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Gentlemen

- Enclosed for recordation under the provisions of Section 20(c)
of the Interstate Commerce Act, as amended, are 5 copies of
an Equipment Lease dated as of May 9, 1979 between Marble
Associates, a limited partnership and William M. Gibbons,
Trustee of the property of Chicago, Rock Island and Pacific
Railroad Company. The car numbers involved and the equipment
which is the subject of the enclosed Lease are as follows:

1l. One (1) new 100-ton Pettibone High Rail Mbdel 200
RRC Wrecking Crane marked and numbered ROCK WCI1;

2. One (1) new 75-ton Holmes Rerailing Crane Mbdel
RC’ 75 marked and numbered ROCK WC2.

The names and addresses of the parties herein are as follows:

Lessor: Marble Associates, a limited partnership
~ c¢/o Leasing Consultants
205 West Wacker Drive
Chicago, Illinois 60606

Lessee: William M. Gibbons, Trustee of the property of
o Chicago, Rock Island and Pacific Railroad Company
332 South Michigan Avenue
Chicago, Illln01s 60604

The undersigned is the attorney for Marble Associates, a limited
partnership and has knowledge of the matter set forth within the
enclosed document, Klnglyﬂrs_ g§jthereafter return to the -
undersigned 3 copies of the qngfpse document marked ''Recorded".

Also enclosed herewith % rq}fkﬁth%'mp in the sum of $50.00
Acoverlng the requlred recordation
ZEESEREL
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Page Two
. Interstdate Commerce Commlss1on
July 10 1979 ‘ ’

In the event any question develops. concerning this recordation
I would most appreciate your telephoning me, collect, rather
than relying on correspondence. '

Sigcerely,

John/ Harfigén

JMH: jam
Enclosure '



Fnterstate Commeree Commission  7/13/79
aspington, B.EC. 20423

OFFICE OF THE SECRETARY

John ‘M Hartigan o |
Carroll Hartigan & Hillery,LID
One North LaSalle Street
Chicago,Illinois 60602

Dear Sité
The enclosed document(s)’wés recqr&éd pursuant to the

| . . . . .
provisions of Section 20(c) of the Interstate Commerce Act,

“49 U.S.C. 20(c), on 77117179 aﬁ ' 3:26pm,

and assigned recordation number(s) 10618

: Sincergli?&ours,'
=
N /J,\/
A /S;L--‘ &
“H.G. Homme, Jf._,\_).'
Secretary
Enclosure(s)

~

- SE-30-T
(2/78)



' - 7/13/79
Inteestate Commeree Commission |

Washington, B.L. 20423
OFFICE-OF_THE SECRETARY

Michael G.McGee,Esq.
Chapman & Cutler

" 111 West Monroe Street
Chicago, Illinois 60603

Dear Sir:

The enclosed document(s). was recorded pursuant to the
provisions of Section 20(c) of the Interstate Commerce Act,

+49 U.S:C. 20(c), on 7/13/79 at '122:25'P.m,‘

and assigned récordation number(s) 10624 & 10625

Sincerglf;&ours,

H.G. Homme, Jr., )

Secretary

Enclosure(s)

~

SE-30-T
(2/78)
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EQUIPMENT LEASE

Dated as of May 9, 1979

BETWEEN

MARBLE ASSOCIATES,
a Limited Partnership

LESSOR

WILLIAM M, GIBBONS, TRUSTEE OF THE PROPERTY OF
CHICAGO, ROCK ISLAND AND PACIFIC RAILROAD COMPANY

LESSEE
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EQUIPMENT LEASE

THIS EQUIPMENT LEASE ("this Lease' or "Equipment
Lease') dated as of May 9, 1979 between

MARBLE ASSOCIATES, a Limited Partnership

(the "Lessor') and WILLIAM M. GIBBONS, TRUSTEE OF THE PROPERTY
OF CHICAGO, ROCK ISLAND AND PACIFIC RAILROAD COMPANY, a Dela-.
ware corporation, as lessee (said William M. Gibbéns, Trustee
of the Property of Chicago, Rock Island and Pacific Railroad
Company, together with any additional successor Trustee or
Trustees of such property, and upon assignment, transfer or
succession to the interest therein by the reorganized debtor
pursuant to Section 77 of the Federal Bankruptcy Act, such
reorganized comﬁany-and its successors and aséigns, being
hereinafter referred to as the 'Lessee', and Chicago, Rock
Island and Pacific Railroad Company'in its individual cor-
porate capacity being hereinafter sometimes referréd to as

"Rock Island Railroad");

RECITALS:

A.»_Oﬁ March 17, 1975, Rock Island Railroad filed
a Petition for Reorganization under Section 77 of the Fed-
eral Bankruptcy Acﬁ in the United Statés-Distribt Court
for the Northern District of Illincis (the "Court"), éuch
Petition was duly approved as properly filed by an.order |

signed on said date by the Court (said Petition and any



and all other proceedings with respect thereto filed with
the Court being hereinafter called the "Reorganization Pro-
ceedings") and the Lessee was'duly qualified as Trustee |
of the Property of Rock Island Railroad on April 4,.1975.

- B. Pursuant to a Purchase Order Assignment dated
as of May l,‘1979 (the'"Puréhase Ordexr Aséignment”), the
Lessee has assigned to the Lessor its right to purchase the
railroad equipment described in Schedule A attached hereto

(collectively the "Equipment'" and individually an "Item

- or "Item of Equipment').

SECTION 1. LEASE AND DELIVERY OF EQUIPMENT,

1.1. Intent to Lease and Hire. Upon execution

and delivery of the Ceftificate of Acééptance (as he:ein-
after defined) for an Item of Equipment,bthe Lessor shall
lease and let suéh Item of Equipment to the Lessee for the
rental and on and subject to the terms and conditions herein

set forth.

1.2. Delivery and Acceptance of Items. The Les-
sor shall authorize one or more employees of the Lessee,
designated by the Lessee, as the authorized representative
or representatives of the Lessor to accept delivery of the
Items of Equipment pursuant to the Purchase Order Assign-
ment. The Lessor will cause each Item of Equipment to be
tendered to such authorized representative or representa-
tives at the place of delivery set forth in Schedule A

hereto. Upon such tender the Lessee will cause such



authorized representative or representatives to inspect
each such Item of Equipment, and, if such Item of Equip-
ment is found to be in good order, to accept delivery of
such Item of Equipment on behalf of the Lessor and to
execute and'deliver to the Lessor and the manufacturer
thereof . (the "Manufacturer”) a Certificate of Acceptance
in the form attached hereto as Schedule B (the '"Certifi-
cate of Acceptanée”),with-respect to such Item of Equip-
ment. Such acceptance of delivery by such authorized
representative or representatives on behalf of the-Leséor
shall, without further act, irrevocably constitute.accep-
tance by the Lessee of such Item of Equipment for all
purposes of this Lease. The Lessee shall remain respon-
~sible for and shall be liable to the Lessor for any Item
accepted by such inspector which is not actually in good
order and in conformance with' Section 1.3 hereof and the
other requireﬁents of this Lease relating to the condiﬁion
or use of such‘Item.

1.3. Lessee's Satisfaction with Equipment; Confor-

mance with Specifications and Requirements. The Lessee's

execution and delivery of a Certificate of Acceptance with
respect to each Item of Equipment pursuant to Section 1.2
hereof shall cohclusively establish that such Item of Equip-
ment 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
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‘appears to conform to the specifications applicable thefeto
and to all applicable United States Department of Transpor-
tation and Interstate Commerce Commission requirements and
specifications, if any, and to all standards required or
récommended’by the Association of American Railroads appli-
cable to new railroad equipment qualified'for interchange -
of the character of the Equipment and all relevant motor
vehicle codes, all as of the date of this Lease. By execu-
tion and delivery of su;h Certificate of Acceptance, the

- Lessee represents that it has no,knowlédge of any such defect;

SECTION 2. RENTALS AND PAYMENTS DATES.

2.1. Irrevocable Noncancellable Net Net Lease.

This Lease is a net net lease.and the Lessee's irrevocable
obligation,tb pay‘the Fixed Rental (as hereinafter defimed)
and oﬁher amounts payable hereunder sha%l be absolute uncon-.
ditional and noncancellabie under any and all circumsﬁances
and, without limiting the generality of the foregoing, the
Lessee shall not be enti;led to any abatement of rent or
reduction thereof or setoff against rent, including, but

not limited to, abatements, reductions or setoffs due to

any present or future claims of the Lessee against the Leséor‘
or any agent of the Lessor (”Agent")lunder ﬁhis 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 obliga-
tionsvof the Lessee be otherwise affected, by reason of

any defect in or damage to or loss or destruction of all

-5-



or any of the Equipment from whatsoever cause, the taking

or requisitioning of the Equipment by condemmation or other-
wise, the lawful prohibition of Lessee's use of the Equip-
ment, the interference with such use by any private person

or corpeoration, the invalidity or unenforceability or lack

of due authorization or other infirmity of this Leasé, or

lack of 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 presenf or future law

to the contrary notwithstanding, it being the intentioﬁ'of

the parties hereto that the rents and othef aﬁounts payable

by the Lessee hereunder shall continue to be payéble.infall
events unless the obligation to pay the same shall be terminated
pursuant to Section 11 ﬁereof; or until, pursuant to Section 13
hereof, the Equipment has been returned to the possession of
the Lessor (for all purposes of this Lease any Item of Equip-
‘ment shall not be deemed to have been returned to the Lessor's
possession until all of the Lessee's obligations with respect
to the return, transportation and storage thereof have been
performed). To the extent permitted by applicable law, the
Lesseé hereby wai;es any and all rights which it may now have
or which-at any time hereafter may be conferred upon it, by
statute or otherwise, to terminate, cancel, quit or surrender
thellease of aﬁy of the Items of Equipment except in accor-
dahce with the express terms hereof. Each rental or other pay-
ment made by the Lessee hereunder shall be final, and the

Lessee shall not seek to recover all or any part of such pay-



ment from the Lessor or any assignee pursuant to Section 16

hereof for any reason whatsoever.
§

2.2, Rentals forAEquipment.A With respect to each

Item of Equipment subject to this Lease, the Lessee agrees to

pay in advance to the Lessor, 36 consecutive quarterly install-
ments of rental (the '"Fixed Rental"), the first 28 of sﬁch con-
secutive quarterly installments shall each be in an amount~équal
to 4.746% of the purchase price thereof (as, specified in Schedule A)
and the last 8 of such consecutive quarterly installments shall
each be in an émount equal to 2.822.of the purchase price thereof
(as specified inFSchedulebA). The first installment of Fixed
Rental for each Item of Equipment shall be due and payable on

the date the invoice of the manufacturer of the separate Item

of Equipment being leased hereunder is paid ("te;se Commencement
Date') and the balance of the Fixed Rental ins;allmenté shall

be paid in consecutive three month intervals thereafter. If

any of the rental payment dates is ndt a business day, the rental
payment otherwise payable on such date shall be payable on the
preceding 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 auth-

orized or required to close. .

2.3. Place of Rent Payment. The Lessor irrevocably
instru;ts the Lessee to make, and the Lessee agrees to make,
all the payments (other than payments under Sections 6 and
10.2) due the Lessor provided for in this Lease, including
but not limited to all payments provided for in Sections
2.2 and 11 hereof, (i) fof so long as the Security Agree-
ment shall remain in effect, to the Lender in immediately

available funds at or prior to 10:00 a.m., Chicago time,

-7-



at the office of Leasing Consultants, 205 West Wacker

Drive, Suite 1521, Chicago, Illinois 60606, or its designée,

on the date due, and (ii) if the Security Agreement shall no
longer be in effect, to the Lessor or as directed by the Lessor
in immediately available funds at such place as the Lessor shall

specify in writing.

SECTION 3.  TERM OF THE LEASE,

The term of this Lease as to each Item of Equip-
ment shall begin on the date of the delinery to and accept-
ance by the Lessee of such Item of Equipment and, subject to
the'provisions of Sections 11, 14 and 17 hereof, shall terminate
as to such Item of Equipment upon the date occurring 36 quarters
following the Lease Commencement Date provided for in Section

2.2 hereof; provided, further, that no Reorganized Company

(as defined in Section 14.1 hereof) which at any time may be-
come the successor lessee hereunder may exercise any right

to terminate this Lease,

SECTION 4. ' OWNERSHIP AND MARKING OF EQUIPMENT.

" 4,1,  TRetention 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 possession and use thereof by the Lessee.
Notwithstanding anything to the contrary contained herein,
all‘righ;s and obligations of the Lessee under this Lease
and in and to the Items of Equipment are subject to the
iights of the Lender under the Security Agreement. If an
event of default should ocCuf as provided in Section 14 here-
of, the Lénder may terminate this Lease. |

4,2, Duty to Number and Mark Equipment.

(a) The Lessée will cause each Item of Equipment

-8-



" to be kept numbered with the identifying number set forth
in Schedule A hereto and will keep and maintain or cause
to be kept or maintained, plainly, distinctly, permanently
and conspicuousiy marked by a plate or stencil printed in
-contraéting color upon each side of each Item of Equipment
in letters not less than one inch in height, the words as
follows:
| "Owneréhip subject to a Security Agreement
recorded with the Interstate Commerce
Commission."
with appropriate changes thereof and additions thereto as
from timé to time may be required in law in order to protect
the title of the Lessor to such Item of Equipment, its rights
under this Lease and the righﬁs of any assignee under Section
.16 hereof, including but not limited to the Lender. The.
Lessee will not piace or permit any such Item of Equipment
, to be placed in operation 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 or cause to
be replaced promptly any sﬁch names and word or words which
may be removed, defaced or destroyed. Thé Lessee will not
change the identifying number of any Item of Equipment.
(b) Except as above provided, the Lessee will
not allow the name of any person, association or corporation
to be placed on the Equipment 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 equipﬁent used
by it of fhe same or a similar type for convenience of iden-
tification of the right of the Lessee to use the Equipment
under this Lease. .
(c) Each Item of Equipment shall be the subject
of a motorized vehicle title issued either by the Staté.
of Illinois or £he State of Oklahoma. That Certificate

of Title shall show the Lessor as owner, be retained by

the Lessor and reflect the security interest of the

Lender., ~ -

SECTION 5. DISCLAIMER OF WARRANTIES,

THE LESSOR LEASES THE EQUIPMENT, AS-IS, IN WHAT-
EVER CONDITION IT MAY BE, WITHOUT ANY AGREEMENT, WARRANTY
OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, BY EITHER
THE LESSOR OR THE LENDER EACH EXPRESSLY DIS-
CLAIMING ANY WARRANTY OR REPRESENTATION, EITHER EXPRESS OR
IMPLIED, AS TO THE FITNESS FOR ANY PARTICULAR PURPOSE OR
MERCHANTABILITY OF ANY ITEM OR ITEMS OF EQUIPMENT, THE TITLE
THERETO, OR THE LESSOR'S INTEREST THEREIN, THE LESSEE'S |
RIGHT TO THE QUIET ENJOYMENT THEREOF, THE DESIGN OR CONDITION

OF, OR AS TO THE QUALITY OF THE MATERIAL, EQUIPMENT OR WORKMAN-

-10-



SHIP 1IN, THE EQUIPMENT, OR ANY OTHER MATTEI‘D\-‘WHATSOEVER,

IT BEING AGREED THAT ALL SUCH RISKS, AS BETWEEN THE LESSOR, '
THE * LENDER AND THE LESSEE, ARE TO BE BORNE BY
THE-LESSEE. The Lessor hereby appoints and constitutes the
Lessee its agent and attorney-in-fact during the term of
this Lease to assert and enforce, from time to time, in

the name and for the account of the Lessor and the Lessee,
as their interests may appear, but in all cases at the sole
cost and expense of the Lessee, whatever claims and rights
the Lessor may have against the Manufacturer, provided, how-
ever, that if at any time an Event of Default shall have
occurred and be cdntihuing, the LeSsor may assert and en-
force, at the Lessee's sole cost and expense such claims

and rights. The Lessor shall have no responsibility or
liability to the Lessee or any other person with respect

to any of the fo;lowing: {i) any 1iabiiity, loss or damage
caused or alleged to be caused directly or'indirectly by
any Item of Equipment or by any inadequacy thereof or defi-
ciency or defect therein or by any other circumstances'in
connection therewith; (ii) the use, operation or performance
of any Item of Equipment or risks relating thereto; (iii)
any interruption of service, loss of business or anticipated

profits or consequential damages; or (iv) the delivery,
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operation, servicing, maintenance, repair, improvement or

replacement of any Item 6f Equipment.

SECTION 6. LESSEE'S INDEMNITY.

\ (a) The Lessee shall protect, indemnify and hold
the tessor, its Agent (in both its individual and fiduciary
capacities), and the Lender,
and their respecfive successors, assigns, agents and ser-
vants (hereinafter referred to as "Indemnified Persons")
as third party beneficiaries hereof, harmless from and
against any and all causes of action, suits, penalties,
claims, demands or judgments, of any nature whatsoever which
may be imposed on, incurred by or asserted against any In-
demnified Person (including without limitation attorneys'
fées and expensesi in any way relating to or arising or
’ alleged‘to arise out of this Lease or the Items of Eguip-
ment, including without limitation tﬁose in any way relating
to or arising or alleged to arise out of (i) the manufac-
ture, constructioﬁ, purchase, acceptance, rejection, owner—
- ship, delivery, non-delivery, lease,'sublease; posseésion,
use, operation, conditidn( sale, return or other disposition
of any'Item of Equipment; (ii) any latent or other defects
whether or not discoverable by any Indémnified Person or
the Lessee; (iii) any claim for patent, trademark or copy-

right infringement; (iv) any claims based on strict liabil-
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ity in tort or imposed by statute; (v) any injury to or
the death of any person or any damage to or loss of property
on or near the Items of Equipment or in any manner growing
out of or cqncernéd with or alleged to grow out of or be
connected with, the ownership, use, replacement, leasing,
adaptation or maintenance of the Items or of any other
Equipment in connection with the Items (whether owned or
under the control of the Lessor, the Lessee or any othef
person) or resulting or alleged to resuit from the condition
of any thereof; (vi) any violation, or alleged violation,vof
anj provision of this Lease or of any agreement, law, rule,
regulation, ordinance or restriction, affecting’or appli-
cable to the'Items or the leasing, subleasing, ownership,
use, replacement, adaptation or maintenance thereof; (vii)
any claim arising out of any of the Lessor's obligations
under the Purchase Order Assignment or the Security Agreement;
or (viii) any claim arising out of the Lender
holding a security interest under the Security Agreément.

{(b) All payments under this Section 6 shall be
made directly to the Indemnified Person. The Lessee shall
be obligated under this Section 6, irrespective of whether

any Indemnified Person shall also be indemnified with re-

-13-



spect to the same matter under any other agreement by any
other person, and the Indemnified Person seeking to enforce
the indemnification may proceed directly against the Lessee
under this Section 6 without first resorting to any such
other rights of indemnification. 1In case ény action, suit
or proceeding is brought against any Indemnified Person

in connection with any claim indemnified against hefeunder,
the Lessee may and, upoﬁ sgch Indemnified Person's request,
will, unless the Lessee elects to satisfy such claim, at
the Lessee's expense resist and defend such action, suit

or proceeding, or cause the same to be resisted or defended
by counsel selected by the Lessee and approved by such In-
demnified Person, as the case may be, and, in the event

of any failure by the Lessee to do so, the Lessee shall
pay all costs and expenses (including without limitation
attorneys' fees and expenses) incurred by such Indemnified
Person'in connection with such action, suit or proceeding.
In the event the lessee is required'to make any payment
under this Section 6, the Lessee shall pay or cause to be
péid to such Indemnified Person an amount which, after de-
duétion of all taxes required to be paid by such Indemni-
fied Person in respect of their receipt thereof under the
-laws of the United States or of any political subdivision
thereof, shall be equal to the amount of‘such payment.

Upon the payment in full of, or the making of provision

-14-



"satisfactory to the Indemnified Person for the full payment
of, any indemnities as contaiﬁed in this Section 6 by tbe
Lessee, and provided that no Evenﬁ of Default, or event
which with notice or lapse of time or both would constitute
an Event of Default, shall ha&e occurred and be éontinuing,
the Lessee shall be subrogated to any righﬁ of such Indemni-
fied Person in respect of the matter against which indemnity
- has been given. Any péyments received by such Indemnified
Pefson from any person (except the Lessée) as a result of.
any matter'wiﬁh respect to which such Indemnified Person
has been indemnified by the Lessee pursuant to this Section
6 shall be paid over to the Lessee to the extent'necessary
_ to reimburse the Lessee for indemnification payments previ-
ously made in respect of such matter.

 (c) The indemnities contained in this Section
6 shall survive the expiration or termination of this Lease
with respect to all events, facts, conditions or other cir-
cumstances occurring or existing prior to such expiration
or termination_and are expfessl§ hade for the benefit_of,
and shall be enforceable by any Indemnified Person. None
of the indemnities in this Section 6 shall be deemed to
create any rigﬁts of subrogation in any insurer or third
‘party againsi the Lessee or the Lessor therefor, from or
’under any Indemnified Person, whether because of any élaim

paid or defense provided for the benefit thereof or other-
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wise. The indemnity set forth in this Section 6 shall apply
without regard to any negligence on the part of the Lessor,

its Agent or the Lender.

SECTION 7. RULES, LAWS AND REGULATIONS; ALTERATIONS.

The Lessee agrees to comply with all governmental
laws, regulations, requirements and rules (including, with-
out limitations, the rules of the United States Department
of Transportation, the Interstate Commerce Commission and .
the current Interchange Rules or supplements thereto of
the Mechanical Division, Association of American Railroads
and all relevant motor vehicle codes, as the same may be
ip effect from time’to time) with respect to the use, operation
and maintenance of each Item of Equipment subject to this Lease.
In case any eéuipment or appliance is required to be altered,
added, replaced or modified on égy Item of Equipment in order
to comply with such laws, regulations, requirements and rules,
the Lessee agrees'to.ﬁake such alterations, additions; replace-
ments or modifications at its owh expénse and title thereto shall
be immediately vested in the Lessor. The Lessee agrees that, with-

in 30’days after the close.of any calendar quarter in which
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the Lessee had maae any alteration, replacement, addition
or modification to any item of Equipment pursuant to this
Section 7 (the "Alteration"), the Lessee will give written
notice thereof to the Lessor and the Lender describing, in
reasonable detail, the Alterations and specifying the cost
thereof ﬁith respect to each Item of Equipment and the date

or .dates when made.

SECTION 8. " USE AND MAINTENANCE OF EQUIPMENTL

The Lessee shall use the Equipmentlonly in the
manner for which it was designed and intended and so as to
subject it only to ordinary wear and tear. The Lessee
shall, at its own cost and expense, maintain and keep the
Equipment in good order, condition and repair in accordance
with the terms of this Lease, ordinary wear and tear excepted.
The Lessee, at its own cost and expense, may with the prior
wriCten consent of the Lessor and the Lender make such altera-
tions, modifications and additions (hereinafter collectively
feferred to as ''Additions'") to the Equipment thch are desir-

able for the proper conduct of the Lessee's business so
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'long as such Additions shall not be inconsistent with the
continuing operétion of the Equipment, and shall not dimin-
ish the valué, utility or condition of the Equipment below
the value, utility and condition thereof immediately prior
to the making of such Additions, assuming the Egquipment

was then in the condition required to be maintained by the

" terms of this Lease; provided, however, fhat no such Addi-
tion shall be made if'iﬁ the case of an alteration or modi-
fication the Equipment cannot be readily restored to its
condition immediately prior to the time such alteration

or modification was made or in the case of an Addition,

the Addition ié not readily removable from the item to which
it relates withou; material damage thereto and without dimin-
ishing or impairing the value or utility which the Item
would have had immediately’prior'to such time had such Addi-
tion not been made. BAny parts installed or replacements
made by the Lessee upoﬂ ény Item of ﬁquipment pursuant

to its obligation to maintain and keep the Equipmeﬁt in

good order, condition and repair under this Section 8 shali
be considered accessions to such Item of Equipment and title
thereto shall be immediately vested in the Lessor without
cost or expense to the Lessor; provided, however, that title
to any readily removable Additions or improvements shall
remain with the Lessee.' The Lessee agrees that it wiil,

prior to the return of such Item of Equipment to the Lessor
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hereunder, remove such readily removable Additions or im-
provements at its own expense without causing material dam-

age to such Item of Equipment.

SECTION 9. LIENS ON THE EQUIPMENT.

The Lessee covenants and agrees that it will pay
and discharge, or cause to be paid and discharged, or make
adequate provision for the satisfaction or discharge of,
any debt, tax, charge, assessment, obligation or claim which
if unpaid might become a lien, charge, security interest
or other encumbrance upon or against any Iteonf Equipment;
but this Section.B shall not reguire the payment of any
such débt, tax, charge, assessment, obligation or claim
so0 long as the validity thereof shall be contestgd in good
faith and by appropriate legal p;oceedings, provided that
such contest will not materially endanger the rights or
interests of the Lessor or of the Lender and the
Lessee shall.have furnished the Lessor and the
Lender with an opinion of counsel to such effect. 1If the
Lessee does not forthwith pay and dischérge,'or cause to
be paid and discharged, or make adeguate provisions for
the satisfaction or discharge of, any such debt, tax, charge,
assessment, obligation or claim as required by this Section

}9, the Lessor or the Lender may, but shall not

be obligated to, pay ang discharge the same and any amount

-19-



so paid shall be secured by and under this Lease and the

Security Agreement until reimbursed by the Lessee.

SECTION 10. FILING; PAYMENT OF STATE AND LOCAL TAXES.

10;1. Filing. The Lessee will, promptly after
the execution and deiivery of this Lease and the Security
Agreement, and each supplement or amendment hereto or theie—
to, respectively, cause the same té be duly filed, recorded
or aeposited with the Interstate Commerce Commission in
accbrdance with 49 U.S.C. 811303 and in such other places
within or without the United States as the Lessor, the
Lender shall request, and
the Lessee will furnish the Lessor and thé.Lender
‘with procof of any such filing, ‘The Lessee will cause each
Certificate of Title for the Items of Equipment issued by
any -state to reflect the lien of the Lender, and
will, frOm time to time, do and perform any otﬁer act and
will execute, acknowledge, deliver, file, register and record
(and will refile, reregister or rerecofd whenever required)
any and all further instruments required by law or requested
by the Lessor or the Lender ' for the purpose of
protecting the Lessor's title to, or the Lender
security interest in, or the Lessor's leasehold estate in,'
any Item of Equipment to the satisfaction of the Lessor's

or the Lender's counsel or for the purpose of
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carrying out the intention of this Lease, and in connection
with any such action, will deliver to the Lessor,

and the Lender proof of such filings

and an opinion of the Lessee's counsel as is réquired by

the Security Agreement. The Lessee will pay

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

-

10.2. Payment of State and Local Taxes. (a)

All payments to be made by the Lessee hereunder will be

free of expense to the Lessor (in both its individual and
fiduciary capacities), any assignee thereof pursuant to
Section 16 hereof (including, without limitation, thé

Lender | (the "Indemnitees")log collection or other
charges and will be free of expense to the Indemnitees with
respect to the amount of any local, state,‘Federai or foreign
téxes (other than any United States Federal income tax (and,
to the extent thaﬁ any respective Indemnitee receives credit
therefor against its United States Federal income tax liability,
any foreign income tax of such Indemnitee) payable by any

respective Indemnitee in consequence of the receipt of pay-
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ments provided herein and othe; than the aggregate of all
net income or franchise taxes measured by net income based
on such receipts, up to the amount of any such taxes which
would be payable to the state and city in which éuch Indem-
nitee has its principal place of business Qithout apportion-
ment to any other state, except any such tax which is in
substitution for or:relieVes the Lessee from the payment

of taxes which it would otherwise Be obligated to pay or
reiﬁburse as herein provided), assessments or license fees
and>any chérges, fines or penalties in connection therewith
(hereinafter célled "Impositions") hereafter levied or im-
posed upon or in connection with or measured by this Lease
or any sale, rental, use, payment, shipment, delivery or.
transfer of title under the terms hereof or the Security
Agreement, all of which Impositions the Lessee assumes and
agfees to pay on demand in addition to the payments to be
made by it provided for herein. The Lessee will also pay
promptiy’all Impositions which may be imposed upon any Item
of ﬁquipment or for the use or operation thefeqf or upoﬁ

the earnings arising therefrom or upon aﬁy Indemnitee solely
by reason of its interest with fespect thereto and will

keep at all times all and every part of such Iteﬁ of Equip-
ment free and clear of all Impositions which might in any
way affect the interest of any Indemnitee therein or result

in a lien upon any such Item of Egquipment. The Lessee shall
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have the right to contest the validity of any Imposition
upon giving the Indemnitees 20 days' notice of its‘intention
to contest the same and making and thereafter maintaining
with the Lessor a deposit of cash or governhent securities
in an amount sufficient, in the reasonable opinioﬁ of the
Indemnitees, to pay or discharge or to assuge compliance
with the matter under contest in the event of a final deter-
mination theréof adversé to the Lessee or in the event the
Léssee fails to prosecute such contest as hefein required.
The Lessee agrees to prosecute any sﬁch.contest diligently
and by appropriate legal proceedings which will prevent

the enforcement of the matter under contest. On final dis-
position ofbsuch éoﬁtest, any cash or securities in the
Lessor's hands not required to pay, discharge or assure
compliance with the matter éontested shall be returned promptly
by the Lessor to the Lessee. If any Im?ositions shall have
- been chérged'or levied agéinst any Indemnitee directly andj
paid by such Indemnitee after such Indemnitee shall have
given'written notice thereof to the Léssge, the Lessee chall
reimburse such Indemnitee within ten business days after
such notice. Prior to making such payment, such Indemnitee
shall promptly notify the Lessee of the Impositions charged
or levied, and the Lessee shall have the opportﬁnity to
contest such Impositions, at its sole expense, in accoré-

ance with the terms of this Section.



(b) In the event any reports with respect to Im-
pdsitions are required to be made on the basis of individual
Items of Equipment, the Lessee will either prepare and file
"such reports in such manner as to show as required the inter-
ests of each Indemnitee in such Items of Equipment or, if
it shall not be permitted_to file the same, it will notify
each Indemnitee of such reporting requifements, prepare
such reports in such maﬁner as shall be satisfactory to
each Indemnitee and deliver the same to each Indemnitee
within a reasonable period prior to the date the same is
to be filed.

(c) In the event that, during the continuance
of this Lease, any Imposition accrues or becomes payable
or is levied or assessed (or is attributable to the period
of<time'during which this Lease is in existence) which the
Lessée.is or will be obligated to pay or reimburse, pursuant
to this Section 10.2,-such liability shall continue, notwith—
standing the expiration or termination of this Lease for
aﬁy reason whatéoever, until all-such Impositions are paid

or reimbursed by the Lessee.

SECTION 11. INSURANCE; PAYMENT FOR CASUALTY OCCURRENCE.

11.1 Insurance. (a) The Lessee agrees that it

will at 2ll times during the term of this Lease and during

any return and storage period hereunder and at its own cost
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and expense keep each Item of Equipment insured against

loss by fire, windstorm and explosion and with extended
coverage and against'such other risks as are customarily
insured against by railroad companies on similar equipment
owned by them at not less than the full insurable value

. (actual replacement value less actual physical depreciation)
thereof and in any e&ent not less than the Casualty Value
(as defined below) of such Item of Equipment as of the next
following date of payment of said Casualty Value and will
maintain general public liability insurance with respect

to the Equipment against damage because of bodily injury,
including death, or damage to property of others, such in-
surance to afford protection to the limit of not less than
$29,000,000 in the aggregate in ény single occurrence. Any
such propééty insurance may have deductible provisions to no
. greater extent than $l,OC0,000 in the aggregate in any single
occurrence, and any public liability insufance may have de-
ductible provisions to no greater extent than $2,000,000 in
the aggregate in any single occurrence, All such insurance
shall cover the interest of the Lessof, its Agent, the
Lessee, and’the Lender in the Eqﬁipment or, as the case

may be, shall protect the Lessor, the Lessee, its Agent,

and the Lender in respective risks arising out of the
condition, maintenance, use, ownership, leasing 

and operation of the Equipment and shall pro-
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vide that ldsses, if any, in respect to the Equipment shall
be payable to the Lessee and the Leséor as their respective
interests may appear; provided, however, that upon receipt
by the Lessee of notice of the assignment of this Lease and
the rents and other sums payable hereunder pursuant to
Section 16 hereof the Lessee shall cause such insurance on
the Equipment to provide that the losses, if any, shall be
payable to the Lender under a standard mortgagee loss-péy-
able clause satisfactory to the Lessor, the Lessee and

the Lender. All policies of insurance maintained pursuant
to this Section shall provide that 30 days' prior written
notice of cancellation shall be given to the Lessor and

its Agent and the Lender and that such insﬁrance as to
theAinterest of the Lessor and its Agent therein shall not
be invalidated by any act or neglect of the Lender, the
Lessor, its Agent or the Lessee or by any foreclosure or
other remedial proceedings or notices thereof relating to
thé-Equipment or any interest therein nor by any change in
 the title or ownership of the Equipment or any interest
therein or with respect thereto or by the use or operation
of the Equipment for purposes more hazardous than is per-

mitted by such policy. No such policy shall regquire co-insurance.
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The loss, if any; shall be adjusted only with the approval
of the Lessee, the Lessor, its Agent and the Lender. all
sucﬂ policies shall provide that the loss, if any, there-
under shall be adjusted and paid as provided in this Lease.
The Lessee shall further furnish the Lessér and the‘Lender
with certificates or other satisfactory evidence of main-
tenance of the insurance required hereunder and with respect
to any renewal policy or policies shall furﬁish certificates
evidencing such renewal prior to thé expiration date of

the original policy or policies.. All insurance provided

for in this Section shall be effective with insurance com-
panies approved by the Lessor, and the Lender which approval

shall not be unreasonably withheld.
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(b) The proceeds of any property insurance received
by the Lessor, or the Lender will
be paid to the Lessee either (i) upon a Qritten application
signed by the Lessee for payment of, or to reimburse the\
Lessee for payment of, the costs of repairing or restoring
the Item of Equipment which has been lost, damaged or de-
. stroyed (which application shall be accompanied by satis-
factory evidence of such cost ana the completion of sqch
repair, restoration or replacement) or (ii) if this Lease
is terminated with respect to such Item of Equipment.because‘
of the destruction thereof promptly upon payment by the
Lessee of the Casualty Value; provided that, if the Lessee
is at the time of the application in default in the payment
of any other liability of the Lessee to the Lessor hereun-
der, such proceeds may be applied against such liability.

11.2. Payment for Casualty Occurrences. In the

event that any Item of Equipment shall be or become lost,
stolen, destroyed, irreparébly damaged, permanently rendered
‘unfit for use from any cause whatsoever during the term

of this Lease or thefeafter while such ftem of Eguipment

is in the possession of the Lessee pursuant to Section 13
hereof, or title or use thereof shall be reqg-

uisitioned by any governmental authority under the power

of eminent domain or otherwise during the term of this Lease

for a stated period which exceeds the then remaining term
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of this Lease (such occurrences being hereinafter referred
to as "Casualty Occurrences"), the Lessee shall promptly
and fully notify or cause to be notified (after the Lessee
has knowledge of such Casualty Occurrence) the Lessor-and'
the | Lender with respect thereto. On the rental
payment date next succeeding the delivery of such notice
(or, in the event such rental payment date will occur within
15 days after delivery of notice, on the following rental
payment cdate, or in the event the term of this Lease has
already expired or will expire within 15 days after delivery
of such notice, on a date within 15 days of sﬁch delivery);
the Lessee shall pay or cause to be paid to the Lessér'an
amount egual to the rental payment or payments in réépect
of such Item due and payable on such date plus a sum equal
to the Casualty Value of such Item as of such payment dake.
Upon the making of such payment by or on behalf of the Les-
'see in respect of any Item, the rental for such Item shall
cease to accrue as of the date of such payment, the term

6f this Lease as to such Item shall terminate and (except
in the case of the loss, theft of compléte destruction of
such Item) the Lessor shall be entitled to recover posses-
sion of such Item. If the date upon which the making or
causing to be made of such payment by the Lessee in respect
of any Item as required as aforesaid shall be after the

term of this Lease in respect of such Item has expired,

oo-29-



-no rental for such Item shall accrue after the end of such
term but the Lessee, in addition to paying the Casualty
Value for such Item, shall payrorAcause to be paid interest
thereon from the end of such term to the date of such pay-
ment at the prime rate of interest which Continenﬁal I1li-
nois National Bank and Trust Company of Chicago charges

on the date of such payment for 30 day unsecured loans to
large corporate borrowers of the highest credit standing.

11.3. Casualty Value.

The Casualty Value of each Item of

Equipment shall be an amount determined as of the date the
Casualty Value is paid as provided in this Section 11 (and
not the déte of the Casualty Occurrence) egqual to that per-
céntage of the Pufchase_Price_(as defined in

.Schedule A) of such Item of Equipment set forth in
the Schedule of Casualty Values attached hereto as Sched-~
ule C opposite such date of payment. The aforesaid percent-
ages have been computed without regard to recapture of the
Invéstment Credit provided for in Section 38 and related
sections of the Internal Revenue Code. Conseguently, the
Casualty Value of any unit suffering a Casualty Occurrence
during the period preceding the third, fifth or seventh |
lanniversary of the date of delivery in acceptance of such
item shall be increased by the applicable.percentage of

the Purchase Price set forth in Schedule C hereto
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‘in the meaning of the term "Casualty Value" as used herein.

11.4. Disposition of Equipment. The Lessee shall,

as agent for the Lessor, dispose of such Item or Items of
Equipment having suffered a Casualty Occurrence not in&olv-
"ing a requisition of title as soon as it is able fo do so
for the fair market value thereof. Any such'disposition
shall be on an "as-is", "where-is" basis without represen-
tation or warranty, express or ihplied. As to each separate
Item of Equipment so disposed of, the Lessee may, so long

as no Event of Default shall have occurred and be continuing
hereunder, retain all amounts arising.from such disposition
plus any insurance proceeds and damages received By the
Lessee.by reason of such Casualty Occurrencé plus any reg-
uisition or.condemhation_or'awards ﬁp to the Casualty Value
attributable thereto and actually paid by the Lessee as
herein provided and shall remitvthe excess, if any, to the
LessQr.' In disposing of such Item of Equipment, the Lessee
shall take such action as the Lessor shall reasonably re-
ques£ to.terminate any contingent liability which the Lessor
might have arising after such disposition from or connected
with such Item of Equipment.

11.5. 'Risk of Loss. The Lessee shall bear the

risk of loss and, except as hereinabove in this Section 11

provided, shall not be released from its obligations here-
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‘under in the event of any.Casualty Occurrence to any item

of Equipment from and after the date hereof and continuing
until payment of the Casualty Value and all rental install-
ments and other sums due on and prior to the date of payment
of such Casualty Value in respect of such Item of Equipment
has been made, such Item or the salvage thereof has been
disposed of by the Lessee and the title to such Item or

the salvage thereof and all risk of loss and liabilities
incident to owﬂership have been transferred to the purchaser
of such Item or the salvage thereof.

11.6. 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 authority
under the power of eminent domain: or otherwise for.an in-
definite period or for a stated period which does not excéed
the term of this-Lease,‘the Lessee's obligation to pay 2ll
installments of rental and other sums shall continue for
the duration of such requisitioning or faking,_but not be-
'yona the expiration of the term of this Lease or any exten-
sion therecf. The Lessee shall be entitled to réceive and
retain for its own account all sums payable for any such
period by such’governmental authority as compensation for
requisition or taking of possession, provided no Event of
'Default shall have occurred and be continuing. If at the

end of the then current term of this Lease any Item of Equip-
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ment is then held by any governmental authority under the
power of eminent domain or otherwise and this Leése shall
not then be renewed pursuant to Section 17 hereof, from
and after such date the Lessor shall be gntitled to receive
and retain all sums payable by such governmental authority

as compensation for requisition or taking of possession.

SECTION 12. ANNUAL REPORTS.

12.1. Financial Reports. The Lessee will promptly

furnish to the Lessor and the Lender, as soon as available,
and in any event within 120 days aftef the end of each fiscal
~year, copies of its annual financial statements; and as soon
as available, and in any event within 60 days after the end
of each of the first three quarterly periods of each fiscal
year, cbpies of its quarterly financial reports.

12.2. Equipment Reports.. On or before the first

April 1 which occurs more than four months following the date
of this Leaéé and annually thereafter, the Lessee will furnish
'to,the*Leséor and any assignee thereof pursuant to Section 16
hereof (including, without limitation, the Lender)an Officer's
Ceftificaté as of the preceding December 31 (i) showing the
amount, desc:iption and numbers of the Items of Equipment
then leased hereunder, the amount, description and numbers

of all Items of Equipment that may have suffered a Casualty
Occurrence during the 12 moﬁths ending on such December 31

(or since the date of this Lease, in the casé of the first
such statement) and specifying the dates of such Casualty
Occurrences, and such other information regarding the condition
or repair of the Equipment as the Lessor, any such assignees

or the Lender
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may reguest, and (ii) st&ting that, in the case of all Equip-
ment repainted dﬁring the period covered by such statement,
the mafkings reqﬁired by Section 4.2 hereof shall have been
preserved or replaced.

12.2. Lessor's Inspection Rights. The Lessor and

any assignee thereof pursuant to Section 16 hereof (including
without limitation, the Lénder . each shall have

the right, at their respective sole cost and expense, by
their respective authorized representative, to inspect the
Equipment and the Lessee's recoras with reépect thereto, all
at such reasonable times aﬁd as often as said parties may
reasonably request.

SECTION 13. ' RETURN OF EQUIPMENT UPON EXPIRATION OF TERM
" OR UPON DEFAULT,. '

13.1. Return upon Expiration of Term. (a) Upon

thevexpiration of the term of this Lease with respect to

any Item of Equipment.and upon the Lessor's request after any
default hereundex, the Lessee will, at its own cost and
expense, deliver possession of such Item of Equipment

to the Lessor at such location as the Lessor may designate
and permit the Lessor to store such Item of Equipment on

such tracks or facilities of the Lessee for a period not ex-
ceeding 90 days from the date such Items are first placed

in storage pursuant to this Section 13.1, and transport
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the same at any time within such 90-day period to any

other reasonable place, all as directed by the

Lessor

upon not less than 5 days' written notice to the Lessee.

All movement and storage of each such Item is to be at the

risk and expense of the Lessee, and in the event any Item

- of Equipment shall suffer a Casualty Occurrence during any

such period of movement and storage the Lessee

shall pay

the Lessor the Casualty Value therefor. During any such

period of movement and storage the Lessee will

continue

t6 maintain the insurance coverage required pursuant to

Section 11l.1 hereof. During any such storage period the

Lessee will permit the Lessor or any person designated by

it, including the authorized representative or
of any prospective purchaser of any such Item,
same; provided, however, that thé Lessee shall
except in £he case of negligence of the iessee
employees or agents, for any injury to, or the

any person exercising, either on behalf of the

representatives
to inspect the
not be liable,
or of its

death of,

Lessor or

any prospective purchaser, the rights of inspection granted

under this sentence.

(b) Each Item of Equipment returned to the Lessor

pursuant to this Section 13.1 shall (i) be in the same oper-

ating order, repair and condition as when originally deliv-
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ered to the Lessee, reasonable wear and tear excepted,

(ii) have attached or

affixed thereto any part, addition or improvement title

to which is yested in the Lessor puESuant to Section 7 or
Section 8 hereof and have removed therefrom, at the expense
of the lLessee, any readily removable addition or improvement
title to which is vested in the Lessee pursuant to Section 8
‘hereof, and (iii) meet the applicable standards then in
effect for such Item of Equipment under all governmental
laws, regulations, requirements and rules (inqlﬁding, with—
out limitaﬁion, rules of the United States Department of
Transportation, the Interstate Commerce Commission and inter-
change rules or supplements thereto of the Aséociationvof
American Railroads and all relevant motor vehicle codes).

At any time within 90 days after the return of all Items
of.Equipment, the Lessor may retain an‘independent inspector,
éelected by the Lessor, at Lessee's cost and expense, to in-
- spect the Equipmént and to determine whether the Equiément
has been subjecf only to ordiﬁary wear and tear such as
could be reaéonably expected for such Equipment and meets
all the applicable stahdards‘required under clause (iii)

of the iﬁmediatély preceding sentence. Should sﬁch
inspector determine that any Item of Egquipment has
‘been subject to excessive wear and tear due to any rea-

son, including extensive high mileage usage, or that any

Item does not meet such applicable standards, the Lessee
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shall, at its own cost and expense, repair, recondition,
rehabilitate, or perform such other similar work necessary
to put the Equipment in the condition that it would have
been in had it been subject only to ordinary wear and tear
and in compliance with all such applicable standards. It
is understood that the obligations of the Lessee pursuant
to the immediately preceding sentence do not guarantee a
residual value in the Equipment.

(c) Until the earlier of (i) the date on which
an Item of Equipment is assembled, delivered and stored
as hereinabove pfovided or (ii) the 30th day after the date
of the expiration of the term of this Lease, the Lessee shall
péy the Lessor an .amount per day equal to.05273% of the
Purchase Price of each such Item. If any such Item of Equip—.
ment is not assembled, delivered'and stored as hereinabove
provided within 30 days after the date of the expiration of
the term of this Lease, the Lessee shall, in addition, pay
the Lessor the greater of an amount equallto (i) .05273%
of the Purchase Price of such Item from said 30th day to
the date of its assembly, delivery or storage as herein-
above provided or kii) all rental, per diem or other
similar charges for the Equipment received therefor until

such date of assembly, delivery and storage.
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13.2. -Specific Performance. The assembling, deliv-

ery, stqrage and transporting of the Equipment as provided in.
Seétion 13.1 hereof are of thé essence of this Lease, and
~upon application to any court of equity haying'jurisdiction

in the premises, the Lesspr shall be entitied to a decree
against the Léssee requiring épecific performance of the
covenants of the Lessee so to assemble, deliver, store and
transport the Equipment.

13.3. Lessor Appointed Lessee's Agent. Without

in any way'limiting the 6bligation of the Lessee under the
-‘foregoing érovisions of this Sect;on 13, 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 obiigated to deliver possession of anY'
Items of Equipment to the Lessor, to demand and take pos-
.session 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 14. DEFAULT.

14.1. Events of Default. Any of the following

events shall constitute an Event of Default hereunder:

(a) default shall be made in the payment of any
part of the rental or Casualty Value provided in Sec-
tion 2 or 1l hereof and such default shall continue
for five days;

(b) the Lessee or any Reorganized Company (as
hereinafter defined) shall make or permit any unauthorized
assignment or transfer of this Lease, or of posse551on of
the Equipment, or any portion thereof;

(c) . default shall be made in the observance or
performance of any of the covenants, conditions and
agreements on the part of the Lessee or any Reorganized
Company contained in Section 11.1 of this Lease;
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(d) default shall be made in the observance or
performance of any other of the covenants, conditions
and agreements on the part of the Lessee or any Reorganized
Company contained herein or in the Purchase Order Assign-
ment and such default shall ' '
- continhue for 10 days after written notice from the Lessor

to the Lessee, specifying the default and demanding the

same to be remedied; ' -

(e) any representation or warranty made by the
Lessee herein or in the Purchase Order Assignment or
in any statement or certificate furnished to the Lessor,
or the Lender pursuant to or in connection with
this Lease, or the Purchase Order Assignment is untrue
in any material respect as of the date of issuance or
making thereof;

(f) any term or provision of this Lease is revised,
modified, amended, terminated or superseded in any respect,
in connection with the Reorganization Proceedings or, in
the event any plan of reorganization is adopted in connec-
tion with the Reorganization Proceedings, said plan shall
fail to provide for the payment of the Lessee's obliga-
tions hereunder as an expense of administration or shall
afford any other equipment obligation, whether entered
into prior to the commencement of the Reorganization
Proceedings or during the pendency thereof, any priority
in right of payment or otherwise over the Lessee's obli-
gations under this Lease and the rights of the Lessor
or any assignee thereof pursuant to Section 15 hereof
(including, without limitation, the Lender);

\

(g) a petition for reorganization under Section 77
of the Bankruptcy Act, as now constituted.or as said
Section 77 may be hereafter amended, shall be filed by
or against any Reorganized Company and all the obliga-
tions of the Lessee under this Lease shall not have been
duly assumed in writing, pursuant to a court order or
decree, by a trustee or trustees appointed in such pro-
ceedings or otherwise given a status comparable to the
obligations incurred by such trustee or trustees within
20 days after such appointment, if any, or 30 days after
such petition shall have been filed, whichever shall be
earlier;

(h)  any other proceedings shall be commenced by
or against the Reorganized Company for any relief under
any bankruptcy or insolvency laws, or laws relating to
the relief of debtors, readjustments of indebtedness,
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reorganizations, arrangements, compositions or extensions
(other than a law which does not permit any readjustment
of the indebtedness payable hereunder) and all the ob-
ligations of the Lessee under this Lease shall not '
have been duly assumed in writing, pursuant to a court
order or decree, by a trustee or trustees or receiver,

or receivers appointed for the Reorganized Company or

for the property of the Reorganized Company in connection
with any such proceedings or otherwise given a status
comparable to obligations incurred by such trustee or
trustees or receiver or receivers, within 20 days after
such appointment, if any, or 30 days after such proceed-
ings shall have been commenced, whichever shall be
earlier; ' -

(1) any of the Lessee's obligations hereunder
shall not be accorded first priority for expenses
of administration in the Reorganization Proceedings
or the order of the Court entered in the Reorganization
Proceedings authorizing the execution and delivery of
this Lease shall otherwise not be effected in accor-
dance with its terms or be revised, modified, amended,
terminated or superseded in any respect .

which would involve the possibility of
materially and adversely affecting the rights, powers,
. privileges or remedies of the Lessor or any assignee
thereof pursuant to Section 15 hereof under this Lease;

(j) any Reorganized Company shall be in default
under any material obligation for the payment of
borrowed money or for the deferred purchase price of,
or for the payment of any rent under any lease agree-
ment covering material real or personal property, and
the applicable grace period with respect thereto shall
have expired; or '

(k) the Court shall dismiss the Reorganization

Proceedings without any plan of reorganization having
been adopted in connection therewith.
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The term "Reorganized Company" as used in this Lease shall
megn any corporation and its successors and assigns, includ-
ing, without limitation, Rock Island Railroad, which holds,
acquires or otherwise‘succeeds to-all or substantially all
of the property and business of Rock Island Railroad up@n
adoption of a plan of reorganization with respect to ﬁock
'Island Railroad énd the termination of the Reorganization
Proceedings.

l4.2. Remedies. If any Event of Default has

\

occurred and is continuing, the Lessor or, in the event
this Lease shall be assigned to an assignee pursuant to
Section 16 hereof, such asSignee,'(including, without limi-
tation, the Lender) at its option; may:

(a) Proceed by appropriate court action
or actions, either at law or in equity, to enforce
performance by the Lessee ¢of the applicable cove-
nants of this Lease or to recover damages for
the breach thereof, including attornexs' 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 absolute-
ly cease and terminate as though this Lease had
never been made, but the Lessee shall remain lia-
ble as hereinafter provided; and thereupon, the
Lessor or such assignee, as the case may be, may
by its agents enter upon the premises of the Les-
see or other premises where any of the Eguipment
may be located and take possession of all or any
of the Items of Eguipment and thenceforth hold,
possess and enjoy the same free from any right
of the Lessee, ©or its successors or assigns, to
use such Items for any purpose whatever, but the
Lessor, or such assignee, as the case may be,
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 i
full rental periocd by multiplying the rental for
such full rental period by a fraction of which

the numerator is such number of days and the de-

- npominator is the total number of days in such

full rental period) and also to recover forthwith
from the Lessee as damages for loss of the bargain
and not as a penalty, whichever of the following
amounts the Lessor or such assignee, as the case
may be, in its sole discretion, shall specify:

a sum with respect to each Item of Egquipment which
represents the excess of the present worth, at

the time of such termination, of all rentals for
such Item which would otherwise have accrued here-
under from the date of such termination to the

end of the term of this Lease over the then pre-
sent worth of the then Fair Rental Value (as here-
inafter defined) of such Item for such period '
computed by discounting from the end of such term
to the date of such termination rentals which

the Lessor or such assignee, as the case may be,
reasonably estimates to be obtainable for the _
use of such Item during such period, such present
worth to be computed in each case on a basis of

a 5% per annum discount, compounded quarterly

from the respective dates upon which rentals would
have been payable hereunder had this Lease not
been terminated, or an amount equal to the excess
of any of the Casualty Value of such Item of Eguip-
ment as of the rental payment date on ,or immedi-
ately preceding the date of termination over the
amount the Lessor or such assignee, as the case
may be, reasonably estimates to be the Fair Market
Value (as hereinafter defined) thereof at such
time; provided, however, -that in the event the
Lessor or such assignee, as the case may be, shall
have sold any Item of Equipment, such party, in
lieu of collecting any amounts payable thereto

by the Lessee pursuant to the preceding clauses
and with respect thereto may, if it shall so
elect, demand that the Lessee pay such party and
the Lessee shall pay to such party, on the date
of such sale, as liquidated damages for loss of

a bargain and not as a penalty, an amount eqgual
"to. the excess, if any, of the Casualty Value of
such Item of Equipment as of the rental payment
date on or immediately preceding the date of ter-
mination over the net proceeds of such sale, and
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any damages and expensés, other than for a failure

to pay rental, in addition thereto, including

attorneys' fees, which the Lessor or such assig-"

‘nee, as the case may be, shall have sustained

by reason of the breach of any covenant or cove-

nants of this Lease other than for the payment

of rental. '
For purposes of Section 14.2 above, the Fair Rental Value
for any Item ofvKuipment shall be determined on the basis
1 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 pcs-
session) and an informed and willing lessor under no com-
pulsion to lease. If the Lessor and the Lessee are unable
to agree upon a determination of the Fair Rental Value of
such Item of Equipment, such value shall be determined in
éccordanCe with the foregoing definition by a qualified
indepenaent Apéraiser. The term "Appraiser"” shali mean
two indepéndent appraisers, one chosen by the Lessor and
one chosen by the Lessee, or if such appraisers cannot agree
on the amount of such value, determined on the basis of
aﬁ appréisal made by a third a?praiser chosen by the Ameri-
can Arbitration Association. The Appraiéer shali be instructed
to make such determination within a period of 30 days fol--
lowing appointment( and shall promptly communicate such
determination in writing to the Lessor and the Lessee.

The determination so made shall be conclusively binding

upon both the Lessor and the Lessee. The expenses and fees
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of the Appraiser shail be borne by thevLe$see, The Fair
Market Value for any Item of Egquipment shall be determined
in a similar manher with appropriate adjustments for sale
rather Ehan rental, with any appréisal expenses to bé borne
by the Lessee; provided that any sale'in‘a commefcially
reasonable manner of any ;tem'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 ény
such determination shall conclusively'establish the Fair
Rental Value of such Item.

® ~

14.3. Cumulative Remedies. The remedies in this

Lease provided in favor of the Lessor or any assignee pur-
suant to Section 16 hereof, as the case may be fincluding,
without limitation, the Lender), shall not be

deemed exclusive, but shall be cumulative and shall be in
addition to all other remedies in its favor existin§ at

law or in equity. The Lessee hereby wai?es any mandatory
requirements of law, now or hereafter in effect, which might'
limit or modify any of the remedies herein provided, to -
the extent that such waiver is permitted by law. The Léssee
hereby waives any and all existing or future c¢laims of any
right to assert any offset against the rental payments due
;hereunder, and agrees to make the rental payments regardless
of anyloffsetvor.claim which may be asserted by the Lessee

or on its behalf.
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1l4.4, Failure to Exercise Rights. The failure

of the Lessor or anyAassignee, pursuant to Section 15 hereof
as the case may be (iﬁcluding, without limitation,'ﬁhe
Lender), to exercise the’rights granted it hereunder .
upon any occurrence of any of the contingencies set forth
herein shall not constituté a waiver of any such right upon
the continuation or recurrence of any such contingencies

or similar contingencies; and a waiver of any such right

on one occasion shall not constitute a waiver of such right
as to any other occasion and shall not be effective unless

it is in writing and signed by the Lessor and the Lender.

v -

14.5. Notice of Event of Default. The Lessee
also aérees to furnish to the Lessor and any assignee thereof
pursuant tO'Sectioﬁ 15 hereof (including, without limita-
tion, the .Lender promptly upon any responsible'
officer becoming aware of any condition ;hich constituted
or constitutes an Event of Default under this Lease or,which,
after notice or lapse of time, or both, would constitute
suéh an Event of Default, written notice specifying such
condition and the nature and status thereof and indicating
the intention or expectation of the Lessee as to the disposi-
tion thereof. For the purposes of this Section 14.5 a
"responéible officer" shall mean, with respect to the subject
_matter of any covenant, agfeement or obligation of the Lessee
in this Lease contained, any corporate officer of the Rock

Island Railroad who, in the normal performance of his
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operational responsibilities, would have knowledge of such
matter and the requirements of this Lease with respect there-
to and William M. Gibbons, as Trustee of the Propérty of

the Rock Island Railroad.

© SECTION 15. | ASSIGNMENTS BY LESSOR.

This Lease and all rent and all other sums due
or to become due heréunder may be -assigned in whole or in
part by the Lessor without the consent of the Lessée, but
the Lessee shall be under no obligation to any assignee
of the Lessor except upon written. notice of such assignment
~from the Lessor. Upon notice to the Lessee of any such
‘aSSignmeht, the rent and other sums payable by the.Lessee
which are the subject matter of the assignmeht shall be
paid to or upon the written order of such assignee. All
"the rights of the Lessor hereunder (incluQing, but no£ lim-
ited to, the right £o reéeivé the rentals payable under
-this Lease) shall inure to the benefit of the Leﬁspr's as-
signs, including the Lender. Without limiting
the foregoing, the Lessee further acknowledges and agrees
that (i) the rights of any such assigneé in and to the sums
payable by the Lessee under any provision of this Lease
shall not be subject to any abatement whatsoever and shall
not be subject to any defense, setoff, counterclaim 6r re-

coupment whatscever whether by reason of failure of or de-
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fect in the Lessor's title, or any interruption from what-
soever 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 par£ thereof, or

by reason of any other indebtedness or liability, howsoever
and whenever arising, of the Lessor to the Lessee or to

any other pérson; firm or corporation or to any governmental
authority or for.any cause whatsoever, it being the intent
hereof that, except in the event of a wrongful act on tﬁe
part of such assignee, the Lessee shall be uncénditionally
and absolutely obligated to pay-sgch assigneé all of the
rents and other sums which are'the subject matter. of the
assignmeﬁt, (ii) said assignee, shall, if an Event of De-
fault, or any event which with thevlapse of time or the
giving of notice, or both, would constitute suchian Event’
of Default, shall:have occurred and be continuing, have

the sole right to exercise aii'rights,‘priVileges and rem-
edies (either in its own néme or in the name of the Lessor
for the use and benefit of said assignee} which by the terms
of this Lease are permitted or provided to‘be exercised

by the. Lessor (except those rights, privileges and remedies
relating to amounts payable only to the Lessor pursuant

to Sections 6, 10.2, 11.1 and 20.2 hereof which shall remain enforce

able by the Lessor) but if no Event of Default or event which with ths
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lapse of time or giving of notice, or both, would consﬁitute
‘an Event of Default, shall have occurrea and be continuing,
said assignee‘and the Léssor may each exercise their respec-
tive rights, privileges.and remedies stated in this Lease

to be provided for their respective benefits, and (iii) |
all obligations of the Leséor to the Lessee under this Lease
shall be enférceable by the Lessee againét, and only against,

the Lessor.

SECTION 16. ASSIGNMENTS BY LESSEE: USE AND POSSESSION.

16.1. Lessee's Rights to the Equipment. So long.

as no Event of Default, or ahy event which with the lapse
of time or the giving of noticé, or both, would constitute
such an Event of Default, shall have occurred and be con? -
tinuing, the Lessee éhall be entitled to the possession
and use of the Equipment in accordance with the terms of
this Lease, but, without tﬁe prior written consent of the
Lessor, and, in the event phi; Lease has éeen assigned to
an aésignee pursuant to SeEtion 15 hereof, such assignee
.(ihclhding, without limitation, the Lender), the |
Lessee shall not assign, transfer or encumber its lease-
hold interest under this Lease in any of the Equipment.
The Lessee shall nbt, without the priof éritten consent

of the Lessor, and, in the event this Lease has been assigned

to an assignee pursuant to Section 15 hereof, such assignee
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(ingluding, without limitation, the Lender), part
with the possession or control, any of the Equipment, except
to the extent permitted by the provisions of Section 16.2

hereof.

16.2. Use and Possession on Linés Other Than

- Lessee's Own. So long as the Lessee shall not be in defaulf

under this.Leasé; the Lessee shall bé entitled to the pos-
session of the thipment and to the ﬁse thereof upon the
lines ofvrailroad owned or operated by it (either alone

or joiﬁtly) or by any corporation, a majority of whose vot-
ing stock 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 éhe'Lessée or such corporation has trackage or other
operating rights or over which equipment of the Lessee is
regularly operatéd pursuant to cbntract and aisolto permit
the use of any Item of Equipmgnt upon congecting and other
carrie;s in the usuval short termAexchaﬁge of ‘Equipment

but only upon and subject to

'ail.tbe terms and conditions of this Lease. Not&ithstanding
the foregoing, the Lessee shall at no ‘time throughout the
term of thié.Leése assign or permit the assignment of aﬁy
Item of Equipment to service (including, without limitation,
:the-regular'oﬁeration or maintenance thereof) outside the

continental United States. The Lessee further agrees that,
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anything in this Section 16.2 to the contrary_notwithsténd—
" ing, the use of the Equipment outside the.continentai United
States shall be gg minimus. No assignment or sublease en-
tered into by the Lessee hereunder shall relieve the_Leséee
of any liability or obligation hereunder which shall be

and remain those of a principal and not a surety.

16.3. Merger, Consolidation or Acquisition of
Lessee. Nothing in this Section 16 shall be deemed to re-
.st:ict the rightvof the Lessee to assign or transfer its
leasehold interest under this Lease in the Equipment.or
possession of ‘the Equipment to any solvent corporation into
or with which the Lessee shall have become merged or consoli-
dated or‘whicﬂbshall have acquirea or leased all or substan-
tially all of the lines of railroad of the Lessee, provided '
that such éssignees, succ;ssors or transferees shall have .
duly assumed the obligations of the Lessee hereunder and
that they will not, upon the effectiveness of such merger
or consolidation or acquisitioﬁ of properties and the assump-
tion of such obligations, be in default under any provision
of this Lease and that such merger or consolidation or ac-
quisition ofvproperﬁies shall not alter in any way the Les-
see's obligations'tq the Lessor hereunder which shall be

and remain those of a principal and not a guarantor.
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SECTION 17. PURCHASE RIGHT.

If the Lessee shall have fully complied with all
of its obligations provided for within this'Lease, the
Lessee shall, at the expiration of the term of this Lease,
have the right to purchase all the Items of;Equipment at
their totalAFair‘Mafket Expiration Value as of the date
this Lease expires. To exercise this right; the Lessee
shall obtain a Fair Market Appraisal as provided in Section
14,2 and shall thereafter, but not less than 180 days prior
to the expiration of this Lease give the Lessor written

notice of its intention to so purchase.

SECTION 18. INTEREST ON OVERDUE RENTALS.

Anything to the contrary hereinicontained notwith- -
standing, any nonpayment of rent due hereunder shall result
in the additional obligation on the part of the Lessee to
péy also an amount equal to 15% per annum (or the lawful
rate, whichever is less) on the overdue rentals for the

' périod of time during which they are overdue.

SECTION 19. MISCELLANEOQUS.

19.1. Notices. Any notice required or permitted

to be given pursuant hereto shall be deemed delivered three
business days after deposit thereof at any United States
main or branch post office, certified or registered mail,

postage prepaid, addressed as follows:
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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.

19.4. Law Governing. This Lease shall be con-

strued in accordance with the laws of the State of Illinois;
provided, héwever, that the parties shall be entitled'to
all rights conferred by any applicable Federal statute,

rule or regulation.

19.5, Headings and Table of Contents. All Sec-

tion headings and the Table of Contents are inserted for
convenience only and shall not affect any construction or

interpretation of this Lease,

19.6. Severability. Any provision of this Lease

which ié proﬁibited or unenforceable in any jurisdiction

shall be as to such jufisdiction ineffective to tﬁe extent

of such prohibition or unenforcéability githout invalidating

the remaining proviéions hergdf, and any such prohibition

or unenforceability in any jurisdictién shall-not invalidate

or render unenforceable such provisions in any other jurisdiction.

19.7. Survival. All warranties, representations

and covenants. made by the Lessee herein or in any certifi-
cate or other instrument delivered by the Lessee or on be-
half of the Lessee under this Lease shall be considered

to have been relied upon by the Lessor, any assignee thereof
pursuant to Secticn lS:hereof (including, without limita-
tion, the Lender) and shall survive the consummation
of the transactions contemplated hereby regardless of any

investigation made by any such party or on behalf of any
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If to the Lessee: William M. Gibbons, Trustee of the
Property of Chicago, Rock Island
and Pacific Railroad Company
332 South Michigan Avenue
Chicago, Illinois 60604
Attn: Chief Financial Officer

If to the Lessor: c/o Leasing Consultants
205 West Wacker Drive
Chicago, Illinois 60606
or addressed to any such party at such other address as such

party shall hereafter furnish to such other parties in writing.

19.2. Right of Lessor to Perform. 1If the Lessee

fails to perform or comply with any of its covenants herein
contained, either the Lessor or, in the case of an assign-.
ment by the Lessor pursuant to Section 15, hereof, the as-
signee thereunder'(including, without limitation, the
Lender) may, but shall not be obligated to, make advances
or perform the same and take all such action as may be
.necessary to obtain such performance. Any payment sovmade ‘
by any such party and all cos; and expenseé (including, with-
out limitation, attorneys' fees and expenses) incurred in
connection therewith shall be payable by the Lessee to the
party making the same upon demand as additional rent here-
under, with interest at the rate of 157 per annum.

19.3. Execution in Counterparts. This Lease, and

any lease supplemental hereto, may be executed in several
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such party. All statements in any such certificate or
other instrument shall constitute warranties and representa-

tions of the Lessee.

SECTICON 20, FEDERAL INCOME TAX INDEMNIFICATION.

20.1. Intended Tax Benefits. The Lessor has

assumed that it-will be treated as the owner of the Items
and intends to claim such deductions, credits and other
benefits as are provided by the Internal Revenue Code of.
1954 (the "Code"), és amended from time to'time, to an
owner of property, including, without limitafion, the maxi-
mum depreciation deduction with respect to the Equipment
under SectionV167 of the Code, utilizing, for the purpose
of calculating such dedudtion, the method of depreciation

- utilized by the Lessor ("Depreciation"); and any . investment
credit wiﬁh respect to the Purchase Price of the Items
pursuant to Section 38-and r;lated sectio;s of the Code,

as amended from time to time (such credit being herein-
after called the‘"Investmént Credit").

20.2. Actions of Lessee. The Lessee agrees that

' neither it, nor any Affiliate will at any time take any
action or file any returns or other documents inconsistent
with the foregoing assumptions and that each of such corpora-

tions will file such returns, take such actions and execute
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such documents as may be reasonable and necessary to facili-
tate accomplishment of the intent hereof.

20.3. Representations and Warranties of the Lessee.

The Lessee represents and warrants that (i) the Leésor will
be treéted as the.owner of the Items for Federal income tax
purposes; (ii) the Items will constitute "new section 38
property" within the meaning of Section 48(b) of the Code
apd will not have been used by any person so as to preclude
"the original use of such property" within the meaning of
Sections 48(b) and 167(c) (2) of the Code from commencing
with the Lessor; (iii) at all times during the term of the
Lease, the Lessee will not do anything with respect to any
Item which will cause such Item to cease to be "section 38
property" within the meaning of said Section 48(a) (or any
exception thereto); (iv) the Lessee will maintaiﬁ.sufficient
records to verify such use; {v) upon ;eéueét of the Lessdr,
the Lessee will provide written reports .establishing such use.

20.4. Federal Income Tax Indemnification. If

by reason of the inaccuracy in law or in fact of the repré—
sentations and warranties set forth in the preceding para-
graph orxr any act or omission of the Lessee, £he Lessor

shall lose, or shall not have, or shall lose the right to
claim, or shall suffér a disallowance of or shall be reguir-
ed to recaéture (any such event beihg hereinafter called

~a "Loss"), all or any portion of the Depreciation or the
Iﬁvestment Credit or the Interest Deduction with respect

to all or part of any Item,
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then the rentals for such Item set forth in Section 2 of
the Lease shall, on the next succeeding rental paymént date
after written notice to the Lessee by tﬁe Lessor of such
fact, be increased to such amount‘or amounts as shall, in
the reasonable opinion of the Lessor, cause the Lessor's
net after-tax return on and rate of recovery of inveétment
and the annual net cash flows (computed on the assumptions
utilized by the Lessor in evaluating this transaction) to
equal the net. after-tax return on.and rate of recovery of
investment and annual net cash flows that would have been
realized by the Lessor if the Lesgor had been entitled to
utilize all the Depreciation or the_Inveétment Credit re-
lating to such Item, and the Lessee shall forthwith pay

to the Lessor as additional rental an amount which after
deduction of all taxes imposed with respect to suéh payment
equals the amount of any interest and penalties which may
be assessed by the United States of América against the
‘Lessor attributable‘to the Loss of all or such portion

of the Depreciation  the Investment Credit or the Interest
' Deduction;-provided, however, that such rental rate shall
not be so increased if the Lessor shall have lost, or shall
not have, or shail have lost the right to claim or shall
have suffered a disallowance of, or shall have béen reqguired
to recapture, all or any portion of the Depreciafion 4or the
Investment Credit with respéct to all or part of such Item

‘as a direct result of the occurrence of any of the following



events: .

(1) A Casualty Occurrence with respect to
such Item, if the Lessee shall have paid to tﬁe
Lessor theiaméunts stipulated under the Lease;

(i1) A voluntary trahsfer or other voluntary
disposition by the Lessor of any interest in such
Item or the voluntary reduction by the Lessor of
its interest in the rentals‘from.such Item under
the Lease, unless,.in each case, an Event of Default
shall have occurred and be continuing;

(iii) fhe failure of the Lessor to claim in
a timely or proper manner the Depreciation or the
Investment Credit or interest deduction;

(iv) The failure of the LeSso; to have suffi-
cient income or United States Federal income tax
liabiiity to benefit from the Depféciation or the
Investment Credit or interest deduction; or

(v) Any amendment to, or>¢hange in, the
Code or the Regulations which is enacted after
May 14, 1979 (whether or not such amendment or
change 1is retroactively effective.for any period
on or prior to May 14, 1979).

20.5. Lessor's Agreement. The Lessor agrees

to use its best efforts to avert a Loss which would occasion
an increase in the rental rates or other costs of the Lessee

as above provided in this Section 20. In the event the
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rental rates shail be adjusted as in this Section 20, pro-
vided,  the Casualty Value set forth in Section 11 and Sched-
ule C of the Lease and the damages and amoﬁnts'set forth

in Section,l4.2(b).of_the Lease shall be adjusted accordingly.

20.6. Alterations, Modifications and Improvements.

(a) If the Lessor determines that it is necessary to in-
clude in its gross income for Federal income tax purposes
the value of (i) any addition, modification or improvement
to- the Equipment made by>the Lessee, under and pursuant

to the terms of the Lease or otherwise, which addition,

\

modification or improvement is no£ readily removable without
causing material damage to the Equipment; or (ii) any addi-
tion, modification or improvement made by the Lessee pur-
suant to Section 8 df the Lease (all such additions, modifi-
cations or improvements described in this sentencé being
hereinafter called’"Alterations"),.the Lessee shall pay

to the Lessor as additional rental on each of the'dates
provided in the Lease for paymént of the installments of
rental commencing with the first such date following the
date on which the Lessee is required to furnish written
notice of such inclusion to the Lessor pursuant to the
following paragraph such additional rentals which, after
deduction of all taxes required to be paid by the Lessor:

on the réceipt thereof under the laws of the United States

or any political subdivision thereof and after taking into

account any present or future tax benefits that the Lessor
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reasonably anticipates it will dérive from its additional
investment in the Equipment (including without limitation
any available current deduction, current and future deprecia-"
tibn deductions and investment tax credit), when taken to-
gether with thé amount of any rental installments due on
such dates under the Lease (but with appropriate adjustment
on any such date for any such rental installment which for
any reason'shall not in fact be paid by the Lessee), will,
in the reésonable opinion of the Lessor, cause the Lessor'é net
after-tax return on ana rate of recovéry of investment and
annual net cash flows to equal tﬁé net after-tax return on
and rate of recovery of investment and aﬂnual net cash flows
A that would have been realized by the Lessor if the value of
any such Alteratipn had not been includable in the Lessor's
gross income. The Casualty Values payable in reﬁpect of
the eguipment shall be adjusted in amounts calculated in
a similar such manner by the Lessor.

(b) The Lessee agrees that, within 30 days after
the cloée of any calendar year (or in the event the Lessor
-gives the Lessee written not;ce that the Lessor's taxable
year clbses on a date specified therein other than Decem-
ber 31, within 30 days after said date) in which the Lessee
has made Alterations which are includable in the gross in-
come of the Lessor for Federal income tax purposes under this
Section 20.6, the Lessee will give written notice thereof

to the Lessor describing such Alterations in reasonable
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detail and specifying the value thereof with respect to

the Equipment.

IN WITNESS WHEREOF, the parties hereto have caused
this Lease to be executed by~their respective officers there-
under duly authorized and the corporate seals to be hereto

affixed as of the day and year first above written.

MARBLE ASSOCIATES
a Limited Partnership

By W&/tw

General Partner

WILLIAM M. GIBBONS, TRUSTEE OF
THE PROPERTY OF CHICAG
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STATE OF )
) SsS.
COUNTY OF )

- On this [ day of , 1979 before me
personally appeared ARTHUR HEI ‘sonally known, who
being by me duly sworn, says th 4 a General Partner of-
MARBLE ASSOCIATES, a Limited‘Partnership, that id) instpu
ment was signed and sealed on behalf of said
—aﬁ;he;;&y—ﬁf—tﬁs—ﬁoard—ef—D&%eeeers and he acknowledged

that the execution of the foregoing instrument was the free

act and deed of saldmg.
(L=

(NOTARIAL SEAL)

"~ My commlij;pn expires:

STATE OF ILLINOIS )

) SS.
COUNTY OF C 0 0 K )
On this )l' day of , 1979 before me
personally appeared WILLIAM M. . /£0 me personally known,

who being by me duly sworn, says that h€ is Trustee of the
Property of CHICAGO, ROCK ISLAND AND PACIFIC RAILROAD COMPANY,
and that the foregoing instrument was signed by him as Trustee
of the Property of Chicago, Rock Island and Pacific Railroad
Company pursuant to specific orders of the United States
District Court for the Northern District of Illinois in
Proceedings bearing No. 75B2697.

(NOTARTAL SEAL)

commission explres

@,d %G, 1991
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CERTIFICATE OF ACCEPTANCE
UNDER EQUIPMENT LEASE

TO:

I, a duly appointed and authorized representative
of the Lessor and of William M. Gibbons, Trustee of the
Property of Chicago, Rock Island and Pacific Railroad Com-
pany (the "Lessee') under the Equipment Lease dated as of
May 9, 1979 between the Lessor and the Lessee, do hereby
certify that I have inspected, received, approved and
accepted delivery on behalf of the Lessor under the Purchase
Order Assignment and under said Equipment Lease of the follow-
ing Items of Equipment:

ITEM NO. 1 ITEM NO. 2
One new 100-ton high rail One new 75-ton rerailing
Mod. 200RRC wrecking crane . crane Mod. RC75 manufactured
manufactured by Pettibone by Holmes and containing all
and containing all equipmeng, equipment and machinery spec-
and machinery specified in” ified in Rock Island and
Rock Island and Pacific Pacific Railroad Company
Railroad Company Purchase Purchase Order #K-56214.

Order #K-56213.

I do further certify on behalf of the Lessee that -
the foregoing Items of Equipment are in good order and con-
dition, and 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, manu-
facture, 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:

"Ownership subject to a Security Agreement
recorded with the Interstate Commerce
Commission."

) The execution of this Certificate will in no way
relieve or decrease the responsibility of the Manufacturer
for any warranties it has made with respect to the Equipment.

Dated: , 1979 at

Inspector and Authorized
Representative of the Lessee

SCHEDULE B
(to Equipment Lease)



NCIE:

- SCHEDULE -OF 'CASUALTY VALUES

(Equipment Lease)

Casualty Values payable in addition to Payment
of Periodic Rent for such Period——stated
as a Percentage of Purchase Price.

Periodic Quarterly
Rental Payment
#

NNMHHHHHHHHEH '
NMHOWON;OFWwN OWOO-3O WL & WM H

23.
24,
25.
26.
27.
28. and thereafter

Casuvalty Value

108.5743
108.87u48
108.8357
108.6887
107.8878
107.1603
105.9868
104.8842
102.8679
100.7348
88.8203
86.8145
84.4337
82.4825
90.4638
88.1206
- 83.5213
76.8369
70.5183
B4, 378Y4 -
55.7032
50.6027
44,2643
38.5072
32.8416
27.8473
24.2436
20.0000

the foregoing percentages have been camputed without regard to recapture of
the Investment Credit provided for in Section 38 and related sections of

the Internal Revenue Code of 1854, as amended.
Value of any itemn of -equipment suffering a casualty occurrence on or
the third, fifth, or seventh anniversary of the date of delivery and
ance of such item shall be increased by the applicable percentage of

Purchase Price set forth below:

© Anniversary of
Delivery and Acceptance

Trird
rifth
Seventh

SCHEDULE C
(to Equipment Lease)

Percentzge of

Purchase Price

189.2308%
12.8269% -
6.4039%

Consequently, the Casualty

before
accept-

et
e



DESCRIPTION OF ITEMS OF EQUIPMENT

Manufacturer of Equipment:

Description and Mark and

Number of Items of Equipment:

Purchase Price of
Equipment:

Outside Delivery Date:

Aggregate Purchase
Price of Equipment:

Item No. 1

Pettibone

one new 100-ton
high ‘rail Mod.
200RRC wrecking
crane marked and
numbered ROCK WC1 -

$305,203.60 or in-
voice price at date
of purchase, which-
ever 1s greater

(at closing Lessee

Item No. 2

Holmes

’

one new 75-ton
rerailing crane
Mod. RC75 marked

‘and numbered ROCK

WCZ

$§276,910.20, or in
voice price at dat:
of purchase, which
ever is greater

(at closing Lessee

will pay all tax)

77

$582,113.80,0r in-
»voice price at date
of purchase, which-
ever is greater.
(at closing Lessee
will pay all tax)

will pay all tax)

/4 Y4
" 8ES57£79

u

SCHEDULE A
(to Equipment Lease)



