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EQUIPMENT LEASE, ASSIGNMENT,
CHATTEL MORTGAGE AND SECURITY AGREEMENT

. THIS AGREEMENT dated as of January 31, 1973 among TRUST
COMPANY FOR USL, INC., a trust company organized under the laws

of the State of Illinois, not in 1its individual capacity but as
Trustee under a Trust Agreement dated as of January 31, 1973 (the
"Lessor"), UNITED STATES LEASING INTERNATIONAL, INC., a California
corporation, as agent for the Lessor (the "Agent"), CANADIAN
NATIONAL RAILWAY COMPANY, a Canadian corporation (the "Lessee")
and the parties named in the Designation of Lenders attahced hereto

(collegtively the "Secured Parties" and individually the "Secured
Party®).

| WITNESSETH:

. WHEREAS the Lessor, the Agent and the Lessee have en-
tered into a Railroad Equipment Reconstruction Agreement dated as
of January 31, 1973 (the "Reconstruction Agreement") providing
for the reconstruction by ;?g Lessee of the 122 piggyback flat
cars (collectively the "Equipment" and ingdividually an "Item of
Equipment") described in Schedules A, B and C, both inclusive,
httached hereto, in accordance with the specifications (the
'Specifications”) referred to in Section 1 of the Reconstruction

greement, and upon delivery of each Item of Equipment and the
cceptance of such Item of Equipment as provided in Section 1.2
ereof, the Lessor shall lease and let such Item of Equipment to
he Lessee and the Lessee shall hire such Item of Equipment from
he Lessor for the rental and on and subject to the terms and
onditions herein set forth; and ’

WHEREAS the Lessor will cause each Item of Equipment
o be tendered to the Lessee at such point or points as may be
etermined in accordance with the provisions of Section 2.1 of the
econstruction Agreement and upon such tender, the lLessee will
ause an inspector designated and authorized by the Lessee to in-
pect the same, and, i1f such Item of Equipment 1s found to .be in
ood order, to accept delivery of such Item of Equipment and to
xecute and deliver to the Lessor a Certificate of flcceptance as
provided in Section 1.2 hereof with respect to such Item of Equip-
nt; and

(PF.N. Trust No. 6) | //lé%/




WHEREAS the Reconstruction Agreement provides that in

the event the financing by the Lessor of its purchase and reconstruc-
tion of any Items of Equipment 1s not completed on or before June

31, 1973 as contemplated in the Reconstruction Agreement, the Lessee
is required to purchase such Items of Equipment from the Lessor; and

WHEREAS the Secured Parties desires to provide financing
to the Lessor as contemplated by the Reconstruction Agreement under
the terms and provisions hereof;

NOW, THEREFORE, in consideration of the premises and of
the sums to be pald and the covenants hereinafter provided to be
kept and performed, the parties hereto agree as follows:

DEFINED TERMS

: Except as the introduction to Part II hereof or the
ontext otherwlise specifies or requires, each of the followilng terms
hall, when used in this Agreement, have the meaning indicated:

Trust Agreement: The term "Trust Agreement" shall mean

the Trust Agreement dated as of January 31, 1973 among Trust Company
for USL, Inc., as Trustee, United States Leasing International, Inc.,
s agent for the Trustee, and BIRMINGHAM TRUST NATIONAL BANK, as
rustor, as supplemented or amended from time to time.

Trustor: The term "Trustor" shall mean Birmingham Trust
ational Bank, a national banking association and any corporation
ucceeding thereto by merger, consolidation or acqulsition of all
r substantially all of 1ts assets as an entirety.

, Loan Agreements: The term "Loan Agreement:s"” shall mean the
eparate Loan Agreements dated as of January 31, 1973 among the
rustee, the Agent and each of the Secured Parties, respectively,

s supplemented or amended from time to time. .

Note or Notes: The term "Note" shall mean any of, and
the term "Notes™ shall mean all of, the 8% Secured Notes due 1976~
1988 of the Trustee 1ssued and outstanding under the Loan Agree-
nts.

Periodic Rent Commencement Date: The term "Periodic Rent
Commencement Date" shall mean the Closing Date under the Loan

Agreements.




PART I

' Provisions Relating to the Lease and Delivery of the Equip-
ment; Rentals Reserved and Duties and Obligations of the Lessee in
respect of the Equipment. This Part I 1s hereinafter for convenience
sometimes referred to as the "Lease", and includes Sectlons 1 through
20 of this Agreement.

SECTION 1. MANUFACTURE AND DELIVERY OF EQUIPMENT.
|
| 1.1. Intent to Lease. As more fully set forth in the
preambles hereto and the Reconstruction Agreement referred to therein
the Lessor is acquiring and rebuilding the Equipment, and upon
deliVery of each Item of Equlipment pursuant to the Reconstruction
Agreement, the Lessor shall lease and let such Item of Equipment
to the Lessee and the Lessee shall hire such Item of Equipment
from |{the Lessor for the rental and on and subject To the terms
and conditions herein set forth.

|

| 1.2. Certificates of Acceptance. Upon delivery of each
Item|of Equipment pursuant to “the Reconstruction Agreement, the
Lessee will inspect such Item of Equipment and if such Item of
Equipment tendered for delivery appears to meet the specifications,
the Lessee will accept delivery thereof and execute and deliver
to the Lessor duplicate Certificates of Acceptance (the "Certificates
of Acceptance"), substantially in the form of Schedule D attached
hereto and made a part hereof whereupon such Item shall for all
purposes be deemed to have been delivered to and accepted by the
Lessee and shall be subject thereafter to all of the terms and
conditions of this Agreement. :

1.3. Acceptance of Equipment. The Lesse¢e's executlion and
deliqery to the Lessor of the Certificates of Acceptance with respect
to each Item of Equipment shall concluslvely establish that each

Item of Equipment 1s acceptable to and accepted by the Lessee here-
under, notwithstanding any defect with respect to design, manufacture,
condition or in any other respect, and that each Item of Equipment

is in good order and condition and appears to conform to the specifi-
cations applicable thereto and to all applicable Canadian Transport
Commission and United States Department of Transportation and all
other foreign or domestic governmental agency requirements and
specifications, if any. The Lessee represents that 1t has no knowl-
edge jof any such defect.

SECTION 2. RENTS AND PAYMENT DATES.

! 2.1. Rent for Equipment. The Lessee -agrees to pay the
Lessor the following Rent for each Item of Equipmerit leased hereunder:

‘ ' V.

|
|
|
:
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; Periodic Rent. For each Item of Equipment forty (40)
'semiannual 1installments of Periodic Rent each payable in
‘arrears and in the amount provided for each respective
iItem of Equipment in Schedules A, B and C hereto.

References to Schedules A, B and C in this Section 2.1 (and
the amounts of Perlodic Rent to be pald pursuant to saild Schedule)
shall mean either Schedule A-I or A-II, B-I or B-IL and C-I or
C-IT las specified in Section 27.4 hereof.
|

- 2.2, Rent Payment Dates. The thirty (30) installments
of Periodic Rent for each ltem of Equipment shall be due and payable
semiannually commencing six calendar months after the Periodic Rent
Commencement Date.

5 2.3. Place of Rent Payment. All payments provided for
in this Lease to be made to the Lessor shall be made to the Lessor
at 1211 West 22nd Street, Oak Brook, Illinois 60521, or at such
other place as the Lessor or its assigns pursuant to Section 16
hereof shall specify in writing.

| 2.4. Net Lease. This Lease is a "net lease" and the Lessee
shall not be entitled to any abatement of rent or reduction thereof,
including, but not limited to, abatements or reductions due to any
present or future claims of the Lessee agalnst the Lessor under this
Lease or the Reconstructlon Agreement, nor, except as otherwise
expressly provided herein, shall this Lease terminate, or the respec-
tivelobligations of the Lessor or the Lessee be otherwise affected,

by reason of any defect in or fallure of title of the Lessor to

[the Equlpment or any defect 1ln or damage to or loss or destruction

of all or any of the Equipment from whatsoever cause, the taklng

or requisitioning of the Equipment by condemnation or otherwise,

the lawful prohibition of the Lessee's use of the Equipment, the
interference with such use by any private person or corporation,

the invalidity or unenforceability or lack of due authorization

or other infirmity of this Lease, or lack of right, power or author-
ity of the Lessor to enter into thls Lease, or for any other cause
Whether similar or dissimilar to the foregoing, any present or

future law to the contrary notwithstanding, it being the intention

pof the partles hereto that the rents and other amounts payable by

the Lessee hereunder shall continue to be payable in all events unless
the obligation to pay the same shall be terminated pursuant to Section
11 hereof, or until, pursuant to Section 13 hereof, the Equlpment 1is
placed and ready for delivery to Lessor on the Lessee s lines, or

is stored for the Lessor on the Lessee's lines, or leaves the Lessee s

linesxfor off-line delivery to the Lessor.

-l




SECTION 3. TERM OF THE LEASE.

| The term of this Lease as to each Item of Equipment shall
begin on the date of dellivery to and acceptance by the Lessee of
such ;Item of Equipment and subject to the provisions of Section 11
hereof shall terminate fifteen (15) years following the Perlodic
Rent Commencement Date with the option of purchase or renewal pro-
ideq in Section 20 hereof.

SECTION 4. OWNERSHIP AND MARKING OF THE EQUIPMENT,
(

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

§ Duty to Number and Mark Equipment. The Lessee will
cause each Item of %q"Ipment to be kept numbered with its road

number as set forth in Schedule A and will keep and maintain, plainly,
distlinctly, permanently and consplcuously marked by a plate or
stencil printed in contrasting color upon each side of each Item of
Equippent in letters not less than one-half inch in helght as follows:

“Leased from United States Leasling
International, Inc., as agent for
Owner-Trustee and Subject to a
Security Interest Recorded with
the I. C. C. and the Reglstrar
General of Canada'

i
|
|
{
|
y

ith appropriate changes thereof and additlions thereto as from

ime to time may be required by law in order to protect the title

f the Lessor to such Item of Equipment, its rights and the rights

£ the Secured Parties under this Agreement. The Lessee will not
lace: any such Item of Equipment in operation or exercise any control
r dominion over the same until required legend shall have been so
rked on both sides thereof and will replace promptly any such names
d wprd or words which may be removed, defaced or destroyed. The

essee wlll not change the road number of any Item of Equipment except
ith phe consent of the Lessor and 1n accordance with a statement

f new road numbers to be substituted therefor, which consent and
tatement previously shall have been filed with the Lessor by the
Lessee and filed, recorded or deposited in all public offices where

this %greement shall have been filed, recorded or deposited.

, 4

|
I
v




v
|
‘

5 4.3. Prohibition Against Certain Designations. Except
as above provided, the Lessee will not allow the name of any person,
association or corporation to be placed on the Equlpment as a
designation that might be interpreted as a claim of ownershilp;
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 afflliates on rallroad ejuipment used by
it of the same or a similar type for convenience of identification.

' 4.4, Indemnification for Improper Marking. The Lessee
shall indemnify the Lessor, the Agent, the Trustor and the Secured
Parties and thelr respective successors and assigns against any lia-
bility, loss or expense incurred by any of them as a result of the
aforesald marking of the Equipment with such name, initials or
insignia.

SECTION 5. DISCLAIMER OF WARRANTIES.

i AS BETWEEN LESSOR AND LESSEE, LESSOR LEASES THE EQUIPMENT,
AS-IS WITHOUT WARRANTY OR REPRESENTATION EITHER EXPRESS OR IMPLIED,
AS TO (A) THE FITNESS OR MERCHANTABILITY OF ANY ITEM OR ITEMS OF
EQUIPMENT (B) THE LESSOR'S TITLE THERETO, (C) THE LESSEE'S RIGHT
TO THE QUIET ENJOYMENT THEREOF, OR (D) ANY OTHER MATTER WHATSOEVER,
IT BEING AGREED THAT ALL SUCH RISKS AS BETWEEN THE LESSOR AND THE
LESSEE, ARE TO BE BORNE BY THE LESSEE The Lessor hereby appolints
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 thelr
interests may appear, but in all cases at the sole cost and expense
of the Lessee, whatever claims and rights the Lessor may have as
owner of the Equipment agailnst any manufacturers orr contractors in
respect thereof. v

SECTION 6. LESSEE'S INDEMNITY.

!

! 6.1. Scope of Indemnity. The Lessee shall defend,
indemnify and save harmless the Lessor, the Agent, the Trustor and
the Secured Parties and their respective successors and assigns from
and against

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

{ (b) any claim, cause of action, damages, liability,
jcost or expense (including counsel fees and costs in
connection therewith) which may be incurred in any manner




by or for the account of any of them (1) relating to the
Equipment or any part thereof, including without limita-
‘tion the construction, purchase, delivery, installation,
ownership, leasing or return of the Equipment or as a
‘result of the use, maintenance, repalr, replacement,
operation or the condition thereof (whether defects are
latent or discoverable by the Lessor or by the Lessee),
‘except counsel fees or other costs or expenses incurred

'by the Agent, Trustor, Lessor, or the Secured Parties with
respect to their initial participation in this transactlon,
including counsel fees, costs and expenses 1lncurred in

‘the execution of all necessary documents, (11) by reason
or as the result of any act or omission of the Lessee for
1tself or as agent or attorney-in-fact for the Lessor
hereunder, (11i1) as a result of claims for patent infringe-
ments, or (1v) as a result of claims for negligence or
strict liability in tort.

: 6.2. Continuation of Indemnities and Assumptions. The
indemnities and assumptions of 1liability in this Sectlon 6 contained
shall continue in full force and effect notwithstanding the termination
pf this Agreement, or the termination of the term hereof in respect

pbf any one or more Items of Equipment, whether by expiration of time,
by operation of law or otherwise. The Lessee shall be entitled to
Fontrol, and shall assume full responsibllity for, the defense of

uch claim or liability.

: 6.3. Termination of Certain Indemnities and Assumptions.
Notwithstanding anything contalned in this Sectlon 6, the Lessee

hall not be obligated to indemnify or assume liability in respect

f an Item of Equipment for any claim, cause of action, damages or
iability to the extent that such claim, cause of action, damages or
i1ability arises solely as a result of a situation or event occurring
fter such Item of Equipment has been returned to the Lessor. pursuant
0 Section 13 or 15 hereof or after this Agreement with respect to
uch Item of Equipment has otherwlise terminated; provided, however,
hat such indemnitles and assumption of liability shall not apply

n respect of any matters referred to in subsection (a) or clause

i) or (i1) of subsection (b) of Section 6.1 hereof, occurring after
he termination of this Agreement, except for any such matters
ccurring after the termination arising in connection with the
essee's assembling, dellvering, storing or transporting of the
quipment as provided in Section 13 or as the case may be, 15, hereof.
e foregolng does not guarantee a residual value.

o Y




SECTION 7. RULES, LAWS AND REGULATIONS.

_ The Lessee agrees to comply with all governmental laws,
.{regulations, requirements and rules (including the rules of the
Canadian Transport Commission and the United States Department of

. |Transportation and the current Interchange Rules and supplements
thereto of the Mechanical Division Association of American Rallroads)
with respect to the use, maintenance and operatlon of each Item of
Equipment subject to this Agreement. In case any equipment or
appliance is required to be installed on such Item of Equipment in
order to comply with such laws, regulations, requirements and rules,
the Lessee agrees to make such changes, additions and replacements
at its own expense.

SECTION 8. USE AND MAINTENANCE OF EQUIPMENT.

The Lessee shall use the Equipment only in the manner for
which 1t was designed and intended and so as to subject it only to
ordinary wear and tear. The Lessee shall, at 1ts own cost and
expense, malntaln and keep the Equipment in good order, condition
and repalr, ordinary wear and tear excepted, suitable for use 1in
nterchange. The Lessee shall not modify any Item of Equipment
ithout the written authority and approval of the Lessor which

hall not be unreasonably withheld. Any parts installed or replace-
ents made by the Lessee upon any Item of Equipment (except such as
re not required pursuant to Section 7 hereof and can be removed
ithout damage to, or in any way affecting or impairing either the
riginally intended function or the use of, such Item of Equipment)
hall be considered accessions to such Item of Equipment and title
hereto shall be immediately vested in the Lessor, without cost or
expense to the Lessor.

BECTION 9. LIENS ON THE EQUIPMENT.

, The Lessee shall pay or satisfy and discharge any and all
n]aims against, through, or under the Lessee and its successors or
fssigns which, i1f unpaid, might constitute or become a lien or a
tharge upon the Equilipment, and any liens or charges which may be
Jevied agalnst or imposed upon any Item of Equipment as a result of
the fallure of the Lessee to perform or observe any of its covenants
br agreements under this Lease, but the Lessee shall not be required
Lo pay or discharge any such claims so long as it shall, in good
alth and by appropriate legal proceedings contest the valldity
hereof in any reasonable manner which will not affect or endanger
he title and interest of the Lessor to the Equipment. The Lessee's

bligations under this Section 9 shall survive termlnation of the
ease. .

e
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SECTION 10. FILING, PAYMENT OF FEES AND TAXES.

) 10.1. Filing. Prior to the dellivery and acceptance of
the first Item of Equipment, the Lessor will at the sole cost and
expense of the Lessee, make sultable arrangements f.o have this
Agreement digosited with the Reglistrar General of Canada pursuant

to Section 86 of the Railway Act of Canada and to publish notice

of such deposit in the Canada Gazette pursuant to sald Section 86
and duly filed, registered or recorded in conformity with Section
20c of the Interstate Commerce Act and in such other places within
or without Canada and the United States as the Lessor may reasonably
require for the protection of its title or the security interest

of the Secured Parties granted by the Lessor pursuant to Sectlon
16.1 hereof. The Lessee will, from time to time, do and perform

any other act and will execute, acknowledge, dellver, file, register
and record (and will re-file, re-register, or re-record whenever
required) any and all further instruments required by law or reason-
ably requested by the Lessor, for the purpose of protecting the
Lessor's title to, or such security interest of the Secured Parties
in, the Equipment to the satisfaction of the Lessor's or Secured
Parties' counsel or for the purpose of carrying out the intentlion
of this Agreement, and in connection with any such action, will
deliver to the Lessor proof of such filings and an opinion of the
Lessee's counsel that such action has been properly taken. The
Lessee will pay all costs, charges and expenses lncident to any

such filing, re-filing, registerling, re-registering, recording and
re-recording of any such instruments or incident tc the taking of
such 'action.

10.2. Payment of Taxes. The Lessee, or the Lessor at
the Lessee's expense, shall report, pay and discharge when due all
license and reglstration fees, assessments, sales, use and property
taxes., gross receipts taxes arising out of receipts from use or
operation of Equipment, and other taxes, fees and governmental charges
similar or dissimilar to the foregoing (excluding any net income
tax, provided that the Lessee agrees to pay that portion of any
such net income tax which is 1n direct substitution for, or which
relieves the Lessee from, a tax which the Lessee would otherwise

be obligated to pay under the terms of this Section), together with
Bny penalties or interest thereon, imposed by any province, state,
federal or local government upon any Item of Equipment and whether
pr not the same shall be assessed agalnst or in the name of the
Jessor the Agent, the Lessee, or the Trustor; provided, however,
Chat the Lessee shall not be required to pay or discharge any such
tax or assessment (1) so long as it shall, in good faith and by’
appropriate legal proceedings, contest the validlty thereof in any
reasonable manner which will not affect or endanger the title and
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interest of the Lessor to the Equipment; however, the Lessee shall
reimburse the Lessor for any damages or expenses resulting from such
fallure to pay or discharge, or (11) as to assessments against or

in the name of anyone other than the Lessee, until 20 days after
written notice thereof shall have been glven to the Lessee.

SECTION 11. PAYMENT FOR CASUALTY OCCURRENCE FOR EQUIPMENT.
|

11.1. Duty of Lessee to Notify Lessor. In the event

that 'any Item of Equipment shall be or become lost, stolen, destroyed,
or, in the opinion of the Lessee, irreparably damaged or damaged
beyond economic repair, or shall be requisitioned or taken over by

any governmental authority under the power of eminent domain or other-
wise during the term of this Lease (any such occurrence, except for
any requisition which by its terms does not exceed the remaining

term 'of this Lease, being hereinafter called a Casualty Occurrence),
the Lessee shall promptly and fully (after it has knowledge of such
Casualty Occurrence) inform the Lessor in regard thereto.

( 11.2. Sum Payable for Casualty Loss. When the aggregate
Casualty Value (as herein defined) of ltems of Equipment having suffer-
ed a Casualty Occurrence (exclusive of Items of Equipment having
suffered a Casualty Occurrence with respect to which a payment shall
have been made to the Lessor pursuant to this Section 11) shall

pxceed $50,000, the Lessee, on the next succeeding Rent Payment

Date, shall pay to the Lessor a sum equal to the Casualty Value of

such Item or Items of Equipment as of the date of such payment; provid-

d that notwithstanding the foregoing the Lessee shall on the last
ent Payment Date of each calendar year pay to Lessor a sum equal

o the Casualty Value of any Item or Items of Equipment which have
uffered a casualty occurrence during such calendar year or any prior
ear for which no payment has previously been made to the Lessor
ursuant to this Section 11.2.

: 11.3. Rent Termination. Upon (and not until) payment of
he Casualty Value in respect of any Item or Items of Equlipment,

he obligation to pay rent for such Item or Items of Equlpment
including the Periodic Rent installment due on the Casualty Value
ayment date) shall terminate, but the Lessee shall continue to pay
ent for all other Items of Equlipment. The Lessee 3hall pay when
ue all rent payments as to an Item or Items due prlor to the date
n which the Casualty Value thereof is payable. ,

: 11.4. Disposition of Equipment. The Lessee shall, as
gent for the Lessor, dispose of such Item or Items of Equipment
gds soon as it 1s able to do so for the best price obtainable. Any

M
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juch disposition shall be on an "as is", “where 1s" basis without
representation or warranty, express or implied. As to each separate
Item of Equipment so disposed of the Lessee may retain all amounts
qf such price plus any insurance proceeds and damages recelved by
fhe Lessee by reason of such Casualty Occurrence up to the Casualty
Value !attributable thereto and shall remit the excess, if any, to
he Lessor. In disposing of such Item or Items of Equipment, the
essee shall take such action as the Lessor shall reasonably request
o terminate any contingent liability which the Lessor might have
1sing after such disposition from or connected with such Item or
tems‘of Equipment.

E 11.5. Casualty Prior to Commencement of Periodic Rent.
f the Lessee shall have notified the Lessor that an lLtem or ltems
f Equipment have suffered a Casualty Occurence prior to the Periodic
ent Commencement Date hereunder with respect thereto, the date of
uch Casualty Occurrence for such Item or Items shall be deemed to
e one day after the Perlodic Rent Commencement Date.

| 11.6. Casualty Value. The Casualty Value of each Item
f Equipment shall be an amount determined as of the date the
asualty Value is paild as provided in this Section 11 (and not the
ate of the Casualty Occurrence) equal to that percentage of the
riginal cost to the Lessor of such Item of Equipment as set forth
n the Schedule of Casualty Value attached hereto as Schedule E.
eferences to Schedule E in this Section 11.6 (and the amounts to
e paild as determined by said Schedule) shall mean either Schedule
t-I or E-II as specified in Section 27.4 hereof.
i 11.7. BRisk of Loss. The Lessee shall bear the risk of
and, except as hereinabove in this Section 11 provided, shall not
pbe released from 1ts obligations hereunder in the event of any
,asualty Occurrence to any Item of Equlpment after the date hereof.

@ 11.8. Eminent Domain. In the event that during the term
pf this Lease the use of any Item of Equipment 1s requisitioned or
Laken by any governmental authority under the power of eminent
fomain or otherwise for a period which does not exceed the remaining
Lerm of this Lease, the Lessee's duty to pay rent shall continue

for the duration of such requisitioning or taking. The Lessee shall
be entitled to receive 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 to an amount
equal to the rent pald or payable hereunder for such period, and

the balance, if any, shall be payable to and retained by the Lessor
ns 1ts sole property.
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$ECTION 12. ANNUAL REPORTS.

12.1. Duty of Lessee to Furnish. On or before April 1
in each year, commencing with the year 1974 the Lessee will furnish
fo0 the Lessor and the Secured Parties an accurate statement, as of the
eénd of the preceding calendar year (a) showing the amount, descrip-
tion 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 preceding 12
onths or longer period between successive statements (or since the
ate of this Lease, in the case of the first such statement), and
uch other information regarding the condition or repair of the
quipment as Lessor may reasonably request, and (b) stating that,
in the case of all Equipment repainted during the period covered by
sBuch statement, the markings required by Section 4.2 hereof shall
have been preserved or replaced.

12.2. Lessor's Inspection Rights. The Lessor or any
Secured Party shall have the right, at 1ts sole cost and expense,
by its authorized representative, to inspect the Equipment and the
LLessee's records with respect thereto, at such times as shall be
reasonably necessary to confirm to the Lessor or 1ts assigns the
exlstence and proper maintenance thereof during the continuance of
this Lease.

SECTION 13. RETURN OF EQUIPMENT UPON EXPIRATION OF TERM.

Duty of Lessee to Return Equipment. Upon the expiration
of the term of thls Lease with respect to any Item of Equipment,

the Lessee will, at its own cost and expense, at the request of the
Lessor, deliver possession of such Item of Equipment to the Lessor
upon such storage tracks of the Lessee as the Lessor may designate,
or in the absence of such designation, as the Lesse¢e may select,

and permit the Lessor to store such Item of Equipment on such tracks
for a period not exceeding 90 days and transport the same at any
time withln such 90 days period to any reasonable place on the lines
of railroad operated by the Lessee or to any connecting carrier for
shipment, all as directed by the Lessor upon not less than 30 days'
written notice to Lessee. All movement and storage of each such
Item 1s to be at the risk and expense of the Lessee. During any
such storage period the Lessee wlll permit the Lessor or any person
designated by it, including the authorized representative or repre-
sentatives of any prospective purchaser of any such Item, to inspect
the same. The assembling, delivery, storage and transporting of

the Equipment as hereinbefore provided are of the essence of this

M
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Lease, and upon application to any court of equlty having jurisdic-
tion 'in the premises the Lessor shall be entitled to a decree against
the Lessee requiring specific performance of the covenants of the
Lessee to so assemble, deliver, store and transport the Equipment.

SECTION 14. DEFAULT.

14,1, Events of Default. If, during the continuance of
this Lease, one or more of the following events (Y"Events of Default")
shall occur:

: (a) Default shall be made in the payment of any part
of the rental provided in Sectlon 2 hereof or the sums due
under Section 11 or 20 hereof and such default shall con-
tlnue for ten days; or

, (b) The Lessee shall make or permit any unauthorized
assignment or transfer of this Lease, or of possession of
the Equipment, or any portion thereof, and shall fall or
refuse to cause such assignment or transfer tc be cancelled
by agreement of all parties having any interest therein and
to recover possession of such Equipment within 30 days; or
| (c) Default shall be made in the observance of
performance of any warranty, representation or any other
of the covenants, conditions and agreements on the part
of the Lessee contained hereln or in any other agreement
in writing between the Lessee and the Lessor, the Trustor
or the Agent concerning the Equipment, such Agreement
having been executed by an officer of the Lessee, and
such default shall continue for 30 days after written
notice from the Lessor to the Lessee, specifying the
default and demanding the same to be remedied; or

(d) Any other proceeding shall be commenced by
or agalnst the Lessee for any rellef under any bankruptcy
or insolvency laws, or laws relating to the relief of
debtors, readjustments of indebtedness, reorganizations,
arrangements, compositions or extensions (other than a
law which does not permit any readjustment of the
obligations of the Lessee hereunder), and, if instituted
agalnst the Lessee, are consented to or are not dismissed
within 60 days after such proceedings shall have been
commenced, unless all the obligations of the Lessee under
this Lease shall have been duly assumed in writing,
pursuant to a court order or decree, by a trustee or ,é !
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'trustees appointed in such proceedings or otherwise
glven a status comparable to obligations 1ncurred by
.such a trustee or trustees within 30 days after such
appointment, if any, or 60 days after such proceeding
.shall have been commenced, whichever 1s earlier;

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

(1) Proceed by appropriate court action or actions,
‘either at law or in equity, to enforce performance by
the Lessee of the applicable covenants of thls Lease or
'to recover damages for the breach thereof; or

: (2) By notice in writing to the Lessee, termlnate
'the Lessee's rights and privileges under this Agreement,
whereupon all right of the Lessee to the use of the
Equipment shall absolutely cease and terminate as though
this Agreement had never been made, but the Lessee shall
remain liable as hereinafter provided and thereupon,

the Lessor may by its agents enter upon the premises of the
.Lessee or other premises where any of the Equipment may be
located and take possession of all or any of such Equipment
.and thenceforth hold, possess and enjoy the same free from
‘any right of the Lessee, or its successors or assigns, to
use the Equipment for any purpose whatever, but the Lessor,
‘'shall, nevertheless, have a right to recover from the Lessee
any and all amounts which may have accrued to the date of
such termination (computing the rental for any number of days
less than a full rental period by a fraction of which the
numerator 1s such accrued number of days and the denominator
1s the total number of day in such full rental period) and
also to recover forthwith from the Lessee (1) as damages
for loss of the bargain and not as a penalty, a sum,

with respect to each Item of Equipment, 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 hereunder from the date of such
termination to the end of the term of this Agreement over
the then present worth of the then falr rental value 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 reasonably estimates to be
obtainable for the use of the Item during such period,

such present worth to be computed in each case on a basis
of a 5% per annum discount, compounded semiannually

from the respective dates upon which rentals would have
been payable hereunder had this Lease not been terminated,
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-and (11) any damages and expenses including reasonable
attorney's fees, invaddition thereto which the Lessor
'shall have sustalned by reason of the breach of any
,covenant or covenants of thls Lease, other than for the
payment of rent.

\ 14.2. Cumulative Remedies. The remedies in this Lease
provided in favor of the Lessor shall not be deemed exclusive, but
shall be cumulative and shall be in addition to all other remedies
in 1ts .favor existing at law or in equlty. The Lessee hereby

walves 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 walver is permitted by law. The Lessee hereby
aives any and all existing or future claims of any right to assert
any off-set against the rent payments due hereunder, and agrees to
make the rent payments regardless of any off-set or claim which may

pe asserted by the Lessee on 1ts behalf in connection with the
lease of the Equipment.

14.3. Lessor's Fallure to Exercise Rights. The failure
of the Lessor to exercise the rights granted it hereunder upon any
pccurrence of any of the contingencies set forth herein shall not
constitute a waiver of any such right upon the continuation or
recurrence of any such contingencies or simllar contingencles.

SECTION 15. RETURN OF EQUIPMENT UPON DEFAULT

15.1. Lessee's Duty to Return. If the Lessor shall
cerminate this Lease pursuant to Section 14 hereof, the Lessee
hall forthwith deliver possession of the Equipment to the Lessor.
or the purpose of delivering possession of any Item of Equipment
o the Lessor as above required, the Lessee shall at its own cost,
xpense and risk (except as hereinafter stated):

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

, (b) Permit the Lessor to store such Equipment in such
reasonable storage place on the Lessee's lines of railroad

for a perlod not exceeding 90 days at the risk of the
Lessee; and

(¢) Transport the Equipment, at any time within such
90 days' period, to any place on the lines of railroad
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operated by the Lessee or to any connecting carrier for
shipment, all as the Lessor may reasonably dlrect upon
not less than 30 days' written notice to the Lessee,

i 15.2. Intention of Parties. The assembling, delivery,
storage and transporfing of the Equipment as hereinbefore provided
are of the essence of this Lease, and upon application to any court
bf* equity having jurisdiction in the premises, the Lessor shall be
entitled to a decree against the Lessee requiring specific perfor-
ance of the covenants of the Lessee so as to assemble, deliver,

: torej and transport the Equipment.

| 15.3. Lessor Appointed Lessee's Agent. Without in any
ay limiting the obligations of the Lessee under the foregoing
rovisions of this Section 15, the Lessee hereby irrevocably appoints
he Lessor as the agent and attorney of Lessee, with full power and
uthority, at any time while the Lessee is obligated to deliver
ossesslon of any Items of Equipment to Lessor, to demand and take
ossesslon of such Item in the name and on behalf of Lessee from
hosoever shall be at the time in possession of such Item.

ECTION 16. ASSIGNMENTS BY LESSOR AND LESSEE: USE AND POSSESSION.
j 16.1. In consideration of the execution by each Secured
arty of its Loan Agreement with the Lessor and the Agent and any
oan by the Secured Party thereunder to finance the purchase by the
essor of a portion of the Equipment, and in order to secure the
ayment of the principal of and interest on the Notes issued under
uch Loan Agreement according to thelr tenor and effect, and to
ecure the payment of such Notes and all principal thereof and inter-
st thereon and all additional amounts and other sums at any time
ue and owing from or required to be pald by the Lessor under

he terms of such Notes, Part II of this Agreement or such Loan
greement (the "indebtedness hereby secured") and the performance
nd observance of all the covenants and conditions of the Lessor

n such Notes and in Part II of this Agreement and in such Loan
greement contained, the Lessor does hereby sell, convey, warrant,
ortgage, assign, pledge, grant a security interest in, and
hypothecate unto each Secured Party, respectively, its successors
bnd assigns, forever, all and singular the following described prop-
erties, rights, 1nterests and privileges (all of which properties
nereby mortgaged, assigned and pledged or intended so to be are
tollectively referred to in this Section 16.1 and in Part II of
phis Agreement as the "Collateral™), that is to say:

=16~
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DIVISION I - EQUIPMENT COLLATERAL

‘ To Each Secured Party, Respectively: All Items of
Equipment described in the subpart of Schedule I hereto identi-
fied below opposite the name of each Secured Party:

Items of Equipment
Described in
Schedules Hereto

Secured Party ' Identified as Follows
Union: Mutual Life Insurance Company A-I (or A-II)
Pnion Mutual Life Insurance Company of America B-I (or BfII)

nion Mutual Life Insurance Company of New York c-I (or C-II)

together with all accessoriles, equipment parts and appurtenances
appertaining or attahced to any such Items of Equipment whether
now owned or hereafter acquired, and all substitutions, re-
newals and replacements of and additions, improvements, acces-
sions and accumulations to any and all of such Items of Equip-
ment together with all the rents, 1ssues, inccme, profits

and avails therefrom.

DIVISION II - OTHER COLLATERAL

To Each Secured Party, Respectively: All right, title
and interest of the Lessor, as Lessor, in, under and to this
Agreement and all rents and other sums due and to become due
thereunder including any and all extensions or renewals there-
of in so far as the same cover or relate to the Equipment
mortgaged to such Secured Party pursuant to Division I hereof
it being the intent and purpose thereof that the assignment
and transfer to such Secured Party of said rents and other
sums due and to become due from the Lessor under this Agree-
ment shall be effective and operative immedlately and shall
continue in full force and effect and each Secured Party shall
have the right to collect and recelve sald rents and other
sums due and to become due from the Lessor uncder this Agree-
ment shall be effective and operative immediately and shall
continue 1n full force and effect and each Secured Party shall
have the right to collect and receive sald rents and other
sums for application in accordance with the provisions of Sec-
tion 23 hereof at all times during the period from and after
the date of this Agreement until the indebtedness hereby se-

cured has been fully pald and discharged. ?

|
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. SUBJECT, HOWEVER, 1n the case of all such mortgages and
ants, to (a) the right, title and interest of the Lessee under
his Agreement, and (b) the lien of current taxes and assessments
ot in default, or, if delinquent, the validity of which is being
ontested in good faith.

i TO HAVE AND TO HOLD the Collateral granted to each Secured
arty, respectively, unto such Secured Party, its successors and
ssigns, forever; provided always, however, that these presents
re upon the express condition that 1f the Lessor shall pay or
ause ' to be paid all the indebtedness hereby secured and shall
bserve, keep and perform all the terms and conditions, covenants
d agreements in Part II of this Agreement and in the Loan Agree-
ents. and the Notes contalined, then these presents and the estate
ereby granted and conveyed shall cease and this Agreement shall
ecome null and vold as between the Lessor and each Secured Party,
therwlse to remain in full force and effect.

’ The rental and other sums payable by the Lessee which are

he subject matter of the mortgage and assignment to each Secured

arty, respectively, as provided by this Section shall be paild

o0 such Secured Party. Without limiting the foregaoing, the Lessee
rther acknowledges and agrees that (1) the rights of each Secured
arty', respectively, in and to the sums payable by the Lessee under

ny provisions of this Agreement shall not be subject to any abate-

ent whatsoever, and shall not be subjJect to any defense, set-

ff, counterclaim or recoupment whatsoever whether by reason of

r defect in Lessor's title, or any interruption from whatsoever
ause, (other than from a wrongful act of such Secured Party) in

he use, operation or possesslon of the Equipment c¢r any part thereof,
r any damage to or loss or destruction of the Equipment or any

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

o any other person, firm or corporation or to any governmental
uthority or for any cause whatsoever, 1t beilng the intent hereof
hat, except in the event of a wrongful act on the part of such
ecured Party, the Lessee shall be uncondltionally and absolutely

bligated to pay such Secured Party all of the rents and other

ums which are the subject matter of the mortgage &and assignment

o each Secured Party, respectively, as provided for by this Section,
d (i1) such Secured Party shall have the sole right to exercise

all rights, privileges and remedies (either in its own name or

in the name of the Lessor for the use and benefit of such Secured

Party) which by the terms of thls Agreement are permitted or provided
to be exercised by the Lessor including but not limited to (a) the
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right;to make all wailvers and agreements, and (b) the right to give
all notices, consents and releases, and (c¢) the right to take such
action upon an Event of Default referred to in Section 14.1 hereof
=] shall be permitted by the terms of this Agreement or by law.

} 16.2. Lessee's Rights to the Equipment. So long as the
[Lessee shall not be in default under thils Agreement, the Lessee shall
pbe entitled to the possession and use of the Equipment in accordance
ith the terms of this Agreement, but, without the prior written
onsent of the Lessor, the Lessee shall not assign, transfer or
ncumber 1its ieasehold interest under this Agreement in any of the
quipment (except to the extent that the provisions of any mortgage
ow or hereafter created on any of the liens of railrocad of the
Lessee may subject such leasehold interest to the lien thereof). The
essee shall not, without the prior written consent of the Lessor,
art with the possession or control of, or suffer or allow to pass

ut of its possession or control, any of the Equipment, except to

he extent permitted by the provisions of Sections 16.3, 16.4 o

6.5 hereof

i 16.3. Use and Possession on Lines Other Than Lessee's.
0 long as the Lessee shall not be in default under thils Agreement,
he Lessee shall be entitled to the possession of the Equipment and
o the use thereof by the Lessee or by any other corporation which
onstitutes one of the "National Railways" as that term is defined
n the Canadian National Railways Act, or upon lines of rallroads
ver which the Lessee or any such corporation has trackage or other
perating rights or over which equipment of the Lessee or any such
orporation 1s regularly operated pursuant to contract and also to
ermit the use of the Equipment upon connecting and other railroads
n the usual interchange of traffic and to permit the sub-letting
r lease temporarily or to permit the emergency use by other parties
f any Item of Equipment in the normal course of business, but only
pon and subject to all the terms and conditions of this Agreement.
o assignment, sublease or interchange entered into by the Lessee
ereunder shall relieve the Lessee of any liability or obligations
ereunder which shall be and remain those of a principal and not a
uretx '
|

5 16.4. Merger or Consolidation of Lessee. Nothing in this
ection 16 shall be deemed to restrict the right of Lessee to assign
r transfer its leasehold interest under this Agreement in the
uipment or possession of the Equipment to any corporation (which
shall have duly assumed the obligations hereunder of Lessee) into

or with which the Lessee shall have become merged or consolidated

(o) which shall have acquired the property of Lessee as an entirety
substantially as an entirety.

~19-

|
|
|
|
|




t
i
i
|
|
i
i
|
i
|

16.5. Sublease to National Railways. Ncthing in this
Section 16 shall be deemed to restrict the right of the Lessee to
sublease the Equipment to any corporation which constitutes one of
the "National Rallways" as that term 1s defined in the Canadlan
National Railways Act. No such sublease shall relieve the Lessee
of any liabillity or obligation hereunder which shall be and remain
bhoseyof a principal and not a surety.

!
SECTION 17. REPRESENTATIONS AND WARRANTIES.

, 17.1. The Lessor and the Agent each for itself represent
pnd warrant as follows:

! (a) On the delivery date for each Item of Equip-
‘ment the Lessor shall have such title thereto as 1t
received from the Lessee upon the purchase thereof prior
to rebullding.

' (b) Any sale, assignment, transfer, mortgage or
other disposition which the Lessor or the Agent may
make of this Agreement or any Item of Equlipment covered
thereby, whether prior or subsequent to execution and
delivery thereof, shall be made expressly subject to
the terms and provisions of this Agreement and all
Fights of the Lessee thereunder.

i (¢) Neither the Lessor nor the Agent have created
nor wlill they create any claim, lien or encumbrance
against any Item of Equlpment so as to interfere with
or impailr

|

i (1) the Lessee's possession and use of such

| Item of Equipment in accordance with the terms of

’ this Agreement; or
|
|
|
|
|

(11) the title to any Item of Equipment which
may be transferred or conveyed to the Lessee under
other provisions of thlis Agreement.

[ 17.2. The Lessee represents and warrants the truth and
ccuracy of the matters contained in paragraphs (a) through (f) of
ection 18.1 hereof.

ECTION 18. OPINIONS OF COUNSEL FOR LESSEE AND LESSOR.
|

' -18.1. Opinion of Counsel for Lessee. (Goncurrently with
he delivery and acceptance of the first ltem of Equipment hereunder,
he Lessee will deliver to the Lessor five counterparts of the
ritten opinion of counsel for the Lessee addressed to the Lessor,
the Agent and to the Secured Partles to the effect that: ?(

o
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! (a) The Lessee 1s a corporation legally incorporated
and validly existing, in good standing, under the laws of
Canada

| (b) The Lessee has the corporate or other power and
authority to own its property and carry on its business

as now being conducted and i1s duly qualified to do business
as a foreign corporation in all states in which such quali-
fication 1s necessary to carry out the terms of the Agree-
ment.

l

| (¢) This Agreement, the Reconstruction Agreement and
the Purchase Agreement referred to thereon have each been
duly authorized, executed and delivered by the Lessee and
constitute the valid, legal and binding agreements of the
Lessee enforceable in accordance with their respective terms
subJect to applicable bankruptcy, reorganization, insolvency
and moratorium laws from time to time 1n effect;

| (d) Once this Agreement is deposited in the office
of the Reglstrar-General of Canada and upon the giving of
notice of such deposit in the Canada Gazette in accordance
with Section 86 of the Rallway Act of Canada, no other
filing, recording or deposlting or notices in respect
thereof is necessary to protect the Lessor's title to the
Equipment in Canada;

|

i (e) No approval, consent or withholding of objection
lis required from any Canadian regulatory body wlth respect
to the entering into or performance of sald Purchase Agree-

ment, Reconstruction Agreement and this Agreement;

i (f) The execution and delivery by Lessee of said Pur-
ichase Agreement, Reconstruction Agreement and this Agree-
ment do not violate any provision of any law, any order
'of any court or Canadian governmental agency, the Act of
Incorporation or By-laws of the Lessee, or any indenture,
agreement, or other instrument to which Lessee 1s a party
'or by which it, or any of its property is bound, and will
|not be in conflict with, result in the breach of or con-
stitute (with due notice and/or lapse of time) a default
'under any indenture, agreement, or other instrument, or
.result in the creation or 1mposition of any lien, charge
or encumbrance of any nature whatsoever upon any of the
property or assets of Lessee, except as contemplated and
Epermitted hereby., and

: (g) As to any other matters which Lessor or any
Secured Party shall reasonably request.

! ~21~
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| 18.2. Opinion of Counsel for Lessor. Concurrently with
he delivery of the opinion of counsel for the Lessee as provided
n Section 18.1 hereof, the Lessor will deliver to the Lessee flve
ountérparts of the written opinion of General Counsel for the Agent
gnd special counsel for the Lessor, in scope and substance satis-
factory to the Lessee with respect to the matters set forth in (a),
b), (e¢) and (f) of such Section 18.1 as such matters may appropri-
1tely ipertain to the Lessor, the Agent or both of them.

n!..l.o-h
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»ECTIbN 19. INTEREST ON OVERDUE RENTALS AND AMOUNT: PAID BY LESSOR.

; Anything to the contrary herein contained notwilthstanding
any nonpayment of rentals due hereunder, or amounts expended by the
Lessor on behalf of the Lessee, shall result in the obligation on
the part of the Lessee to pay also an amount equal to 9% (or the
awful rate, whichever is less) of the overdue rentals and amounts
¢xpended for the period of time during which they are overdue or
¢xpended and not repaid. '

SECTION 20. OPTION TO PURCHASE.

20.1. Right of Lessee to Purchase. Provided that the
iessee is not in default Lessee shall have the right to purchase

211 or any portion of the Items of Equipment then lesased hereunder

at the expiration of the original or any renewal lease term at a
price' equal to the then "fair market value" (as defined). The Lessee
shall give the Lessor written notice 180 days prior to the end of

the original or any renewal lease term of its election to exercise
the purchase option provided for in this Section, which notice shall
designate the Items of Equipment (the "Purchased Equipment") in
espect of which the Lessee 1s exercising such purchase option.
Payment of the optlion price shall be made at the place of payment
specified in Section 2 hereof in United States funds there current
against delivery of a bill of sale transferring and assigning to the
Lessee all right, title and interest of the Lessor in and to the
Purchased Equipment and contalning a warranty against liens or claims
of persons claiming by, through or under the Lessor except liens and
¢laims which the Lessee assumed or is obligated to discharge under
the terms of the Agreement. The Lessor shall not be required to make
any representation or warranty as to the condition of the Purchased
:quipment or any other matters.

; 20.2. Falr Market Value. The "falr market value'" shall

be such amount as 1s mutually agreed upon by the Lessor and the Lessee;
-provided that 1f the Lessor and the Lessee are unable to agree upon

he fair market value of the Purchased Equipment within 30 days

after receipt by the Lessor of the notice of the Lessee's election

o exercise the purchase option, the fair market value shall be
letermined by an appralser selected by mutual agreement of the

Lessor and the Lessee. If the Lessor and the Lessee are not able

to agree upon an appraiser, or if the falr market value 1s not so

; -22-
|
|




determined within 90 days after receipt by the Lessor of the Lessee's
g¢lection to purchase, the same shall be determined by American
Appralsal Company. The falr merket value as finally determined

hall bear interest for the period, if any, from the date of expira-
ion of the origlnal or renewal lease term, as the case may be, to
he date of payment at the rate of 8% per annum.

20.3. Continuation of Certain Provisions. Notwlthstanding
y election of the Lessee to purchase, the provisions of Section 11
ereof shall continue in full force and effect until the date of
urchase and the passage of ownership of the Equipment purchased by
he Lessee upon the date of purchase unless the purchase price has
een agreed upon by the partlies pursuant to this Section 20, in which
vent such purchase price shall govern.

20.4. Right of Lessee to Renew. Provided that the Lessee
s not in default, the Lessee shall have the option to renew and
xtend thls Lease as to all, but not less than all, of the Equipment
hen leased hereunder (which option may be exercised concurrently
ith the exercise of the option to purchase provided for in Section
0.1 hereof, such renewal optlon exercise to be in respect of all
quipment which the Lessee does not elect to purchase) for two addi-
ional renewal terms of five years each upon and subjJect to the terms
d conditions herein contalned for the original term of this Lease
xcepting only that the Periodic Rent for each such renewal term,
hich shall be payable semiannually 1n arrears during each such tern,
hall be an amount equal to the '"fair rental value" (as defined) of
uch Equipment. Each such renewal term shall commence immediately
pon the expiration of the preceding term. The Lessee shall give
he Lessor written notice not less than 180 nor more than 270 days
rior to the end of the original term or the then current renewal
erm of 1ts election to exercise elther renewal option provided for
y this Section 20.4.

, 20.5. Fair Rental Value. The "fair rental value" shall
e an amount mutually agreed upon by the Lessor and the Lessee;
rovided that 1f the Lessor and the Lessee are unakile to agree upon
the falr rental value of the Equipment within 30 days after receipt
by the Lessor of the notlce of the Lessee's election to exercise
any renewal option, the fair rental value shall be determined by an
appralser selected by mutual agreement of the Lessor and the Lessee.
If the Lessor and the Lessee are not able to agree upon an appraiser,
or 1f the fair rental value 1is not so determined within 90 days after
recelpt by the Lessor of the Lessee's election to purchase, the same
shall be determined by American Apprailsal Company.

20.6. Return of Equipment. Unless the Lessee has given
the Lessor 180 days notice as required in connection with exercise
of either the foregoing option to purchase or renew, all the Equlp-
ment then leased hereunder shall be returned to the Lessor in accor-

dance with Sectlon 13 hereof.
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SECTION 21. LIMITATIONS ON LIABILITY OF THE LESSOR TO THE LESSEE.

It 1s expressly understood and agreed by and between the
Lessor, the Agent and the Lessee, anything herein to the contrary
otwithstanding, that each and all of the representations, covenants,
ndertakings and agreements herein made on the part of the Lessor,
hile;in form purporting to be the representations, covenants, under-
akings and agreements of Trust Company for USL, Inc., are neverthe-
ess each and every one of them made and intended not as personal
epresentations, covenants and undertakings and agreements of it

n its individual corporate capacity or for the purpose or with the
ntention of binding it in its individual corporate capacity, but

e made and intended for the purpose of binding only the Trust as
hat term is used in the Trust Agreement; such Trust is the Lessor
ereunder, and this Agreement is executed and delivered by Trust
ompany for USL, Inc., not in i1ts own right but solely in the

xerclse of the powers conferred upon 1t as such Trustee; and no
iability or responsibility in its individual corporate capacilty

s assumed by nor shall at any time be asserted or enforceable

gainst such corporation or the Agent, or any incorporator or any
ast, present or future subscriber to the capltal stock of, the
rustee or the Agent, on account of thls Agreement or on account

bf any representation, covenant, undertaklng or agreement of such
porporation or the Agent in this Agreement contained, elther expressed
br implied, all such individual corporate 1liabillity, if any, being
pxpressly walved and released by the Lessee herein and by all persons
tlaiming by, through or under the Lessee; excepting, however, that
the Lessee or any person claiming by, through or under it, making
rlaim' hereunder, may look to sald Trust for satisfaction of the same.

o ¥
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PART II

. Provisions Relating to Separate Mortgages and Assignments
nted by the Lessor to each Secured Party Under Section 16.1. The
visions of the following Sections 22 through 26 are intended for

benefit and apply to, each Secured Party severally and separately
respect of the separate mortgages and assignments to such Secured
ty provided for in Section 16.1, and unless the context shall
erwise require the terms "Loan Agreement" and "Notes," where
d in said Sections, shall mean only the separate Loan Agreement
ered into with such Secured Party and the Notes issued there-
er, the terms "Equipment" and "Items of Equipment" or "rents™
cluding "Periodic Rental" and "Present Value of Rents") or "mort-
ed property" shall mean only the Equipment and Items of Equip-
t orisuch rents or mortgaged property which are the subject of

separate mortgage and assignment to such Secured Party, and all
hts and. remedies of such Secured Party provided for in Section
may be separately enforced against the Lessor and the mortgaged
bperty granted to such Secured Party.

JTIONégg. COVENANTS AND WARRANTIES OF THE LESSOR.

' The Lessor covenants, warrants and agrees with and for
2 beneflt of each Secured Party, respectively, but not with or
I the benefit of the Lessee, as follows:

¢ 22.1. Lessor's Duties. The Lessor covenants and agrees

1] and truly to perform, abide by and to be governed and restricted
each: and all of the terms, provisions, restrictions, covenants

i agreements set forth in the Loan Agreements, and in each and every
pplement thereto or amendment thereof which may at any time or

bm time to time be executed and delivered by the parties thereto
thelr successor and assigns, to the same extent as though each

1 all of sald terms, provisions, restrlictions, covenants and agree-
hts were fully set out herein and as though any amendment or supple-
nt to the Loan Agreements were fully set out in an amendment or
pplement to this Mortgage.

22.2. Warranty of Title. The Lessor has the right, power
d authority under the Trust Agreement to grant a security interest
the Collateral to the Secured Party for the uses and purposes set
rth in Section 16.1 hereof; and the Lessor will warrant and defend
e title to the Collateral against all claims and demands of persons

biming by, through or under the Lessor (excepting only the right,
tle and interest of the Lessee under the Lease and of persons
himing by, through or under the Lessee). ?(
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, 22.3. Further Assurances. The Lessor will, at its own
expense, do, execute, acknowledge and deliver all and every further
bets, deeds, conveyances, transfers and assurances necessary oOr proper
for the perfection of the securlty interest belng herein provided

for in the Collateral, whether now owned or hereafter acquired.

22 4, After-acquired Property. Any and all property
Hescribed or referred to in the granting clauses hereof which is
herelnafter acquired shall ipso facto, and without any further con-
veyance, asslgnment or act on the part of the Lessor or any Secured
garty become and be, subject to the security lnterest herein granted
s fully and completely as though specifically described herein, but
hothing in this Section 22.4 contained shall be deemed to modify or
change the obligation of the Lessor under Sectlon 22.3 hereof.

22.5. Recordation and Filing. The Lessor will cause this
Agreement and all supplements hereto and all flnancing and continua-
tion statements and similar notices required by applicable law, at
all times to be kept, recorded and filed at its own expense in such
manner and in such places as may be required by law in order fully
to preserve and protect the rights of the Secured Fartles hereunder,
and will at its own expense furnish to the Secured Parties promptly
pfter the execution and delivery of thls Agreement an opinion of
counsel stating that in the opinion of such counsel this Agreement
por such supplement, as the case may be, has been properly recorded
pr flled for record so as to make effective of record the security
interest intended to be created hereby.

: 22.6. Modifications of the Sections 1 through 20. The
Lessor will not:

! (a) declare a default or exercise the remedies of the
Lessor under Section 14 hereof, or terminate, modify or accept a
surrender of, or offer or agree to any termination, modification,
surrender or termination of, Sections 1 through 20 of this Agreement
(except as otherwise expressly provided herein) or by affirmative
Ect consent to the creation or existence of any securlty interest

or other llen to secure the payment of indebtedness upon the lease-
hold estate created by the Lease or any part thereof; or

(b) recelve or collect or permit the receipt or collection
of any rental payment under Section 2 or Section 11 hereof prior

to the date for payment thereof provided for by the Lease or assign,
transfer or hypothecate (other than to the Secured Party hereunder)
any such rent payment then due or to accrue in the future except

that 'this restriction shall not apply to that portion of the first
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through and including the sixth installments of Periodic Rent

fqr an Item of Equipment equal to 2.175% of the cost of such Item

of Equipment and that portion of the seventh installment of Periodic
Rent for an Item of Equipment equal to 1.2191% of the cost of such
Igem of Equipment; provided that in the event notice shall be given
t¢ Lessee pursuant to Section 27.4 hereof and the Alternate Schedules
shall accordingly be in effect, thls restriction shall thereafter
apply to an increased portion of the first through and including

the sixth installments of Periodic Rent provided above equal to
21225% of the cost of such Item, and to an increased portion of

the seventh installment equal to 1.2691% of the cost of such Item.

d shall likewilse not apply to that portion of the remaining install-
nts of Periodic Rent equal to 0.050% of the cost of such Item; or

: (c) sell, mortgage, transfer, assign or hypothecate

ther than to the Secured Party hereunder) its interest in the

uipment or any part thereof or in any amount to be receilved by
from the use or disposition of the Equlpment.

e~

| 22.7. Power of Attorney in respect of the Lease. Lessor

es hereby 1rrevocably “constitute and appoint the Secured Party,
8 true and lawful attorney with full power of substlitution for

and in its name, place and stead, to ask, demand, collect, receive,
celpt for, sue for, compound and give acquittance for any and all
nts, income and other sums which are assigned under Division II of
ction 16.1 hereof to the Secured Party with full power to settle,
Just. or compromise any claim thereunder as fully as the Lessor
uld itself do, and to endorse the name of the Lessor on all commer-
al paper given in payment or in part payment thereof, and in its
scretion to file any claim or take any other acticn or proceedings,
ther in its own name or in the name of the Lessor or otherwilse,
ich the Secured Party may deem necessary or appropriate to protect
d preserve the right, title and interest of the Secured Party in
d to such rents and other sums and the securlty 1intended to be
forded hereby.

2000 MUNKYK EEQ

CTION 23. RELEASE OF PROPERTY.

23.1. Release Upon Casualty,or Purchase. So long as no
efault referred to in Section 1§ hereof has occurred and is contin-
uing, the Secured Party shall execute a release in respect of any
Item of Equipment designated by the Lessee for settlement pursuant
tlo Section 11 hereof upon receipt of: (1) written notice from the
Lessee designating the Item of Equipment 1n respect of which the
Lease willl terminate and (11) settlement by the Lessee for such Item
qf Equipment in compliance with Section 11.
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- 23.2. Release of Security Interest. The Secured Party
shall release the Mortgage and the lien granted by Section 16.1
hereof and all of their rights hereunder by proper instrument or
instruments upon presentation of satlisfactory evidence that all
indebtedness secured hereby has been fully paid or discharged.

SECTION 24, APPLICATION OF ASSIGNED RENTALS AND CERTAIN OTHER

A e ———————————" _ et et sttt artnth

MONEYS RECEIVED BY THE SECURED PARTY.

, 24,1, Application of Rents. As more fully set forth in
Divislion II of Section 16.1 hereof the Lessor has hereby granted

to the Secured Party a security interest in rents, issues, profits,
income, and other sums due and to become due from the Lessee under
this Agreement in respect of the Equipment as securlity for the Notes.
So long as no event of default as defined 1n Section 25 hereof has
occurred and 1s continuing:

(a) The amounts from time to time received by the
Secured Party which constitute payment of the Ilnstallments
'of Periodlc Rent under the Lease shall be applied first,
to the payment of the lnstallments of principal and interest
on the Notes which have matured or will mature on or before
the due date of the installments of Periodic Rent which
are receilved by the Secured Party, and then the balance,
if any, of such amounts shall be paid to or upon the order
of the Lessor within 30 days of the receipt thereof; and

(b) The amounts from time to time received by the
Secured Party which constitute settlement by the Lessee of
the "Casualty Value" for any Item of Equipment. pursuant to
Section 11 hereof shall be paid and applied on the Notes,
all to such manner and in such amounts so that after giving
effect to such application and the release of the Item of
Equipment from this Agreement:

(1) The aggregate principal amount remaining
unpald on the Notes does not exceed the "Present Value
of Rents" as herelnafter defined in respect of all
other Equipment which then remains subject to this
Agreement; and

(11) Each of the remaining installments of the
Notes shall be reduced in the proportion that the
principal amount of the prepayment bears to the
unpald principal amount of the Notes immediately

prior to the prepayment. . J*ﬂ%?
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- Any amounts in excess of the "Present Value cf Rents" as

. herelnafter defined in respect of any Item of Equipment for
which settlement is made by the Lessee pursuant to Section 11
“hereof shall be released to or upon the order of the Lessor.

24.2. Multiple Notes. If more than one Note 1is outstand-
ing at the time any application is made pursuant to Section 24.1,

the application shall be made on all outstanding Notes ratably 1n
accordance with the principal amount remaining unpaid thereon and

on the installments of each Note, respectively, in the manner provided
for by paragraphs (a) and (b) of ’Section 23.1.

24,3, Present Value of Rent. The term "Present Value

of Rents" for any Item of Equlpment shall mean as of any date 2n
amount equal to the aggregate Periodic Rent in respect of such Item
(after deducting from the first six installments thereof an amount
equal to 2.175% of the total cost of such Item and from the seventh
installment thereof an amount equal to 1.2191% of the total cost

of such Item; provided that in the event notice shall be given to
Lessee pursuant to Section 27.4 hereof and the Alternate Schedules
shall accordingly be in effect, the amount thereaffer to be deducted
from said first six installments shall be increased to an amount
equal to 2.225% of the total cost of such Item, the amount there-
after to be deducted from sald seventh installment shall be increased
to an amount equal to 1.2691% of the cost of such Item, and an
_lamount shall be deducted from each of the remaining installments,
which amount shall be equal to 0.050% of the total cost of such

Item) reserved for the balance of the term originally provided for

in the Lease and remalning unpald as of the close of business on

such date, discounted on the basis of an 8% per annum interest factor
compounded semi-annually to the respective dates on which the Periodic
Rent 1s payable, with all such discounts to be computed on the basis
of a 360-day year of 12 30-day months.

24 .4, Default. If an event of default referred to in
Bection 25 hereof has occurred and 1is continuing, all amounts received
by the Secured Party pursuant to Section 16.1 herecf shall be applied
n the manner provided for in Section 24 hereof in respect of proceeds
Fnd avalls of the Collateral.

SECTION 25. DEFAULTS AND OTHER PROVISIONS.

25.1. Events of Default The term "event of default® for
11 purposes of this Part II and the enforcement of the Secured Party
of rights and remedies against the Lessor shall mean one or more of

the following: 2
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: (a) Default in payment of an installment of the
- principal of, or interest on, any Note when and as the
' same shall become due and payable, whether at the due

"date thereof or at the date fixed for prepayment or by
' acceleration or otherwise, and any such default shall

~continue unremedied for 10 calendar days; or

| (b) Any "event of default" as set forth in Section
‘14 hereof; or _

(c) Default on the part of the Lessor or the Agent
in the due observance or performance of any covenant or
agreement to be observed or performed by either the
‘Lessor or sald Agent under this Mortgage or the Loan
‘Agreement, and such default shall continue unremedied
.for 30 calendar days; or »

(d) Any representation or warranty made herein or
in the Loan Agreement or in any report, certificate,
financial or other statement furnished in connection
with thls Agreement or the Loan Agreement, or the trans-
actions contemplated thereby shall prove to be false or
misleading in any material respect, or

: (e) Any claim, lien or charge (other than the
rights and interests of the Lessee and liens, charges

and encumbrances which the Lessee 1s obligated to dis-
charge under Section 9 hereof) shall be asserted against
or levied or imposed upon the Equipment which 1s prior

to or on a parity with the lien of the Secured Party
under this Agreement, and such claim, lien or charge
shall not be discharged or removed within 30 calendar
days after written notice from the Secured Party or the
holder of any Note to the Lessor and the Lessee demanding
the discharge or removal thereof.

25.2. Secured Party s Rights. The Lessor agrees that

hen any "event of default™ as defined in Section 25.1 hereof has
ceurred and is continuing, but subject always to Section 26 hereof,
he Secured Party shall have the rights, options, duties and remedies
f a secured party, and the Lessor shall have the rights and duties

f a debtor, under the Uniform Commerclal Code (regardless of whether
uch Code or a law similar thereto has been enacted in a Jjurisdiction
herein the rights or remedles are asserted) and without limiting

he foregoling the Secured Party may exercise any one or more or all,
nd in any order, of the remedies hereinafter set forth, it belng
xpressly understood that no remedy herein conferred is intended
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to be exclusive of any other remedy or remedies; but each and every
remedy shall be cumulative and shall be in addition to every other
remedy given herein or now or hereafter existing at law or in equity
or by statute.

(a) The Secured Party may, by notice in writing to
the Lessor declare the entire unpaid balance of the Notes
'to be immediately due and payable; and thereupon all such
‘unpald balance, together with all accrued interest thereon,
‘shall be and become immediately due and payable;

(b) Subject always to the then existing rights, if
any, of the Lessee under thils Agreement, the 3ecured Party
personally or by agents or attorneys, shall have the
right (subject to compliance with any applicable mandatory
legal requirements) to take immediate possession of the
‘Collateral, or any portion thereof, and for that purpose
‘may pursue the same wherever it may be found, and may
enter any of the premises of the Lessor, with or without
notice, demand, process of law or legal procedure, and
search for, take possession of, remove, keep and store
the same, or use and operate or lease the same until sold;

: (¢) Subject always to the then existing rights, if
any, of the Lessee under this Agreement, the Secured Party
may, if at the time such action may be lawful and always
subjJect to compliance with any mandatory legal requirements,
either with or without taking possession and either before
or after taking possession, and without instituting any
legal proceedings whatsoever, and having first given notlce
of such sale by registered mail to the Lessor once at least
ten days prior to the date of such sale, and any other
notice which may be required by law, sell and dispose of
the Collateral, or any part thereof, at public auction to
the highest bidder, in one lot as an entirety or 1n separate
lots, and either for cash or on credit and on such terms as
the Secured Party may determine, and at any place (whether
or not it be the locatlion of the Collateral or any part
thereof) designated in the notice above referred to. Any
such sale or sales may be adjourned from time to time by
announcement at the time and place appointed for such sale
or sales, or for any such adjourned sale or sales, without
further published notice, and the Secured Party or the
holder or holders of the Notes, or of any interest therein,
may bid and become the purchaser at any such sale;
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(d) The Secured Party may proceed to protect and
"enforce this Security Agreement and said Notes by suit or
.8ults or proceedings 1in equity, at law or in bankruptcy,
.and whether for the specific performance of any covenant
or agreement herein contained or in execution or aid of
‘any power herein granted; or for foreclosure hereunder, or
for the appointment of a recelver or recelvers for the
mortgaged property or any part thereof, or, subject to
.the provisions of Section 26 hereof, for the recovery of
Judgment for the indebtedness hereby secured or for the
‘enforcement of any other proper legal or equiftable remedy
-avallable under applicable law;

(e) Subject always to the then existing rights, if
any, of the Lessee hereunder, the Secured Party may proceed
to exercise all rights, privileges and remedies of the
Lessor under Sections 1 through 20 of this Agreement, and
may exercilse all such rights and remedies either in the name
of the Secured Party or in the name of the Lessor for the
use and benefit of the Secured Party.

25.3. Acceleration Clause. In case of any sale of the
Collateral, or of any part thereof, pursuant to any judgment or decree
of any court or otherwise in connection with the enforcement of any
of the terms of this Mortgage, the principal of the Notes, if not
previously due, and the interest accrued thereon, shall at once
become and be Ilnmediately due and payable; also in the case of any
Euch sale, the purchaser or purchasers, for the purpose of making
ettlement for or payment of the purchase price, shall be entitled
Lo turn in and use the Note and any claims for interest matured and
hnpald thereon, in order that there may be credited as paid on the
purchase price the sum apportionable and applicable to the Notes
including principal and interest thereof out of the net proceeds

Of such sale after allowing for the proportion of the total purchase
price required to be paid in actual cash.

- 25.4, Waiver by Lessor. The Lessor covenants that it
111 not at any time insist upon or plead, or in any manner what-
ver claim or take any benefit or advantage of, any stay or extension
aw now or at any time hereafter in force, nor claim, take, nor
nsist upon any benefit or advantage of or from any law now or here-
fter in force providing for the valuation or appraisement of the
bollateral or any part thereof, prior to any sale or sales thereof
%o be made pursuant to any provision herein contained, or to the
lecree, judgment or order of any court of competent Jjurisdictilon;
jor, after such sale or sales, claim or exercise any right under any

M
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statute now or hereafter made or enacted by any state or otherwise
to redeem the property so sold or any part thereof, and hereby
expressly walves for itself and on behalf of each and every person,
except decree or judgment creditors of the Lessor acquiring any
interest in or title to the Collateral or any part thereof subsequent
to the date of this Agreement, all benefit and advantage of any such
law or laws, and covenants that it will not invoke or utilize any
such law or laws or otherwlse hinder, delay or impede the execution
of any power hereln granted and delegated to the Secured Party, but
will suffer and permit the execution of every such power as though
no such power, law or laws had been made or enacted.

: 25.5. Effect of Sale. Any sale, whether under any power
of sale hereby given or by virtue of Judicial proceedings, shall
operate to divest all right, title, interest, claim and demand whatso-
ever, elther at law or in equity, of the Debtor in and to the property
sold shall be a perpetual bar, both at law and in equity, agalnst

the Debtor, 1ts successors and assigns, and against any and all persons
claiming the property sold or any part thereof under, by or through
the Lessor, its successors or assigns (subject, however, to the then
existing rights, if any, of the Lessee under the Lease).

25.6, Application of Sale Proceeds. The purchase money
proceeds and/or avalils of any sale of the Collatersl, or any part
thereof, and the proceeds and the avails of any remedy under this
Section 25 shall be pald to and applied as follows:

(a) To the payment of costs and expenses of fore-
closure or suit, 1f any, and of such sale, and of all
proper expenses, liability and advances, including legal
expenses and attorneys' fees, incurred or made hereunder
by the Secured Party, or the holder or holders of the Note,
and of all taxes, assessments or liens superior to the
lien of these presents, except any taxes, assessments or
other superior lien subject to which said sale may have
been ‘made;

K (b) To the payment to the holder or holders of the
Notes of the amount then owing or unpaid on the Notes for
principal and interest;

(¢c) To the payment of the surplus, if any, to the

Lessor, its successors and assigns, or to whomsoever may
be lawfully entitled to recelve the same.
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: 25.7. Discontinuance of Remedies. In case the Secured
Party shall have proceeded to enforce any right under this Security
Agreement by foreclosure, sale, entry or otherwise, and such proceed-
ings. shall have been discontinued or abandoned for any reason or
shall have been determined adversely, then and in every such case

the Lessor, the Secured Party and the holders of the Notes shall

be restored to their former positions and rights hereunder with

respect to the property subject to the security interest created
under this Agreement.

25.8. Cumulative Remedles. No delay or omission of the
Secured Party or of the holder of any Note to exercise any right

or power arising from any default on the part of the Lessor, shall
exhaust or impalr any such right or power or prevent its exerclse
during the continuance of such default. No walver by the Secured
Party, or the holder of any Note of any such default, whether such
waiver be full or partial, shall extend to or be taken to affect

any subsequent default, or to impair the rights resulting therefrom
except as may be otherwise provided herein. No remedy hereunder 1is
intended to be exclusive of any other remedy but each and every
remedy shall be cumulative and in addition to any and every other
remedy given hereunder or otherwlse exlsting; nor shall the giving,
taklrig or enforcement of any other or additional security, collateral
or guaranty for the payment of the indebtedness secured under this
Agreement operate to prejudice, waive or affect the security of this
Agreement or any rights, powers or remedies hereunder, nor shall

the Secured Party or holder of any of the Notes be required to first
look to, enforce or exhaust such other or additional security,
collateral or guaranties.

SECTION 26. LIMITATIONS ON LIABILITY OF LESSOR, AGENT AND TRUSTOR
' TO THE SECURED PARTY.

Anything in this Agreement, the Loan Agreement, the Notes,
any certificate, opinion or document of any nature whatsoever to

the contrary notwlithstanding, neither the Secured Party, the holder
pf any Note, nor the successors or assigns of any of sald persons,
hall have any claim, remedy or right to proceed (in law or in equity)
gainst the Lessor in 1its individual corporate capacity or against

the Trustor, or the Agent or any 1incorporator or any past, present

pr future subscriber to the capital stock of, or stockholder, officer
br director of the Lessor, the Trustor or the Agent, for the payment
pf any deficiency or any other sum owing on account of the indebted-
hess evidenced by the Notes or for the payment of any liability
resulting from the breach of any representatlon, agreement or warranty
bf' any nature whatsoever, from any source other than the Collateral,
including the sums due and to become due under this Agreement and
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the Secured Party, by 1its execution of thls Agreement and the holders
of the Notes by acceptance thereof waive and release any llability

of the Lessor in its individual corporate capacity, the Trustor and
the Agent, and any incorporator or any past, present or future sub-
scriber to the capital stock, or stockholder, officer or director

of the Lessor, the Trustor and the Agent for and on account of such
indebtedness or such liability and the Secured Party and the holders
of the Notes agree to look solely to the Collateral, including the
sums due and to become due under this Agreement, for the payment

of sald indebtedness or the satisfaction of such 1liability; provided,
however, nothing herein contained shall limit, restrict or impair
the rights of the Secured Party to accelerate the maturity of the
Notes upon a default thereunder; to bring suit and obtain a Judgment
against the Lessor on the Notes (provided that neither the Lessor

in its individual corporate capacity nor the Trustor nor the Agent,
nor any l1lncorporator or any past, present or future subscriber to
the capltal stock, or stockholder, officer or director of the

Lessor, the Trustor and the Agent, shall have any personal liability
on any such judgment and the satisfaction thereof shall be limited
to the Collateral, including the sums due and to b@come due under
this Agreement, including any interest therein of the Lessor, the
Trustor and the Agent) or to foreclose the lien of this Agreement

or otherwise realize upon the Collateral, including the sums due

or to become due under thls Agreement, including the right to proceed
against the Lessee under this Agreement.
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PART III

Miscellaneous Provisions Relating to Notices, Governing
Law, and Other Matters.

SECTION 27. MISCELLANEOUS.

27.1. Successors and Assigns. Whenever any of the parties
hereto 1s referred to, such reference shall be deemed to include the
heirs, executors, administrators, successors and assigns of such
party, and all the covenants, premises and agreemeints in this Agree-
ment contalned by or on behalf of any of the parties thereto, shall
bind and inure to the beneflt of the respective helrs, executors,
administrators, successors and assigns of such party whether so
expressed or not. '

27.2. Partlal Invalidity. The unenforceability or
invalldity of any provision or provisions of this Agreement shall
not render any other provision or provislons herein contained
unenforceable or lnvalid; provided that nothing contailned in this
Section 27.2 shall be construed to be derogation off any rights or
immunities of the Lessor in its flduciary capacity or in 1its indi-
vidual capacity or the Trustor of the Agent under Section 26 hereof,
or to amend or modify any limitations or restrictions of the Secured
Party or the holder of any Note or thelr respective successors or
assigns under said Section 26.

27.3. Notices. All communlications provided for hereln
ghall be in writing and shall be deemed to have been given (unless
ptherwise required by the specific provisions herecf in respect of
hny matter) when delivered personally or when deposited in the
Canadian certified malls or in the United States mall, registered,
postage prepald, addressed as follows:

If to the Lessor or to
the Agent: Unlited States Leasing International,
Inc.
633 Battery Street
San Francisco, California 94111
Attention: Vice President, Lease
Underwriting Group
and to
Trust Company for USL, Inc.
(C.N. Trust No. 6)
P. 0. Box 66011
Oakbrook, Illinois 60521
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If to the Lessee: Canadian National Railway Company
935 Lagauchetiere Street West
Montreal, Canada
Attentlon: Treasurer

,If to a Secured Party: At the address thereof contained in

the Designation of Lenders attached
hereto

or addressed to either party at such other address as such party
shall hereafter furnish to the other party in writing. A copy of
any notice required or permitted to be given to the Lessor shall
also be furnished in the same manner as above, addressed to the
Agent at the above address and to the Trustor as follows:

Birmingham Trust National Bank
112-118 North 20th Street
Birmingham, Alabama 35288
Attention: Mr. Ralph Cook

If any subsequent holder of any Note shall have presented
the same to the Lessor for inspection accompanied by a written
designation of the address to which notice in respect of such Note
is to be given, then wherever herein it 1s provided that notice
shall be given to the holder or holders of the Notes, the notice
shall be addressed to such holder at the address s¢ given but unless
and untll such subsequent holder or holders shall so present a Note
to the Lessor and designate the address, all commuriications herein
rovided to be made or glven to the holder or holders of the Notes
hall be sufficliently given 1f addressed to the Secured Party to
hom such Notes were originally delivered at its address above
iven.

27.4. Amendment and Substitution of Schedules. Attached
ereto are coples of Schedules A-I, B-I, C-I and E-I1 (the "Original
chedules") and Schedules A-II, B-II, C~II and E-II (the "Alternate
chedules"). From and after the date of execution hereof, references
erein to Schedules A, B, C and E, respectively, shall mean Schedule
-I, B~I, C-I and E-I, respectively, and the Periodic Rent and the
asualty Value shall be determined as set forth in said Original
chedules; provided, however, in the event that the Lessor or the
gent shall notify the Lessee (a copy of which notice shall be fur-

nished to each Secured Party) that the Trustor is not entitled in
determining its Federal income tax liablility to take a deduction
1n respect of the depreclation of each Item of Equlpment over a

14 year Asset Guideline Period, using Asset Guideline Class 40.1,

M




but such deduction must be taken over a 15 year Asset Guideline
Period using Asset Guideline Class 00.25 under Section 167(m) of

the Internal Revenue Code of 1954, as amended, and under the Regula- .
tions to be promulgated thereunder and under Rev. Froc. 72-10,

then from and after the giving of such notice, all references herein
to Schedules A, B, C and E, respectively, shall mean Schedule A-II,
B-II, C-II and E-II, respectively, and the Periodic Rent and the
Casualty Value shall be determined as set forth 1n sald Alternate
Schedules. In the event such notice, resulting in an increase in
Periodic Rent, shall be given following the payment of one or more
installments of Periodic Rent pursuant to the Original Schedules,
then the aggregate increase provided in the Alternate Schedules

for all such previously paid installments of Periodic Rent shall

pe paid on the next following Perlodic Rent payment date 1n addi-
tion to the installment of Periodic Rent then due.

27.5. Execution in Counterparts. This Agreement may be
=xecuted acknowledged and delivered in any number of counterparts,:
pach of such counterparts constituting an original but all together
bnly one Agreement.

27.6. Governing Law. This Agreement shall be construed
hnd enforced in accordance with and governed by the laws of the State
bf Illinois; provided, however, that the parties shall be entitled

co all rights conferred by any applicable statute, rule or regulation
bf the Dominion of Canada or the United States of America.
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~{VORP0RATE SEAL) By _E__]£§n¢§Zéh¢pﬁaxdﬁz
Its _—— President

Atte t:

IN WITNESS WHEREOF, the parties hereto have caused this
greement to be executed by their respective officers thereunder
july authorized and their corporate seals to be heresto affixed as

f the day and year first above written.

" TRUST COMPANY FOR USL, INC,
As Trustee under C.N. ’rrust No. 6

LESSOR

-@aai;_ SecTetary

Attest* 5
N N /

o | CANADIAN NATIONAL RATILWAY COMPANY

ORM
By m
S ce res er.

, "!
(CORPORATE SEAL)

AEsistant cretary

I
UNITED STAFES LEASING INTERNATIONAL,

5 .
'

(PORPORATE SEAL)

Autest A X .

— gecretary Unrod
' URERED AL LIFE I]%S

By
Its

Z&a@man«zaax.,457a@<f

! I 8 5/0

| /zwmu??/,%. et
! UNERED—MUTFHAT, LIFE INSURANCE COMPANY

v td [l




DESIGNATION OF LENDERS

Union Mutual Life Insurance Company
2211 Congress Street
Portland, Maine 04112

Union Mutual Life Insurance Company of America
2211 Congress Street
Portland, Maine 04112

Union Mutual Life Insurance Company of New York
2211 Congress Street

Portland, Maine 04112
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EQUIPMENT DESCRIPTION

REBUiLDER: Canadian Nétional Railways

DESCRIPTION OF EQUIPMENT: 97 Rebuilt flat cars for use in

! ing numbers CN /Z:?'ooo through
. CN_€f7096 , both 1nclusive.

PRICE: U.S. $12,466.00 per unit

TOTA# PRICE: U.S. $1,209,202.00 for all 97 units

DELIVER TO: Canadian National Ralilway Company,
: as deslignated by the Railroad

OUTSIDE DELIVERY DATE: June 30, 1973

PERIdDIC RENT PAYMENTS: Thirty (30) semi-annual payments,

each in arrears at U.S. $680.02 per
unit or an aggregate of U.S.
$65,961.94 for all 97 units.

All above U.S. dollar figures are based on an assumed
conversion exchange of U.S. $1 equal to Can., $1.00. In the event
the final price of any car covered by thils schedule is

greater or less than the amount shown above in U.S. Dollars, the
Periodic Rent for such Item shall be proportionately increased or
jdecreased, provided that the final price for each item must not
exceed $12,840.25 in United States Dollars.

LESSEE: Canadian National Railway - Trust #6
RUSTOR: Birmingham Trust National Bank
LENDER: Union Mutual Life Insurance Company

| SCHEDULE A-I
{14~year Guideline Basis - 30 S-A at 5.455%)

plggy back service, bearing ldentify-




EQUIPMENT DESCRIPTION

RﬁBUILDER: - Canadlan National Rallways

DESCRIPTION OF EQUIPMENT: 97 Rebuilt flat cars for use in
| plggy back service, bearing identify-
1 ' ing numbers CN_ €f7oc00 through

CN__6£20%¢( _ , both inclusive.

PRICE: U.S. $12,466.00 per unit
TQTAL PRICE: U.S. $1,209,202.00 for all 97 units
DELIVEé TO: Canadian National Rallway Company,

i as designated by the Railroad
OUTSIDE DELIVERY DATE: June 30, 1973
PHRIODIC RENT PAYMENTS: Thirty (30) semi-annual payments,

each in arrears at U.S. $686.25 per
unit or an aggregate of U.S.
$66,566.25 for all 97 units.

All above U.S. dollar figures are based on an assumed
conversion exchange of U.S. $1 edqual to Can. $1.00. In the event
the final price of any car covered by this schedule 1is

greater or less than the amount shown above in U.S. Dollars, the
Pepriodic Rent for such Item shall be proportionately increased or
decreased, provided that the final price for each 1tem must not
exiceed $12,840.25 in United States Dollars.

LEBSEE: Canadian National Railway -~ Trust #6
TRUSTOR: Birmingham Trust National Bank
LENDER:! Union Mutual Life Insurance Company

SCHEDULE A-II
(1p-year Guideline Basis -~ 30 S-A at 5.505%)
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EQUIPMENT DESCRIPTION

BUILDER: ' Canadian National Railways

SCRIPTION OF EQUIPMENT: 15 Rebullt flat cars for use in

ing numbers CN 4fF¢97 through
CN 4f72/// , both Inclusive.

P%ICE:; U.S. $12,466.00 per unit

TQTAL PRICE: - U.S. $186,990.00 for all 15 units

DELIVEﬁ TO: Canadlian National Rallway Company,
f as designated by the Rallroad

OLTSIDé DELIVERY DATE: June 30, 1973

PHRIODIC RENT PAYMENTS: Thirty (30) semi-annual payments,

24
Pe

de

LE

(1

each in arrears at U.S. $680.02
‘ per unit or an aggregate of U.S.
! $10,200.30 for all 15 units.

All above U.S. dollar figures are based on an assumed

final price of any car covered by this schedule is
ater or less than the amount shown above in U.S. Dollars, the
riodic Rent for such Item shall be proportionately increased or
creased, provided that the final price for each item must not

CEFversion exchange of U.S. $1 equal to Can. $1.00. In the event
t
e

exceed $12,840.25 in United States Dollars.

!

LESSEE:' Canadian National Railway - Trust #6
TRI

STOR: Birmingham Trust National Bank
DER: Union Mutual Life Insurance Company of America

SCHEDULE B-I
+—yeaf Guldeline Basis - 30 S-A at 5.455%)

piggyback service, bearing identify-




EQUIPMENT DESCRIPTION

REBUILDER: Canadian National Railways

DESCRIPTION OF EQUIPMENT: 15 Rebuilt flat cars for use in
i piggyback service, bearing identify-
ing numbers CN 6430 7  through
CN_4L&£€3/// , toth inclusive.

PRICﬁ: U.S. $12,466.00 per unit

TOTAL PRICE: U.S. $186,990.00 for all 15 units

DELIVER TO: Canadian National Ralilway Company,
' as designated by the Railroad

OUTS#DE DELIVERY DATE: June 30, 1973

PERIODIC RENT PAYMENTS: Thirty (30) semi-annual payments,

each in arrears at U.S. $686.25
per unit or an aggregate of U.S.
$10,293.75 for all 15 units.

! All above U.S. dollar figures are based on an assumed
conversion exchange of U.S. $1 equal to Can. $1.00. In the event
the final price of any car covered by this schedule is

greater or less than the amount shown above in U.S., Dollars, the
Periodic Rent for such Item shall be proportilonately increased or
decreased, provided that the final price for each item must not
exceed $12,840.25 in United States Dollars.

i
LESSEE: Canadian National Railway - Trust #6
TRUSTOR: Birmingham Trust National Bank
LENDER: Union Mutual Life Insurance Company of America

SCHEDULE B-II
(15-year Guideline Basis - 30 S-A at 5.505%)
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EQUIPMENT DESCRIPTION

REBUILDER: - Canadlian National Rallways

DESCﬁIPTION OF EQUIPMENT: 10 Rebullt flat cars for use in
‘ piggyback service, bearing identify-
! ing numbers CN £f3//2 through

| CN 87,2/ , both inclusive.
PRICE: | ‘ U.S. $12,466.00 per unit
TOTAL PRICE: U.S. $124,660.00 for all 10 units
DELIVER TO: Canadian National Rallway Company,
: as designated by the Railroad
OUTSIDE DELIVERY DATE: June 30, 1973.
PERIODIC RENT PAYMENTS: Thirty (30) semi-annual payments,

each in arrears at U.S. $680.02
per unit or an aggregate of U.S.
$6,800.20 for all 10 units.

All above U.S. dollar figures are based on an assumed
conversion exchange of U.S. $1 equal to Can. $1.00. In the event
the final price of any cars covered by this schedule is

breater or less than the amount shown above in U.S. Dollars, the
Periodic Rent for such Item shall be proportionately increased or
lecreased, provided that the final price for each item must not
éxceed $12,840.25 in United States Dollars.

LESSEE: Canadian National Railway ~ Trust #6
'RUSTOR: Birmingham Trust National Bank
LENDER: Unlon Mutual Life Insurance Company of New York

F¥n |

SCHEDULE C-I
(14 year Guideline Basis - 30S-A at 5.455%)
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EQUIPMENT DESCRIPTION

REBUILDER: Canadian National Raillways

DESCRIPTION OF EQUIPMENT: 10 Rebuilt flat cars for use in

plggyback serviz; _bearing identify-
ing numbers CN £7//2 through
' CN_££3/23/ , both inclusive.

PRICE: U.S. $12,466.00 per unit

TOTAﬁ PRICE: U.S. $124,660.00 for all 10 units

DELIVER TO: Canadlan National Railway Company,
! as designated by the Rallroad

OUTSIDE DELIVERY DATE: June 30, 1973

PERIObIC RENT PAYMENTS: Thirty (30) semi-arnual payments,

each in arrears at U.S. $686.25
per unlt or an aggregate of U.S.
$6,862.50 for all 10 units.

All above U.S. dollar figures are based on an assumed

ronversion exchange of U.S. $1 equal to Can. $1.00. In the event

he f;nal price of any car covered by this schedule is

reater or less than the amount shown above in U.S. Dollars, the
eriodic Rent for such Item shall be proportionately increased or
ecreased, provided that the final price for each item must not
xceed $12,840.25 in United States Dollars.

ESSEE : Canadian National Rallway ~ Trust #6
RUSTOR: Birmingham Trust National Bank
ENDER: Union Mutual Life Insurance Company of New York

SCHEDULE C-II
15 year Guideline Basis - 30 S-A at 5.505%)




CERTIFICATE OF ACCEPTANCE

TO: Trust Company for USL, Inc., as Trustee
.under Trust Agreement dated as of January 31, 1973

'UNITED STATES LEASING INTERNATIONAL, INC., as Agent
for the Trustees

I, duly appointed lnspector and authorized representative
of Canadian National Rallway Company ("Lessee") under the Equip-
ment Lease, Assignment, Chattel Mortgage and Securlity Agreement
dated as of January 31, 1973 among Trust Company for USL, Inc.,
Trustee under the Trust Agreement dated January 31, 1973, as Lessor,
United States Leasing International, Inc., as Agent. for the Trustee,
the Lessee, and the Secured Parties named thereln, do hereby certify
that I have inspected, received, approved and accepted delivery,

on behalf of Lessee under sald Agreement, of the following Items

of Equipment:

TYPE OF EQUIPMENT: Rebullt Flat Cars for use 1n plggyback service
PLACE ACCEPTED: |

DATE ACCEPTED:

NUMBER OF UNITS:

NUMBE#ED:

i I do further certify that the foregoing Equipment 1is in
bood order and condition, and appears to conform to the specifi-
rations applicable thereto and to all applicable Canadian Transport
Commission and the Unlted States Department of Transportation or
ther Canadlan or United States agency governmental requirements
;nd specifications.

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

Dated: , 1973.

Inspector and Authorized Repre-
sentative of Canadlan National
Railway Company

SCHEDULE D

(C.N. Trust No. 6)
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SCHEDULE OF CASUALTY VALUE

CASUALTY VALUE: The following per cent of original cost to Lessor
of an item of Equipment, including all taxes and delivery charges,
is to be paid on a rental payment due date pursuant to Section //
of the Equipment Lease as the result of an Item becomlng the sub-
Ject of a Casualty Occurrence, depending upon when the Casualty
Value is paid:

Casualty Value Payable

Payable on Date Per Item [in lieu of
After Rental and in lieu rental payment for such
Payment No. of Payment No. item due on such datel

. 0 1 109.875

1 2 107.250

2 3 106.500
3 y 105.250
4 5 103.625
-5 6 - 101.625
i 6 7 99.125
T 8 96.875
8 9 93.875
i9 10 90.625
10 11 87.125
11 12 83.375
112 13 . 79.750
13 14 76.125
'14 15 72.250
‘15 16 68.125
16 17 64.500
17 18 62.000
118 19 59.250
19 20 56.500
20 21 53.625
21 22 50.500
22 23 47.25%0
23 2] 43,875
24 25 ko, 250
25 26 36.625
26 27 32.625
27 28 28.500
28 29 24,250
29 30 19.750
30 Thereafter 15.000

‘ SCHEDULE E-I

Canadian National - Trust #6
(l4-Year ADR Guideline Basis)




SCHEDULE OF CASUALTY VALUE

CASUALTY VALUE: The following per cent of original cost to Lessor
of an ltem of Equipment, including all taxes and delivery charges,
i1s to be pald on a rental payment due date pursuant to Section //
of the Equipment Lease as the result of an Item becoming the sub-_
Ject of a Casualty Occurrence, depending upon when the Casualty
Value is paid:

Casualty Value Payable

, Payable on Date Per Item [in lieu of
After Rental and in lieu rental payment for such
Payment No. of Payment No. item due on such date]

0 1 109.750
1 2 107.125
. 2 3 106.250

3 b 105.000
by 5 103.375
5 6 101.375

6 7 99.000
T 8 96.750
. 8 9 93.875

9 10 90.875

10 11 87.500

11 12 84,000

12 13 80.5C0

13 14 77.125

14 15 73.500

15 16 69.625

16 17 65.625

17 18 62.000

18 19 59.250

19 20 56.500

20 21 53.625

21 22 50.500

22 23 47.250

23 24 43.875

24 25 ko.250

25 26 36.625

26 27 ' 32.625

27 28 28.500

28 29 24,2590

29 30 19.759

W
o

Thereafter 15.000

SCHEDULE E-II1

Canadian National Rallway - Trust #6
(15-Year ADR Guideline Basis)




G

O=EpP

® c ct ct ct

-

STTATE OF CALIFORNIA

<$m>

t SS
ITY AND COUNTY OF

SAN FRANCISCO

On this ZQ day of February, 1973, before me personally

pearéd to me personally kn
W
Eo being by me duly sworn, says that he is P gresgd:at

Trust Company for USL, Inc., that one of the seal
. s affixed to
hetforegoing 1nstrument is the corporate seal of said corporation
Ea said instrument was signed and sealed on behalf of said corpo;a-
122 2geagzgg§%§y offigi Bgard of Directors, and he acknowledged
on O e foregoing instr
hd deed of said corporation. & & ument was the free act

Il|llllllllIlllllllllllllllllllllllIllIllIIllIllllllllll
OFFICIAL SEAL

|
o, | _@/ ﬁ \%\
NOTARY PUBLIC - CALIFORNIA =
CITY AND COUNTY OF SAN FRANGISCO & A :

Al
Y

/
}ml.mu

o

nmn‘u

My Commission Expires March 7, 1876 &
llllllllllllllllllllIlllllllllllllllllllIlllllllllllllllﬁ

My Commission expires: ;szthL-z/7)é




PROVINCE OF QUEBEC )
) SS
CITY OF MONTREAL )

On this JJ{day of February, 1973, before me personally
appeared aZt{ 42%2@5 !g , to me personally known, who being
by me duly sworn, says fhat he is azadjr President of

CANADIAN NATIONAL RAILWAY COMPANY, that one of the seals affixed to
the foregoing instrument is the corporate seal of said corporation,
that said instrument was signed and sealed on behalf of said corpo-
ration by authority of its Board of Directors; and he acknowledged
that the execution of the foregolng instrument was the free act and

deed of said corporation. ‘
1. W(}&/\/&«h

(SEAL) : R. G. Jenkins,
‘ Commi.sioner for Oaths
My Commission is for life. Commissaire 3 I'Assermentationf

Digtrict - Monitreal
Explires é}~w&tf’g7
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TATE ' OF CALIFORNIA

. SS
GITY AND COUNTY OF
SAN 'FRANCISCO

On this il day of February, 1973, before me, personally

ppeared DAVID A. LSEY s to Jnep rgedrsonallzr known, who being
y me duly sworn, says that he 1s Ice President of UNITED

TATES LEASING INTERNATIONAL, INC., that one of the seals affixed
o the foregolng instrument is the corporate seal of said corpora-
ion, that said instrument was signed and sealed on behalf of said
orporation by authority of its Board of Directors; and he acknow-

edged that the execution of the foregoing instrument was the free
ct and deed of said corporation.

om

i .
Co
_gunonanug .- - -
i o

X e T R R T D A L T L PR LT
X OFFICIAL SEAL -] 4 W

A A TERESA D. FONG  §

26 NOTARY PUBLIC - CALIFORNIA -]

CITY AND COUNTY OF SAN FRANCISCO =

4 My Commission Expirea Merch 7, 1976 E

I A D T e T AR PR TR A P L T LT )
(BEAL)

My Commission expires: kted ] /7 26




STATE OF MAINE

)
! ] ) SS
COUNTY OF | ;zmbg//wet)

| On this CX/U day _of February, 1973, before me, per-
sonally appeared Edmoni ﬁAijk4g to me personally known, who
being by me duly sworn, says that he is Viee President of
UNION MUTUAL LIFE INSURANCE COMPANY, that one of the seals affixed
to the foregoing instrument 1s the corporate seal of sald corpora-
tion, that said instrument was signed and sealed on behalf of said
corporation by authority of its Board of Directors; and he acknow-
ledged that the execution of the foregoing instrument was the free
act and deed of said corporation.

|

(SEAL)-

'My Commission explres:

W comwssmn EXPIRES
; APRlL 28, 1977,
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STATE OF MAINE )

, ) Ss
COUNTY OF améér/a,dcl )

On this 59520¢' day of February, 1973, before me, per-

sonally appeared Eolpund : zhdAu/ , to me ersonally
( known, who being by me duly sworn, s4ys that he 1s el Presi-
-ldent. o

LIFE INSURANCE COMBERY OF AMERICA, that one

of the seals affixed to the foregolng instrument is the corporate
seal of sald corporation, that saild instrument was signed and sealed
on behalf of said corporation by authority of its Board of Direc-
tors; and he acknowledged that the execution of the foregoing in-
strument was the free act and deed of sald corporation.

(SE-AL;)* .

My Commission expires:

\

o B ﬁgm°9’9'¥ EXPIRES

28, 197z




