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i INTERSTATE COMMERCE COMMISSION
| ‘ o
| ..~ CENTRAL BRANK, N.A.
: and L

CANADIAN NATIONAL RAILWAY COMPANY

‘; Dated as. of February 1, 1973




LEASE OF EQUIPMENT dated as of February 1, 1973,
bﬁtween CENTRAL BANK, N.A., a national banking
assoc1at10n organized under the laws of the United
States {hereinafter called the Lessor) and CANADIAN
NATIONAL RAILWAY COMPANY, a corporation duly
ﬂncornorated under the laws of Canada (herelnafter
called the Lessee) .

A WHEREAS the Lessor and the Lessee have entered into two
Manufacturlnq Agreements dated as of February 1, 1973

(herelnafter individually called Manufacturing Agreempnt No. 1

. and panufécturlnq Agreement No. 2 and together called the |
Manufacturlnq Agreements), with Bethlehem Steel Corporation and
Machan—Fogq Lock Nut Company, respectively (hereinafter
indivldually called Bethlehem and MacLean-Foqg and together
calldd the Manufacturers) wherein Bethlehem has agreed to
consyiruct, sell and deliver the units of railroad equipment,
excluyding [the Pedestal Equipment as hereinafter defined '
{herdinafter called the Basic Units) described in Schedule I
heretjo and MacLean-Fogg has’ agreed to install and sell the
pedegtal equlpment described in Schedule I hereto (hereinafter
callqd the Pedestal Equipment) on each such Basic Unit and
delidver such Basic Unit with the Pedestal Fquipment to the Lessee

“{sucH rallroad equipment both before and after the installation

of the Pednstal Equipment, belnq herelnafter called a Unlt or
Unitq); and :

WHEREAS the lLessor has entered into an Equipment Trust

Agreqment (dated as of February 1, 1973 (hereinafter called the

Equig

ment | Trust Agreement), with First Security Bank of Utah,

N.a., as Trustee (hereinafter called the Trustee), under which
the qusor has agreed to cause the Manufacturers to sell, assign
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ransfer to the Trustee security title to all such Units and
whlch such title will be reserved to the Trustee until the.
r fu%fllls its obligations under the Fqulpment Trust

ment ; and

bHEREAS, the Lessee desires to lease from the Lessor such

2 with or without the installation of the Pedestal

ment} as are delivered and accepted and settled for on or
to June 30, 1973, under each Manufacturing Agreement, at

entals and for the terms and upon the conditions hereinafter

ded' :

jOW, THEREFORE, in cons1derat10n of the premises and of the
1s to be paid and the covenants hereinafter menticned to be

and performed by the Lessee, the Lessor hereby leases the
to tho Lessee upon the following terms and conditions, but,

dnfault of the l.essee hereunderx, subject and subordinate to
he rlqhts and remedies of the Trustee under the Fqulpment
Agreement.
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Section 1. Delivery and Acceptance of Units. The Lessor will
‘cause each Rasic Unit accepted pursuant to Manufacturing
Agreement No. 1 and each unit of Pedestal Equipment affixed to
the Basic Units accepted pursuant to Manufacturing Agreement No.
2 ta be tendered to the Lessee at such point or points as may be
mutually acceptable to the Lessor and the Lessee. TImmediately
upon such tender, the Lessee will cause its authorized inspectors
or representatives to inspect the same, and if it is found to be
in good operating order and repair, to accept delivery thereof
and to execute and deliver to the Lessor a certificate of
acceptance (hereinafter called a Certificate of Acceptance)
certifying as to the matters set forth in Section 3.04 of the
Equipment Trust Agreement and as to the actual date of acceptance
of delivery by the Lessee; whereupon such Basic Equipment or
Pedestal Equipment shall be deemed to have been delivered to and
accepted by the Lessee under this Lease and shall be subject
thereafter to all the terms and conditions of this Lease and such
Certificate of Acceptance shall be absolutely binding upon the
Lessee. The Lessee hereby agrees that immediately upon delivery
and acceptance of each Unit pursuant to Manufacturing Agreement
No. 1 it will, on behalf of the Lessor, cause e€ach such Unit to
"be delivered to MacLean-Fogg for installation of Pedestal
Equipment. Any Unit or Units excluded from the Equipment Trust
Aagreement pursuant to Section 3.01 thereof shall likewise be
excluded from this Lease.

Section 2. Rentals. The Lessee agrees to pay to the Lessor
in such coin or currency of the United States of Aamerica as, at
the time payable, shall be legal tender for the payment of public
and private debts, as rental for each Unit subject to this Lease,
one interim rental payment on the Business Day (as defined in the
Equipment Trust Agreement) next preceding July 1, 1973, and 60
consecutive quarter-annual payments payable on the Business Day
next preceding January 1, April 1, July 1 and October 1 of each
year, commencing October 1, 1973, The interim rental payment
shall be an amount equal to (i) for each Basic Unit subject to
this Lease .021875% the Cost (as such term is defined in the
Eguipment Trust Agreement) of such Basic Unit for each day
elapsed from and including the date such Basic Unit is settled
for under the Equipment Trust Agreement and Manufacturing
Agreement No. 1 to the earlier of the date on which the Pedestal
Equipment affixed to such Basic Unit is settled for pursuant to
the Equipment Trust Agreement and Manufacturing Agreement No. 2 .
or July 1, 1973; and (ii) for each Unit with Pedestal Equipment
subject to this Lease .021875% of the Cost of the Basic Unit and
the Pedestal Eguipment for each day elapsed from and including
+he date the Pedestal Equipment affixed to such Unit is settled
for under the Equipment Trust Agreement and Manufacturing
Agreement No. 2 to July 1, 1973; the next 40 quarterannual
payments shall each be in the amcunt equal to 2.25551% of the
Cost of each Unit without Pedestal Fgquipment and each Unit with
Pedeéstal Fquipment subject to this Lease; and the final 20
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quarterandual payments shall each be in the amount equal to
2.59539% of the Cost of each Unit without Pedestal Equipment and

each [Unit wlth Pedestal Equipment subject to this Lease.

A1l rnnfal and other payments provided for in this Lease to
be majde to the Lessor shall be made to the Lessor by the deposit
of thle funds to the account of the Lessor at the branch of such
bank jor trust company as shall be from time to time specified in
wrltlnq by the Lessor.

TMhis Lease is a net lease and the Lessee shall not be
“entit{led to any abatement of rent, reduction thereof or set-off
against rent, including but not limited *o, abatements,
redurtiOné or set~offs due or alleged to be due to, or by reason
of, gny past, present or future claims of the Lessee against the
Lessdr undor this Lease or otherwise or against the Trustee or
‘the Nanufacturnrs- nor, except as otherwise expressly provided
herein, shall this Lease terminate, or the respective obligations
of tHe Lessor or the Lessee be otherwise affected, by reason of
any defecf in or damage to or loss of possession or loss of use
of oy destruction of all or any of the Units from whatever cause,
the grohibition of or other restriction against the Lessee's use-
of a)l or'any of the Units, the interference with such use by any
persgn or entity, the invalidity or unenforceability or lack of
- due quthorization of this Lease or lack of right, power or
authgrity of the Lessor to enter into this Lease, the kreach by
the Lessor of the representations and warranties of the Lessor
contdined !in the second paragraph of Section 8 hereof, or by
reasgn of any failure by the Lessor to perform any of its
oblica*lons herein contained, or for any other cause whether
similar or dissimilar to the foregoing, any present or future law
t0 the contrary notwithstanding, it being the intention of the
parties hereto that the rents and other amounts payable by the
Lessg¢e hereunder shall continue to be payable in all events in
the manner and at the times herein provided unless the obligation
to pay the same shall be terminated pursuant to the express
prov;siOns of this Lease. The Lessee shall have a riaht of
actign against the Lessor for any such breach of such
reprgésentations and warranties or any such failure to perform
such|{obligations, but without any right of set-off of such rents
and ¢ther'amounts payable by the Lessee hereunder.

sectlcn 3. Terms of Lmase. The term of this Lease as to each
Unit|shall begin upon acoeptance thereof by the Lessee pursuant
to Se¢ction 1 hereof, and, subject to the provisions of Sections
6, 9} 17 and 19 hereof, shall terminate on the date on which the
final quarterannual payment of rent in respect thereof is due
herewnder. :

Notwi%hstanding anything to the contrary contained herein,
all rights and obligations under this Lease and in and to the
‘Unitg, upon default by the Lessee hereunder, are subordinate,
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junior in rank and subject to the rights of the Trustee under the
Equipment Trust Agreement.

Section 4., Identification Marks. The Lessee will cause each
Unit to be kept numbered with the identifying number as set forth
in Schedule I hereto and will keep and maintain, plainly,
distinctly, permanently and conspicuously marked on each side of
such Unit, in letters not less than an inch in height, the
following words: "OWNED BY FIRST SECURITY BANK OF UTAH, N.a., 79
SOUTH MAIN STREET, SALT LAKE CITY, UTAH, AS TRUSTEE UNDER THE
TERMS OF AN EQUIPMENT TRUST AGREEMENT", or other appropriate
words designated by the Trustee, with appropriate changes thereof
and additions thereto as from time to time may be required by law
in order to protect the interest of the Lessor and the Trustee in
and to such Unit and the rights of the Lessor under this Lease
and the Egquipment Trust Agreement and of the Trustee under the
Fgquipment Trust Agreement. The Lessee will not place any such
Unit in operation or exercise any control or dominion over the
same until such words shall have been s0 marked on both sides
thereof and will replace promptly any such words which may be
removed, defaced or destroyed. The Lessee will not change or
permit the identifying number of any Unit to be changed except in
accordance with a statement of new identifying numbers to be
substituted therefor, which statement previously shall have been
filed with the Trustee and the Lessor by the lessee and filed,
recorded or deposited in all public offices where this Lease will
have been filed, recorded or deposited.

Except as above provided the Lessee will not allow the name
of any person, association or corporation to be placed on the
Units as a designation that might be interpreted as a claim of
ownership; provided, however, that the Lessee may cause the Unlts
to be lettered with the names, initials or other insignia
customarily used by the Lessee or any permitted sublessee on
railroad equipment used by it of the same or similar type for
convenience of identification of their right to use the Units.

Section 5. Taxes. All payments to be made by the Lessee
hereunder will be free of expense. to the Lessor and the Trustee
for collection or other charges and will be free of expense to
the Lessor and the Trustee with respect to the amount of any
local, state, provincial or federal United States, Canadian or _
Mexican taxes (othpr than any local, state, provincial or federal"
United States or Canadian or Mexican income taxes [to the extent
that the Lessor receives credit for such Canadian or Maxican
taxes against its United States income tax liability] payable by
the Lessor in consequence of the receipt of payments provided
herein, and other than the aggregate of all franchise. taxes
measured by net income based on such receipts, 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
reimburse as herein provided) , assessments or license fees (and
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arces, fines or penaltles of any kind in connection

th) (herelnafter called "impositions") hereafter levied or
d upon or in connection with or measured by this Lease,
uipment Trust Agreement or any of the instruments or
ents, referred to herein or therein or contemplated hereby
preby, or any sale, rental, use, payment, shipment, delivery
insfer of title under the terms hereof, the Equipment Trust
pent or any such instruments or agreements, all of which
Ltion§ the Lessee assumes and agrees to pay on demand in
ion to the payments to be made by it provided for herein.
bssee will also pay promptly all impositions which may be
>d upon any Unit or for the use or operation thereof or upon
hrnings arising therefrom or upon the Tessor solely by
n of its interest therein or upon the Trustee solely by
h of its title thereto and any and all impositions upon or -
count: of the trust created by the Equipment Trust Agreement
bn or on account of the Equipment Trust Agreement, or the
actions contemplated thereby (whether or not such
hctions shall actually be consummated) or the instruments or

agreements referred to therein or contemplated thereby, and will
keep [at all times all and every part of such Unit free and clear
of alff such impositions which might in any way affect the
interests of the Lessor or the Trustee or result in a claim,
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security interest or other encumbrance upon any such Unit
ill supply the Lessor and the Trustee with a receipt or '
evidence of such payment satisfactory to the Lessor and the
ee; provided, however, that the Lessee shall be under no

ation to pay any impositions so long as it is contesting in
faith and by appropriate legal proceedings such impositions
he nonpayment thereof does not, in the opinion of the Lessor

e Trustee, adversely affect the property or rights of the

r or the Trustee hereunder or under the Equipment Trust-
ment jand the Lessee shall have furnished the Trustee with an
on of counsel to such effect. If any such impositions shall
been charged or levied against the Lessor or the Trustee

tly and paid by the Lessor or the Trustee, the Lessee shall

reimurse the Lessor or the Trustee, as the case may be, on

presg
. Lesss
Trust
payme
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ntation of an invoice therefor; provided, however, that the
e shall not be obliged to reimburse the Lessor or the

ee for any such imposition so paid unless (a) prior to such:
nt, the Lessor or the Trustee shall have obtained the

on of either of their respective counsel that either the

._Lessor or the Trustee was liable to pay such imposition, or (b)

unles
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requi
will

s the Lessee shall have approved the payment thereof.:

n thé event any reports with respect to impositions are
red to be made on the basis of individual Units the Lessee
either make such reports in such manner as to show the

interests of the Lessor and the Trustee in such Units, if such is
necegsary; or appropriate, or will notify the Lessor and the
Trustee of such requirement and will make such reports in such
manngr as; shall be satisfactory to the Lessor and the Trustee.
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In the event that, during the continuance of this Lease, the
Lessee becomes liable for the payment or reimbursement of any
impositions, pursuant to this Section 5, such liability shall
continue, notwithstanding the termination of this Lease, until
all such impositions are paid Or reimbursed by the Lessee.

Section 6. Payment for Casualty Occurrences. In the event
that any Unit shall be or become worn out, lost, stolen,
destroyed or damaged beyond economic repair, from any cause
whatsoever, or taken or requisitioned by condemnation ox
otherwise {any such occurrence being hereinafter called a
Casualty Occurrence) during the term of this Lease or until such
Unit shall have been returned to the Lessor in th2 manner
provided in Section 12 hereof, the Lessee shall, within 30 days
after it shall have determined that such Unit has suffered a
Casualty Occurrence, fully notify the Lessor and the Trustee with
respect thereto., O©On the Business Day immediately prior to the
rental payment date next succeeding such notice (or, at the
option of the Lessee, in the event such rental date shall occur
within 15 days after such notice, on the Busineéss Day immediately
prior to the succeeding rental payment date) the Lessee shall pay
to the Lessor an amount equal to the Casualty Value (as
hereinafter defined) of such Unit as of such rental payment date
in accordance with the schedule in the next succeeding paragraph.
Upon the making of such payment by the Lessee in respect of any
Unit, the rental for such Unit shall cease to accrue as of the
date of such payment and the terms of this Lease as to such Unit
shall terminate. The Lessor shall, upon reguest of the Lessee,
after payment by the Lessee of a sum equal to the Casualty Value
of any such Unit, execute and deliver to or upon the order of the
Lessee a bill of sale {(without warranties) for such Unit such as
will transfer to the Less2e such title to such Unit as the Lessor
and the Trustee derived from the Manufacturers free and clear of
all liens, security interests and other pncumb*ances arising
through the IL.essor or the Trustee.

The Casualty Value of each Unit as of any rental payment date
shall be determined by multiplyinag the Cost (as defined in the.
Equipment Trust Agreement) of such Uinit by the applicable
percentage set forth opposite each rental paympnt date number in
the feollowing schedule:
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92.6333

Rental Percentage Rental Percentage Rental
‘Payment of Cost Payment of Cost Payment
Date Ng. of Unit Date No. of Unit Date No.
:Interin 109.9619%
1 110.6608 21 91.5893% 41
2 111.0140 22 90.2815 42
-3 111.429¢0 23 89,1740 43
4 111.7058 24 88.0323 44
5 111.8802 25 - 86.8591 45
6 111.7188 26 85.4242 46
7 111.7186 27 79.1141 47 -
8 111.5951 28 77.8492 48
‘9 111.3776 29 . 76.5548 49
10 110.8331 30 - 75.0005 - 50
11 105.3757 31 73.6479 51 .
12 104.8784 32 72.2678 52
13 104.2898 33 70.8603 53
14 103.3771 34 - 69.1950 54
15 102.6255 35 ' 67.7321 55
16 101.7734 36 66.2451 56
17 100.8661 37 64.7329 57
18 199,6931 38 62.9651 58
19 £ 93.6439 39 61.4004 59
40 59,8164 60

Percentage
of Cost
of Unit

57.8704%

. 55.6654

53.6584
51.6328
49,5835
47.2798
45.1767
43.0587
40.9191
38,5276
36.3373
34.1341
31.9103
29.4354
27.1615
24 .8747
22.5668
20.0072
17.6475
15.0000.
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Thereafter, the lesser of 15.000% of the Cost or the Fair Market
Vvalue thereof immediately prior to the Casualty Occurrence, such
Fair Market Value to be calculated in the manner provided in
Section 19 hereof.

Except as hereinabove in this Section 6 provided, the Lessee
shall not be released from its obligations hereunder in the event
of, and shall bear the risk of, any Casualty Occurrence to any
Unit after delivery to and acceptance thereof by the Lessee
hereunder.

Section 7. Annual Reports. On or before April 1 in each year,
commencing with the year 1974, the Lessee will furnish to the
Lessor and the Trustee, in such number of counterparts or copies
as may reasonably be requested an accurate statement signed by an
authorized representative, (i) showing, as of the preceding
December 31, the amount, description and numbers of all Units
then leased hereunder and the amount, description and numbers of
all Units that may have suffered a Casualty Occurrence, whether
by accident or otherwise, during the preceding calendar year (or
since the date of this Lease in the case of the first such
statement), and such other information reqarding the condition
and state of repair of the Units as the Lessor or the Trustee may
reasonably request, (ii) identifying the Units then subject to
this Lease and (iii) stating that, in the case of all Units
repaired or repainted during the period covered by such
statement, the markings required by Section 4 hereof and Section
4.06 of the Equipment Trust Agreement have bheen preserved or '
replaced. The Lessor shall have the right, by its agents, but
shall be under no obligation, to inspect the Units and the
records of the Lessee with respect thereto at any reasonable time
during continuance of this Lease.

On the request of the Lessor, the Lessee shall in each year
deliver to each holder of Trust Certificates (as defined in the
Equipment Trust Agreement) after the end of the Lessee's fiscal
year, in such number of copies as may reasonably be requested,
its annual report, including audited financial statements of the
Lessee for the fiscal period ended, as soon as it is completed
and is available for distribution.

Section 8. Disclaimer of Warranties; Compliance With Laws and

Rules; Maintepance; Indemnification. The Lessor makes no warranty

or representation, either express or implied, as to the design,
compliance with specifications, or condition of, or as to the
quality of the material, equipment or workmanship in, or as to
the suitability, adequacy, operation, use or performance of, the
Units delivered to the Lessee hereunder, and the Lessor makes no
warranty of merchantability or fitness of the Units for any
particular purpose, it being agreed that all such risks, as A
between the Lessor and the Lessee, are to be borne by the Lessee;
but the Lessor hereby irrevocably appoints and constitutes the
A

-




| | 8

‘Lessde its agent and attorney-in-fact during the term of this

Leasd to assert and enforce from time to time, in the rame of and
for §he account of the Lessor and/or the Lessee as their
integests 'may appear, whatever claims and rights the Lessor may

- have|against the Manufacturers or the manufacturers of the

compgnents. thereof. Lessor shall have no responsibility or
liabjlity under this Lease to the Lessee or any other person with
respgct to any of the following: (i) any liability, loss or
damage caltsed or alleged to he caused directly or indirectly by
any PUnits, or by any inadequacy thereof or deficiency or defect
thergin or by any other circumstance in connection therewith;
(ii) |the use, operation or performance of any Units or any risks
rela#inq thereto; (iii) any interruption of service, loss of
busihess or anticipatory profits or consequential damages; or
(iv) |the delivery, operation, servicing, maintenance, repair,
improvement or replacement of any Units. The Lessee's acceptance
of delivery of the Units shall be conclusive. evidence as between
the lLessee, the Lessor and the Trustee, that all Units described
in a|Certificate of Acceptance are in all the foregoing respects
satigfactory to the Lessee and the Lessee will not assert any
claim of any nature whatsoever against the Lessor or the Trustee
basefi on any of the foregoing matters.

| . : ’ .

rhe Lessor represents and warrants as follows:

'{i) At the time of delivery of each Unit under this
r.easel, the Lessor shall have such title to such Unit as is
derived from the Manufacturers and the Trustee, unimpaired by
any act or omission of the Lessor or the Trustee which will
in any manner prevent the performance of this Lease in
heccordance with its terms and, in addition, such Unit shall
he free and clear of all claims,. liens, security interests
and encumbrances, except those created or arising uander the
Equlpment Trust Agreement, which may result from claims
aqalnsf the Lessor or the Trustee not arising out of the .
lease or ownershlp thereof which will prevent the performance
of this Lease in accordance with its terms; and

f(ii) So long as the Lessee shall not be in default under
this 'Lease, the Lessor shall not do (or suffer to be done by
any person claiminag through or against the Lessor and not
against the Lessee or any sublessee) any act which interferes -
with ‘any and all rights of the Lesse2 to peaceably and '
gquietly hold, possess and use the Units in accordance with
the terms of this lLease. :

! .
The Lessor covenants that any sale, assignment, transfer,

‘mortgage 'or other disposition which it may make of this Lease or

of gny Unit, whether prior or subsequent to delivery to the
Lesgee, shall be expressly subject to the terms and provisions of:
thig Lease; provided, however, that this lLease shall he
subgrdinat ed to the rights of the Trustee under the Equipment
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Trust Agreement but -neither the Lessor nor the Trustee shall
have the right to terminate or impair the Lessee's possession or
use of the property subject to this lLease so long as the Lessee
- shall not be in default under this Lease; and, subject to the
forecoing, covenants that the Lessor has not done and will not
do {or suffer to be done by any person claiming through or
against the Lessor) any act which interferes with or impairs (x)
the Lessee's possession and use in accordance with the terms of
this Lease of the Units or (y) the title to the Units which may
be transferred or conveyed to the Lessee under the provisions of
Sections 6 and 19 of this Lease and that any title so conveyed
shall then be free of any lien, claim, security interest or other
encumbrance by or in favor of any perscn claiming by, through or
under the Lessor.

The Lessor covenants and agrees not to alter, amend or modify
the Equipment Trust Agreement or the Assignment of Lease and
Agreement, pursuant to which this Lease is assigned to the
Trustee, without the prior written consent of the Lessee.

The Lessee agrees, for the benefit of the Lessor and the
Trustee, to comply in all respects with all laws of the
jurisdictions in which operations involving any Unit subject to
this L.ease may extend, with the Interchange Rules of the
Association of American Railroads, if applicable, and with all
lawful rules of any legislative, executive, administrative or
judicial body or officer exercising any power or jurisdiction
over any such Unit, to the extent such laws and rules affect the
operations or use of such Unit; and the Lessee shall and does
hereby indemnify the Lessor and the Trustee and aqgrees to hold
the Lessor and the Trustee harmless frcom and against any and all
liability that may arise from any infringement or violation of
any such laws or rules by the Lessor or the Lessee, or their
employees, or any other person. In the event that such laws or
rules require the alteration of the Units or in case any
equipment or appliance on any such Unit shall be required to be
changed or replaced, or in case any additional or other equipment
or appliance is required to be installed on such Unit in order to
comply with such laws, requlations, requirements and rules, the
Lessee agrees, at its own expense, to make such alterations,
changes, additions and replacements and to use, maintain and
operate such Unit in full compliance with such laws, regulations,
requirements and rules so long as such Unit is subject to this
Lease; provided, however, that the Lessee may, in good faith,
contest the validity or application of any such law or rule in
any reasonable manner which does not, in the opinion of the
Lessor or the Trustee, adversely affect the property or rights of
the Lessor or the Trustee hereunder or under the Equipment Trust
Agreement.

a8
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The quqnp agrees that, at its own cost and expense, it will
mainfain and keep each Unit which is subject to this LPase in
good order and repair, reasonable wear and tear exceotwd
Any aLd all additions {including the Pedestal Equipment) to
any Pnit and any and all parts installed on or replacements made
to any Unlt shall be considered accessions to such Unit (except
such|additions or parts as are not included in the Cost of the
Unit$ and| as can be removed without damage to and without
impalring! the originally intended function or use of such Unit
and yithout cost or expense to the Lesscr or the Trustee) and
therg shall be 1mmed1afely vested in the Lessor and the Trustee
the game 1nter93t in such accessions, parts or replacements as
the 1nterests of the Lessor and the Trustee in such Unit. The
Lessg¢e may make alterations or modifications in any Unit so long
as it does not affect the value of such Unit adversely. - The
Lessée agre@s that the Pedestal Equlpment will not be removed
from| the Ba41c Units without the prior written consent of the
- Less¢r and the Trustee. : : -
The Lessee aqrees to indemnify and save harmless the Lessor
and the Trustep .against any charge or claim made against the
Less¢r or|the Trustee and against any expense, loss or liability
(including, but not limited to, counsel fees and expenses, patent
1iab‘11tles, penalties and interest, but excluding any liability
undex Sectlon 14 hereof) which the Lessor or the Trustee may
incur in ?ny manner by reason of the ownership of, or which may
arisge in any manner out of or as the result of thp ordering,
acquisition, purchase, use, operation, condition, delivexry,
rejectlon, storage or return of, any Unit while subject to this
Leasq¢ or untll no lonqer in the possession of or stored by the
Lessee, whichever is later, and to indemnify and save harmless
the Lessof and the Trustee against any charge, claim, expense,
loss|or llablllty on account of any accident in connection with
the operatlon, use, condition, possesq1on or storage of any Unit
resulting|in damage to property or injury or death to any person;
provided, | however, that the lLessee shall not be required to
indeqnify | the Lessor or the Trustee under this paragraph for
neql]a@ncp on the part of the Lessor or the Trustee, provided,
further, howpver, that the Lessor and the Trustee will not be
deemad neql:qpnt as a result of any act or omission of the
de51qn9r mr Manufacturers of the Units or as a result of any act
or opission of the Lessee. The indemnities arising under this
paraqraph\shall survive payment of all other obligations under
this Lease or the termination of this Lease. Anything herein to
the contrary notwithstanding, the Lessee shall not be cobligated
to irdnmnlfy under this paragraph in respect of any charge,
‘clain, expense, loss or liability attributable to a Unit which _
shall have been returned to the lessor pursuant to Sections 10 or
~ 12 hgreof lor after this Lease with respect to such Unit has
othegwise terminated, provided that such charge, claim, expense,
loss jor liability is attributable to an event occurring after
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such Unit was so returned or this Lease with respect to such Unit
terminated, and provided, further, that such charge, claim,
expense, loss or liability does not arise as a result of
mechanical defects of such Unit which existed at the time such
Unit was so returned or this Lease with respect to such Unit
terminated. '

The Lessee agrees to prepare and deliver to the lessor within
a reasonable time prior to the required date of filing {(or, to
the extent permissible, file on behalf of the Lessor) any and all
reports known by the Lessee to be required to be filed by the
Lessor, or requested by the Lessor to be filed, with any federal,
state or other requlatory authority by reason of the interest of
the Trustee and the Lessor in the Units or the leasing of the
Units %o the Lessee.

Section 9. Default. If, during the continuance of this Lease,
one or more of the following events ([(hereinafter sometimes called
Events of Default) shall occur: '

A. default shall be made in the payment of any part of
the rental provided in Section 2 hereof and such default
shall continue for 10 days; or

B. the Lessee shall make or permit any unauthorized
assignment or transfer of this Lease; or

C. default shall be made in the observance or .
performance of any other of the covenants, conditions and
agreements on the part of the Lessee contained herein or in
the Consent (as hereinafter defined) and such default shall
continue (and the Lessee shall not make effective provisions
for curing such default) for 30 days after written notice to
the Lessee specifyincg the default and demanding that the same
be remedied; or

D. any proceedings shall be commenced by or against the
Lessee for any relief under any bankruptcy or insolvency
laws, or laws relating to the relief of debtors,
readjustments of indebtedness, reorganization, arrangements,
compositions or extensions (other than a law which does not
permit any readjustments of the obligations of the Lessee
hereunder), unless such proceedings shall have been
dismissed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall
continue in force or such ineffectiveness shall continue),
and all the obligations 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 Lessee or for the property of the
Lessee in connection with any such proceedings in such manner
that such oblications shall have the same status as

ek
W
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bbligations incurred by such a trustee oOr trustees or
receiver or receivers, within 30 days after such appointment,
if any, or 60 days after such proceedings shall have been
commenced, whichever shall be- earller°

*+hen| in any such case, the Lessor, at its option, may:

(a) proceed by appropriate court action or actions,
either at law or in equity, to enforce performance by the
Lessee of the applicable covenants of this Lease or to
ecover damages for the breach fhereof or

(b) by notice in writing to the Lessee terminate this
ease, whereupon all right of the Lessee to the use of the
Inits| shall absolutely cease and determine as though this
,ease] had never been made, but the Lessee shall remain 1liable
h'S herelnafter provided; and thereupon, the Lessor may by its
aqents enter upon the premises of the Lessee or other
Jremlses where any of the Units may be and take possession of
h1ll or any of such Units and thenceforth hold, possess and
bnjoy| the same free from any right of the Lessee, or its
successors or assigns, to use the Units for any purposes
whatever. but the Lessor shall, nevertheless, have the right
to recover from the Lessee any and all amounts which under
the tprms of this Lease may then be due or which may have.
ccrued to the date of such termination {computinag the rental
or any number of days less than a full rental period by
ultlplylnq the rental for such full period by a fraction of
hich| the numerator is such number of days and the
enomlnator is the total number of days in such full rental
erlod), {i) as liquidated damages for loss of the bargain
nd not as a penalty, a sum with respect to each Unit subject
o this Lease which represents the excess of (x) the present
aluelat the time of such termination of the entire unpaid
alange of all rentals for such Unit which would oiherwxse
have accrued hereunder from the date of such termination to
he end of the term of this Iease as to such Unit over (y)
he then present. value of the net rentals which the Lessor
pasonably estimates to be obtainable for the lease of the
Init durlna such period, such present value to be computed in
ach case on a basis of 5% per annum discount compounded
uarterannually from the respective dates upon which rentals
ould\have been payabhle hereunder had this Lease not been
rerminated; (ii) any damages and expenses, including :
easonable attorneys' fees, in addition thereto which the
.esqor shall have sustained by reason of the breach ofi any
ovenant or covenants of this Lease other than for the
>aym9nt of rental; (iii) an amount which, after deduction of
11 taxes required to be paid by the lLessor in respect of the
ecelpt thereof under the laws of the United States or Canada
by any political subdivision thereof, shall be equal to any
bortion of the percentage of investment credit (hereinafter

AA__‘A
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called the "Investment Credit"), allowed by Section 38 and
related sections of the Internal Revenue Code of 1954, as
amended (hereinafter called the Code), which was lost, not
claimed, not available for claim, disallowed or recaptured in
respect of a Unit, by or from the Lessor as a result of the
breach of one or more of the representations, warranties and
covenants made by the Lessee in Section 14 hereof or any
other provision of the Lease, the termination of this Lease,
the Lessorts loss of the right to use such Unit, any action
or inaction by the Lessor or the sale or other disposition of
the Lessor's interest in any such Unit after the occurrence
of an Event of Default and (iv) an amount which after
deduction of all taxes required to be paid by the Lessor in
respect of the receipt thereof under the laws of the United
States or Canada or any political subdivision thereof, such
sum as, in the reasonable opinion c¢f the ILessor, will cause
the Lessor?!s net return under this Lease to be egqual to the -
net return that would have been available to the Lessor if it
had been entitled to utilization of all or such portion of
the maximum depreciation deduction authorized with respect to
a Unit under Section 167 of the Code utilizing the "lower
limit" of the "asset depreciation range" of 12 y=ars
prescribed in accordance with Section 167 (m) of said Code,
for an asset described in Asset Guideline Class No. 00.25 as
described in Revenue Procedure 72-10, 1972 IRB 8 (nerelnatter
called the Depreciation Deduction), whlch was lost, not
claimed, not available for claim, disallowed or recaptured in
respect of a Unit as a result of a breach of one or more of
the representations, warranties and covenants made by the
Lessor in Section 14 or any other provision of this Lease,
the termination of this Lease, the Lessor's loss of the right
to use such Unit any action or inaction by the Lessor or the
sale or other disposition of the Lessor's interest in such
Unit after the occurrence of an Event of Default.
Notwithstanding anything to the contrary contained in this
clause (b), it is understood and aqreed that the Lessee shall
receive a credit in respvect of the amounts payable or paid
pursuant to subclause {i) of this clause (b) equal to any net
proceeds received by the Lessor upon the sale or the
releasing of the Units to the extent that such net proceeds
as actnally received exceed the amount payable or paid
pursuant to the said sub-clause (i). -

Anything in this Section 9 to the contrary notwithstanding,
any default in the observance or performance of any covenant,
condition or acreement on the part of the Lessee which results
solely in the loss by the Lessor of, or the loss by the Lessor of
the right te claim, or the disallowance with respect to the
Lessor of, all or any portion of the above-mentioned deductions,
credits or other benefits, shall be, for all purposes of this
Lease, deemed to be cured if the Lessee shall, on or before the
next rental payment date after written notice from the Lessor of-

@
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oss,|or the loss of the right to claim, or the disallowance
ch deductions, credits or other benefits in respect of such
agree to pay to the Lessor the revised rental rate in

respgct of such Units determined as provided in the second
paradraph|of Section 14 of this Lease.

he remedies in this Lease provided in favor of the Lessor

~shall not|be deemed exclusive but shall be cumulative, and shall

be i
or i
- regul

addition to all other remedies in its favor existing at law
equlty. The Lessee hereby waives any mandatory .
rements of law, now or hereafter in effect, which might

limiy or modlfy the remedies herein provided, to the extent that

-such

33

wa1v9r is permitted by law. The Lessee hereby waives any

~and 311 existing or future claims to any offset against the
rental payments due hercunder, and adgrees to make rental payments
. rega¥dless of any offset or claim which may be asserted by the

Lessee oOr

'on its behalf.

The féilure of the lessor to exercise the rights granted it~

<herewnder'upon any occurrence of any of the contingencies set
“forth hereln shall not constitute a waiver of any such right upon
“the ¢ontinuation or recurrence of any such contingencies or
#similar contingencies.

x|

Cectiq)n 10. Return of Units Upon Default. If the Lease shall

s e e i .

“teyminate)pursuant to Section 9 hereof, the Lessee shall
“forthwith deliver possession of the Unifb to the lessor. For the
"purpgse of delivering possession of any Unit or Units to the
"Lessgr as | above requlred, the Lessee shall at its own cost,
~.experjse and risk: : ' '

oo il ae BN 4 WRA) )

4 [

A. forthwith place such Units upon such storage tracks

¢f the Lessee as the Lessor may reasonably designate,

|

B. permit the Lessor to store sucb Units on such tracks
t the risk of the Lessee until the earlier of the date all
uch Unlts have been sold, leased or otherwise disposed of by
he Lessor and the 270th day from the day the Lessee shall
ave placaﬂ all the Units on such storage tracks, and

C. transport the same to any place on the tracks of the
essee or any of its affiliates or to any connecting carrier
or qh:nmpnf, all as directed by the Lgosor.

‘The agssemhbling, delivery, storage and transporting of the Units
-as hgqreinbefore provided shall be at the expense and risk of the
Lessege and are of the essence of this Lease, and upon application
"to arly court of equity having jurisdiction in the premises the
.Lessqr qhall be entitled to a decree against the Lessee requiring
: gpecilfic performance of the covenants of the Lessee so0 to
-assemble, [deliver, store and transport the Units. During any
-storalge period, the Lessee will permit the Lessor or any person
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designated by it, including the authorized representative or
representatives of any prospective purchaser of any Unit, to
inspect the same; provided, however, that the Lessee shall not be
liable, except in the case of negligence of the Lessee or of its
employees or agents, for any injury to, or the death of, any '
person exercising, eithexr on behalf of the Lessor or any
prospective purchaser, the rights of inspection granted under
this sentence. '

Without in any way limiting the obligation of the Lessee
under the foregoing provisions of this Section 10, the Lessee
hereby irreavocably appoints the Lessor as the agent and attorney
of the Lessee, with full power and authority, at any time while
the Lessee is obligated to deliver possession of any Unit to the
Lessor, to demand and take possession of such Init in the name
and on behalf of the Lessee from whomsoever shall ke at the time
in possession of such Unit. In connection therewith the Lessee
will supply the Lessor with ‘such documpnt¢ as the queor may
reasonably request.

Section 11. Assignment; Possession and Use. - This Lease and
the rentals and other sums due hereunder shall be assignable in
whole or in part by the Lessor without the consent of the Lessee,
but the Lessee shall be under no obligation to any assignee of
the Lessor except upon written notice of such assignment from the
Lessor. All the rights of the Lessor hereunder shall inure to
the benefit of any beneficiary of the Iessor if the Lessor is a
triust, subject, however to the terms of such trust, and to the
Lessor's assigns (including any beneficiary of any such assignee
if such assignee is a trust).

So long as the Lessee shall not be in default urder this
Lease, the Lessee shall be entitled to the possession and use of
the Units in accordance with the terms of this Lease, but,
without the prior written consent of the Lessor, the Lessez shall
not assign or transfer its leasehold interest under this Lease in
the Units or any of them (except to the extent that. the
provisions of any mortagage now or hereafter created on any of the
lines of railroad of the Lessee may subject the Lessea's
leasehold interest to the lien thereof). In addition, the
Lessae, at its own expense, will promptly cause +0 be duly
discharged any lien, charge, security interest or other
encumbrance (other than an encumbrance resulting from claims
against the Lessor or the Trustee not related to the ownership of .
the Units or to the extent that the provisions of any mortgage
now or hereafter created on any of the lines of railroad of the
Lessee may subject the Lessee's leasehcld interest to the lien
thereof) which may at any time be imposed on or with respect to
any Unit including any accession thereto or the interests of the
Lessor, the Trustee or Lessee therein. The Lessee shall not,
without the prior written consent of the Lessor, vart with the
possession or control of, or suffer or allow to pass out of its
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session or control, any of the Units, except to the extent
mlffed by the provisions of the immediately succeeding

aqraph hereof.

So ﬂonq as the Lessee shall not be in default unior this

se, tbe Lessee shall be entitled to the possession of the

ts and to the use thereof by it or by any affiliated or
sidiary corporation upon its or their lines of railroad or

n lines of railroad over which the Lessee or such other
poraﬂion has trackage or other operating rights or over which
lroad egquipment. of the Lessee or any such other corporation is
ularLy operated pursuant to contract, and also to permit the
of ﬂhe Units upon other railroads in the usuval interchange of

n and subject to all the terms and conditions of this Lease
thplEqulpmpnt Trust Agreement.

Nothunq in this Section 11 shall be deemed to restrict the

ht of the Lessee (i) to assign or transfer its leasehold
prest| under this Lease in the Units or possession of the Units
Any corporation incorporated under the laws of Canada (which
11 have duly assumed the obligations of the Lessee hereunder)
D or with which the Lessee shall have become amalgamated,

hed or consolidated or which shall have acquired the property
the Lessee as an entirety or substantially as an entirety; or
to sublease any Unit to any subsidiary or affiliated
7oratlons of the Lessee; provided, however, that the rights of
h subleqsn@ are made expressly subordinate to the rights and
£dies| of the Trustee under the Fguipment Trust Agreement and
Lessor under this Lease. :

The Lessor shall have the right to declare the lease provided
here;n terminated in case of any unauthorized assignment or
nsferlof the Lease. ‘ '

| S
$Sect%on 12. Return of Units Upon Termination of Term. As

as practiéablp on or after the termination of this Lease as

any or all of the Units, the Lessee will (unless the Units

11 hava suffered a Casualty Occurence), at its own cost and
ense,lat the request of the Lessor, assemble such Units and
jver possession of such Units to the Lessor upon such storage.

tragks of the Lessee as the Lessor may reasonably designate and
pernit the Lessor to store such Unit on such tracks for a period

not

exceédinq three months and transport the same, at any time

within s@ch three-month period, to any reasonable place on the
lings of |[railroad operated by the Lessee or to any connecting
cargier for shipment, all as directed by the Iessor upon not less
thanl 30 days' written notice to the Lessee; the movement and
stordaae of the Units to be at the expense and risk of the Lessee.
During any such storage period the lLessee will permit the Lessor
or gny p@rson designated by it, including the authorized

repyesentative or representatives of any prospective purchaser of

ffic[(if such interchange is customary at the time), but only
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any Unit, to inspect the same; provided, however, that the Lessee
shall not be liable, except in the case of negligence of the
Lessee or of its employzes or agents, for any injury to, or the
death of, any person exercising, either on behalf of the Lessor
or any prospective purchaser, the rights of inspection granted
under this sentence. The assembling, delivery, storage and
~transporting of the Units as hereinbefore provided are of the
essence of this lLease, and upon application to any court of
eguity having jurisdiction in the premises, the Lessor shall be
entitled to a decree against the Lessee requiring specific
performance of the covenants of the Lessee so to assemble,
deliver, store and transport the Units. If any Unit shall have
suffered a Casualty Occurrence, the Lessee shall thereupon assume
and hold the Lessor harmless from all liability arising in
respect of any responsibility of ownership thereof. Tach Unit
returned to Lessor pursuant to this Section (other than a Unit
which has suffered a Casualty Occurrence) shall (i) be in the
same operating order, repair and condition as when originally
delivered to the Lessee, reasonable wear and tear excepted and
(ii) meet the standards then in effect under the interchange
rules of the Association of American Railroads and the United
States Federal Railroad Administration if applicable and the
Canadian Transport Commission.

Section 13. Opinion of Counsel for the Lessee. On each
Closing Date as defined in each Manufacturing Agreement for Units
subjact to this Lease, the Lessee will deliver to the Lessor and
+he Trustee the written opinion of counsel for the Lessee, in
such number of counterparts as may reasonably be reguested, and
addressed o the Lessor and the Trustee, in scops and substance
satisfactory to them and their counsel, to the effect that:

~A. the Lessee is a corporation legally incorporated and
validly existing in good standing, under the laws of Canada,
with full corporate power to enter into this lease, the
consent and agreement executed by the Lessee {hereinafter
called the Consent) to the assignment of this Lease to the
Trustee as of the date hereof (hereinafter called the
assignment) ;

B. this Lease and the Consent have been Aduly
authorized, executed and delivered by the Lesaee and
constitute valid, legal and binding agresements, enforceable
in accordance with their terms; ’ :

C. upon deposit of the Fquipment Trust Agreement, this
Lease and the Assignment {including the Consent) in the
office of the Registrar General of Canada and publication of
notice of such deposit in the Canada Gazette in accordance
with Section 86 of the Railway Act of Canada, no further act,
filinag, recording or deposit (or giving of notice) is
required in order fully to protect in Canada or any Province

——
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or Terrltory thereof the rights of the Lessor under this
Leaqe against any and all subsequent purchasers oxr mortgagees
from‘the Lessee and/or frcm creditors of the Lesses;

{D. no approval is required from any public requlatory
body iwith respect to the entering into or performance of this
Lease or the Consent, or all such approvals (which shall ve
specifically described) have been obtained; and -

F. the entering into and performance of thls Lease and
the Conspnt will not result in any breach of, or constitute a
default under, any indenture, mortgage, deed of trust, bank
loanlor credit agreement or other agreement or instrument to
whlcq the Lessee is a party or by which it may be bound or
contravene any prov131on of law, statute, rule or regulation
to whlcb the Lessee is subject or any judgment, decree,
franﬁhlse, order or permit applicable to the Lessee.

The ﬂessee also agrees to furnish to the Lessor and the

Trugtee 4 copy, certified by the Secretary or an Assistant
Secretary of the Lessee, of resolutions of the Roard of Dlrectors

of the Laqsee anthorizing the Lessece to enter into this Lease and

“the

Con sent -

The d@gvor agrees to furnish to the Lessee signed ~oples,‘

_addrkssed to the Lessee, of the opinion of counsel referred to in
TParaaraoh‘S(b) of the Purchase Agreement, which opinion shall in
-addition C‘tate +hat the Lessor is a national banking association

orqaqlzedr validly existing and in good standing, under the laws
of the United States with full corporate power +o enter into this
Leasg, eacb Manufacturing Aagreement, the Equipm@nt Trust
Agre*mentland the Assignment, and of the opinion of counsel for

the

the

anufacturer referred to in paragraph 3.04 (e) of +he

”EqulommntlTrth Agreement.

becfion 14. Indemnity in Respect of Tax Matters. This Lease,

b e e s . S

Fquipment Trust Aqraement and each Manufacturlnq Agreement .

have|been| entered into on the basis that the Lessor shall be

entitled to such deductions, credits and other benefits as are
provided by the Internal Revenue Code of 1954, as amended to the
date|hereof (hereinafter called the Code) to an owner of property
.incl dlnq%(w1thout llmltatlon), an allowance for the Depreciation
.Dedu tlonl(as defined in Section 9 of this Lease) and the

Inve tment Tax Credit (as defined in Section 9 of the Lease).

With respect to any Unit, if (other than for the reasons set

fort}y belbw) the Lessor shall lose or shall not have or shall
lose |the riqh+ to claim, or if (other than for the reasons set

“fort} below) there shall be disallowed with respect to the
" Lessgr, a11 or any portion of, the Investment Credit or the

ADepr601af10n Deduction with respect to a Unit in computing

_taxalle income under one of the accelerated methods of
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depreciation provided in Section 167 (b) of the Code for the
period this Lease is in effect, then, after written notice
thereof to the Lessee by the Lessor, the rental rate applicable
to such Unit set forth in Section 2 of this Lease shall be
increased by an amount for such Unit which, in the reasonable
opinion of the Lessor, will cause the Lessort's net return in
respect of such Unit under this Lease to equal the net return
that would have been available if the Lessor had been entitled to
utilization of all or such portion of the Investment Credit or
Depreciation Deduction which was not claimed or was disallowed
and the Lessee shall forthwith pay to the lL.essor as additional
rental the amount of any interest or penalty which may be
assess2d by the United States against the Lessor attributable to
the loss of all or any portion of the Investment Credit or ,
Depreciation Deduction, provided, however, that such rental rate
shall not be so increased if the Lessor shall have lost, or shall
not have or shall have lost the right to claim, or if there shall
have heaen disallowed with respect to the Lessor all or any
portion of, the Investment Credit or Depreciation Deduction with
respéct to such Unit as a direct result of the oocurrence of any
of the follcwing eventa. :

{i) a Casualty Occurrence with respect to such Unit, if
the Lessee shall have paid to the Lessor the amounts
~stipulated under Section 6 hereof;

(ii) a voluntary transfer by the Lessor of legal title
to such Unit, the disposition by the Lessor of any interest
in such Unit or the reduction by the Lessor of its interest
in the rentals from such Unit under the ILease (other than as
contemplated herein or in the other agreements referred to
herein), unless, in each case, an Event of Default snall have
occurred and ke continuing;

(iii) the amendment of the Fqulpmpnt Trust Aagreemant
without the prior written consent of the Lessee;

{iv): the failure of the Lessor to claim the Investment
Credit or Depreciation Deducticn in its income tax return for
the appropriate year or the failure of the Lessor to follow
proper procedure in claiming the Investment Credit or '
Depreciation Deduction with respect to such Unit; or

(v) the failure of the Lessor to have sufficient
liability for the tax against which to credit such Investment
Credit or sufficient income to benefit from the Depreciation
Deduction, as applicable.

, The Lessor aarees that if, in the opinion of its or the

Lessee's independent tax counsel {herein referred to as Counsel),
a bona fide claim to all or a portion of the Investment Credit ox
a bona fide claim to all or a portion of the Deprreciation

\'.' .
L)
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txon on any Unit exists in reqpect of which +he Lessee is

,wald to the Loqsor as above prov1de& the Lessor shall, upon
st anﬂ at the expense of the Lessee, take all such legal or

in %uch claim. The Lessor may take such action prior to .
g payment of the amounts claimed pursuant to a notice of
lowance or make such payment and then sue for a refund. 1In

atter event, if the final determination shall be adverse to

- the tesmor, the Lessee shall ray to the Lessor interest on the

amount oflthe tax paid attributable to the Depreciation Deduction
and/pr Investment Credit disallowed, at the rate of 7 7/8% per

annuf, frpm the date of payment of such tax to the date the

"Lessee shall reimburse the Lessor for such tax in accordance with

the brovisions of this Section 14. The L.essor shall not be

-oblifrated to take any such legal or other appropriate action

e

unleps the Lessee shall first have agreed in writing to indemnify
the uessor for all liabilities and expenses which may be entailed

- therein apd shall have furnished the Lessor with such reasonable
security therefor as may be requested.

Hotw1thsfandlng any provision herpln to the cont*ary, if any

CTanag@ian covernmpntal authority, dominion or provincial, shall

withhold or cause to be withheld from any rental payment made

. under Sectlon 2 of this Lease or any additional rental paymant .

made under Section 14 hereof any amounts in respect of taxes '
(her01nafter called "w1thholdlnq taxes"), the following
pYovi s;op% will apply: :

rental paymenrt is made, pay to the Lessor as additional
zenfal a sum suff1c1ent to permit payment of an amount
equlvalent to the amount due w1thouf regard to any such
w1thhold1nq taxes.

é. The Lessee will pay such wi hholdlnq taxes and will
orthwith furnish to the Lessor all tax receipts obtainable
by fh? Lessee in connection therewith and all information and
ocuments necessaxy or appropriate to enable the Lessor to
ubstantlatp -a claim for credit or deduction for U. s.

ederal or any other income tax purposes with reqpect

hereto.

e by 20 N bt st

| ' '
C. Upon receipt by the Lessor of (i) such tax receipts
dnd thnr information and documents and (11) the henefit of
gny reductlon in the federal or any other income tax

Jiability as determined by the Lessor in its sole discretion,

taqu‘1n the computation of such tax, the Lessor will
forthW1th reimburse the Lessee an amount so that the Lessor
ghall be in the same position it would have been if such
w1+hholdlng taxes had not been imposed. It being agreed that

appropriate action deemed reasonable by Counsel in order to

A. The Lessee will, on the rental payment date when such

resultlng from the crediting or deducting of such w;thholdlnq-
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such determination may be revised and new demand made upon
Lessee after any disallowance of such credit or deduction
upon audit by the U. S. Internal Revenue Service. The

obligation of the Lessee under this Suvbparagranh C will
survive the termination of this lLease. ' '

The Lessee's agreement to pay any sums which may become
payable pursuant to this Section 14 shall survive the expiration
or other termination of this Lease.

The Lessee represents and warrants that (i) none of the Units
constitutes property the construction, reconstruction or erection
of which was bagun before April 1, 1971; (ii) at the time the
Lessor becomes the owner of the Units, such units will constitute
"new section 38 property" within the meaning of Section 48(b) of
the Code and at the time the Lessor becomes the owner of all
Units, the Units will not have been used by any person so as to
preclude "the original use of such property" within thé meaning
of Section 48(b) and 167 (c) (2) of the Code from commencing with
the Lessor and (iii) at all times during the term of this Lease,
2ach Unit will constitute “section 38 property" within the
meaning of Section 48 {a) of the Code.

Section 15. Recording; Expenses. Prior to the delivery and
accentance of any Unit, the Lessor will, at its own expense,
cause the Equipment Trust Aqgreement, the Lease and the Assignment
(includina the Consent) to be filed and recorded with the
Interstate Commerce Commission in accordance with Section 20c of
the Interstate Commerce Act and deposited with the Registrar
General of Canada (notice of such deposit +o be forthwith
thereafter aiven in the Canada Gazette) pursuant to Section 86 of
the Railway Act of Canada. The Lessor will, at its own expense,
from time to time, do and perform any other act and will execute,
acknowledge, deliver, file, register, record ard deposit {and
will refile, reregister, rerecord or redeposit whenever reguired)
any and all further instruments required by law and reasonably
requested by the Trustee, for the purpose of proper protection,
to the satisfaction of the Trustee, of the lessor's and the
Trustee's respective interests in the Units, or for the purpose
of carrying out the intention of this Lease, the Assianment, the
Consent and the Equipment Trust Aagreement. The Lessor will
promptly furnish to the Trustee evidence of all such filing,
registering, recording, depositing, refiling, reregistering,
rerecording and/or re-depositing and an opinion or opinions of
counsel with respect thereto satisfactory to the Lessor and the
Trustee. '

The Lessor will pay the reasonable costs and expenses

involved in the preparation and printinag of this Lease and the

fees and disbursements of any counsel which it may retain, unless
such costs, expenses, fzec and disbursemants are paid by some
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~other peison. The Lessee will bear the fees and disbursements of

-any

counsel which it may retain. :
Section 16. Interest on Overdue Rentals. Anything to the

~contrary| herein contained notw1thstandlnq, any nonpayment of
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als and other ohligations due hereunder shall result in the

0qatlon on the part of the Lessee promptly to pay also an

int equal to 8 7/8% per annum of the overdue rentals for the
lod of time during which they are overdue.

I .

necflon 17.  Termination. 1In the event that all of the Units
1 have been excluded from this Lease as provided in Section 1
of, this NLease shall terminate and, except as otherwise
essly provided in the ILease, the richts and obligations
’under of the parties hereto shall cease and determine as if
L@as$ had never been made,

Sect;on 18. Additional Payments by lLessee.s In addition to
rentals specified in Section 2 hereof: - o 1

{a) [The Lessee aqrees to pay to the Lessor on the Business
(as defined in the Equipmanf Trust Agreement) next preceding
cut- Off Date (as defined in the Fquipment Trust Agreement),
moupf equal to the rental payment payable by the Lessor to
Trus tee on the Cut—-0ff Date under Section 4.04(3) {a) and {(c)
he Equlpment Trust Agreement in respect of interest payable
he Fqu1pment Trust Certlflcates issued under the un1pm9nt

“Prugt Agreement.

_Day

(b) |The Lessee agrees to pay to the Lessor on the Business
{as def:ned in the Eguipment Trust Agreement) next preceding

July 1, 1972 an amount equal to (x) the rental payment payable
“by the Lessor to the Trustee on or before July 1, 1973, under
‘Section 4. 04(3) (a) and (c) of the Fquipment Trust Agreement in

>Cct of interest payable on the Fguipment Trust Certificates

ded undar the Equipment Trust Agreement, less (y) 79% of the

t oﬁ the interim rental payment payable by the Lcssee to the
r undnr Section 2 hereof. ‘

{c) ;The l.essee aqgrees to pay to the Lessor,prOmptlyvamdunts

equall to any rental payments which may become payable by the
Legspr to the Trustee on or before the Cut-0ff Date, under

fion 4.04(1) of the Equipment Trust Agreement in respect of

any éxpenses incurred in connection with any purchase, sale

e} e rsﬂnmptlon by the Trustee of Investments (as defined in the
Equ1pmpnt*Trus+ hareement), which are made by the Truscee on the

ben or telegrarhic request of the Lessee or otherwiss

‘required by the provisions of Section 8.04 of the Equipment Trust

Bmam-lif such request is not made by the Lessee, ‘and (ii) any
| of pr1nc1nal (1nc1u61nq interest accrued thereon at the time

or plrcha se) incurred in connection therewith.
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(3) It is understood and agreed that the Trustee is
obligated under the last paragraph of Section 8.04 of the
Equipment Trust Agreement to pay to the Lessee any interest in
excess of accrued interest paid from Deposited Cash (held under
the Bguipment Trust Agreement at the time of purchase) oxr other
prefit which may be realized from any sale or redemption of

"Investments.

(e) If any Closing Date, as defined in Manufacturing
Agreement No. 1, is later than the 31st day following the date of
delivery and acceptance of a Basic Unit pursuant +o Article 2 of
said Manufacturing Agreement, the Lessee agrees to pay to the
Lessor on such Closing Date an amount egual to interest on the
Cost of such Basic Unit at the prime rate then in effect for
First National City Bank during the period from such 31ist day to
and including such Closing Date.

Section 19. Purchase and Renewal Ontions. Provided that this
Lease has not been earlier terminated and the Lessee is not in
default hereunder, the Lessee may by written notice delivered to
the Lessor not less than six months prior to the end of the term
of this Lease or any extended term hereof, as the case may be,
elect {a) to extend the term of this Lease in respect of all, but
not fewer than all, of such Units then covered by this Lease, for
two additional five-year periods commencing on the scheduled
expiration of the original term or extended term of this Lease,
as the case may be, provided that no such extendad term shall
axtend beyond July 1, 1998, at a rental equal to the "Fair Rental
Value" of such Units, payable in arrears in 20 quarterannual
payments for each five-year period; such quarterannual payments
to be made on January 1, April 1, July 1 and October 1 in each
year of the applicable extended term or (b)) to purchase some
(designated by road number), or all, the Units covered by this
Lease at the end of such term of this Tease for a purchase price
equal to the "Fair Market Value" of such Units as of the end of
such term. :

Fair Market value shall be determined on the basis of, and
shall be egual in amount to, the value which would obtain in an
arm's-length transaction between an infcrmed and willing buyer-
user (other than (i) a lessee currently in possession or (il) a
used equipment dealer) and an informed and willing seller under
no compulsion to sell and, in such determination, costs ot '
removal from the location of current use shall not be a deduction
frcm such value. Fair Rental value shall be determined on the
basis of, and shall be egual in amount to, the value which would
obtain in an arm's—~length transaction ketween an informed and
willina lessee-user (other than a lessee-user currently in
possession) and an informed and willing lessor under no
compulsion to lease and, in such determination, costs of recmoval
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the ;ocation of current use shall not be a deduction from
value. .

f on|or before four months prior to the expiration of the

of +hls lL.ease, the Lessor and the Lessee are unable to agree
a determ1na+1on of the Fair Market Value or the Fair Rental
p Of thp relevant Units, such value shall be determnined in
dance with the forecoing definition by a qualified

bendent Appralsor._ The term Aprraiser shall mean such
>anﬂeht appraiser as the Lessor and the Lessee may mutually

h upOn, or failing such agreement, a majority of a panel of

p 1nd°penient appraisers, one of whom shall be selected by -
Jéssor, the second by the Lessee and the third designated by
irstitwo so selected. The Appraiser shall be instructed to
such|determination within a period of 30 days following
ntmen+ and shall promptly communicate such determination in
lng to the Lessor and the Lessee. . The determination so made
be conc1u31ve1y binding upcn both lessor and TLessee. The

rexpe
L.ess
" Tess
- Less
" (wit
liess
~deri
secu
Less

Assu

ses and fee of the Appraiser shall be borne equally by the
r and the Lessee. Upon payment of the purchase price, the
r sball upon request of the Lessee execute and deliver to
e, or to the Lesseel!s assignee oOr nominee, a bill of sale
ont warrantles) for such Unit such as will transfer to the
e such title to such Unit as the Lessor and the Trustee

ed f%om the Manufacturer free and clear of all liens,

ity 1nterests and other encumbrances arising through the

x or|the Trustee.,

.notlon 20. Mileage Allowance: Subrogation; Furth@

ance. Provided the Lessee is not in default hereunder, the

L.ess
‘mone
‘mile
~be f
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. operxr
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Less
firm
make
-such
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+he 1
thers
. loss,

whicl
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entiy
shall

e Qhall be entitled to (i) all mileage allowances and other
s payable by reason of the use of the Units, and any such

ge allowances or other moneys received by the Lessor shall
rththh remitted +o the Lessee, and (ii) the procéeds of any
or right of the Lessor or the Lessee acainst third persons
njury, damage or loss with respect to any Unit or the use or
tion! thereof, including settlements pursuant to the rules of
ssociation of American Railroads, and the Lessee shall be
qa+ed to the extent of the Lessee's interest to all the

rts rlqh%s of recovery therefor adgainst any other person,

or corporatlon. The Lessor hereby authorizes the lLessee to
qattlement of, receive payment and receipt for any and all
clalms on behalf of the Lessor, and the Lessor agrees to

te and deliver from time to time such instruments and do
other acts and things as may be necessary or appropriate
fully to evidence the Lessee's authority and/or to vest in

Llessee such proceeds to the extent of the lLessee's interest

bin or to effect such subrogation; and in the event of any
damaqe or destruction in respect of which the Lessee is

led to proceeds or subrogation as aforesaid, +the Lessor
refkaln from doing any act or executing any instrument

3 wou}d prejudice the right of the Lessee to such proceeds or

ch subrogation. :

|
i
|
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The Lessee covenants and agrees from time to time at its
expense to do all acts and execute all such instruments of
further assurance as it shall be reasonably requested by the
Lessor to do or execute for the purpose of fully carrying out and
effectuating this Lease and the intent hereof.

Section 21. Execution, Although this lLease is dated as of
February 1, 1973 for convenience, the actual date or dates of
execution hereof by the parties hereto is or are, respectively,
the date or dates stated in the acknowledgments hereto annexed. .

Section 22. Law Governing. The terms of this Lease and all
rights and obligations hereunder shall be governed by the laws of
the State of Utah; provided, howsver, that the parties shall be
entitled to all riaghts conferred by Section 20¢c of the Interstate
Commerce Act of the United States, the applicable recording laws
of Canada and of the Provinces or Territories thereof and such
additional rights arising out of the filing, recording or
depositing hereof and of any assignment hereof or out of the
marking on the Units as shall be conferred by the laws of the
several djurisdictions in which this Agreement or any assignment :
hereof shall be filed, recorded or deposited or in which any Unit
may be located. ’

Section 23. Notices. Any notice required or permitted to be
given by either party hereto tc the other shall be deemed to have -
been agiven when deposited in the United States or Canadian
registered mails, first-class postage prepaid, addressed as
follows:

If to the lessor, 1956 Webster Street, Oakland,
California 86412, A

If to the Lessee, P.0O. Box 8100, Montreal 101, Quebec,
Canada, attention of the Treasurer;

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

Section 24. Definitions. If and so long as this Lease is
assigned to the Trustee {O0r any successor thereto) for collateral
purposes, wherever the term "Lessor" is used in this Lease it
shall also apply and refer to the Trustes and any successors
thereto {with the exception of Section 14 hereof) unless the
context shall otherwise reguire and except that the Trustee shall
not be subiject +0 any liabilities or obligations under this
Lease; and the fact that the Trustee is specifically named in
certain provisions shall not he construed to mean that the
Trustee {and any successors thereto) 1s not entitled to the
henefits of other provisions where only the Lessor is named or
where only the Trustee, as the case may be, is ramad.
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Section 25. Severability. Any provision of this lease which

Zis grohibited or unenforceable in any jurisdiction shall, as to
*such| jurisdiction, be ineffective to the extent of such
~prohibition or unenforceability without invalidating the

trema

ining provisions hereof, and any such prohibition or

unenlfforceability in any jurisdiction shall not invalidate or
srendpr unenforceable such provnqlon in any other jurisdiction.

~ihe

This Lease exclusively and completely states the rights of
.essor and the Lessee with respect to the Units and

supersedes all other aareements, oral or written, with respect to

the

nits. WNo variation or modification of this Lease and no

waiver of' any of its provisions or conditions shall be valid

.unle

ts ini writing and signed by duly authorized officers of the

‘Lesspr and the Lessee.

section 26. No Recourse. No recourse shall be had in respect

ot any obllqaflon due under this TLease, or referred to herein,
-agaipst any incorporator, stockholder, director or officer, as
. such{ past, present or future, of the Lessor or the Lessee, or

ragai

st any principal or princ1pals (disclosed or undisclosed),

-as syich, of the Lessor or assignee or assignees or transferee or
“tran ferees, as such, of the Lessor if the Lessor is acting in an

agen
such)|

by Or nominee capacity, or against any beneficiaries, as
in respect of which the Lessor may be acting as trustee,

whether by virtue of any constitutional provision, statute or

rule

of law or by enforcement of any assessment or penalty or

- othetwise, all such liability, whether at common law, in equity,
by any constitutional provision, statute or otherwise, of
incogporators, stockholders, directors, officers, assignees,
“trangferees or principals, as such, being forever released as a
~condjtion of and as consideration for the execution of this
..Leasd. :

A7. Counterpart Execution. This Lease may be executed in

sseverlal counterparts, but the counterpart delivered to the
"TrusHee shall be deemed to be the oriainal counterpart.

N WITNESS WHERFOF, the Lessor and the Lessee, each pursuant

+o dqe corporate authority, have caused this instrument to be
signed in their respective corporate names by duly authorized
offiders and their respesctive corporate seals +o be hereunto
affixed and duly attested, all as of the date first above
written. ' '
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CENTRAL BANK, N.A.,

[ CORPORATE SEAL]

ﬁiiﬁ.——q—-a-— ’ )
: A";“°F"“i CANADIAN NATIONAL RAILWAY
s Rl COMPANY,
Y 1
i/ ’ ie)
1/ sous — — ==
K VICE PRESIDENT

[ CORPORATE SFEAL]

Attest;

ASSISTANT SECRETARY




“STATE OF CALIFORNIA
| |

“COUNTY OF ALAMEDA

| .
On this 16th day of February . 1973, before me personally
-apeared  John D. Carlisle » to me personally
“kn « Who, being by me duly sworn, says that he is Vice :
Prelsident of CENTRAL BANK, N.A., that one of the seals affixed to
the| foregoing instrument is the corporate seal of the said
‘natfional, banking association, that said instrument was signed and
sealled on behalf of said national banking association by
authority of its Board of Directors, and he acknowledged that the
~exepution of the foregoing instrument was the free. act and deed
of gaid national bnaking association.

_%z@z/ Z,_w_w/

Notary Public

|

My ¢ommission expires 3-7-7&

.Illlllllﬂllllllllllll
KATHLEEN L. NUNN

! NITARY PUBLIC

" ALAMECA CUUNTY

STATE OF CALIFORNIA

ik gfﬁfwﬁﬁ;ﬁ?nl!

“PROVINCE IOF QUEBEC

i . S§S.:
CITY| OF MONTREAL

On thlu//€7 day oﬁ59645QL&2€é/ , 1973, before me personally
appehred | K:XLAJDQJL) ' , t0 me personally
‘known, who, elnq by me duly sworn, says that he is the ,
Wt - Pk egid oY of CANADIAN NATIONAL RAILWAY COMPANY, that one of
‘the $eals affixed to the foregoing instrument is the corporate
sealjof the said corporation, that said instrument was signed and
sealeéd on'behalf of said corporation by authority of its Eoard of
Direg¢tors, and he acknowledged that the execution of the

foreqoing instrument was the free act and deed of said
corpdration. '

| VAR )
| , .Commissignery of Oaths

] ’ ] . R.‘ G- e ins,

| : ‘ Commissioner for Ozths

Commissa ‘a ¥ Assermentatioff
- [Seal] | ) Di Montrgal/
| . . Expires 7 L
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SCHEDULE I

Per Unit Cost  Pe

Flat Cars

Description of Pedestal Equipment:

MF Saddleback Tie-down System

¥ Unit Cost Identifying
: | of Basic of Pedestal Numbers
Cuantilty i Type Ecuipment Equipment (Both Inclusive)
| | |
39 I8974% 70-ton $18,135.20 $4,965.00 CNA750200 to
Flush Deck (u.s.) (U.s.) 750238




