relief under any
bankruptcy or insolvency law, or any law relating to
the relief of debtors, readjustment of indebtedness,
reorganization, arrangement, composition or extension,
and, if such proceedings have been commenced against
the Lessee or any Subsidiary, such proceedings shall
not have been dismlssed, nullified, stayed or otherwlse
rendered ineffective (but then only so long as such stay
shall continue in force or such lneffectlveness shall
continue) within 60 days after such proceedings shall
have commenced, or the Lessee or any Subsidiary shall
become insolvent or bankrupt or shall make a general asslgn-
ment for the benefit of creditors or shall admit in writing
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its inability to pay 1ts debts generally as they become due,
or a trustee or receiver is appolinted for the Lessee or

any Subsidiary or for the major part of the property of

any thereof and is not discharged within 60 days after

such appointment.

For purposes of this Section 1l4.1 the term "Subsidiary"
shall mean any corporation of which more than 50% (by number of
votes) of the Voting Stock shall be owned by the Lessee and/or one
or more corporations which are themselves Subsidiaries, or in respect
of which the Lessee 1s a Subsidlary within the meaning of this
definition, except any corporation the primary purpose of which is
to own any linterest in any line of rallrocad constructed or re-
habilitated for the purpose of transporting coal from the Powder
River Basin in Wyoming. "Voting Stock" shall mean securities of
any class or classes, the holders of which are ordinarily, in the
absence of contingencies, entitled to elect a majority of the
corporate directors (or persons performing similar functions).

14.2. Remedies. If any Event of Default has occurred
and is continulng, the lLessor,at 1ts option, may:

(a) Proceed by appropriate court action or
actions, elther at law or in equity, to enforce
performance by the lLessee of the applicable covenants
of this Lease or to recover damages for the breach
thereof, including reasonable attorneys' fees; or

(b) By notice in writing to the Lessee, terminate
this Lease, whereupon all right of the Lessee to the
use of the Equipment shall absolutely cease and
terminate as though thils Lease had never been made,
but the Lessee shall remain llable as hereinafter
provided; and thereupon, the Lessor may by 1its agents
enter upon the premises of the Lessee or other premises
where any of the Equlpment may be located and take
possession of all or any of such Equipment and
thenceforth hold, possess and enjoy the same free
from any right of the Lessee, or 1ts successors or
assigns, to use the Equipment for any purpose whatever,
but the Lessor, shall nevertheless, have a right to
recover from the Lessee any and all amounts which
may have accrued to the date of such termination
(computing the rental for any number of days less
than a full rental periocd by multiplying the rental
for such full rental period by a fraction of which
the numerator is such accrued number of days in such
full rental pericd and the denomlnator is the total
number of days in such full rental period) and also to
recover forthwith from the Lessee (i) as damages for
loss of the bargain and not as a penalty, whichever of
the following amounts the Lessor, in its sole discretion,
shall specify: (x) a sum, with respect to each Item of
Equipment, which represents the excess of the present worth,
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~at the time of such termination, of all rentals for such

Item which would otherwise have accrued hereunder from the
date of such termination to the end of the term of this Lease
over the then present worth of the then PFalr Rental Value

of such Item for such period, such present worth to be
computed by discounting from the end of such term to the

date of such termination rentals which the Lessor reasonably
estimates to be obtainable for the use of such Item during
such perlod, such present worth to be computed in each case
on a basis of a 6% per annum discount, compounded quarterly
from the respective dates upon which rentals would have

been payable hereunder had this Lease not been termlnated,

or (y) an amount equal to the excess, if any, of the Casualty
Value of such Item of Equipment as of the rent payment date
on or immediately preceding the date of termination over the
amount the Lessor reasonably estimates to be the Fair Market
Value thereof at such time; and (ii) any damages and expenses,
including reasonable attorneys' fees, which the Lessor shall
have sustained by reason of the breach of any covenant or
covenants of this Lease other than for the payment of rental.

For purposes of Section 14.2 above, Falr Market Value and
Fair Rental Value for any Item of Equipment shall be determined in
the manner contemplated by the appraisal arrangements specified in
Sections 18.1(b) and 18.2(b) hereof, respectively, provided that any
sale in a commercially reasonable manner of any Item of Equipment prior
to any such determination shall conclusively establish the Fair Market
Value of such Item and any rental in a commercially reasonable manner
of any Item of Equipment prior to any such determination shall con-
clusively establish the Fair Rental Value of such Item.

'14.3. Cumulative Remedles. The remedies in this Lease
provided in favor of the Lessor shall not be deemed exclusive, but
- 8hall be cumulative and shall be in addition to all other remedies
in 1ts favor existing at law or in equity. The Lessee hereby
walives any mandatory requirements of law, now or hereafter 1ln effect,
which might limit or modify any of the remedies herein provilded,
to the extent that such waiver 1is permitted by law. The Lessee
hereby walves any and all existing or future claims of any right
to assert any offset against the rent payments due hereunder,
and agrees to make the rent payments regardless of any offset
or claim which may be asserted by the Lessee or on its behalf in
connection with the lease of the Equipment.

14.4., Lessor's Failure to Exercise Rights. The failure
of the Lessor to exercise the rights granted it hereunder upon any
occurrence of any of the contingencies set forth herein shall not
constitute a walver of any such right upon the continuation or
recurrence of any such contingencies or similar contingencies.

SECTICN 15. RETURN OF EQUIPMENT UPON DEFAULT.

15.1. Lessee's Duty to Return. If the Lessor or any
assignee of the Lessor pursuant to Section 16 hereof shall terminate
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this Lease pursuant to Section 14 hereof, the Lessee shall forthwith
deliver possession of the Equipment to the Lessor. For the purpose
of delivering possession of any Item of Equipment to the Lessor as
above required, the Lessee shall at its own cost, expense and

risk (except as hereinafter stated): '

(a) Forthwith place such Equipment in such
reasonable storage place on the Lessee's lines of
rallroad as the Lessor may deslgnate or, in the
absence of such designation, as the Lessee may select;

(b) Permit the Lessor to store such Eguipment
in such reasonable storage place on the Lessee's lines
of railrocad without charge for insurance, rent or
storage until such Equipment has been sold, leased or
otherwise disposed of by the Lessor; and

(¢) Transport the Equipment to any place on the
lines of railroad operated by the Lessee or to any
connecting carrier for shipment, all as the Lessor
may direct 1n writing.

15.2. Specific Performance. The assembling, delivery,
storage and transporting of the Equipment as hereinabove provided
are of the essence of this Lease, and upon application to any court
of equity having Jurisdiction in the premises, the Lessor shall be
"entitled to a decree against the Lessee requiring specific
performance of the covenants of the Lessee so to assemble, deliver,
store and transport the Equipment.

15.3. Lessor Appointed Lessee's Agent. Without in any
way limiting the obligations of the Lessee under the foregoing
provisions of thils Section 15, the Lessee hereby irrevocably
appoints the Lessor as the agent and attorney of the Lessee, with
full power and authority, at any time while the Lessee is obligated
to deliver possession of any Items of Equipment to the Lessor, to
demand and take possession of such Item in the name and on behalf
of the Lessee from whomsoever shall be at the time in possession
of such Item.

SECTION 16. ASSIGNMENTS BY LESSOR.

: The Lessee and the Lessor hereby confirm that, concurrently
.with the execution and delivery of this Lease, the Lessor has
executed and delivered to the Security Trustee the Security Agree-
ment which assigns and grants a securlty interest to the Securlty
Trustee in, to and under thls Lease and certain of the rentals and
other amounts payable hereunder, all as more expliclitly set forth
in Section 1 of the Security Agreement. The Lessee hereby acknowl-
edges recelpt of an executed copy of the Security Agreement and
agrees that the sums payable by the Lessee hereunder whlch have
been assigned to the Security Trustee under the Security Agreement
shall be paid to or upon the written order of the Security Trustee;
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provided that until receipt of any such written order the Lessee

may make all such payments 1in accordance with the provisions of
Section 2.4 hereof. Without limiting the foregoing, the Lessee
further acknowledges and agrees that, so long as any indebtedness
secured by the Security Agreement remains unpaid, (a) the rights

of the Securlity Trustee in and to the sums payable under this

Lease which are assigned to the Security Trustee under the Security
Agreement shall not be subject to any abatement whatsoever, and shall
not be subject to any defense, setoff, counterclaim or recoupment
whatsoever whether by reason of failure of or defect in the Lessor's
title, or any interruption from whatsoever cause in the use, operation
or possession of the Equipment or any part thereof, or any damage to
or loss or destruction of the Equipment or any part thereof, or by
reason of any other indebtedness or liability, howsocever and whenever
arising, of the Lessor to the Lessee or to any other person, firm or
corporation or to any governmental authority or for any cause
whatsoever, 1t being the intent hereof that, the Lessee shall be
unconditionally and absolutely obligated to pay the Security Trustee
all of the rents and other sums which are the subject matter of the
assignment, and (b) except as otherwise provided in the Security
Agreement, the Security Trustee shall, 1f an Event of Default or a
Default shall have occurred and be continuing, have the sole right

to exercise all rights, privileges and remedies (either in its

own name or in the name of the Lessor for the use and benefit of

the Security Trustee) which by the terms of this Lease are permitted
or provided to be exercised by the Lesscr.

It 1s understood and agreed that the right, title and
interest of the Security Trustee 1n, to and under thls Lease and
the rents and other sums due and to become due hereunder shall by
the express terms granting and conveylng the same be subject to the
interest of the Lessee in and to the Equipment.

SECTION 17. ASSIGNMENTS BY LESSEE; USE AND POSSESSION.

17.1. Lessee's Rights to the Equipment. So long as
the Lessee shall not be 1n default under this Lease, the Lessee
shall be entitled to the possesslon and use of the Eguipment in
accordance  with the terms of this Lease, but, without the prior
written consent of the Lessor and the Security Trustee, the
Lessee shall not assign, transfer or encumber its leasehold
Interest under this Lease In any of the Equlpment. The Lessee
shall not, without the prior written consent of the Lessor and
the Security Trustee, part wlth the possession or control
of, or suffer or allow to pass out of its possession or control,
any of the Equipment, except to the extent permitted by the
provisions of Section 17.2 hereof.

17.2. Use and Possession on Lines Other Than Lessee's
Own. So long as the Lessee shall not be in default under this
Lease, the Lessee shall be entitled to the possession of the
Equipment and to the use thereof upon the lines of railroad owned
or operated by it (either alone or jointly) or by any corporation,

-2l -



1
1

a majority of whose voting stock (i.e., having ordinary voting
power for the election of a majority of its Board of Directors)
is owned directly or indirectly by the Lessee, or upon lines of
railroad over which the Lessee or such corporation has trackage
or other operating rights or over which equipment of the Lessee
is regularly operated pursuant to contract and also to.permit the
use of any Item of Equipment upon connecting and other carriers
in the usual interchange of traffic or pursuant to run-through
agreements, but only upon and subJject to all the terms and
conditions of this Lease. The Lessee shall also have the right,
upon receipt of the prior written consent of the Lessor and the
Security Trustee (which consent will not be unreasonably withheld),
to sublease the Equipment. In no event shall any assignment

or sublease entered into by the Lessee hereunder relieve the
Lessee of any liability or obligatlon hereunder which shall

be and remain those of a principal and not a surety. Anything
contalined in this Section 17 to the contrary notwithstanding,
the Lessee shall at no time throughout the term of this Lease
assign or permit the assignment of any Item of Equlpment to,

or permit the use by any sublessee of any Item of Equipment

in, Service outside the continental United States and Canada.
The Lessee will, however, use its best efforts consistent with
normal business practice to prevent the use of the Equipment
outside of the United States.

17.3. Merger, Consolidation or Acgquisition of Lessece.
Nothing in this Section 17 shall be deemed to restrict the right
of the Lessee to asslign or transfer its leasehold interest
under this Lease in the Equipment or possession of the Equlipment
to any corporation (which shall have duly assumed 1in writing
satlisfactory to the Lessor and the Security Trustee the obligations
hereunder of the Lessee) into or with which the Lessee shall
have become merged or consolidated or which shall have acquired
or leased all or substantially all of the lines of railroad of
the Lessee, provided that such assignees, successors or transferees
will not, upon the effectiveness of such merger or consolidation
or acquisition of properties, be in default under any provision
of thils Lease and that such merger or consolidation or acquisition
of properties shall not alter in any way the Lessee's obligations
to the Lessor hereunder which shall be and remain those of a
principal and not a guarantcr. The Lessee agrees to give the
Lessor and the Security Trustee prior written notice of any such
merger, consolidation or acquisition.

SECTION 18. OPTIONS TO PURCHASE AND RENEW.

18.1. Option to Purchase. Provided that no Event of
Default or Default shall have occurred and be continuing, the
Lessee shall have the following option to purchase:

(a)} The Lessee shall have the right at the expira-
tion of the original term or any renewal term of thils
Lease to purchase all, but not less than all, of the
Equipment whose term 1s then expiring at a price equal
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to the "Fair Market Value" (as hereinafter defined). The
Lessee shall give the Lessor written notice 180 days prior
to the end of the original term or renewal term of this
Lease, as the case may be, of its election to exercise

the purchase option provided for 1In this Section stating
each Item of Equipment to be purchased by car number.
Payment of the option price shall be made to the Lessor

at the place of payment specified in Section 2 hereof in
funds current in Chicage against delivery of a bill of
sale transferring and assigning to the Lessee all right,
title and interest of the Lessor in and to such Item or
Items and containing a warranty against liens or claims

of persons claiming by, through or under the Lessor except
liens and claims which the Lessee assumed or is obligated
to discharge under the terms of this Lease. The Lessor
shall not be required to make any representation or warranty
as to the condition of the Equlipment or any other matters.

(b) The Fair Market Value of an Item of Equipment
shall be determined on the basis of, and shall be egual
in amount to, the value which would obtain in an arm's-
length transaction between an informed and willing pur-
chaser (other than a purchaser currently in possession or
a purchaser which 1s a dealer in used equlpment of the
type which constitutes the Item of Equipment to be purchased)
and an informed and willing seller under no compulsion
to sell, and which value shall not reflect the value of
any additions or improvements which can be readily removed
from an Item of Equipment without material damage to such
Item. If 90 days after recelpt by the Lessor of the notice
of the Lessee's electlon to exercise the purchase option,
the Lessor and the Lessee are unable to agree upon a
determination of the Fair Market Value of the Item or
Items in question, such value shall be determined in
accordance with the foregoing definition by a qualified
independent Appralser. The term "Appralser" shall mean
two independent appralsers, one chosen by the Lessor and
one chosen by the Lessee, or, if such appraisers cannot
agree on the amount of such value within 60 days prior
to the date of commencement of the applicable renewal
term, then the term "Appralser" shall mean an appraiser
chosen by the American Arbitration Assoclation. The
Appraiser shall be Instructed to make such determination
within a period of 30 days followlng appointment, and
shall promptly communicate such determination in writing
to the Lessor and the Lessee. Upon receipt of notice
of such determination, the Lessee shall have the option
to purchase or not to purchase the Item or Items in
question; provided, however, that in the event the Lessee
elects to purchase, the Appraiser's determination of
such Falr Market Value shall be conclusively binding
upon both the Lessor and the Lessee. The expenses and
fees of the Appraiser shall be borne by the Lessee.
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Notwithstanding any election of the Lessee to purchase, the pro-
visions of Section 11 hereof shall ¢ontinue in full force and
effect in respect of any Casualty Occurrence prior to the date

of purchase and the passage of ownership of the Item or Items

in questlon to the Lessee; provided that if the Purchase Price has
been agreed upon by the Lessor and the Lessee pursuant to this
Section 18.1, the amount payable by the Lessee in respect of any
Casualty Occurrence shall be the greater of the Purchase Price as
agreed upon or the Casualty Value determined in accordance with
Section 11.7 hereof.

18.2. Renewal Options. Provided that no Event of
Default or Default shall have occurred and be continuing, the
Lessee shall have the following renewal options:

(a) The Lessee shall have the option to renew
and extend this Lease as to all, but not less than all,
of the Items of Equipment whose term is then expiring
for two (2) additional renewal terms of one year each upon
and subject to the terms and conditions herein contained
for the original term of this Lease; provlided that the
quarterly Fixed Rental payable for and during any such
renewal term shall be an amount equal to the Fair Rental
Value (as hereinafter defined) of such Items of Equipment.
Each renewal term shall commence immediately upon the
expiration of the preceding term in respect of such Items.
The Lessee shall give the Lessor written notice of any
such election 180 days prior to the commencement of any
renewal term provided for in this Section 18.2; and

(b) The Fair Rental Value of an Item of Equipment
shall be determined on the baslis of, and shall be equal
in amount to, the value which would obtain in an arm's -
length transaction between an Informed and willing lessee
(other than a lessee currently in possession) and an
informed and willing lessor under no compulsion to lease,
and which value shall not reflect the value of any additions
or improvements which can be readily removed from an Item
of Equipment without material damage to such Item. If on
or before 90 days prior to the date of commencement of
the renewal term elected by the Lessee, the Lessor and
" the Lessee are unable to agree upon a determination of
the Falr Rental Value of the Item of Equlipment, such
value shall be determined in accordance with the foregoing
definition by a qualified independent Appraiser. The
term "Appraiser" shall mean two independent appraisers,
one chosen by the Lessor and one chosen by the Lessee, or,
if such appraisers cannot agree on the amount of such value
within 60 days prior to the date of commencement of the
applicable renewal term, then the term "Appraiser" shall
mean an appraiser chosen by the American Arbiltration
Assoclation. The Appraiser shall be instructed to make
such determination within a period of 30 days following
appointment, and shall promptly communicate such
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determination in writing to the Lessor and the Lessee.
Upon receipt of notice of such determination, the

Lessor and Lessee shall have the option to enter or

not enter into such renewal; however, in the event

they elect to enter into the renewal, the apprailser's
determination of such Fair Rental Value shall be
conclusively blnding upon both Lessor and Lessee.

The expenses and fees of the Appraiser shall be borne by
the Lessee.

18.3. Delivery of Equipment. Unless the Lessee has
elected to purchase the Items of Equlpment then leased hereunder
as provided in Section 18.1 hereof or to renew this Lease in
respect of such Items of Equipment as provided in Section 18.2
hereof, all of such Items of Equipment shall be returned to
the Lessor at the end of the original term, or the then current
renewal term, as the case may be, in accordance with Section
13 hereof.

SECTION 19. INTEREST ON OVERDUE RENTALS AND AMOUNTS PAID BY
LESSOR.

Anything to the contrary hereln contalned notwlthstanding,
any nonpayment of rentals due hereunder, or amounts expended by
the Lessor on behalf of the Lessee, shall result in the additional
obligation on the part of the Lessee to pay also an amount equal
to 10% per annum (or the lawful rate, whichever is less) on
the overdue rentals and amounts expended for the period of time
during which they are overdue or expended and not repald.

SECTION 20. MISCELLANEOUS.

20.1., Limitations of Liability. It 1s expressly under-
stood and agreed by and between the Lessor, the Trustor and the
LLessee and thelr respective successors and assigns, that thils Lease
is executed by Continental Illinols National Bank and Trust Company
of Chicago, not individually or personally but solely as Trustee
under the Trust Agreement in the exerclise of the power and authority
conferred and vested in it as such Trustee (and Continental Illinois
National Bank and Trust Company of Chicago hereby warrants that
it possesses full power and authority to enter into and perform
this Lease). It is further expressly understood and agreed by and
between each of such parties that, except as otherwise provided
in the Participation Agreement, nothing herein contained shall
be construed as creating any liability on Continental Illinois
National Bank and Trust Company of Chicago or the Trustor,
individually or personally, to perform any covenant either ex-
pressed or .implied contained herein, all such liability, if
any, being expressly walved by the Lessee and by each and every
person now or hereafter claimlng by, through or under the Lessee
and that so far as Continental Illinols National Bank and Trust
Company of Chicago or the Trustor, individually or personally
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are concerned, the Lessee and any person claiming by, through
or under the Lessee shall look solely to the Trust Estate as
defined in the Trust Agreement for the performance of any obli-
gation under thils Lease. ‘

20.2. Notices. Any notice required or permitted to
be given by either party hereto toc the other shall be deemed
to have been given when deposited in the United States certified
mails, first class, postage prepaid, addressed as follows:

If to the Lessor: Continental Illinois National Bank
and Trust Company of Chicago,
as Trustee under Chicago North
Western Trust No. 78-1
231 South LaSalle Street
Chicago, Illinois 60693

Attention: Corporate Trust Department

If to the Lessee: Chicago and North Western
Transportation Company.

40O West Madison Street

Chicago, Illinois 60606

Attention: Vice President-Finance

If to the Security
Trustee: Harris Trust and Savings Bank
111 West Monroe Street
Chicago, Illinois 60690

Attention: 1Indenture Trust Division

or addressed to elther party at such other address as such party
shall hereafter furnish to the other party in writing.

20.3. Right of Lessor to Perform. If the Lessee shall
fall to comply with any of 1its covenants herein contalned, the
Lessor may, but shall not be obligated to, make advances to
perform the same and to take all such action as in the Lessor's
opinion may be necessary to obtain such performance. All payments
so made by the Lessor and all costs and expenses (including,
without limitation, reasonable attorneys' fees and expenses)
incurred in connection therewith shall be payable by the Lessee
to the Lessor upon demand as additional rent hereunder, with
interest at the rate of 10% per annum.

20.4. Execution in Counterparts. Thils Lease, and any
lease supplemental hereto, may be executed in several counterparts,
each of which so executed shall be deemed to be an original and
in each case such counterparts shall constitute but one and the
same instrument.
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20.5. Law Governing. This Lease shall be construed
in accordance wilith the laws of the State of Illinols; provided,

however, that the partles shall be entitled to all rights conferred

by any appllcable Federal statute, rule or regulation.

20.6. Headings and Table of Contents. All Section
headings and the Table of Contents are inserted for convenience
only and shall not affect any construction or interpretation of
this Lease.

20.7. Severability. Any provision of this Lease which
is prohibited or unenforceable in any Jurisdiction shall be as to
such Jurisdiction ineffective to the extent of such prohibition
or unenforceability without invalidating the remalning provisions
hereof, and any such prohibition or unenforceability in any
Jurisdiction shall not invalidate or render unenforceable such
provisions in any other Jurisdiction.

IN WITNESS WHEREOF, the partles hereto have caused this
Lease to be executed by theilr respective officers thereunder duly
authorized and the corporate seals to be hereto affixed as of the
day and year first above written.

CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO,
as Trustee under Chilicago North
Western Trust No. 78-1

[ CORPORATE SEAL] / ( v

AN y i o o /
- By Lo E;Wmv ----- ------- WA SN SN N4 W N ﬁﬁdv ------------------------------
ATTEST: o Vice Phresident t/*
4
f
4 “

rust Offitcer

CHICAGQ_AND NORTH WESTERN

e TRATS ORTATION COMPANY
[CORPORATE SEAL] ., {ﬂéh
By i' "» J’ e’

K“Vice President

/ o* o
> Assistant S qretary

/,
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This Lease and certaln rent due and to become due here-
under have been assligned to, and are subject to a security interest
in favor of, Harrils Trust and Savings Bank, as Security Trustee
(the "Security Trustee") pursuant to a First Security Agreement-Trust
Deed dated as of March 1, 1978 between the Lessor and the Security
Trustee, Information concerning such security interest may be ‘
obtained from Harris Trust and Savings Bank, 111 West Monroe Street,
Chicago, Illinois 60690, Attention: Indenture Trust Division.



STATE OF ILLINOIS )
COUNTY OF COOK )

On this.ﬁlfw day oﬁwﬁ°ﬂ -, .1978, before me
personally appeared/\%ﬂﬂl,a MY 4l gy tO me personally known,
who belng by me duly sworn, say§/%hat he is the Vice President
of CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST COMPANY OF CHICAGO,
that one of the seals affixed to the foregoing instrument is
the corporate seal of sald 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.

4

~ _

[NOTARIAL SEAL]

My commission expires:

sty Commission Expires April 19th, 1982

STATE OF ILLINOIS )
) SS
COUNTY OF COOK )

on this /37 day of June | 1978, before me
personally appear'ed : JM Byt ler , to me personally known,
who being by me duly sworn, says that he is the Vice President
of CHICAGO AND NORTH WESTERN TRANSPORTATION COMPANY, 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 saild corporation by authority of its Board
of Directors, and he acknowledged that the execution of the fore-
going instrument was the free act and deed of said corporation.

.

Notary Public

[NOTARIAL SEAL]

My ccmmission expires:

/0 2T 5O
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DESCRIPTION OF ITEMS OF EQUIPMENT

DESCRIPTION AND MARK AND NUMBER
OF RECONSTRUCTED ITEMS OF
EQUIPMENT:

PURCHASE PRICE OF ORIGINAL
EQUIPMENT:

RECONSTRUCTION PRICE OF
EQUIPMENT:

TOTAL COST OF EQUIPMENT:

PLACE OF DELIVERY:

OQUTSIDE DELIVERY DATE:

FIXED RENTAL:

100 1,958 cu. ft. capacity Ballast
Cars, marked and numbered CNW X20182C
to CNW X201919, both inclusive

$3,100 per Item ($310,000 for
100 Items)

$9,200 per Item ($920,000 for
100 Items)

$12,300 per Item ($1,230,000 for
100 Items)

Rebuilding Plant of the Lessee
at Clinton, Iowa

December 31, 1978

Forty-eight (48) gquarterly Fixed
Rental installments each in an
amount equal to 2.8985% of the
Total Cost of each Item of
Equipment described in this
Schedule A-1l

SCHEDULE A-1
(to Equipment Lease No. 1)



DESCRIPTION OF ITEMS OF EQUIPMENT

DESCRIPTION AND MARK AND NUMBER
OF RECONSTRUCTION ITEMS OF
EQUIPMENT: :

PURCHASE PRICE OF ORIGINAL
EQUIPMENT:

RECONSTRUCTION PRICE OF
EQUIPMENT:

TOTAL COST OF EQUIPMENT:
PLACE OF DELIVERY:

QUTSIDE DELIVERY DATE:

FIXED RENTAL:

25 65' Wheel Transport Cars,
Marked and Numbered CNW X200679,

CNW X200681, CNW
CNW X200687, CNW
CNW X200693, CNW
CNW X200699, CNW
CNW X200705, CNW
CNW X200711, CNW
CNW X200717, CNW
CNW X200723, CNW

X200683,
X200689,
X200695,
X200701,
X200707,
X200713,
X200719,
X200725,

CNW
CNW
CNW
CNW
CNW
CNW
CNW
CNW

X200685,
X200691,
X200697,
X200703,
X200709,
X200715.
X200721,
X200727

$57,383 for 25 Items

$10,890 per Item ($272,250 for
25 Items)

$331,850 for 25 Items

Rebuilding Plant of the Lessee
at Clinton, Iowa

December 31, 1978

Forty-eight (48) quarterly Fixed
Rental installments each in an
amount equal to 2.7831% of the
Total Cost of each Item of
Equipment described in this
Schedule A-2

~ SCHEDULE A-2
(to Equipment Lease No. 1)



DESCRIPTION OF ITEMS OF EQUIPMENT

DESCRIPTION AND MARK AND NUMBER One (1) Budd Track Geometry Car,
OF RECONSTRUCTED ITEMS OF Marked and Numbered CNW 404
EQUIPMENT:

PURCHASE PRICE OF ORIGINAL $78,500

EQUIPMENT:

RECONSTRUCTICON PRICE OF $600,000

EQUIPMENT:

TOTAL COST OF EQUIPMENT: $678,500

PLACE OF DELIVERY: Fond dulac, Wisconsin

OQUTSIDE DELIVERY DATE: March 31, 1979

PIXED RENTAL: Forty-eight (48) quarterly Fixed

Rental installments each in an
amount equal to 2.7831% of the
Total Cost of the Item of Equip-
ment described in this Schedule A-3

SCHEDULE A-3
(to Equipment Lease No. 1)



DESCRIPTION OF ITEMS OF EQUIPMENT

DESCRIPTION AND MARK AND NUMBER
OF RECONSTRUCTED ITEMS OF
EQUIPMENT:

PURCHASE PRICE OF ORIGINAL
EQUIPMENT:

RECONSTRUCTION PRICE OF
EQUIPMENT:

TOTAL COST OF EQUIPMENT:

PLACE OF DELIVERY:

OUTSIDE DELIVERY DATE:

FIXED RENTAL:

26 Rail Train-Flat Cars, Marked
and Numbered CNW X251250 to CNW
X251275, both inclusive

$1,500 per Item ($39,000
for 26 Items)

$21,153.85 per Item ($550,000
for 26 Items)

$22,653.85 per Item ($589 000
for 26 Items)

Rebuilding Plant of the Lessee

‘at Clinton, Iowa

December 31, 1978

Forty-eight (U8) quarterly Fixed
Rental installments each in an
amount eqgual to 2,7831% of the
Total Cost of each Item of

SCHEDULE A-4
(to Equipment Lease No. 1)



CERTIFICATE OF ACCEPTANCE
UNDER EQUIPMENT LEASE

TO: Continental Illinois National Bank and Trust
Company of Chicago, as Trustee under the
Equipment Lease No, 1 dated as of March 1,
1978 (the "Lessor")

‘ I, a duly appointed and authorized representative of
CHICAGO AND NORTH WESTERN TRANSPORTATION COMPANY (the "Lessee")
under the Equlpment Lease No. 1 dated as of March 1, 1978 between
the Lessor and the Lessee, do hereby certify that I have inspected,
recelved, approved and accepted dellivery under the Lease of

the following Items of Equipment:

TYPE OF EQUIPMENT:
PLACE ACCEPTED:

DATE ACCEPTED:
NUMBER OF UNITS:
.MARKED AND NUMBERED:

I do further certify that the foregoing Items of Equipment
are in good order and condition, and appear to conform to the
Specifications applicable thereto, that the Lessee has no knowledge
of any defect In any of the foregoing Items of Equipment with '
respect to design, manufacture, condition or in any other
respect, and that each Item has been labeled by means of a plate
or a stencil printed in contrasting colors upon each side of the
Item in letters not less than one inch in height as follows:

"OWNED BY AND LEASED FROM A BANK OR TRUST
COMPANY, AS TRUSTEE, AND SUBJECT TO A
SECURITY AGREEMENT FILED UNDER THE
INTERSTATE COMMERCE ACT, SECTION 20c™".

The execution of thils Certificate will in no way relieve
or decrease the responsibility of Chicago and North Western ‘
Transportation Company for any warranties it has made with respect
to the Equipment.

Dated: » 197 .

Inspector and Authorlzed Representative
of Chicago and North Western
Transportation Company
(Chicago North Western
Trust No. 78-1)

SCHEDULE B
(to Equipment Lease No. 1)



CHICAGO AND NORTH WESTERN TRANSPORTATION COMPANY

SCHEDULE OF CASUALTY VALUE

Ballast Cars

¥The Casualty Value for an Item of Equipment payable
on the Term Lease Commencement Date in respect of such Item
or any rental payment date thereafter shall mean an amount equal
to the percent of the Total Cost of such Item set forth opposite
such date in the following schedule:

Term Lease Commencement Date

or Number of Fixed Rental Percentage of Total
Payment Date on whilch Cost Payable as
Casualty Value is Paid Casualty Value

- Term Lease Commencement Date 102.816233
1 102.816233

2 102.392036

3 101.941754

b 101.465413

5 100.963052

6 100.397842

7 99.769025

8 99.075834

9 98.317504

10 97.503794

11 96.634171

12 95.708107

13 89.948106

14 88.914762

15 87.830750

16 - 86.695731

17 85.509370

18 84.278261

19 83.002247

20 81.681193

21 75.537992

22 T4.132459

23 . 72.687659

24 71.203661

25 69.680560

26 68.123581

27 66.532982

28 64.909049

29 58.475131

30 56.790622

(Chicago North Western
Trust No. T78-1)

SCHEDULE C-1
(to Equipment Lease No. 1)



Term Lease Commencement Date

or Number of Fixed Rental Percentage of Total
Payment Date on which Cost Payable as
Casualty Value is Paid Casualty Value
31 55.079050
32 53.3400U14
33 51.576876
34 49.792561
35 47.988764
36 46.166294
37 by 326008
38 : 42.491377
39 40.663864
4o 38.845134
b1 37.036500
b2 : - 35.175315
43 33.260393
4h 31.290525
45 ' 29.264470
46 27.191157
47 25.069520
48 22.898451
Thereafter 20.000000

¥Casualty Value does not include any amounts for which any Tax
Indemnitee (as defined in Section 10.2 of the Lease) may be
entitled to indemnification under Sections 6 and/or 10.2 of the
Lease.



CHICAGO AND NORTH WESTERN TRANSPORTATION COMPANY

SCHEDULE OF CASUALTY VALUE

Wheel Transport Cars

¥The Casualty Value for an Item of Equlipment payable
on the Term Lease Commencement Date in respect of such Item
or any rental payment date thereafter shall mean an amount equal
to the percent of the Total Cost of such Item set forth opposite
such date in the following schedule:

Term Lease Commencement Date

or Number of Fixed Rental Percentage of Total
Payment Date on which Cost. Payable as
Casualty Value 1is Paid : Casualty Value

Term Lease Commencement Date 102.80444]
1 102.804441

2 102.497528

3 102.161961

4 101.797521

5 . ' 101.403987

6 100.950610

7 100.436626

8 99.861260

9 99.223735

10 98.532055

11 : 97.785590

12 96.983701

13 90.519453

14 89.610561

15 88.650183

16 87.637779

17 86.572803

18 : 85.460357

19 : 84.299997

20 ' ' 83.091282

21 76.227457

22 74.925922

23 : 73.580022

24 72.189418

25 T70.753779

26 69.277600

27 ' 67.760649

28 : 66.202695

29 58.997221

30 57.361434

" (Chicago North Western
Trust No. 78-1)

SCHEDULE C-2
(to Equipment Lease No. 1)



Term Lease Commencement Date

or Number of Fixed Rental Percentage of Total
Payment Date on which Cost Payable as
Casualty Value is Paid Casualty Value

31 55.688920

32 53.979570

33 ' 52.233288

34 50.454815

35 4B.644163

36 46.801361

37 by, 926450

38 : 43.0L40816

39 41.144920

o 39.239352

41 37.324400

b2 35.369340

43 33.373442

Uy 31.335965

45 ' 29.256154

46 27.137869

47 24.980410

48 22.783076
Thereafter 20.000000

#Casualty Value does not include any amounts for which any Tax
Indemnitee (as defined in Section 10.2 of the Lease) may be
entitled to indemnification under Sections 6 and/or 10.2 of the
Lease. :
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CHICAGd AND NORTH WESTERN TRANSPORTATION COMPANY

SCHEDULE OF CASUALTY VALUE

Track Geometry Car

*¥The Casualty Value for an Item of Equlipment payable
on the Term Lease Commencement Date in respect of such Item
or any rental payment date thereafter shall mean an amount equal
to the percent of the Total Cost of such Item set forth opposite
such date 1in the following schedule:

Term Lease Commencement Date

or Number of Flxed Rental Percentage of Total
Payment Date on which Cost Payable as
Casualty Value 1s Paid Casualty Value

Term Lease Commencement Date 102.870388
1 102.870388

2 102.556692

3 102.215690
b 101.847317 .

5 101.451517

6 100.991625

7 100.466818

8 99.876268

9 99.219140

10 98.505170

11 97.733743

12 96.904245

13 90.111287

14 89.170643

15 88.177075

16 - 87.130124

17 86.029336

18 84.881002

19 83.684827

20 82.440522

21 75.243021

22 73.908009

23 72.530577

24 71.110627

25 69.648075

26 ' 68.148890

27 66.613154

28 65.040968

29 57.527685

30 4 55.889037

(Chicago North Western
Trust No. 78-1)

SCHEDULE C-3
(to Equipment Lease No. 1)



Term Lease Commencement Date

or Number of Fixed Rental Percentage of Total
Payment Date on which Cost Payable as
Casualty Value is Paid Casualty Value
31 54,220552
32 52.522561
33 50.795423
34 _ b9,045563
35 47.273532
36 45,479918
37 43,665341
38 41.857144
39 40.056600
40 38.265170
41 36.483975
42 4 34.659802
43 : 32.791726
Ly 30.878800
45 28.920058
e 26.918474
47 24,873126
48 22.783073
Thereafter 20.000000

¥Casualty Value does not include any amounts for which any Tax
Indemnitee (as defined in Section 10.2 of the Lease) may be
entitled to indemnification under Sections 6 and/or 10.2 of the
Lease.

-2a
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CHiCAGO AND NORTH WESTERN TRANSPORTATION COMPANY

SCHEDULE OF CASUALTY VALUE

Rail Train-Flat Cars

¥The Casualty Value for an Item of Equipment payable
on the Term Lease Commencement Date in respect of such Item
or any rental payment date thereafter shall mean an amount equal
to the percent of the Total Cost of such Item set forth opposite
such date in the following schedule:

Term Lease Commencement Date

or Number of Fixed Rental Percentage of Total

Payment Date on which Cost Payable as
Casualty Value 1s Paild Casualty Value

Term Lease Commencement Date 102.918874

1 102.918874

2 102.613862

3 102.282011

Lo 101.923320

5 101.537801

6 101.085895

7 100.566727

8 99.979418

9 99.323085

10 _ 98.608288

11 , 97.834400

12 97.000793

13 90.009760

14 89.062187

15 88.060542

16 | 87.004381

17 85.893273

18 84.734053

19 83.526473

20 82.270298

21 ' 74.868209

22 73.521162

23 72.132030

24 70.700806

25 69.227505

26 67.718860

27 66.175088

28 64.596434

29 56.886091

30 ' 55.245221

(Chicago North Western
Trust No. 78-1)

SCHEDULE C-4
(to Equipment Lease No. 1)



INSURANCE COVERAGE

In general, the Lessee currently assumes any and all
casualty losses and claims to a limit of $2,500,000 per occurrence.
Above such amount, the Lessee maintalns major casualty Insurance
coverage placed by a recognized insurance broker through Lloyds
of London and various domestic and foreign insurers for: (i) all
risks of loss to all property owned, leased or for which liabi-
lity is assumed in writing of $17,500,000 excess of $2,500,000,
and/or (ii) liability to others for bodily injury, FELA, or loss
or damage to the property of others including property in 1its
care, custody and control such as lading and foreign line rolling
stock of $37,500,000 excess of $2,500,000.

SCHEDULE D
(to Equipment Lease No. 1)



Term Lease Commencement Date

or Number of Fixed Rental Percentage of Total
Payment Date on which Cost Payable as
Casualty Value is Paid ‘ Casualty Value
31 53.577237
32 51.882666
33 50.162076
34 ug 422769
35 46.665549
36 h4,891264
37 43.100812
38 _ 41.324738
39 39.564724
4o 37.822658
b1 - 36.100101
42 ' 34.333958
43 32.523218
Ly 30.666848
S 28.763792
) 26.816167
47 24.8229140
48 22.783072
Thereafter _ 20.000000 -

¥Casualty Value does not include any amounts for which any Tax
Indemnitee (as defined in Section 10.2 of the Lease) may be
entitled to indemnification under Sections 6 and/or 10.2 of the
Lease.
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| _ The enclosed dor‘ument(s) was recorded pursuant to the . i

\ proviswnc: of Sectlon 20(c) of the Interstate Commerce Act, Ty o SR

4 49 U.5.C. 20(c) . 6/8/78 * 2:i5pm

o X and assigned recordatlon number( )

. . L 9430,94ﬁﬂ 9432, & 9433

ours,

S o H.G. Homme, Jr.
,{ ’ L .. ; Acting Secretary

Enclosure(s)
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