CONDITIONAL SALE AGREEMENT
Dated as of August 1, 1974

Among
THE MANUFACTURER NAMED HEREIN,

MILWAUKEE LAND COMPANY,
Vendee,

and

CHICAGO, MILWAUKEE, ST. PAUL AND PACIFIC RAILROAD COMPANY,

Guarantor.
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CONDITIONAL SALE AGREEMENT

Conditional Sale Agreement, dated as of August 1, 1974 among
the corporation named as Manufacturer at +the foot of this
agreement (the "Manufacturer"), Milwaukee Land Company, an Iowa
corporation (the “Vvendee"), and Chicago, Milwaukee, St. Paul and
Pacific Railroad Company, a Wisconsin corporation (the
"Guarantor") .

Whereas, the Manufacturer is willing to construct, sell and
deliver to the Vendee, and the Vendee is willing to purchase, the
railroad equipment described in Schedule A attached hereto
(collectively the ®“Equipment® and individually an "Item of
Equipment") ; and

Whereas, the Vendee is entering into an equipment lease (the
“Lease") dated as of the date hereof with FRANKLIN SERVICE CORP.
(the "Lessee") substantially in the form attached as Annex I
hereto providing, among other things, for the leasing, subject to
this Agreement, of the Equipment by the Vendee to the Lessee; and

Whereas, the Lessee is entering into an equipment lease (the
"sublease") dated as of the date hereof with the Guarantor
substantially in the form attached as Annex II hereto providing,
among other things, for the leasing, subject to this Agreement,
of the Equipment by the Lessee to the Guarantor; and '

Whereas, the Guarantor 1is willing to guarantee to the
Manufacturer the due and punctual payment of all sums payable by,
and the due and punctual performance of all other obligations of,
the Vendee under this Agreement and has joined in this Agreement
for the purpose of setting forth the terms and conditions of such
guaranty and making certain further agreements as hereinafter set
forth; ’

Now, Therefore, in consideration of the mutual promises,
covenants and agreements hereinafter set forth, +the parties
hereto agree as follows:

Section 1. Construction and Sale.

The Manufacturer will construct, sell and deliver to the
Vendee, and the Vendee will purchase from the Manufacturer and
accept delivery of and pay for as hereinafter provided, the
Equipment, each Item of which shall be constructed in accordance
with the applicable specifications heretofore agreed upon by the
Guarantor and the Manufacturer, with such modifications thereof
as may be agreed upon in writing by the Guarantor and the
Manufacturer (which specifications and modifications, if any, are
hereinafter called the "Specifications"). The design and quality



of equipment and material in such Items shall conform to all
Department of Transportation and Interstate Commerce Commission
requirements and specifications for new equipment, and to all
standards recommended by the Association of American Railroads,
interpreted as being applicable to new railroad equipment of the
character of such Items as of the date of this Agreement.

Section 2. Delivery.

2.1. The Manufacturer will deliver the various Items of
Equipment to the Vendee in accordance with the applicable
delivery schedule set forth in Schedule A hereto; provided,
however, that the Manufacturer shall have no obligation to
deliver any Item of Equipment hereunder subsequent to the filing
by or against the Guarantor of a petition for reorganization
under Section 77 of the Bankruptcy Act.

2.2. The Manufacturer's obligation as to time of delivery is
subject, however, to delays resulting from causes beyond the
Manufacturer's reasonable control, including, but not limited to,
acts of God, acts of government such as embargoes, priorities and
allocations, war or war conditions, riots or civil commotion,
sabotage, strikes, differences with workmen, accidents, fire,
flood, explosion, damage to plant, equipment or facilities, or
delays in receiving necessary matexrials or delays of carriers.

2.3. Notwithstanding the foregoing provisions of this
Section 2, the Vendee shall not be obligated hereunder to accept
and pay for any Equipment not delivered and accepted on or before
June 1, 1975. Any Equipment not so delivered and accepted shall
be excluded from this Agreement and not included in the term
"Equipment" as used in this Agreement. 1In the event of any such
exclusion the Manufacturer shall remain obligated +to construct,
sell and deliver to the Vendee or the Guarantor, and the Vendee
and the Guarantor shall remain jointly and severally obligated to
purchase from the Manufacturer, accept delivery of and pay for,
any of the Equipment thus excluded from this Agreement, and the
Guarantor, the Vendee and the Manufacturer shall execute an
agreement supplemental hereto 1limiting this Agreement to the
Equipment not excluded herefrom, and the Manufacturer, the Vendee
and the Guarantor shall further execute a separate agreement
providing for the sale of such excluded Equipment by the
Manufacturer to the Vendee or the Guarantor upon the same terms
and conditions as those contained herein, modified only to the
extent necessary to provide for full payment in cash upon
delivery of the Equipment, either directly or indirectly by means
of a conditional sale agreement, equipment trust or other
appropriate method of financing as the Guarantor may determine
and as may be reasonably satisfactory to the Manufacturer.
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. 2.4, The Equipment during construction shall be subject to
inspection by an inspector or other authorized representative of
the Vendee and the Guarantor. Acceptance of the Equipment by the
Guarantor pursuant to the Sublease shall be deemed to be
acceptance of the Equipment by the Vendee hereunder, and the
Guarantor agrees to furnish the Certificate or Certificates of
Acceptance under the Sublease to the Manufacturer in such number
of counterparts as may be reasonably requested.

2.5. The Manufacturer shall bear the risk of loss of each
Item of Equipment or damage thereto until delivery and acceptance
hereunder. Upon delivery and acceptance hereunder of each of
such Items of Equipment the Vendee shall bear the risk of loss of
or damage to such Items.

Section 3. Purchase Price and Payment.

3.1. The base price per Item of Equipment, including freight
charges, if any, to place of delivery, but exclusive of interest,
insurance and all other charges, is as set forth in Schedule A
hereto. The base price per Item of Equipment shall be subject to
increase or decrease as may be agreed to in writing by the
Manufacturer, the Vendee and the Guarantor, and the term
“purchase price® as used herein shall mean the base price as so
increased or decreased; provided that the purchase price for each
Item of Equipment shall not exceed the maximum price provided
therefor in Schedule A hereto provided further, however, that the
aggregate purchase price for any Group (as hereinafter defined)
of Equipment delivered hereunder may exceed the aggregate maximum
price provided in Schedule A hereto of the Items of Equipment in
such Group by an amount not greater than the amount, if any, by
which the aggregate maximum price provided in Schedule A hereto
of all Groups theretofore delivered exceeded the aggregate
purchase price of such Groups.

3.2, Settlement shall be made between the Vendee and the
Manufacturer for the purchase price of the Equipment on one or
more Closing Dates (the Equipment settled for on each Closing
Date being hereinafter called a "“Group"). The term "Closing
Date" with respect to each Group shall mean such date not more
than ten business days following presentation by the Manufacturer
to the vVendee of the invoice or invoices and the Certificate or
Certificates of Acceptance with respect to the Group as shall be
fixed by the Vendee by written or telegraphic notice delivered to

the Manufacturer at 1least six business days prior to such

designated date.

3.3. The Vendee hereby acknowledges itself to be indebted to
the Manufacturer in the amount of and hereby promises to pay to
the Manufacturer at the office of American National Bank and



Trust Company of Chicago, La Salle at Washington, Chicago,
Illinois, or at the office of such other bank or trust company in
the United States of America as the Manufacturer or its assignee
shall designate for payment to it, the purchase price of the
Equipment. Payment of the purchase price of each Group shall be
made as follows:

(a) On each Closing Date an amount at least equal to
20% of the aggregate purchase price for all Items of
Equipment in the Group for which settlement is then being
made; and :

(b) (1) with respect to all Groups an amount equal to
the aggregate purchase price of each such Group less the
amount paid pursuant to clause (a) above on the Closing Date
with respect to such Group (said difference being hereinafter
sometimes called the %“Conditional Sale Indebtedness") plus
interest on the unpaid balance thereof, at the rate of 11%
per annum, from the Closing Date with respect to such Group
(or, to the extent paid on January 2, 1975 under clause (ii)
of this paragraph (b), from January 2, 1975), payable in 60
substantially equal installments, including both principal
and interest, on each January 1, April 1, July 1 and October
1, commencing April 1, 1975; and

(ii) with respect to each Group delivered prior to
January 2, 1975, there shall be payable on January 2, 1975 an
amount equal to interest on the Conditional Sale
Indebtedness with respect to such Group from the Closing Date
with respect to such Group (or, to the extent paid on
November 11, 1974 under clause (iii) of this paragraph (b),
from November 11, 1974) to January 2, 1975 at the rate of 11%
per annum; and

(iii) with respect to each Group delivered prior to
November 11, 1974, there shall by payable on November 11,
1974 an amount equal to interest on the Conditional Sale
Indebtedness with respect to such Group from the Closing Date
with respect to such Group to November 11, 1974 at a rate per
annum equal to 120% of the minimum commercial 1lending rate
charged by Continental Illinois National Bank and Trust
Company of Chicago as in effect from time to time during such
period.

3.4. The term "business days" as used herein means calendar
days, excluding Saturdays, Sundays and holidays on which banks in
the State of Illinois or New York are authorized or required to
close. '

3.5. Interest under this Agreement shall be determined on
the basis of a 360-day year of twelve 30-day months. All
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payments provided for in this Agreement shall be made by the
Vendee 1in such coin or currency of the United States of America
as at the time of payment shall be legal tender for the payment
of public and private debts.

3.6. The Vendee will pay interest at the rate of 12% per
annum upon all unpaid balances of Conditional Sale Indebtedness
and (to the extent legally enforceable) upon interest, after the
same shall have become due and payable pursuant to the terms
hereof, anything herein to the contrary notwithstanding.

3.7. Except as provided in Section 6 hereof, the Vendee
shall not have the privilege of prepaying any installment of the
Conditional Sale Indebtedness prior to the date it becomes due
hereunder.

3.8. All payments to be made by the Vendee hereunder will be
free of expense to the Manufacturer for collection or other
charges and will be free of expense to the Manufacturer with
respect to the amount of any local, state, federal or foreign
taxes (other than net income, gross receipts [except gross
receipts taxes in the nature of or in 1lieu of sales or use
taxes], excess profits and similar taxes) or 1license fees,
assessments, charges, fines or penalties hereafter 1levied or
imposed upon or in connection with or measured by, this Agreement
or any sale, use, 1leasing, subleasing, payment, shipment,
delivery or transfer of title under the terms hereof (all such
expenses, taxes, license fees, assessments, charges, fines and
penalties being hereinafter called impositions), all of which
impositions the Vendee assumes and agrees to pay on demand. The
Vendee will also pay promptly all impositions which may be
imposed wupon the Equipment delivered to it or for the use or
operation thereof or upon the earnings arising therefrom or upon
the Manufacturer solely by reason of its ownership thereof and
will keep at all times all and every part of the Equipment free
and clear of all impositions which might in any way affect the
title of the Manufacturer or result in a lien upon any part of
the Equipment; provided, however, that the Vendee shall be under
no obligation to pay any impositions of any kind so long as it is
contesting in good faith and by appropriate 1legal proceedings
such impositions and the nonpayment thereof does not, in the
opinion of the Manufacturer, adversely affect the property or
rights of the Manufacturer in or to the Equipment or otherwise
under this Agreement. If any such impositions shall have been
charged or 1levied against the Manufacturer directly and paid by
the Manufacturer, the Vendee shall reimburse the Manufacturer
upon presentation of an invoice therefor, and any amounts so paid
by the Manufacturer shall be secured by and under this Agreement;
provided, however, that +the Vendee shall not be obligated to
reimburse the Vendor for any impositions so paid unless the
Manufacturer shall have been legally liable with respect thereto




(as evidenced by an opinion of counsel for the Manufacturer) or
unless the Vendee shall have approved the payment thereof.

Section 4. Title to the Equipment.

4.1. The Manufacturer shall and hereby does retain the full
security title to and property in the Equipment until the Vendee
shall have made all of the payments hereunder and shall have kept
and performed all its agreements herein contained,
notwithstanding the delivery of the Equipment to and the
possession and use thereof by the Vendee, the Lessee or the
Guarantor as contemplated hereby. Any and all additions +to the
Equipment and any and all replacements of the Equipment and of
parts thereof and additions thereto shall constitute accessions
to the Equipment and shall be subject to all terms and conditions
of this Agreement and included in the term "Equipment" as used in
this Agreement.

4.2. When and only when the Manufacturer shall have been
paid the full indebtedness in respect of the purchase price of
the Equipment, +together with interest and all other payments as
herein provided and all the Vendee's other obligations herein
contained shall have been performed, absolute right +to the
possession of, title to and property in the Equipment shall pass
to and vest in the Vendee without further transfer or action on
the part of the Manufacturer, except that the Manufacturer, if
requested by the Vendee so to do, will execute a bill or bills of
sale of the Equipment releasing its security title thereto and
property therein to the Vendee or upon its order free of all
liens and encumbrances created or retained hereby and deliver
such bill or bills of sale to the Vendee at its address specified
in Section 20 hereof, and will execute in the same manner and
deliver at the same place, for filing, registering, recording or
depositing in all necessary public offices, such instrument or
instruments in writing as may be necessary or appropriate in
order then to make clear upon the public records the title of the
Vendee to the Equipment, and will pay to the Vendee any money
paid to the Manufacturer, pursuant to Section 6 hereof and not
theretofore applied as therein provided. The Vendee hereby
waives and releases any and all rights, existing or that may be
acquired, in or to the payment of any penalty, forfeit or damages
for failure to execute and deliver such bill or bills of sale or
to file any certificate of payment in compliance with any law or
statute requiring the filing of the same, except for failure to
execute and deliver -uch bill or bills of sale or to file such
certificate within a reasonable time after written demand by the
Vendee.
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Section 5. Marking of Equipment.

The Vendee shall cause each Item of Equipment to be marked as
required by Section 4 of the Sublease.

Section 6. Casualty Occurrences.

6.1. In the event that any Item of Equipment shall be or
become lost, stolen, destroyed, or, in the reasonable opinion of
the Vendee or the Guarantor, irreparably damaged, or shall be
requisitioned or taken over by any governmental authority wunder
the power of eminent domain or otherwise or shall be removed by
the Manufacturer pursuant to Section 12.1 (each such occurrence,
except for any requisition which by its terms is indefinite or
would not extend beyond January 1, 1990, being hereinafter called
a "Casualty Occurrence"), prior to the payment of the
indebtedness 1in respect of the purchase price of such Item,
together with interest thereon and all other payments required
hereby, the Vendee shall promptly (after it has knowledge of such
Casualty Occurrence) and fully inform the Manufacturer in regard
thereto. When any Item of Equipment suffers a ' Casualty
Occurrence the Vendee, on the date of payment of the next
succeeding installment of interest or of principal and interest
on such indebtedness, shall pay to the Manufacturer the Casualty

.Payment of such Item as of the date of such payment. Each such

payment shall be accompanied by notification from the Vendee that
said payment constitutes a Casualty Payment.

6.2. The Manufacturer shall, immediately upon receipt
thereof, apply the money deposited pursuant to Section 6.1 to the
prepayment of the indebtedness in respect of the purchase price
of the Equipment having suffered a Casualty Occurrence, plus
interest then accrued on the portion thereof so prepaid, but
without premium. The quarterly payments of the indebtedness in
respect of the purchase price of the remaining Equipment and
interest thereon, becoming due thereafter shall be redetermined
on the basis of the amount of such indebtedness remaining unpaid
and on the basis of the number of quarterly payments remaining
immediately after such application.

6.3. Upon payment to the Manufacturer of the Casualty
Payment in respect of an 1Item of Equipment having suffered a
Casualty Occurrence, absolute right to the possession of, title
to and property in such Item shall automatically pass to and vest
in the Vendee without further transfer or action on the part of
the Manufacturer.

6.4. The payment to be made to the Manufacturer in respect
of each Item of Equipment having suffered a Casualty Occurrence
(the "Casualty Payment") shall be an amount determined as of the



date the Casualty Payment is paid equal to that portion of the
original purchase price thereof as is set forth in the Schedule
of Casualty Payments attached hereto as Schedule B opposite such
payment date, together with the installment of principal and
interest (or of interest only, in the case of January 2, 1975)
payable with respect to such Item on such payment date pursuant
to Section 3.3(b)(i) or (ii), as the case may be. It is
understood and agreed that the Casualty Payments set forth on
Schedule B hereto have been computed on the basis of payment by
the Vendee of 20% of the purchase price under Section 3.1(a) and
that 1f the Vendee shall pay a greater portion of the purchase
price for any Item of Equipment under Section 3.1(a) the Casualty
Payment in respect of such Item will be computed in the same
manner (but reflecting the increased payment by the Vendee) as
that used in computing the Casualty Payments on Schedule B
hereto.

6.5. In the event that prior to January 1, 1990, the use of
any Item of Equipment is requisitioned or taken by any
governmental authority under the power of eminent domain or
otherwise for an indefinite period or for a stated period ending
on or before said date, the Vendee's duty to pay the indebtedness
in respect of the purchase price thereof shall continue for the
duration of such requisitioning or taking. The Vendee 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 such requisition or taking of possession.

Section 7. Obligations of Guarantor.

7.1, The Guarantor, for value received, hereby
unconditionally guarantees to the Manufacturer the due and
punctual payment of the purchase price of the Equipment and
interest thereon, and the due and punctual performance of all
obligations of the Vendee under this Agreement and
unconditionally guarantees to the Manufacturer that all sums
payable by the Vendee under this Agreement will be promptly paid
when due in accordance with the provisions of +this Agreement,
together with interest thereon as herein provided, whether at
stated maturity or by declaration or otherwise, and in case of
default by the Vendee in any such obligations or payment the
Guarantor agrees punctually to perform or pay the same,
irrespective of any enforcement against the Vendee of any of the
rights of the Manufacturer hereunder.

7.2. The Guarantor hereby agrees that 1its obligations
hereunder shall be unconditional, irrespective of the validity,
regularity or enforceability of this Agreement or any other
circumstances which might otherwise constitute a 1legal or
equitable discharge of a surety or gquarantor or 1limit the
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recourse of the Manufacturer against the Vendee. The Guarantor
hereby waives diligence, presentment, demand for payment,
protest, any notice of any assignment hereof in whole or in part
or of any default hereunder and all notices with respect to this
Agreement and all demands whatsoever hereunder. No waiver by the
Manufacturer of any of its rights hereunder and no action by the
Manufacturer to enforce any of its rights hereunder or failure to
take, or delay in taking, any such action shall affect the
obligations of the Guarantor hereunder.

7.3. The Guarantor hereby covenants and agrees with the
Manufacturer, for the benefit of the Manufacturer, its successors
and assigns, that, while any indebtedness in respect of the
purchase price of +the Equipment remains unpaid, the Guarantor
will faithfully observe all the terms, covenants and conditions
set forth in the Sublease and perform all obligations of the
Guarantor thereunder, it being agreed that the undertakings of
the Guarantor pursuant to the Sublease shall be deemed a part of
this Agreement with the same force and effect as if set forth
herein in full. The obligations of the Guarantor under the
provisions of the preceding sentence shall not be affected by any
termination of the Lease or the Sublease or the invalidity of
either thereof, as between the parties thereto, for any reason
but shall continue as though the Lease or the Sublease, as the
case may be, continued in full force and effect until the
indebtedness in respect of the purchase price of the Equipment,
together with interest thereon, shall have been paid in full.

7.4, The Guarantor agrees that any insurance maintained
pursuant to the Sublease shall include among the named
beneficiaries the Vendee and the Manufacturer, as their
respective interests may appear.

7.5. In the event that the Guarantor shall make any payments
to the Manufacturer on account of 1its guaranty hereunder, the
Guarantor hereby covenants and agrees that it shall not acquire
any rights, by subrogation or otherwise, against the Vendee or
with respect to any of the Items of Equipment by reason of such
payments, all such rights being hereby irrevocably released,
discharged and waived by the Guarantor; provided, however, that
after the payment by the Guarantor to the Manufacturer of all
sums payable under +this Agreement, the Guarantor shall, by
subrogation, be entitled to the rights of the Manufacturer
against the Vendee by reason of such payment, to the extent, but
only to the extent, that the Vendee has received income and
proceeds from the Equipment and has not applied such funds to the
payment, 1in accordance with this Agreement, of sums payable by
the Vendee to the Manufacturer hereunder.




Section 8. Reports and Inspections.

On or before May 1 in each year, commencing with the year
1975, the Guarantor will furnish to the Manufacturer,
concurrently with the transmission thereof to the Lessee, copies
of each and every report or statement to be furnished to the
Lessee by the Guarantor pursuant to Section 12 of the Sublease.
The Manufacturer shall have the right, by its agents, to inspect
the Equipment and records of the Vendee and the Guarantor with
respect thereto once in every year.

Section 9. Possession and Use.

9.1. The Vendee, so long as it shall not be in default under
this Agreement, shall be entitled, from and after delivery of the
Equipment by the Manufacturer to the Vendee, to the possession of
the Equipment and the use thereof upon and subject to all the
.terms and conditions of this Agreement.

9.2. Without limiting any of the rights of the Vendee under
Section 13 hereof, the Vendee may lease the Equipment to the
Lessee or its assigns as permitted by, and for use as provided
in, Section 17.3 of the Lease and the Lessee may lease the
Equipment to the Guarantor or its assigns as permitted by, and
for use as provided in Section 17 of the Sublease, provided,
however, and the Guarantor hereby acknowledges, that the rights
of the Guarantor and its permitted assigns under the Sublease are
subordinate and junior in rank to the rights, and are subject to
the remedies, of the Manufacturer under this Agreement. A copy
of any such assignment by the Guarantor shall be furnished to the
Manufacturer. Subject always to the provisions of Section 16 of
the Lease, the Vendee hereby agrees that it will not exercise any
of the remedies provided in Section 14 of the Lease unless it
shall notify the Manufacturer in writing of its intended exercise
thereof, and hereby further agrees to furnish to the
Manufacturer, at its written request, copies of all summons,
writs, processes and other documents served by it upon the Lessee
or served by the Lessee upon it in connection therewith.

Section 10. Prohibition Against Liens.

10.1. The Vendee will pay or satisfy and discharge any and
all sums claimed by any party by, through or under the vendee or
its successors or assigns (other than the Lessee or its assigns
[ other than the Guarantor]) which, if unpaid, might become a lien
or a charge upon any Item of Equipment equal or superior to the
security title of the Manufacturer, but shall not be required to
pay or discharge any such claim so long as the validity thereof
shall be contested by the Vendee in good faith and by appropriate
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legal proceedings 1in any reasonable manner and the nonpayment
thereof does not, in the opinion of the Manufacturer, adversely
affect the property or rights of the Manufacturer hereunder.

10.2. This covenant will not be deemed breached by reason of
liens for taxes, assessments or governmental charges or levies,
in each case not due and delinquent, or undetermined or inchoate
materialmen's, mechanics', workmen's, repairmen's or other like
liens arising in the ordinary course of business and, in each
case, not delinquent.

Section 11. Indemnities.

11.1. The Vendee and the Guarantor jointly and severally
agree to indemnify, protect and hold harmless +the Manufacturer
from and against all losses, damages, injuries, liabilities,
claims and demands whatsoever, regardless of the cause thereof,
and expenses in connection therewith, including counsel fees,
arising out of retention by the Manufacturer of security title to
the Equipment, or out of the use and operation thereof during the
period when security title thereto remains in the Manufacturer,
and also agree that the Manufacturer shall be entitled to the
benefit and protection of all indemnities of the Guarantor
contained in Section 6 of the Sublease to the same extent and
with the same force and effect as if said indemnities were set
forth herein in full and the Manufacturer were expressly named in
the Sublease as one of the parties entitled to the benefit and
protection thereof. This covenant of indemnity shall continue in
full force and effect notwithstanding the full payment of the
indebtedness in respect of the purchase price of the Equipment
and the conveyance of the Equipment, as provided in Section #.2
hereof, or the termination of this Agreement in any manner
whatsoever.

11.2. As between the Manufacturer and the Vendee, the
Vendee, after delivery to and acceptance by the Vendee pursuant
to Section 2.4 hereof, will bear the risk of, and shall not be
released from its obligations hereunder in the event of, any
damage to or the destruction or loss of any Item or of all the
Equipment.

11.3. The Manufacturer for itself warrants that the Items of
Equipment will be built in accordance with the Specifications
therefor and warrants that the Items of Equipment will be free
from defects in material (except as to specialties incorporated
therein specified by the Vendee oxr +the Guarantor and not
manufactured by the Manufacturer, in respect of which the
Manufacturer hereby appoints and constitutes the Vendee and the
Guarantor and each of them its agents and attorneys-in-fact to
assert and enforce from time to time in the name of the

11



Manufacturer but for the account of the Vendee and the Guarantor
as their interests may appear and in all cases at the sole cost
and expense of the Vendee and the Guarantor whatever claims and
rights the Manufacturer may have against the manufacturer of the
specialty) or workmanship under normal use and service, the
Manufacturer's obligation under this Section being 1limited to
making good at its plant any part or parts of any such Item of
Equipment which shall within the period specified in Schedule A
hereto after the delivery of such Item of Equipment to the Vendee
be returned to the Manufacturer with transportation charges
prepaid and which the Manufacturer's examination shall disclose
to its satisfaction to have been thus defective; provided,
however, that this warranty shall not apply to (i) any components
which shall have been repaired or altered unless repaired or
altered by the  Manufacturer or its authorized service
representatives, if, in its judgment, such repairs or alterations
affect the stability of any such Item of Equipment or (ii) any
Item of Equipment which has been subject to misuse, negligence or
accident. THIS WARRANTY IS EXPRESSLY IN LIEU OF ALL OTHER
WARRANTIES, EXPRESS OR IMPLIED, INCLUDING ANY IMPLIED WARRANTY OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE, AND OF ALL
OTHER OBLIGATIONS OR LIABILITIES ON THE PART OF THE MANUFACTURER,
EXCEPT FOR ITS OBLIGATIONS HEREUNDER AS LIMITED HEREBY, AND THE
MANUFACTURER DOES NOT ASSUME OR AUTHORIZE ANY PERSON TO ASSUME
FOR IT ANY OTHER LIABILITY IN CONNECTION WITH THE CONSTRUCTION
AND DELIVERY OF THE EQUIPMENT EXCEPT AS AFORESAID. IN NO EVENT
SHALL THE MANUFACTURER BE LIABLE FOR SPECIAL, INCIDENTAL OR
CONSEQUENTIAL DAMAGES OR . COMMERCIAL LOSS. The Manufacturer
reserves the right to make changes in the design of, or add any
improvements to, any Item of Equipment at any time with the
approval of the Vendee and the Guarantor without incurring any
obligation to make similar changes or additions in respect of any
other Item of Equipment previously delivered hereunder. The
Manufacturer further agrees with the Vendee that acceptance of
any Item of Equipment under Section 2.4 hereof shall not be
deemed a waiver by the Vendee of any of its rights under this
Section 11.3. The Guarantor and the Vendee agree with the
Manufacturer that, so 1long as there has been no termination of
the Lease or Sublease or Event of Default thereunder, the
performance of the obligations of the Manufacturer to the Vendee
under the foregoing warranty shall be deemed satisfactory if the
performance of said obligation by the Manufacturer is
satisfactory to the Guarantor.

Section 12. Patent Indemnities.

12.1. Except in cases of designs specified by the Guarantor
and not developed or purported to be developed by the
Manufacturer, and articles and materials specified by the
Guarantor and not manufactured by the Manufacturer, the
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Manufacturer agrees for itself to indemnify, protect and hold
harmless the Vendee and the Guarantor from and against any and
all liability, claims, demands, costs, charges and expenses,
including royalty payments and counsel fees, 1in any manner
imposed upon Or accruing against the Vendee or the Guarantor
because of the use in or about the construction or operation of
any Item of Equipment, of any design, article or material which
infringes or 1is <claimed to infringe on or which is claimed to
constitute contributory infringement with respect to any patent
or other right. The Guarantor likewise will indemnify, protect
and hold harmless the Manufacturer and the Vendee from and
against any and all liability, claims, demands, costs, charges
and expenses, including royalty payments and counsel fees, in any
manner imposed upon or accruing against the Manufacturer or the
Vendee because of +the use 1in or about the construction or
operation of any Item of Equipment, of any design specified by
the Vendee or the Guarantor and not developed or purported to be
developed by the Manufacturer, or article or material specified
by the Vendee or the Guarantor and not manufactured by the
Manufacturer, which infringes or is claimed to infringe on or
which is claimed to constitute contributory infringement with
respect to any patent or other right. In case any Item of
Equipment is held to constitute infringement of any patent or
other similar right in respect of which liability may be charged
against the Manufacturer, and the use of any Item of Equipment is
enjoined, the Manufacturer shall, at its own expense and at its
option, either procure for the Vendee and the Guarantor the right
to continue using such Item of Equipment or replace the same with
non-infringing equipment, or modify it so it becomes non-
infringing or remove such Item of Equipment and refund the entire
purchase price therefor together with transportation charges.
Without intending any 1limitation of the foregoing, the
Manufacturer agrees to and hereby does, to the extent legally
possible without impairing any claim, right or cause of action
hereinafter referred to, transfer, assign, set over and deliver
to the Vendee every claim, right and cause of action which the
Manufacturer has or hereafter shall have against the originator
of any design or against the seller or sellers of any designs or
articles or materials specified by the Vendee or the Guarantor
purchased or otherwise acquired by the Manufacturer for use in or
about the construction or operation of the Items of Equipment on
the ground that any such design, article or material or operation
thereof infringes or is claimed to infringe on or to constitute
contributory infringement with respect to any patent or other
right and the Manufacturer further agrees to execute and deliver
to the Vendee and the Guarantor all ' and every such further
assurance as may be reasonably requested by the Vendee or the
Guarantor, more fully to effectuate the assignment, transfer and
delivery of every such claim, right and cause of action. The
Manufacturer will give notice to the Vendee and the Guarantor of
any claim known to the Manufacturer from which liability may be
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charged against the Vendee or the Guarantor hereunder and the
Guarantor and the Vendee will each give notice to the
Manufacturer of any claim known to it from which liability may be
charged against the Manufacturer hereunder.

12.2. The term "design" wherever used in this Agreement or
in any assignment of this Agreement shall be deemed to include
formulae, systems, processes and combinations.

12.3. The obligations and liabilities of the Manufacturer
under this Section shall apply only to Equipment located and used
in the continental United States, Canada and Mexico.

Section 13. Assignments.

13.1. The Vendee will not sell, assign, transfer or
otherwise dispose of its rights under this Agreement or, except
as contemplated by Section 9.2 hereof, transfer the right to
possession of any Item of Equipment without first obtaining the
written consent of the Manufacturer, which consent shall not be
unreasonably withheld. No such sale, assignment or transfer
shall subject the Manufacturer to any duties, obligations or
liabilities whatsoever.

13.2. All or any of the rights, benefits and advantages of
the Manufacturer under this Agreement, including the right to
receive the payments herein provided to be made by the Vendee and
the benefits arising from the undertakings of the Guarantor
hereunder, may be assigned by the Manufacturer and reassigned by
an assignee at any time or from time to time. No such assignment
shall subject any assignee to, or relieve the Manufacturer from,
any of the obligations of the Manufacturer to construct and to
deliver the Equipment in accordance with the provisions hereof or
to respond to its warranties and agreements contained herein, or
relieve the Vendee or the Guarantor of their respective
obligations to the Manufacturer hereunder.

13.3. Upon any such assignment by the Manufacturer either
the assignor or the assignee shall give written notice to the
Vendee and the Guarantor, together with a counterpart or copy of
such assignment, stating the identity and post office address of
the assignee, and such assignee shall, by virtue of such
assignment, acquire all of the Manufacturer's right, security
title and interest in and to the Equipment, or specific Items
thereof assigned, subject only to such reservations as may be
contained in such assignment. From and after the receipt by the
Vendee and the Guarantor, respectively, of the notification of
any such assignment, all payments thereafter to be made by the
Vendee or the Guarantor hereunder shall, to the extent so
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assigned, be made to the assignee at the address of the assignee
specified in the aforesaid notice.

13.4. The Vendee and the Guarantor recognize that it is the
custom of railroad equipment manufacturers or sellers to assign
agreements of this character and understand that the assignment
of this Agreement, or of some or all of the rights of the
Manufacturers hereunder, is contemplated. The Vendee and the
Guarantor expressly represent, for the purpose of assurance to
any person, firm or corporation considering the acquisition of
this'Agreement or of all or any of the rights of the Manufacturer
hereunder, and for the purpose of inducing such acquisition, that
in the event of such assignment by the Manufacturer as
hereinbefore provided the rights of such assignee to the entire
unpaid Conditional Sale Indebtedness in respect of the Equipment
or such part thereof as may be assigned, together with interest
thereon, as well as any other rights hereunder which may be so
assigned, shall not be subject to any defense, set-off,
counterclaim or recoupment whatsoever arising out of any breach
of any obligation of the Manufacturer with respect to the
Equipment or the delivery or warranty thereof, or with respect to
any indemnity herein contained, nor subject to any defense, set-
off, counterclaim or recoupment whatsoever arising by reason of
any other indebtedness or liability at any time owing to the
Vendee or the Guarantor by the Manufacturer. Any and all such
obligations, howsoever arising, shall be and remain enforceable
by the Vendee or the Guarantor, as the case may be, against and
only against the Manufacturer.

13.5. 1In the event of any such assignment or successive
assignments by the Manufacturer of security title to the
Equipment and of the Manufacturer's rights hereunder with respect
thereto, the Vendee will, whenever requested by such assignee,
change or cause to be changed the names and word or words to be
marked on each side of each Item of Equipment or, in the event
such Item shall then be leased to the Guarantor, the Guarantor
shall change or cause to be changed the names and word oxr words
to be marked on each side of such Item, so as to indicate the
security title of such assignee to the Equipment with such names
and word or words as shall be specified by such assignee, subject
to the requirements of the laws of the jurisdictions in which the
Equipment shall be operated relating to such names and word or
words for use on equipment covered by conditional sale agreements
with respect to railroad equipment. The cost of marking such
names and word or words with respect to the first assignee of
this Agreement, (or to a successor agent or trustee in case the
first assignee is an agent or trustee) and with respect to the
Vendee shall be borne by the Manufacturer. The cost of marking
such names and word or words in connection with any subsequent
assignment (other than to a successor agent or trustee if the
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first assignee is an agent or trustee) will be borne by the
subsequent assignee.

13.6. In the event of any such assignment prior to the
completion of delivery of the Equipment, the vendee and the
Guarantor will, in connection with settlement for any Group of
Equipment subsequent to such assignment, deliver or caused to be
delivered to the assignee, at the time of delivery by the Vendee
of notice fixing the Closing Date with respect to such Group, all
documents reasonably required by the terms of such assignment to
be delivered by or on behalf of the Vendee and the Guarantor,
respectively, to the assignee in connection with such settlement,
in such number of counterparts as may reasonably be requested.

13.7. If on the Closing Date with respect to any Group the
Manufacturer shall not receive the aggregate purchase price in
respect of such Group, the Manufacturer will promptly notify the
Vendee and the Guarantor of such event and, if such amount shall
not have been previously paid, the parties hereto will, upon the
request of the Manufacturer, enter into an appropriate written
agreement with the Manufacturer excluding from this Agreement
those Items of Equipment whose aggregate purchase price shall not
have been received, and the Vendee or the Guarantor will, not
later than 90 days after the Closing Date, pay or cause to be
paid to the Manufacturer the aggregate unpaid purchase price of
such Items, together with interest thereon from the Closing Date
to the date of payment by the Guarantor at a rate per annnum

equal to 1% over the highest prime rate of interest of leading

Chicago banks in effect on the Closing Date.

Section 14. Assignment of Lease.

To further secure the payment of the full amount of the
indebtedness in respect of the purchase price of the Equipment,
together with interest thereon, and all other payments as herein
provided and for the performance of the Vendee's obligations
herein contained, the Vendee hereby assigns, transfers and sets
over unto the Manufacturer, and grants a security interest in,
all the Vendee's right, title and interest, as Lessor under the
Lease, together with all rights, powers and privileges, and all
other benefits of the Vendee as Lessor under the Lease insofar as
the Lease relates to Equipment delivered hereunder, including,
without limitation, except as hereinafter provided, the immediate
right to receive and collect all rentals and profits and other
sums payable to or receivable by the Vendee under or pursuant to
the provisions of the Lease (including amounts receivable by the
Lessee from the Guarantor pursuant to the Sublease insofar but
only insofar as it relates to Equipment delivered hereunder, and
assigned to the Vendee pursuant to Section 17.1 of the Lease),
and insofar as the Lease relates to Equipment delivered
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hereunder, the right to make all waivers and agreements, to give
all notices, consents and releases, to take all action upon the
happening of an Event of Default under the lLease and to do any
and all other things whatsoever which the Vendee, as lessor, is
or may become entitled to do under the Lease. In furtherance of
the foregoing assignment, the Vendee hereby irrevocably
authorizes and empowers the Manufacturer, in its own name, or in
the name of its nominee, or in the name of the Vendee, or as its
attorneys, to ask, demand, sue for, collect and receive any and
all sums to which the Vendee is or may became entitled under the
Lease insofar as the Lease relates +to Equipment delivered
hereunder, and to enforce compliance by the Lessee with all the
terms and provisions of the Lease. The Vendee further agrees to
notify promptly the Manufacturer of any Event of Default under
the Lease of which it has notice. This assignment being made
only as security shall not subject the Manufacturer to, or
transfer, or pass, or in any way affect or modify, the 1liability
of the Vendee under the Lease, it being understood and agreed
that notwithstanding this assignment, or any subsequent
assignment, all obligations of the Vendee to the Lessee under the
Lease, shall be and remain enforceable by the Lessee, its
successors and assigns, against, and only against, the Vendee.
Further, the Vendee covenants and agrees that it will perform all
its obligations to be performed under the terms of the Lease, and
hereby irrevocably authorizes and empowers the Manufacturer, in
its own name, or in the name of its nominee, or in the name of
the Vendee as its attorney, on the happening of any failure by
the Vendee so to perform, to perform or cause to be performed any
such obligation. The Manufacturer hereby agrees with the Vendee
that the amount of any such Lease payments insofar as the Lease
relates to Equipment delivered hereunder, which are in excess of
any payments of the indebtedness in respect of the purchase price
of the Equipment, together with interest thereon, which are due
and payable hereunder on or prior to the due date of the payments
from time to time made under the Lease shall be released by the
Manufacturer to or upon the order of the Vendee. Upon the full
discharge and satisfaction of the full amount of the indebtedness
in respect of the purchase price of the Equipment, together with
interest thereon, and all other payments as herein provided and
the performance of all of the Vendee's obligations herein
contained, the assignment made hereby and all rights herein
assigned to the Manufacturer shall cease and terminate, and all
estate, right, security title and interest of the Vendee granted,
assigned, transferred or set over pursuant to this Section 14 in
and to the Lease shall revert to the Vendee.
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Section t5. Defaults.

15.1. In the event that any one or more of the following

Events of Default shall occur and be continuing, to-wit:

(a) The Vendee or the Guarantor shall fail to pay in
full any sum payable by the Vendee or the Guarantor,
respectively, when payment thereof shall be due under Section
3 or 6 hereof and such default shall continue for five days;
or

(b) The Vendee or the Guarantor shall fail or:.refuse to
comply with any covenant, agreement, term or provision of
this Agreement on 1its part to be kept and performed or to
make provision satisfactory to the Manufacturer for such
compliance for more than 30 days after written notice from
the Manufacturer specifying the default and demanding the
same to be remedied; or

(c) A petition for reorganization under Section 77 of
the Bankruptcy Act, as now constituted or as said Section 77
may be hereafter amended, shall be filed by or against the
Guarantor; or

(d) Any other proceedings shall be commenced by or
against the Vendee or the Guarantor for any relief which
includes, or might result in, any modification of the
obligations of the Vendee or the Guarantor hereunder under
any bankruptcy or insolvency law, or law relating to the
relief of debtors, readjustments of indebtedness,
reorganizations, arrangements, compositions, or extensions,
and, unless such proceedings shall within 30 days from the
filing or effective date thereof be dismissed, nullified,
stayed or otherwise rendered ineffective (but then only so
long as such stay shall continue in force or such
ineffectiveness shall continue), all the obligations of the
Vendee or the Guarantor, as the case may be, under this
Agreement shall not have been duly assumed in writing,
pursuant to a court order or decree, by a trustee or trustees
or receiver or receivers appointed for the Vendee or the
Guarantor, as the case may be, or for its property in
connection with any such proceedings in such manner that such
obligations shall have the same status as obligations
incurred by such trustee or trustees or receiver or
receivers, within 30 days after such appointment, if any, or
60 days after such proceedings shall have been commenced,
whichever shall be earlier; or

(e) The Vendee shall make or suffer any unauthorized
assignment or transfer of +this Agreement or any interest

18

9

Y

fome



*)

»

herein or any unauthorized transfer of the right to
possession of any item of the Equipment; or

(f) An Event of Default shall have occurred and be
continuing under the Lease or the Sublease;

then at any time after the occurrence and during the continuance
of such an event of default the Manufacturer may, upon written
notice to the Vendee and the Guarantor and upon compliance with
any legal requirements then in force and applicable to such
action by the Manufacturer, but without prejudice to any rights
of the Vendee under the Lease or any rights of the Lessee under
the Sublease with respect to any default thereunder, cause the
Lease and/or the Sublease immediately upon such notice to
terminate as to the Equipment and/or declare the entire
indebtedness in respect of the purchase price of the Equipment,
together with the interest thereon then accrued and unpaid,
immediately due and payable, without further demand, and
thereafter the aggregate of the unpaid balance of such
indebtedness and interest shall bear interest from the date of
such declaration at the rate of 12% per annum, to the extent
legally enforceable, and the Manufacturer shall thereupon be
entitled to recover judgment for the entire unpaid balance of the
indebtedness in respect of the purchase price of the Equipment so
payable, with interest as aforesaid, and to collect such judgment
out of any property of the Guarantor or of the Vendee wherever
situated.

15.2. The Manufacturer may waive any such Event of Default
and its consequences and rescind and annul any such declaration
by notice to the Vendee and the Guarantor in writing to that
effect, and thereupon the respective rights of the parties shall
be as they would have been if no such default had existed and no
such declaration had been made. With respect to any termination
of the Lease ands/or the Sublease by the Manufacturer, the
aforesaid waiver, rescission and annulment shall be deemed made,
and the Lease ands/or the Sublease shall be deemed not to have
been terminated, if the Vendee within 30 days after receiving
written notice thereof as aforesaid, shall elect in writing to
cure such default. Notwithstanding the provisions of this
paragraph, it is expressly understood and agreed by the Vendee
and the Guarantor that time is of the essence of this Agreement
and that no such waiver, rescission or annulment shall extend to
or affect any other or subsequent default or impair any rights or
remedies consequent thereon.

15.3. Any default hereunder shall be deemed cured and not
continuing if the Vendee, prior to any sale by the Manufacturer
of the Equipment as provided in Section 16.3, shall pay or cause
to be paid to the Manufacturer the total unpaid balance of the
indebtedness in respect of the purchase price of the Equipment,
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together with interest thereon accrued and unpaid and all other
payments due under this Agreement. '

15.4. For the purposes of Sections 15.1 and 15.3, the
indebtedness in respect of the purchase price of any Equipment at
any time shall be deemed to be an amount equal +to the amount
which would be payable as a Casualty Payment (determined as set
forth in Section 6.4) on the interest payment date next
succeeding the date of such determination of indebtedness in
respect of the purchase price. :

Section 16. Remedies.

16.1., If an event of default shall have occurred and be
continuing as hereinbefore provided, then at any time after the
entire indebtedness in respect of the purchase price of the
Equipment shall have been declared immediately due and payable as
hereinbefore provided and during the continuance of such default,
the Manufacturer may, upon such further notice, if any, as may be
required for <compliance with any mandatory requirements of law
then in force and applicable to the action to be taken by the
Manufacturer, take or cause to be taken by its agent or agents
immediate possession of the Equipment, or any Item thereof,
without 1liability to return to the Vendee or the Guarantor any
sums theretofore paid and free from all claims whatsoever, except
as hereinafter in this Section 16 expressly provided, and may
remove the same from possession and use of the Vendee and the
Guarantor and for such purpose may enter upon the premises of the
Vendee or the Guarantor or where the Equipment may be located and
may use and employ in connection with such removal any supplies,
services and aids and any available trackage and other facilities
or means of the Vendee or the Guarantor, with or without process
of law.

16.2. In case the Manufacturer shall rightfully demand
possession of the Equipment in pursuance of this Agreement and
shall reasonably designate a point or points upon the 1lines of
the Guarantor for the delivery of the Equipment to the
Manufacturer, the Guarantor shall, at its own expense, forthwith
and in the usual manner, cause the Equipment to be moved to such
point or points as shall be reasonably designated by the
Manufacturer and shall there deliver the Equipment or cause it to
be delivered to the Manufacturer; and, at the option of the
Manufacturer, the Manufacturer may keep the Equipment on any of
the 1lines of railroad or premises of the Guarantor, for a period
not exceeding 180 days, until the Manufacturer shall have leased,
sold or otherwise disposed of the same, and for such purpose the
Guarantor agrees to furnish, without charge for rent or storage,
the necessary facilities at any point or points selected by the
Manufacturer reasonably convenient. The agreement to deliver the
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Equipment as hereinbefore provided 1is of the essence of this
Agreement between the parties, and, upon application to any court
of equity having jurisdiction in the premises, the Manufacturer
shall be entitled to a decree against the Vendee or the Guarantor
requiring specific performance hereof. The Vendee and the
Guarantor hereby expressly waive any and all claims against the
Manufacturer and its agent or agents for damages of whatever
nature in connection with any retaking of any Item of Eguipment
in any reasonable manner.

16.3. If an event of default shall have occurred and be
continuing as hereinbefore provided, then at any time thereafter
during the continuance of such default and after the entire
indebtedness in respect of the purchase price of the Equipment
shall have been declared immediately due and payable as
hereinbefore provided, the Manufacturer with or without the
retaking of possession thereof may, at its election, sell the
Equipment, or any Item thereof, free from any and all claims of
the Vendee, or of any other party (including the Guarantor)
claiming by, through or under the Vendee, at law or in equity, at
public or private sale and with or without advertisement as the
Manufacturer may determine; and the proceeds of such sale, less
the attorneys' fees and any other expenses incurred by the
Manufacturer in taking possession of, removing, storing and
selling the Equipment, shall be credited to the amount due to the
Manufacturer under the provisions of this Agreement.

16.4. Any sale hereunder may be held or conducted at such
place or places and at such time or times as the Manufacturer may
specify, 1in one lot and as an entirety, or in separate lots and
without the necessity of gathering at the place of sale the
property to be s0ld, and in general in such manner as the
Manufacturer may determine, provided that the Vendee and  the
Guarantor shall be given written notice of such sale not less
than 30 days prior thereto, by mail addressed as provided herein.
If such sale shall be a private sale, it shall be subject to the
rights of the Vendee and the Guarantor to purchase or provide a
purchaser, within 30 days after notice of the proposed sale
price, at the same price offered by the intending purchaser or a
better price. The Manufacturer may bid for and become the
purchaser of the Equipment, or any Item thereof, so offered for
sale without accountability to the Vendee (except to the extent
of surplus money received as hereinafter provided in this
Section), and in payment of the purchase price therefor the
Manufacturer shall be entitled to have credited on account
thereof all sums due to the Manufacturer from the Vendee
hereunder.

16.5. Each and every power and remedy hereby specifically

given to the Manufacturer shall be in addition to every other
power and remedy hereby specifically given or now or hereafter
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existing at law or in equity, and each and every power and remedy
may be exercised from time to time and simultaneously and as
often and in such order as may be deemed expedient by the
Manufacturer. All such powers and remedies shall be cumulative,
and the exercise of one shall not be deemed a waiver of the right
to exercise any other or others. No delay or omission of the
Manufacturer in the exercise of any such power or remedy and no
renewal or extension of any payments due hereunder shall impair
any such power or remedy or shall be construed to be a waiver of
any default or an acquiescence therein.

16.6. All sums of money realized by the Manufacturer under
the remedies herein provided shall be applied, first to the
payment of the expenses and 1liabilities of the Manufacturer
herein undertaken to be paid, second to the payment of interest
on the indebtedness 1in respect of the purchase price of the
Equipment accrued and unpaid and third to the payment of the
indebtedness 1in respect of the purchase price of the Equipment.
If, after applying as aforesaid all sums of money realized by the
Manufacturer, there shall remain any amount due to it under the
provisions of +this Agreement, the Manufacturer may bring suit
therefor and shall be entitled to recover a judgment therefor
against the Vendee. I1f, after applying as aforesaid all sums
realized by the Manufacturer, there shall remain a surplus in the
possession of the Manufacturer, such surplus shall be paid to the
Vendee. '

16.7. The Vendee will pay all reasonable expenses, including
attorneys!'! fees, incurred by the Manufacturer in enforcing its
remedies under the terms of this Agreement. In the event that
the Manufacturer shall bring any suit to enforce any of its
rights hereunder and shall be entitled to judgment, then in such
suit the Manufacturer may recover reasonable expenses, including
attorneys' fees and the amount thereof shall be included in such
judgment.

16.8. The foregoing provisions of this Section are subject
in all respects to all mandatory requirements of law at the time
in force and applicable thereto.

Section 17. Applicable State Laws.

17.1. Any provision of this Agreement prohibited by any
applicable law of any state, or which by any applicable law of
any state would convert this Agreement into any instrument other
than an agreement of conditional sale, shall as to such state be
ineffective, without modifying the remaining provisions of this
Agreement. Where, however, the conflicting provisions of any
applicable state law may be waived, they are hereby waived by the
Vendee to the full extent permitted by law, to the end that this
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Agreement shall be deemed to be a conditional sale and enforced
as such.

17.2. Except as otherwise provided in this Agreement, the
Vendee, to the full extent permitted by law, hereby waives all
statutory or other legal requirements for any notice of any kind,
notice of intention to take possession of or to sell the
Equipment, or any Item thereof, and any other requirements as to
the time, place and terms of sale thereof, and other requirements
with respect to the enforcement of +the Manufacturer's rights
hereunder and any and all rights of redemption.

Section 18. Payment of Expenses.

The Vendee and the Guarantor, jointly and severally, agree to
pay all reasonable costs and expenses of the first assignee of
this Agreement and of any party or parties acquiring interests in
such first assignment incident +to the printing, execution or
recording of this Agreement, of such first assignment of the
Lease and the Sublease, of any instrument supplemental or
amendatory of this Agreement, such first or second assignment,
the Lease or the Sublease and of any certificate of payment in
full of the indebtedness in respect of the purchase price of the
Equipment due hereunder including fees and expenses of counsel
and if the first assignee is an agent, the fees and disbursements
of such agent and of any successor agent or agents.

Section 19. Recording.

The Guarantor will cause this Agreement to be recorded in
accordance with Section 10.1 of the Sublease.

Section 20. Notice.

Any notice hereunder to any of the parties designated below
shall be deemed to be properly served if delivered or mailed to
it at its chief place of business at the following specified
addresses:

(a) to the Vendee: Milwaukee Land Company, Room 746,
Union Station, Chicago, 1Illinois 60606, Attention: Vice
President and Comptroller;

{b) to the Guarantor: Chicago, Milwaukee, St. Paul and
Pacific Railroad Company, 516 West Jackson Boulevard,
Chicago, Illinois 60606, Attention: Vice President - Finance
and Accounting;
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(c) to the Manufacturer: at the Manufacturer's address
specified in Schedule A hereto;

(d) to any assignee of the Manufacturer, or of the
Vendee, at such address as may have been furnished in writing
to the Vendee or the Manufacturer, as the case may be, and to
the Guarantor, by such assignee,

or at such other address as may have been furnished in writing by
such party to the other parties to this Agreement.

Section 21. Extension Not A Waiver.

No delay or omission in the exercise of any power or remedy
herein provided or otherwise available to the Manufacturer shall
impair or affect the Manufacturer's right thereafter to exercise
the same. Any extension of time for payment hereunder or _ other
indulgence duly ' granted to the Vendee shall not otherwise alter
or affect the Manufacturer's rights or the obligations of the
Vendee or the Guarantor hereunder. The Manufacturer's acceptance
of any payment after it shall have become due hereunder shall not
be deemed to alter or affect the Vendee's obligations or the

Manufacturer's rights hereunder with respect to any subsequent -

payments or defaults therein.

Section 22. Headings; Modification of Agreements.

22.1. BAll section headings are inserted for convenience only
and shall not affect any construction or interpretation of this
Agreement.

22.2. No variation or modification of this Agreement and no
waiver of any of 1its provisions or conditions shall be valid
unless 1in writing and duly executed on behalf of the
Manufacturer, the Vendee and the Guarantor. Without the prior
written consent of the Manufacturer, the Vendee will not consent
to any amendment, modification, waiver or supplement to the Lease
or the Sublease or, except in accordance with Section 14 of the
Lease, cancel or terminate the Lease prior to the payment in full
of the indebtedness in respect of the purchase price of the
Equipment, together with interest thereon.

Section 23. Law Governing.
The terms of this Agreement and all rights and obligations
hereunder shall be governed by the laws of the State of Illinois;

provided, however, that the parties shall be entitled to all
rights conferred by Section 20c of the Interstate Commerce Act
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and such additional rights arising out of the filing, recording
or depositing hereof and of any assignment hereof as shall be
conferred by the laws of the several jurisdictions in which this
Agreement or any assignment hereof shall be filed, recorded or
deposited.

Section 24, Definitions. L ;

The term "Manufacturer" whenever used in this Agreement,
means, before any assignment of any of its rights hereunder, the
Manufacturer named at the foot of this Agreement, and any
successor or successors for the time being to the manufacturing
properties and business thereof, and, after any such assignment,
any assignee or assignees for the time being of such particular
assigned rights as regards such rights, and also any assignor as
regards any rights hereunder that are retalned and excluded ' from
any assignment.

Section 25. Execution,

This Agreement may be executed in any number of counterparts,
each of which so executed shall be deemed to be an original, and
such counterparts together shall constitute but one and the same
contract, which shall be sufficiently evidenced  by.any such
or1g1na1 counterpart. Although this Agreement LS dated , for
convenience as of the date first above written,: ‘the~ actuar date
or dates of execution hereof by the parties hereto-vls or'. ‘are,
respectively, the date or dates stated in thevacknowledgments
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In Witness Whereof, the parties hereto have caused this
instrument to be executed in their respective corporate names by
their officers or representatives, thereunto duly authorized, and
their respective corporate seals to be hereunto affixed, duly
attested, all as of the date first above written.

Thrall Car Manufacturing
Company

BY,M%LW

Vice President

{Corporate Seal)

test
x~
¥ i L N e 72 e

/7\Qfsistant Secretary //r

MILWAUKEE LA OMEANY

By

President

CHICAGO, MILWAUKEE, ST. PAUL
AND PACIFIC RAILROAD COMPANY

Vice President !

RSN RN =
gfjvguww&ym~§ecretary

e
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State of e )

:ss
County of Cook)

On this ./6u\-day of August, 1974, before me personally
appeared s0.CHnisr/dws.. , to me personally known, who being by me
duly sworn, says that he 1is a Vice President of Thrall Car
Manufacturing 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
corporation by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said corporation. -~ =~

N\\

Notary Public

(Seal) o
My Commission Expires: APR 923 1975

’

State of Illinois ) R

e
S~ - . . "‘.
:Ss LA X e T
County of Cook ) IR
on thlS /’ of August, A197u before me/personally Qi
appeared /42%  to me personally known, who,. -

being by me duly sworn, says that he is a vice President of
Milwaukee Land 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
corporation by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said corporation.

Ste

77 Notary Public

Ds G 76

(Seal)

My Commission Exrires:

27

a



State of Illinois )
:ss
County of Cook )

. f August, 1974, before me personally
appeared_,tyl:gs /{¢24;Zﬁ , to me personally known, who, being by
me duly sworn, says that he 1is a Vice President of Chicago,
Milwaukee, St. Paul and Pacific Railroad 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 corporation by authority of its Board of
D1~ectors, and he acknowledged that the execution of the

v - N .
RO foreg01ng instrument was the free act and deed of said
> = gprpqiatlon. :
= ="
- —~ — 5—\
2L - Z e
S TR TS
"’,-\‘ ~, : .‘V,«’{ = ’
JC ~ (Séal) ' / /
My Commission Expires: 6;7/¢V74;%Z
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SCHEDULE A
TO

CONDITIONAL SALE AGREEMENT

AMONG

THRALL CAR MANUFACTURING COMPANY,
" MILWAUKEE LAND COMPANY

AND

CHICAGO, MILWAUKEE, ST. PAUL AND PACIFIC RAILROAD COMPANY

Name and Address
of Manufacturer:

Description of
Equipment:

Railrecad's Road
Numbers:

Base Price:
Per Item
Total

Maximum Price:
Per Item
Total

Estimated Delivery
Date(s) :

Place of Delivery:

Term of Warranty:

Thrall Car Manufacturing Company
P.0O. Box 218

Chicago Heights, Illinois 60411
Attn: Stanley Christianson

50 56'8" bulkhead flat cars

67,200-67,249

$26,500
$1,325,000

$26,500

$1,325,000

Commencing August, 1974
Chicago Heights, Illinois

One Year



SCHEDULE B

to Conditional Sale Agreement

SCHEDULE OF CASUALTY PAYMENTS

+ The Casualty Payment of an Item of Equipment payable on any date for payment of principal and
interest (or of interest only) shall mean an amount equal to the per cent of the Purchase Price (as
defined in the Conditional Sale Agreement) of such item set forth opposite such payment date below,
together with the installment of Conditional Sale Indebtedness (or, in the case of January 2, 1973,
of interest thereon) payable on such date.

"Percentage of Percentage of

Purchase Price Purchase Price
Payable as Payable as

Payment Date Casualty Payment Payment Date Casualty Payment

January 2, 1975 ............ 80.000000% October 1, 1982 ............ 54.221363%
April 1, 1975 ceteaesaeaes 79.462399 January 1, 1983 ............ 52.974849
July 1, 1975  ....... ve.ew 78910013 - April 1, 1983 ..., 51.694056
October 1, 1975 ............ 78.342437 July 1, 1983  ............ 50.378041
Januvary 1, 1976 ............ 77.759253 October. 1, 1983 ............ 49.025836
April 1, 1976  ............ 77.160031 January 1, 1984 ............ 47.636445
July 1, 1976 ............ 76.544330 April 1, 1984 e 46.208846
October 1, 1976 ............ 75.911698 July 1, 1984  ............ 44741988
Januvary 1, 1977 ............ 75,261668 October 1, 1984 ............ 43.234791
April 1, 1977 e e 74.593763 January 1, 1985 ............ 41.686147
July 1, 1977 .. .......... 73.907490 April 1, 1985  ............ 40.094914
October 1, 1977 ............ 73.202345 “July 1, 1985 ............ 38.459923
January 1, 1978 ............ 72.477808 October 1, 1985 ............ 36.779969
April 1, 1978 ... ..., 71.733346 January 1, 1986 ............ 35.053817
July 1, 1978  ............ .70.968412 April 1, 1986 et 33.280196
October 1, 1978 ............ 70.182441 July 1, 1986  ............ 31.457800
January 1, 1979 .......... L. 69.374857 October 1, 1986 ............ 29.585288
April 1, 1979 ... ......... 68.545064 Januvary 1, 1987 -............ 27.661282
July 1, 1979 ceee ey, 67.692452 April 1, 1987  ............ 25.684366
October 1, 1979 ............ 66.816393 July 1, 1987  ............ 23.653084
January 1, 1980 ............ 65.916243 October 1, 1987 ............ 21.565943
April 1, 1980  ............ 64.991338 January 1, 1988 ............ 19.421405

July 1, 1980  ............ 64.040999 April 1, 1988  ............ 17.217892 -
October 1, 1980 ............ 63.064525 July 1, 1988  ............ 14.953783
January 1, 1981 ............ 62.061198 October 1, 1988 ............ - 12.627411
April 1, 1981  ............ 61.030279 Januvary 1, 1989 ............ 10.237063
July 1, 1981  ........... ~ 59.971010 April 1, 1989  ............ 7.780981
October 1, 1981 ............ 58.882612 July 1, 1989  ............ 5.257356
January 1, 1982 ............ 57.764282 October 1, 1989 ............ 2.664332
April 1, 1982  ............ 56.615199 Janvary 1, 1990 ............ —0.000000

July 1, 1982  ............ 55.434515
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Annex I to

Conditional Sale

Agreement
EQUIPMENT LEASE
dated as of August 1, 1974
Between
MILWAUKEE LAND COMPANY,
Lessor
and
FRANKLIN SERVICE CORP.,
Lessee
* % %
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This Equipment Lease dated as of Augqust 1, 1974 between
MILWAUKEE LAND COMPANY, an Iowa corporation (the "Lessor"), and
FRANKLIN SERVICE CORP., an Oregon corporation (the "LesseeW) ;

WITNESSETH H:

WHEREAS, the Lessor and Chicago, Milwaukee, St. Paul and
Pacific Railroad Company (the "Guarantor") have entered into, or
propose to enter into, certain conditional sale agreements (the
wConditional Sale Agreements") to be dated as of the date hereof
with certain manufacturers named therein (individually, a
"Manufacturer" and, collectively, the "Manufacturers") providing
for the sale by the Manufacturers to the Lessor of items of
railroad equipment as more fully set forth in Schedule A hereto
(collectively, the "Equipment" and, individually, an "Item" or
"Item of Equipment'");:; and

WHEREAS, by instruments of Agreement and Assignment (the
"Assignments") to be dated as of the date hereof. the
Manufacturers have assigned or will assign their respective
right, security +title and interest . under the respective
conditional Sale Agreements to American National Bank and Trust
Company of Chicago, Agent for certain Interim Lenders and
Investors (the "Agent" or the "Assignee"); and

WHEREAS, the Lessee proposes to enter into an equipment lease
dated as of the date hereof (the "Sublease") with the Guarantor
providing for the 1leasing, subject to the cCconditional Sale
Agreements, of the Equipment by the Lessee to the Guarantor; and

WHEREAS, the Lessee desires to 1lease all of the Items of
Equipment or such lesser number as are delivered to and accepted
by the Lessor under the Conditional Sale Agreements on or prior
to June 1, 1975 at the rentals and for the +terms and wupon the
conditions hereinafter provided;

NOW, THEREFORE, in consideration of the premises and of the
rentals to be paid and the covenants hereinafter mentioned to be
kept and performed by the Lessee, the Lessor hereby leases the
Equipment to the Lessee upon the following terms and conditions,
namely, but subject to all the rights and remedies of the
Manufacturers and their assigns under the cConditional Sale
Agreements,

Section 1. Delivery and Acceptance of Equipment.,

Pursuant to Section 2 of the Conditional Sale Agreements, the
Manufacturers will cause each Item of Equipment to be tendered to
the Lessor at the respective places of delivery set forth in
Schedule A to the Conditional Sale Agreements. Upon such tender,



the Lessor will cause an authorized representative of the
Guarantor to inspect the same, and if such Item of Equipment is
found to conform to the specifications therefor, +to accept
delivery of such Item of Equipment and to execute and deliver to
the Lessor, the Lessee and the Manufacturer a certificate of
acceptance (hereinafter called "Certificate of Acceptance")
substantially in the form attached to the Sublease as Schedule B,
whereupon such Item of Equipment shall 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 Lease.

Section 2. Rentals and Payment Dates.

2.1. Rentals for Equipment. Subject +to the provisions of
Section 17.2, the Lessee agrees to pay the Lessor for each Item
of Equipment leased hereunder fixed rental (the "“Fixed Rental")
as follows:

() with respect to each Item delivered prior to
November 11, 1974, +there shall be payable on November 11,
1974 an amount equal to interest on the Conditional Sale
Indebtedness (as that term is defined in Section 3 of the
Conditional Sale Agreements) in respect of such Item from the
Closing Date (as defined in Section 3.2 of the Conditional
Sale Agreements) .with respect to such Item to November 11,
1974 at a rate per annum equal to 120% of +the minimum
commercial 1lending rate charged by Continental 1Illinois
National Bank and Trust Company of Chicago to its customers
of highest credit standing as in effect from time to time
during such period; and

(b) with respect to each Item delivered prior to
January 2, 1975, there shall ke payable on January 2, 1975 an
amount equal to interest on the Conditional Sale Indebtedness
in respect of such Item from the later of (i) the Closing
Date with respect to such item or (ii) November 11, 1974 to
January 2, 1975 at the rate of 11% per annum; and

(c) with respect to all 1Items leased hereunder, 60
consecutive quarterly installments of Fixed Rental each in
the aggregate amount of 2.745995% of the purchase price (as
that term is defined in the Conditional Sale Agreements) of
such Items payable on each January 1, April 1, July 1 and
October 1, commencing April 1, 1975; and

(d) three additional installments of Fixed Rental,
payable in each case on the later of (i) (A) the fifth
business day after the execution hereof, (B) October 1, 1974
and (C) January 1, 1975, resvectively, or (ii) the fifth
business day after the later of (X) execution and delivery by

]
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the respective parties thereto of the Conditional Sale
Agreements, the Sublease and the Finance and Agency Agreement
among the Guarantor, the Interim Lenders and Investors named
therein and American National Bank and Trust Company of
Chicago, as Agent or (Y) receipt of a favorable ruling by the
Internal Revenue Sexrvice to ke requested by the Guarantor as
described in Section 6 hereof, it being understood and agreed
that the amount of any installment of ¥Fixed Rental payable
under this paragraph (d) shall not exceed 2.745995% of the
aggregate purchase price of the Equipment then subject to
this lease at the date of payment of such installment but if,
subsequent to the payment of any installment under this
paragraph (d), additional Equipment shall become subject to
this Lease, then on the date of payment of the next
installment payable under this paragraph (d) or June 1, 1975,
whichever is earlier, there shall be payable as Fixed Rental
hereunder an additional amount equal to 2.745995% of the
aggregate purchase price of Equipment which became subject to
this Lease subsequent to the payment of such installment.

2.2. Place of Rent Payment. Subject to the rights of the
Assignee set forth in Section 1€ hereof, all payments provided
for in this Lease to be made to the lLessor shall be made to the
Lessor by wire transfer of Federal funds at its address set forth
in Section 20.1 hereof, or at such other place as the Lessor or
its assigns shall specify in writing. '

2.3. No Abatements or Reductions. The Lessee shall not be
entitled to any abatement of rent or reduction thereof,
including, but not limited to, abatements or reductions due to
any present or future claims of the Lessee against the Lessor
under this Lease or otherwise or against any Manufacturer or the
Assignee; nor except as otherwise expressly provided herein,
shall this Lease terminate, or the respective obligations of the
Lessor or the Lessee be otherwise affected, by reason of any
defect in or damage to or loss or destruction of all or any of
the Equipment from whatsoever cause, the taking or requisitioning
of the Equipment by condemnation or otherwise, the lawful
prohibition of Lessee's use of the Equipment, the interference
with such use by any private person or corporation, the
invalidity of unenforceability or lack of due authorization or
other infirmity of this Lease or the Sublease, or lack of right,
power or authority of the lLessor to enter into this Lease, or for
any other cause whether similar or dissimilar to the foregoing,
any present or future 1law to the contrary notwithstanding, it
being the intention of the parties hereto that the rents and
other amounts payable by the Lessee hereunder shall continue to
be payable in all events unless the obligation to pay the same
shall be +terminated pursuant to Section 11 hereof, or until,
pursuant to Section 13 hereof, the Equipment is placed and ready
for delivery to the Lessor on the Guarantor's lines, or is stored




for the Lessor on the Guarantor's lines or leaves the Guarantor's
lines for off-line delivery to the Lessor.

Section 3. Term of the Lease.

The term of this Lease as to each Item of Equipment shall
begin on the date of delivery to and acceptance by the Lessee of
such TItem of Equipment and, subject to the provisions of Section
11 hereof, shall terminate on January 1, 1990.

Section 4, Title to the Equipment.

4b.1. Retention of Title. The Lessor is acquiring full 1legal
title to the Equipment as Vendee under the Conditional Sale
Agreements (but only upon compliance with all the +terms and
conditions thereof) and it is understood that (i) Lessee shall
acquire no right, title and interest to the Equipment hereunder
except the right to use and possess the same in accordance with
the terms hereof and (ii) this Lease is in all respects subject
to the terms and provisions of the Conditional Sale Agreements.
Without limiting the generality of +the foregoing, the Lessee
hereby acknowledges that +the rights of +the Lessee and its
permitted assigns hereunder are subordinate and junior in rank to
the rights, and are subject to the remedies, of the respective
Manufacturers under the Conditional Sale Agreements.

4.2. Duty to Number and Mark Equipment. The Lessee will
cause the Guarantor to agree that it will cause each Item of
Equipment to be kept numbered and marked as required by Section
4.2 of the Sublease.

The Lessee will not place any such Item of Equipment in
operation or exercise any control or dominion over the same until
the required 1legend shall have been so marked on both sides
thereof and will replace promptly any such names and woxd or
words which may be removed, defaced or destroyed. The Lessee
will not consent to any change by the Guarantor of any road
number of any Item of Equipment except with the consent of the
Lessor and the Assignee. '

4.3. Prohibition Against Certain Designations. Except as
above provided, the Lessee will nct allow the name of any person,
association or corporation to be placed on the Equipment as a
designation that might be interpreted as a claim of ownership;
provided, however, that the Lessee may permit the Guarantor to
cause the Equipment to be lettered with the names or initials or
other insignia customarily used by the Guarantor or its

affiliates on railroad equipment used by it of the same or a
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similar type for convenience of identification of the right of
the Guarantor to use the Equipment under the Sublease.

Section 5. Disclaimer of Warranties.

THE LESSOR LEASES THIS EQUIPMENT, AS-1S, IN WHATEVER
CONDITION IT MAY BE, WITHOUT ANY AGREEMENT, WARRANTY OR
REPRESENTATION, EITHER EXPRESS OR IMPLIED, BY THE LESSOR, THE
LESSOR EXPRESSLY DISCLAIMING ANY WARRANTY OR REPRESENTATION,
EITHER EXPRESS OR IMPLIED, AS TO (A) THE FITNESS FOR ANY
PARTICULAR PURPOSE OR MERCHANTABILITY OF ANY ITEM OR ITEMS OF
EQUIPMENT INCLUDING BUT NOT LIMITED TO THEIR VALUE, CONDITION,
DESIGN OR OPERATION, (B) THE LESSOR'S TITLE THERETO, (C) THE
LESSEE'S RIGHT TO THE QUIET ENJOYMENT THEREOF, (D) THE DESIGN OR
CONDITION OF, OR THE QUALITY OF THE MATERIAL, EQUIPMENT OR
WORKMANSHIP IN, THE EQUIPMENT OR (E) 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 arpoints and constitutes the Lessee, with
full power of substitution, its agent and attorney-in-fact during
the term of this Lease, soO long as the Lessee is not in default
hereunder, to assert and enforce, from time to time, in the name
and for the account of the Lessor and the Lessee, as their
interests may appear, but in all cases at the sole cost and
expense of the Lessee, whatever claims and rights the Lessor may
have as owner of the Equipment against the Manufacturer.

Section 6. Federal Income Taxes.

The Lessor shall make an affirmative election under Section
48(d) of the Internal Revenue Code of 1954 (hereinafter called
the "Code") to treat the lessee as having acquired the Equipment
for purposes of the provisions of the Code relating to investment
tax credit. The Lessor shall, at its own expense, submit to the
Internal Revenue Service a request for a ruling by the Internal
Revenue Service that the Lessee 1is entitled to receive the
benefits of the investment tax credit. Lessor agrees that
neither it nor any corporation controlled by it, in control of
it, or under common control with it, directly or indirectly, will
at any time take any action or file any return or other documents
inconsistent with the foregoing and that each of such
corporations will file such returns, take such action and execute
such documents as may be reasonable and necessary to facilitate
accomplishment of the intent hereof.

Notwithstanding anything to the contrary contained herein,
the Lessor represents and warrants that (i) all of the Items of
Equipment constitute property the entire purchase price of which



meets the requirements of Section 50 of the Code; (ii)y at the
time the Lessee becomes the lessee of the Items hereunder, the
Items will constitute "Ynew section 38 property" within the
meaning of Section 48(b) of the Code and at the time the Lessee
becomes the lessee of the Items hereunder, the Items will not
have been used by any person so as to preclude "the original use
of such property" within the meaning of Section 48(b) of the Code
from commencing with the Lessee; (iii) at all times during the
term of this Lease, each Item will constitute "Section 38
property" within the meaning of Section 48(a) of the cCode; and
(iv) the Lessor will maintain sufficient records to verify such
use.

If at any time after payment by the Lessee of any amounts
required to be paid by Section 2.1(d) hereof, the Lessee shall
lose, or if there shall be disallowed with respect to the Lessee
any portion of the full investment tax credit provided for in
Sections 38-50 of the Code (or any successor provision thereto),
with respect to any of the Items as a result:of any amendment or
modification of the Code or of any rules or regulations
promulgated thereunder or as a result of any act or failure to
act of Lessor including without limitation the inaccuracy in law
or in fact of the representations and warranties set forth in the
next preceding paragraph, there shall be payable to the Lessee on
the next succeeding rental payment date set forth in Section 2.1
after written notice to the Lessor by the Lessee of such fact,
(i) such amount as shall, by the end of the term hereof, in the
‘reasonable opinion of the Lessee, result in an aggregate net
return equivalent +to that which would have been realized by the
Lessee if the Lessee had not made the rental payments required to
be made under Section 2.1(d) hereof and (ii) the amount of any
interest and penalty which may be assessed by the ‘United States
against the Lessee attributable to the loss of any portion of
such investment tax credit. -

Section 7. Rules, Laws and Regulations.

The Lessee agrees +to comply and to cause the Guarantor
pursuant to the Sublease to comply with all governmental 1laws,
regulations, requirements and rules (including the rules of the
United States Department of Transportation and the American
Association of Railroads) with respect to the use, maintenance
and operation of each Item of Equipment subject to this Lease.

Section 8. Use and Maintenance of Equipment.
The Lessee shall use the Equipment only in the manner for

which it was designed and intended and so as to subject it only
to ordinary wear and tear. The Lessee shall cause the Equipment
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to be kept and maintained in the same ordexr, condition and repair
as when delivered hereunder, ordinary wear and tear excepted,
suitable for use in interchange. The Lessee shall not allow any
Item of Equipment to be modified without the written authority
and approval of the Iessor which shall not be unreasonably
withheld. Any parts installed or replacements made by the Lessee
hereunder or by the Guarantor under the Sublease upon any Item of
Equipment shall be considered accessions to such Item of
Equipment and legal title thereto shall be immediately vested in
the Lessor, without cost or expense t0 the lessor.

Section 9. Liens on the Equipment.

Throughout the term of this Lease and during the neriod of
any storage of the Equipment by the Lessee rprovided for in
Section 13 or 15 hereof, the Lessee shall pay or satisfy and
discharge or cause to be paid, satisfied and discharged any and
all claims against, through or under the Lessee or the Guarantor
and its successors or assigns which, if unpaid, might constitute
or become a lien, encumbrance or charge upon the Equipment, and
any liens, encumbrances or charges which may be levied against or
imposed upon any Item of Equipment as a result of the failure of
the Lessee to perform or observe any of 1its covenants or
agreements under this lease or the failure of the Guarantor to
perform or observe any of its covenants or agreements under the
Sublease, but the Lessee shall not be required to pay, satisfy or
discharge or cause to be paid, satisfied and discharged any such
claims so 1long as the ILessee or the Guarantor shall, in good
faith and by appropriate legal proceedings, contest the validity
thereof 3in any reasonable manner which will not affect or
endanger the title and interest of the Lessor to +the Equipment.
The Lessee's obligations under this Section 9 shall survive
termination of this Lease.

Section 10. Further Assurances; Payment of Fees and Taxes.

perform any act and will execute, acknowledge, deliver, file,
register, deposit and record (and will re-file, re-register,
re~-deposit or re-record whenever required) any and all further
instruments required by law or reasonably requested by the
Lessor, for the purpose of protecting the Lessor's title to, or
the Assignee's security interest in, the Equirment to the
satisfaction of the Lessor's or the Assignee's counsel or for the
purpose of carrying out the intention of this Lease, and in
connection with any such action, will deliver to the lessor proof
of such filings and an opinion of counsel (who may ke counsel to
the Guarantor) that such action has been properly taken. The
Lessor will pay or will reimburse the Lessee for all costs,

10.1. Filing. The Lessee will, from time to +time, dJdo and



charges and expenses incident +to any such filing, re-filing,
recording, re-recording, depositing, re-depositing, registerinag
or re-registering of any such instruments or incident to the
taking of such action.

10.2. Payment of Taxes. The Lessor shall report, -pay and
discharge when due all license and registration fees,
assessments, sales, use and property taxes, gross receipts taxes
arising out of receipts from use or operation of the Equipment
hereunder and other taxes, fees and governmental charges similar
or dissimilar to the foregoing together with any penalties or
interest thereon, imposed by any state, federal or local
government upon any Item of Equipment and whether or not the same
shall be assessed against or in the name of the Lessor ox the
Lessee.

Section 11. Insurance; Payment for Casualty Occurrence.

11.1. Insurance. The Lessee will at all times after delivery
and acceptance of each Item of Equipment keep or cause the
Guarantor to keep each such Item insured by a reputable insurance
company Or companies in amounts and against risks customarily
insured against by other railroad companies on similar equipment.
Such insurance may provide that losses shall be adjusted with the
Guarantor and shall provide that the proceeds thereof shall be
payable +to the Lessor, the Assignee, the Guarantor, and the
Lessee as their interests shall appear, All proceeds .of
insurance received by the Lessor and the Assignee with respect to
any Items of Equipment not suffering a Casualty Occurrence (as
hereinafter defined) shall be paid to the Lessee upon proof
satisfactory to the Lessor and the Assignee that any damage to
any Item with respect to which such proceeds were paid has been
fully repaired. Any such proceeds of insurance received by the
Lessor and Assignee with respect to a Casualty Occurrence shall
be credited toward the payment required by this Section 11 with
respect to such Casualty Occurrence.

11.2. Duty of Lessee to Notify Lessor. In the event that any
Item of Equipment shall be or become lost, stolen, destroyed, or,
in the reasonable opinion of the Guarantor, irreparably dJdamaged
during the term of this Lease, or thereafter while the Item of
Equipment is in the possession of the Lessee pursuant to Section
13 or 15 hereof, or shall be requisitioned or taken over by any
governmental authority under the power of eminent domain or
otherwise during the term of this Lease, (any such occurrence,
except for any requisition which by its terms 1is for an
indefinite period or is for a stated period which does not exceed
the term of +this Lease, being hereinafter called a Casualty
Occurrence) , the Lessee shall promptly and fully (after it has
knowledge of such Casualty Occurrence) inform the Lessor and the

e



)

Assignee in regard thereto and shall pay the Casualty Value (as
herein defined) of such Item in accordance with the terms hereof.

11.3. Payment of Casualty loss. The Lessee, on the next date
for payment of Fixed Rental under Section 2.1(c) following a
Casualty Occurrence with respect to any Item of Equipment, shall
pay to the Lessor +the installment of Fixed Rental due on such
payment date with respect to such Item of Equipment plus a sum
equal to the Casualty Value of such Ttem of Equipment as of the
date of such payment.

11.4. Rent Termination. Upon (and not until) payment of the
Casualty Value in respect of any Item of Equipment and the rental
installment due on such payment date, the obligation to pay Fixed
Rental for such Item of Equipment accruing subsequent to the
Casualty Value payment date shall terminate, but the Lessee shall
continue to pay rent for all other Items of Egquipment.

11.5. Disposition of Equipment. The Lessee shall cause the
Guarantor, as sub-agent for the Lessor, to dispose of such Item
of Eguipment having suffered a Casualty Occurrence as soon as the
Guarantor is able to do so for the fair market value thereof.
Any such disposition shall be on an "“as is", "“where is" basis
without representation or warranty, express or implied. It is
understood and agreed that as to each separate Item of Equipment
so disposed of the Guarantor is entitled, to the extent that the
Casualty Value attributable to such Item under the Sublease has
been paid by the Guarantor to the Lessee, to retain all amounts
of such price plus any insurance proceeds and damages received by
the Guarantor by reason of such Casualty Occurrence up to the
Casualty Value attributable thereto under the Sublease and shall
remit +the excess, if any, to the Lessee. The Sublease will
provide that in disposing of such Item of Equipment, the
Guarantor shall take such action as the Lessor shall reasonably
request to terminate any contingent liability which +the Lessor
might have arising after such disposition from or connected with
such Item of Equipment.

11.6. Casualty Value. The Casualty Value of each Item of
Equipment shall be an amount determined as of *the date the
Casualty Value is paid as provided in this Section 11 (and not
the date of the Casualty Occurrence) equal to that percentage of
the Purchase Price of such Item of Equipment as is set forth in
the Schedule of Casualty Value attached here+to as Schedule B
opposite such date of payment.

11.7. Risk of Loss. The Lessee shall bear the risk of 1loss
and, except as hereinabove in this Section 11 provided, shall not
be released from its obligations hereunder in the event of any
Casualty Occurrence to any Item of Equipment from and after the
date hereof and continuing until payment of the Casualty Value




and the Fixed Rental installments due on and prior to the date of
payment of such Casualty Value in respect of such Item of
Equipment has been made, such Item or the salvage thereof has
been disposed of by the Guarantor and the title to such Item or
the salvage thereof and all risk of loss and liabilities incident
to ownership have been transferred to the purchaser of such Item
or the salvage thereof.

11.8. Eminent Domain. In the event that during the term of
this Lease the use of any Item of Equipment is requisitioned or
taken by any governmental authority under the power of eminent
domain or otherwise for an indefinite period or for a stated
period which does not exceed the term of this lease, the Lessee's
obligation 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 paid or payable hereunder for such period, and the balance,
if any, shall be payable to and retained by the Lessor as 1its
sole property.

Section 12. Annual Reports.

The Lessee will furnish to the Lessor on or before May 1 in
each year, commencing with the year 1975, an accurate statement
of its financial condition as of +the preceding year-end,
certified by the Lessee's inderendent accountants, if any, and by
a principal financial or accounting officer of the Lessee. The
officer's certification referred to in the preceding sentence
shall include a statement that such officer is not aware of any
Events of Default hereunder or under the Sublease or conditions
or events which with notice or larse of time might become such an
Event of Default or, if such officer is aware of any such Event
of Default or condition or event, specifying the same and the
nature thereof.

Section 13. Return of Equipment Upon Expiration of Term.

Upon the expiration of the term of this Lease with respect to
any Item of Equipment, the Lessee will, at the request of the
L.essor, deliver or cause the Guarantor to deliver possession of
such Item of Equipment to the lessor upon such storage tracks of
the Guarantor as the Lessor may designate, or in the absence of
such designation, as the Guarantor may select, and permit the
Lessor to store such Item of Equipment on such tracks for a
period not exceeding 180 days and transport the same at any time
within such 180 day period to any reasonable place on the lines
of railroad operated by the Guarantor or to any connecting
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carrier for shipment, all as directed by the Lessor upon not less
than 30 days' written notice to the Lessee. All movement and
storage of each such Item is to ke at the risk and expense of the
Lessee. During any such storage period the Lessee will permit
the Lessor or any person designated by it, including the
authorized representative or representatives of any rrospective
purchaser of any such Item, +t0 inspect the same; provided,
however, that the Lessee shall not be liable, except in the case
of negligence of the Lessee or of its employees or agents, for
any injury to, or the death of, any person exercising, either on
behalf of the Lessor or any prospective purchaser, the rights of
inspection granted under this sentence. During any such storage
period the Lessee shall maintain the Items of Equipment in such
manner as the Lessee normally maintains similar equipment owned
or leased by it in similar storage circumstances. The
assembling, delivery, storage and transporting of the Equipment
as hereinbefore provided are of the essence of this Lease, and
upon application to any court of equity having jurisdiction in
the premises the Lessor shall be entitled to a decree against the
Lessee requiring specific performance of the covenants of the
Lessee to so assemble, deliver, store and transport the
Equipment.

Section 14. Default.

14.1. Events of Default. Any of the following events shall

constitute an Event of Default hereunder:

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

(b) The Lessee shall make or permit any unauthorized
assignment or transfer of this Lease, or of possession of the
Equipment, oOr any portion thereof, and shall fail or refuse
to cause such assignment or transfer to be cancelled by
agreement of all parties having an interest therein and to
recover possession of such Equipment within 30 days after
written notice from the Lessor to the Lessee demanding such
cancellation and recovery of possession; oxr

(c) An Event of Default under the Sublease shall have
occurred and be continuing; or

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

(e) Any other proceedings shall be commenced by or
against the Lessee for any relief under any bankrugtcy 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 indebtedness payable
hereunder).

14.2. Remedies. Subject to the provisions of Section 14 of
the Conditional Sale Agreements, if any Event of Default has
occurred and is continuing, the Lessor, at its option, may:

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

(b) By notice in writing to the lessee, terminate this
Lease, whereupon all right of the Lessee to the use of the
Equipment shall absolutely cease and terminate as though this
Lease had never been made, but the lLessee 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, kut 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 is such
accrued number of days in such full rental period and the
denominator is the total number of days.in such full rental
period) and also to recover forthwith from the Lessee (i) as
damages for loss of the bargain and not as a penalty, 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 Lease over the then present worth of
the then fair rental value of such 1Item for such period
computed by discounting from the end of such term to the date
of such termination rentals which the ILessor 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 6% per annum discount, compounded dquarterly
from the respective dates upcn which rentals would have been
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payable hereunder had this lLease not been terminated, and
(ii) any damages and expenses, 1including reasonable
attorney's fees, in addition thereto which the Lessor shall
have sustained by reason of the breach of any covenant or
covenants of this Lease, other +than for the payment of
rental.

14.3. Cumulative Remedies. The remedies in this Lease
provided in favor of the Lessor shall not be deemed exclusive,
but shall be cumulative and shall ke in addition to all other
remedies in its favor existing at law or in equity. The Lessee
hereby waives any mandatory requirements of law, now or hereafter
in effect, which might 1limit or modify any of the remedies herein
provided, to the extent that such waiver is permitted by law.
The Lessee hereby waives 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 be asserted by the Lessee on its
behalf in connection with the lease of the Equipment.

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

14.5. Termination by Assignee of Conditional Sale
Agreements. Anything in this Lease to the contrary

notwithstanding, if the Assignee of the Conditional Sale
Agreements shall, upon the occurrence of an Event of Default as
defined therein, state in a written notice to the Lessor and
Lessee that this Lease terminates with respect to all or part of
the Equipment leased hereunder, +this lease shall, immediately
upon receipt by Lessee of such notice, terminate as +to all or
such part of the Equipment and the rights of the Lessee hereunder
shall at all times and in all respects be subject and subordinate
to the rights and remedies of the Assignee under the Conditional
Sale Agreement.

Section 15. Return of Equipment Upon Default.

15.1. Lessee's Duty to Return. If the Lessor or the Assignee
shall terminate this Lease in whole or in part pursuant to
Section 14 hereof, the Lessee shall forthwith cause possession of
the Equipment, or such portion thereof as to which this Lease is
terminated, to be delivered to the Lessor. For the purpose of
delivering possession of any Item of Equipment to the Lessor as
above required, the Lessee shall:
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(a) Cause the Guarantor to forthwith place - such
Equipment in such reasonable storage place on the Guarantor's
lines of railroad as the Lessor may designate or, in the
absence of such designation, as the Guarantor may select;

(b) Permit the Lessor to store such Equipment in such
reasonable storage place on the Guarantor's lines of railroad
for a period not exceeding 180 days at the risk of the
Lessee; and

(c) Cause the Guarantor to transport the Equipment, at
any time within such 180 days' period, to any place on the
lines of railroad operated by the Guarantor or to any
connecting carrier for shirment, all as the Iessor may
reasonably direct upon not less than 30 days' written notice
to the Lessee.

15.2. Specific Pexrformance. The assembling, delivery,
storage and transporting of the Equipment as hereinbefore
provided are of the essence of this Lease, and upon application
to any court of equity having jurisdiction in the premises, the
Lessor shall be entitled to a decree against the Lessee requiring
specific performance of the covenants of the lessee sO to cause

delivery, storage and transportation of the Equipment.

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

Section 16. Assignments by Lessor.

This Lease and all rent and other sums due and to become due
hereunder and other rights of the Lessor hereunder have been
assigned to the respective Manufacturers of Items of Equipment
subject hereto pursuant to Section 14 of the Conditional Sale
Agreements, and all rent and other sums due and to kecome due
hereunder shall be paid by wire transfer of Federal funds to the
Assignee at such bank or trust company in the United States of
America as the Assignee shall from time to +time specify in
writing. Without 1limiting the foregoing, the Lessee further
acknowledges and agrees that (i) the rights of the Assignee in
and to the sums payable by the Lessee under any provisicns of
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this Lease shall not be subject to any abatement whatsoever, and
shall not be subject to any defense, set-off, counterclaim or
recoupment whatsoever whether by reason of or defect in lLessor's
title, or any interference from whatsoever cause (other than from
a wrongful act of the Assignee) in the wuse, operation or
possession of the Equipment or any part thereof, or any damage to
or loss or destruction of the Equipment or any part thereof, or
by reason of any other indebtedness or liability, howsoever and
whenever arising, of the Lessor tc the Lessee or +to any other
person, firm or corporation or to any governmental authority or
for any cause whatsoever, it being the intent hereof that, except
in the event of a wrongful act on the part of the Assignee, the
Lessee, subject to Section 17.2 hereof, shall be unconditionally
and absolutely obligated to pay the Assignee all of the rents and
other sums which are the subject matter of the assignment, and
(ii) the Assignee 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 the Assignee) which
by the terms of this Lease are permitted or provided to be
exercised by the Lessor.

Section 17. Assignments by Lessee; Use and Possession.

17.1. Assignment of Sublease. To further secure the payment
of the full amount of the Fixed Rental and all other payments as
herein provided and for the performance of +the Lessee's
obligations herein contained, the lessee hereby assigns,
transfers and sets over unto the Lessor, and grants a security
interest in, all the Lessee's right, title and interest, as
lessor under the Sublease, together with all rights, powers and
privileges, and all other benefits of the Lessee as lessor under
the Sublease, including, without limitation, except as
hereinafter provided, the immediate right to receive and collect
all rentals and profits and other sums payable to or receivable
by the Lessee under or pursuant to the provisions of the
Sublease, and the right to make all waivers and agreements, to
give all notices, consents and releases, to take all action upon
the happening of an Event of Default under the Sublease and to do
any and all other things whatsocever which the Lessee, as lessor,
is or may Dbecome entitled to do under the Sublease. In
furtherance of the foregoing assignment, the Lessee hereby
irrevocably authorizes and empowers the Lessor, in its own name,
or in the name of its nominee, or in the name of the lessee, or
as its attorneys, to ask, demand, sue for, collect and receive
any and all sums to which the Iessee is or may become entitled
under the Sublease and to enforce compliance by the Guarantor
with all the terms and provisions of the Sublease. The Lessee
further agrees to notify promptly the Lessor of any Event of
Default under the Sublease of which it has notice. This
assignment being made only as security shall not subject the
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Lessor to, or transfer, or pass, or in any way affect or modify,
the liability of the Lessee as 1lessor under the Sublease, it
being understood and agreed that notwithstanding this assignment,
or any subsequent assignment, all obligations of the Lessee to
the Guarantor, as lessee, under the Sublease, shall be and remain
enforceable by the Guarantor, its successors and assigns,
against, and only against, the lLessee. Further, the Lessee
covenants and agrees that it will perform all of its obligations
to be performed under +the terms of the Sublease, and hereby
irrevocably authorizes and empowers the lLessor, in its own name,
or in the name of its nominee, or in the name of the Lessee, as
its attorney, on the happening of any failure by the Lessee to
perform or cause to be performed, any such obligation. The
Lessor hereby agrees with the lLessee that the amount of any such
payments of Fixed Rental or of Casualty Value under the Sublease
which are in excess of any payments of the Fixed Rental or of
Casualty Value, as the case may be, due and payable hereunder are
not assigned hereby and shall be released by the Lessor to or
upon the order of the Lessee. Upon the full discharge and
satisfaction of the full amount of the Fixed Rental, and all
other payments as herein provided and the performance of all of
the Lessee's obligations herein contained, the assignment made
hereby and all rights herein assigned to the Lessor shall cease
and terminate, and all estate, right, security title and interest
of the Lessee granted, assigned, transferred or set over pursuant
to this Section 17.1 in and to the Sublease shall revert to the
Lessee.

17.2. Limitation of lessee's Obligation. Notwithstanding any
other provision of this Lease, it is understood and agreed by the
Lessor that all amounts payable by the Lessee under and pursuant
to this Lease (other than amounts payable under Section 2.1(d)),
shall be payable only from and out of the Equipment, the Sublease
and the sums payable thereunder and the obligation of the
Guarantor thereunder; and the Lessor agrees that it will look
solely to the Equipment, Sublease and Guarantor and that it shall
have no claim or right to proceed against the Lessee in its
individual corporate capacity, or any incorporator or any past,
present or future subscriber to +the capital stock of, or
stockholder, officer orxr director of, the Lessee. The Lessor by
the acceptance of this Lease waives and releases the liability of
"the Lessee in its individual corporate capacity, and any
incorporator or any past, present or future subscriber to the
capital stock, or stockholder, officer or director of the Lessee,
and agrees to 1look solely to the Equipment and 1its rights
hereunder, the sums due and to become due under the Sublease and
the obligation of the Guarantor thereunder, for the payment of
the Fixed Rental and all other payments and obligations as herein
provided.
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17.3. Lessee's Rights to the Eguipment. Subject always to
the provisions of, and to the rights of the Manufacturers under
the Conditional Sale Agreements, so long as the Lessee shall not
be in default under this Lease, the Lessee shall be entitled to
the possession and wuse of the Equipment in accordance with the
terms of this Lease, but, without the prior written consent of
the Lessor, the Lessee shall not assign, transfer or encumber its
leasehold interest under this Lease in any of the Equipment. The
L.essee shall not, without +the prior written consent of the
Lessor, part with the possession or control of, or suffer or
allow to pass out of its possession or control, any of the
Equipment, except to the extent permitted by +the provisions of
Section 17.2 of the Sublease.

17.4. Merger, Consolidaticn or RAcquisition of Lessee.
Nothing in this Section 17 shall be deemed to restrict the right
of Lessee to assign or transfer its leasehold interest under this
Lease in the Equipment or possession of the Equipment to any
corporation (which shall have duly assumed the obligations
hereunder of ILessee) into or with which the Lessee shall have
become merged or consolidated or which shall have acquired the
property of Lessee as an entirety or substantially as an
entirety; provided that such assignment or transfer shall not

result in any Event of Default hereunder.

Section 18. Opinion of Lessee's Counsel.

On or prior to the Closing Date first occurring under any of
the Conditional Sale Agreements, the Lessee will deliver +to the
ARgent such number of counterparts of the written opinion of
counsel for the Lessee as the B2agent may reasonably request,
addressed to the Lessor and the Agent, in scope and substance
satisfactory to the lLessor and the Agent to the effect that:

(a) The Lessee is a corporation legally incorporated
and validly existing, in good standing, under the laws of the
State of Oregon;

(b) The Lessee has the corporate or other power and
authority to own its rroperty and carry on its business as
now being conducted and to carry out the terms of this Lease
and the Sublease;

(c) This Lease and the Sublease have each been duly
authorized, executed and delivered Lky the Lessee and
constitute the valid, legal and binding agreements of the
Lessee enforceable in accordance with their respective terms;
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(d) No approval, consent of, or filing with, any public
regulatory body is required with respect to the entering into
or performance by the Lessee of this Lease or the Sublease;

(e) The execution and delivery by the Lessee of this
Lease and the Sublease do not violate any provision of any
law, any order of any court or governmental agency, the
Charter or By-laws of the Lessee, or any indenture,
agreement, or other instrument to which the Lessee is 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 constitute
(with due notice and/or lapse of time) a default under any
such indenture, agreement or other instrument, or result in
the creation or imposition of any lien, charge or encumbrance
of any nature whatsoever upon any of the property or assets
of the Lessee, except upon the leasehold estate of the Lessee
hereunder; and

() As to any other matter which the Lessor or the
Agent shall reasonably request.

Section 19. Interest on Overdue Rentals and Amounts Paid By
Lessor.

Anything to the contrary herein contained notwithstanding,
any nonpayment of rentals due hereunder, or amounts expended by
the Lessor on behalf of +the IlLessee, shall result in the
additional obligation on the part of the Lessee to pay an amount
equal to 12% per annum (or the lawful rate, whichever is less) on
the overdue rentals and amounts expended for the period of time
during which they are overdue or expended and not repaid.

Section 20. Miscellaneous.

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

If to the Lessor: Milwaukee Land Company
Room 746
Union Station
Chicago, Illinois 60606
Attention: Vice President
and Comptroller
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If to the Lessee: Franklin Service Corp.
517 S.W. Stark Street
Portland, Oregon 97204
Attention: John M. Wied

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

20.2. Execution in Counterparts. This Lease, and any lease
supplemental hereto, may ke executed in several counterparts,
each of which so executed shall be deemed to be an original and
in each case such counterparts shall constitute but one and the
same instrument.

20.3. Law Governing. This Lease shall be construed in
accordance with the laws of Illinois; provided, however, that the
parties shall be entitled to all rights conferred by any
applicable federal statute, rule or regqulation.

MIIWAUKEE LAND COMPANY

By

Vice President
LESSOR

(Corporate Seal)

Attest:

Secretary

FRANKLIN SERVICE CORP.

Ry ——
Vice President

(Corporate Seal)

Attest:
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State of Illinois )
: S8
County of Cook )
On this day of Aaugust, 1974, before me personally
appeared r tOo me personally known, who

being by me duly sworn, says that he is a Vice President of
Milwaukee Land 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
corporation by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said corporation.

Notary Public
(Seal)

My Commission Expires:

State of Oregon

L Y B

ss
County of
On this day of BRAuqust, 1974, before me personally
appeared s tO me personally known, who being

by me duly sworn, says that he is a Vice President of Franklin
Service Corp., that one of the seals affixed to the foregoing
instrument is the corporate seal of said corporation, that said
instrument was signed and sealed on behalf of said corporation by
authority of its Board of Directors, and he acknowledged that the
execution of the foregoing instrument was the free act and deed
of said corporation.

Notary Public
(Seal)

My Commission Expires:
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SCHEDULE A

to Equipment Lease
between

MILWAUKEE LAND COMPANY
and

FRANKLIN SERVICE CORP,

Manufacturer

Paccar Inc

Paccar Inc

Thrall Car Manufacturing Company

United States Railway
Manufacturing Company

Pullman Standard Division
Pullman Incorporated

General Motors Corporation
(Electro-Motive Division)

General Electric Company

Description of

Equipment

80 50/
100-ton
box cars

40 60’
70-ton
high cube
box cars

50 56'8”
bulkhead
flat cars

70 50’
70-ton
box cars

S5 60/
100-ton
high cube
box cars

10 GP-38
2,000 H.P.
Locomotives

8 U-30-C
3,000 H.P.

Locomotives

Railroad’s
Road Numbers

4,400~ 4,479

4,213- 4,252

67,200-67,249

50,500-50,569

4,171- 4,175

356- 365

5,651- 5,658
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SCHEDULE B
to Equipment Lease
between
MILWAUKEE LAND COMPANY, LESSOR
and

FRANKLIN SERVICE CORP., LESSEE

SCHEDULE OF CASUALTY VALUE

The Casualty Value of an Item of Equipment payable on any Fixed Rental payment date shall
mean an amount equal to the per cent of the Purchase Price (as defined in the Conditional Sale Agree-
ments) of such item set forth opposite such payment date below, together with the payment of Fixed
Rental in respect of such Item payable on such date:

Percentage of Percentage of

Purchase Price Purchase Price

(as defined in (as defined in

the Conditional the Conditional

Sale Agreements) Sale Agreements)
Fixed Rental Payable as Fixed Rental Payable as

Payment Date Casualty Value Payment Date Casualty Value

Janvary 2, 1975 ............ 94.8315% October 1, 1982 . ........... 70.1599%
April 1, 1975 ... ..., .. 94,6864 January 1, 1983 ............ 68.8335
July 1, 1975 ... .. ... 94.4742 April 1, 1983 ... ........ 67.4412
October 1, 1975 ............ 94.1932 July 1, 1983 ... ..., 65.9805
Janvary 1, 1976 ............ 93.8970 October 1, 1983 ............ 63.0610
April 1, 1976  ............ 93.5385 January 1, 1984 ............ 62.9862
July 1, 1976 . ... ....... 1 93.1166 April 1, 1984 ... .. ..., 61.4517
October 1, 1976 ............ 92.6300 July 1, 1984 ... ........ 59.8449
Janvary 1, 1977 ........... . 92.1419 October 1, 1984 . ........... 58.1635
April 1, 1977 ... ... ..., 91.5911 January 1, 1985 ............ 56.5586
July 1, 1977 .. .......... 90.9763 April 1, 1985  ............. 54.8786
QOctober 1, 1977 ............ 90.3069 July 1, 1985  ............ 53.1211
January 1, 1978 ............ 89.6557 October 1, 1985 ............ 51.2763
April 1, 1978 ... ......... 88.9523 January 1, 1986 ............ 49.5350
July 1, 1978 . ... . ..... 88.1961 April 1, 1986  ............ 47.7054
October 1, 1978 ............ 87.3947 July 1, 1986  ............ 45.7920
Januvary 1, 1979 ............ 86.5989 October 1, 1986 ............ 43,7930
April 1, 1979 ... ... ..... 86.3359 January 1, 1987 ............ 41.8957
July 1, 1979 ... ......... 84.8633 April 1, 1987 ... ... ... 399109
October 1, 1979 ............ 83.9110 July 1, 1987  ............ 37.8360
January 1, 1980 ............ 82.9900 October 1, 1987 ............ 35.6678
April 1, 1980  ............ 82.0023 January 1, 1988 ............ 33.6162
July 1, 1980  ............ 80.9781 April 1, 1988 ... ... .. ..., 31.4675
October 1, 1980 ............ 79.8839 July 1, 1988  ............ 29.2186
Janvary 1, 1981 ............ 78.8285 October 1, 1988 ............ 26.8666
April 1, 1981  ............ 77.7149 January 1, 1989 ............ 24.6446
July 1, 1981  ............ 76.5389 April 1, 1989 ... .. ..., 22.3148
October 1, 1981 ............ 75.3018 July 1, 1989 .. .......... 19.8739
January 1, 1982 ............ 74.1114 October 1, 1989 ............ 17.3178

April 1, 1982  ............ 72.8589 January 1; 1990 ............ 15.0000
July 1, 1982  ............ 71.5420 z
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Annex II to
Conditional Sale
Agreement

EQUIPMENT LEASE
dated as of August 1, 1974
Between

FRANKLIN SERVICE CORP.,
Lessor

and

CHICAGO, MILWAUKEE, ST. PAUL AND PACIFIC RAILROAD COMPANY,

Lessee
* % %
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This Equipment Lease dated as of August 1, 1974 Dbetween
Franklin Service Corp., an Oregon corporation (the "Lessor'") and
Chicago, Milwaukee, St. Paul And Pacific Railroad Company, a
Wisconsin corporation (the "Lessee") ;

WITNEGSSETH:

Whereas, Milwaukee Land Company, an Iowa corporation (the
"Vendee"), and the Lessee have entered into or propose to enter
into certain conditional sale agreements (the "Conditional Sale
Agreements") to be dated as of +the date hereof with certain
manufacturers named therein (individually, a "Manufacturer" and,
collectively, the "Manufacturers") providing for the sale by the
Manufacturers to the Vendee of items of railroad equipment
described in Schedule A hereto (collectively, the "Equipment®
and, individually, an "Item" or "Item of Fquipment"); and

Whereas, the Vendee and +the ILessor have entered into an
equipment lease (the "Lease%") dated as of the date hereof, a copy
of which has been delivered to the Lessee, providing for the
leasing, subject to the Conditional Sale Agreements, of the
Equipment by the Vendee to the Lessor; and

Whereas, by instruments of Agreement and Assignment (the
"Assignments") to be dated as of +the date hereof the
Manufacturers have assigned or will assign their respective
right, security title and interest under the respective
Conditional Sale Agreements to American National Bank and Trust
Company of cChicago, Agent for certain Interim Lenders and
Investors (the "Agent" or the "Assignee"); and

Whereas, the Lessee desires to lease all of +the 1Items of
Equipment or such lesser number as are delivered to and accepted
under the Conditional Sale Agreements on or prior to June 1,
1975, at the rentals and for the terms and upon the conditions
hereinafter provided;

Now, Therefore, in consideration of the premises and of the
rentals +o be paid and the covenants hereinafter mentioned to be
kept and performed by the Lessee, the Lessor hereby 1leases the
Equipment to the Lessee upon the following terms and conditions,
namely, but subject +to all the rights and zremedies of the
respective Manufacturers and their assigns under the Conditional
Sale Agreements.



Section 1. Delivery and Acceptance of Equipment.

Pursuant to Section 2 of the Conditional Sale Agreements, the
Manufacturers will cause each Item of Equipment to be tendered to
the Lessee at the respective places of delivery set forth in
Schedule A to the Conditional Sale Agreements. Upon such tender,
the Lessee will cause an authorized representative of the lLessee
to inspect the same, and if such Item of Equipment is found to
conform to the specifications therefor, to accept delivery of
such Item of Equipment and to execute and deliver +*o +the Ilessor
and to the Vendee and the Manufacturer a certificate of
acceptance (hereinafter <called "Certificate of Acceptance')
substantially in the form attached hereto as Schedule R,
whereupon such Item of Equipment shall be deemed to have been
delivered to and accepted by the Lessee and shall be subject
thereafter to all of the terms and conditions hereof.

Section 2, Rentals and Payment Dates.

2.1.. Rentals for Equipment. The Lessee agrees to pay the
Lessor for each Item of Equipment leased hereunder fixed rental
(the "Fixed Rental") as follows:

(a) with respect to each 1Item delivered prior to
November 11, 1974, there shall be payable on November 11,
1974 an amount equal to interest on the Conditional Sale
Indebtedness (as that term is defined in Section 3 of the
Cconditional Sale Agreements) in respect of such Item from the
Closing Date (as defined in Section 3.2 of the Conditional
Sale Agreements) with respect to such Item to November 11,
1974 at a rate per annum equal to 12C% of the minimum
commercial 1lending rate charged Ly Continental 1I1llinois
National Bank and Trust Company of Chicago to its customers
of highest credit standing as in effect from time to time
during such period; and

(b) with respect to each 1Item delivered prior to
January 2, 1975, there shall ke payable on January 2, 1975 an
amount equal to interest on the Conditional Sale Indebtedness
in respect of such Item from the later of (i) the Closing
Date with respect to such item or (ii) November 11, 1974 to
January 2, 1975 at the rate of 11% per annum; and

"(c) with respect to all Items 1leased hereunder, 60
consecutive gquarterly installments of Fixed Rental each in
the aggregate amount of 2.746412% of the purchase price (as
that +term is defined in the Conditional Sale Agreements) of
such Items payable on each January 1, April 1, July 1 and
October 1, commencing April 1, 1975; and

tay
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(d) one additional installment of Fixed Rental, in the
aggregate amount of .887985% of the purchase price of all
Items leased hereunder, payable on the later of (i) January
1, 1975, or (ii) the fifth business day after the later of
() execution and delivery by the respective parties thereto
of the Conditional Sale Agreements, the Lease and the Finance
and Agency Agreement (the "Finance Agreement") among the
Lessee (as Guarantor), the Interim Lenders and Investors
named therein and American National Bank and Trust Company of
Chicago, as Agent or (B) receipt of a favorable ruling by the
Internal Revenue Service to be requested by the Lessee and
referred to in Section 6 of the Lease, it being understood
and agreed that the amount of the installment of Fixed Rental
payable under this paragraph (d) shall not exceed .887985% of
the aggregate purchase price of the Equipment then subject to
this equipment lease at the date of payment of such
installment but if, subsequent to the payment of the
installment hereunder, additional Equipment shall become
subject to this Lease, then on June 1, 1975, there shall be
payable as Fixed Rental hereunder an additional amount equal
to .887985% of the aggregate purchase price c¢f Equipment
which became subject to this Lease subsequent to the payment
of such installment; and

(¢) one additional installment of Fixed Rental in the
aggregate amount of 7.35% of the purchase price of all Items
leased hereunder, payable on January 1, 1990; provided,
however, that the installment of Fixed Rental payable under
this paragraph (e) shall not be required to be made if (i)
all payments of Fixed Rental required under this Section 2.1
shall have been made within five days of the due date thereof
and (ii) the Lessee has complied with all other covenants and
obligations to be performed or complied with by it hereunder
in all material respects.

2.2. Place of Payment. Subject to the rights of the Vendee
set forth in Section 16 hereof, all payments required to be made
to the lessor hereunder shall be made to the Lessor by wire
transfer of Federal funds at its address set forth in Section
20.1 hereof, or at such other place as the Lessor or its assigns
shall specify in writing.

2.3. Net Lease. This equipment 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
against the Lessor under this Lease or otherwise or against the
Vendee, any Manufacturer or the Assignee; nor except as otherwise
expressly provided herein, shall this equipment lease terminate,
or the respective obligations of the Lessor or the Lessee be
otherwise affected, by reason of any defect in or damage to or



loss or destruction of all or any of the Equipment from
whatsoever cause, the taking or requisitioning of the Equipment
by condemnation or otherwise, the lawful prohibition of 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 equipment
lease, or lack of right, power or authority of +the Lessor to
enter into this equipment lease, or for any other cause whether
similar or dissimilar to the foregoing, any present or future law
to the contrary notwithstanding, it being the intention of the
parties hereto that the rents and other amounts payable by the

Lessee hereunder shall continue to be payable in all events -

unless the obligation to pay the same shall be terminated
pursuant to Section 11 hereof, or until, pursuant to Section 13
hereof, the Equipment 1is placed and ready for delivery to the
Lessor on the the lessee's lines, or is stored for the Lessor on
the Lessee's 1lines or leaves the Lessee's lines for off-line
delivery to the Lessor.

2.4, Federal Income Taxes. The Lessor, as lessee of the
Equipment under the Lease, shall be entitled to such deduction,
credits and other benefits as are provided by the Internal
Revenue Code of 1954, as amended to the date hereof, to a lessee
of property, including, without limitation, +the Investment Tax
Credit with respect to the Equipment.

Section 3. Term.

The term of this equipment lease as to each Item of Equipment
shall begin on the date of delivery to and acceptance by the
Lessee of such Item of Equipment and, subject to the provisions
of Section 11 hereof, shall terminate on January 1, 1990.

Section 4. Title To The Equipment.

4.1. Retention of Title. The Vendee has acquired full legal
title to the Equipment under the Conditional Sale Agreements (but
only upon compliance with all the terms and conditions thereof)
and has granted to the Lessor the right to use and possess the
Equipment pursuant to the Lease and it 1is understood that (i)
Lessee shall acquire no right, title and interest +to the
Equipment hereunder except the .right to use and possess the same
in accordance with the terms hereof notwithstanding the delivery
of the Equipment to and the possession and use thereof by the

Lessee and (ii) this equipment lease is in all respects subject

to the terms and provisions of the Conditional Sale Agreements.

4.2. Duty to Number and Mark Equipment. The Lessee will
cause each Ttem of Equipment to be kept numbered with its road

)



number as set forth in Schedule A hereto and will keep and
maintain each Item of Equipment plainly, distinctly, permanently
and conspicuously marked by a plate or stencil printed in
contrasting color upon each side of each Item of Equipment in
letters not less than one inch in height as follows:

WSUBLEASED FROM FRANKLIN SERVICE CORP.,
SUBLESSOR AND LESSEE FROM MILWAUKEE LAND
COMPANY, LESSOR AND VENDEE - AND SUBJECT
TO A SECURITY INTEREST RECORDED WITH THE
I.c.c."

with appropriate changes thereof and additions theretc as from
time to time may be required by law in order to protect the title
of the Vendee to0 such Item of Equipment, its rights under the
Lease and the rights of the Bank, the Assignee and any assignee
under Section 16 of +the Lease. The lLessee will not place any
such Item of Equipment in operation or exercise any control or
dominion over the same until the required legend shall have been
so marked on both sides thereof and will replace promptly any
such names and word or words which may be removed, defaced or
destroyed. The Lessee will not change the road number of any
Item of Equipment except with the consent of the Lessor, the
Vendee and the Assignee and in accordance with a statement of new
road numbers to0 be substituted therefor, which consent and
statement previously shall have been filed with the Lessor by the
Lessee and filed, recorded or deposited in all public offices
where this equipment lease shall have been filed, recorded or
deposited.

4.3, Prohibition Against Certain Designations. Except as
above provided, the Lessee will not allow the name of any person,
association or corporation to ke placed on the Equipment as a
designation that might be interpreted as a claim of ownership;

lettered with the names or initials or other insignia customarily
used by the Lessee or its affiliates on railroad equipment used
by it of the same or a similar type for convenience of
identification of the right of the Lessee to use the Equipment
hereunder.

Section 5. Disclaimer of Warranties.

THE LESSOR LEASES THIS EQUIPMENT, AS-IS, IN WHATEVER
CONDITION IT MAY BE, WITHOUT ANY AGREEMENT, WARRANTY OR
REPRESENTATION, EITHER EXPRESS OR IMPLIED, BY THE LESSOR, THE
LESSOR EXPRESSLY DISCLAIMING ANY WARRANTY OR REPRESENTATION,
EITHER EXPRESS OR IMPLIED, AS TO (A) THE FITNESS FOR ANY
PARTICULAR PURPOSE OR MERCHANTABILITY OF ANY ITEM OR ITEMS OF
EQUIPMENT INCLUDING BUT NOT LIMITED TO THEIR VALUE, CONDITION,



DESIGN OR OPERATION, (B) THE ©LESSCR'S TITLE THERETQO, (C) THE
LESSEE'S RIGHT TO THE QUYET ENJOYMENT THEREOF, (D) THE DESIGN OR
CONDITION OF, OR THE QUALITY OF THE MATERIAL, EQUIPMENT OR
WORKMANSHIP 1IN, THE EQUIPMENT, OR (E) ANY CTHER 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 appoints and constitutes the Lessee its agent
and attorney-in-fact and hereby substitutes the Lessee for the
Lessor as agent and attorney-in-fact of the Vendee pursuant to
Section 5 of the Lease during the term of this equipment lease,
sO long as the Lessee is not in default hereunder, to assert and
enforce, from time +to time, in the name and for the account of
the Lessor, the Vendee and the lLessee, as their interests may
appear, but in all cases at the sole cost and expense of the
Lessee, whatever claims and rights the Lessor or the Vendee may
have as owner or lessee of the Equipment under the lease against
any Manufacturer.

Section 6. Lessee!'s Indemnity.

6.1. Scope of Indemnity. The Lessee shall defend, indemnify
and save harmless the ILessor and +the Assignee and their
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, 1liability,
cost 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 (i) relating to the
Equipment or any part thereof, including without 1limitation,
the construction, -purchase, delivery, installation,
ownership, leasing or xreturn of the Equipment or as a result
of the use, maintenance, repair, replacement, operation or
the condition thereof (whether defects are latent or
discoverable by the lLessor or by the Lessee), (ii) by reason
or as the result of any act or omission of the Lessee for
itself as agent or attorney-in-fact for the Lessor hereunder,
(iii) as a result of claims for patent infringements, or (iv)
as a result of claims for negligence or strict liability in
tort.

6.2. Continuation of 1Indemnities and Assumptions. The
indemnities and assumptions of 1liability in this Section 6
contained shall continue in full force and effect notwithstanding
the termination of this equipment lease, or the termination of
the term hereof in respect of any one or more Items of Fquipment,
whether by expiration of time, by operation of law or otherwise;

Tar
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provided, however, that such indemnities and assumption of
liability shall not apply in respect of any matters referred to
in paragraph (a) of Section 6.1 hereof, occurring after the
termination of this equirment lease, except for any such matters
occurring before the return of the Equipment to the possession of
the Lessor as provided in Sections 13 or 15, as the case may be.
The Lessee shall be entitled to control, and shall assume full
responsibility for, the defense of such claim or liability.

Section 7. Rules, Laws and Regulations.

The Lessee agrees to comply with all governmental laws,
regulations, requirements and rules (including the xrules of the
United States Department of Transportation and Interstate
Commerce Commission and the American Association of Railroads)
with respect to the use, maintenance and operation of each Item
of Equipment subject to this equipment lease. In case any
equipment or appliance is required to be installed cn such Item
of Equipment in order tc comply with such laws, requlations,
requirements and rules, the Lessee agrees to make such changes,
additions and replacements, without cost or exrense to the
Lessor.

Section 8. Use and Maintenance of Equipment.

The Lessee shall use the Equipment only in the manner for
which it was designed and intended and so as to subject it only
to ordinary wear and tear. The Lessee shall, at its own cost and
expense, maintain and keep the Equipment in the same oxder,
condition and repair as when delivered hereunder, ordinary wear
and tear excepted, suitable for use in interchange. The Lessee
shall not modify any Item of Equipment without the written
authority and approval of the Lessor and the Vendee which shall
not be unreasonably withheld. Any parts installed or
replacements made by the Iessee upon any Item of Equipment shall
be considered accessions to such Item of Equipment and title
thereto shall be immediately vested in the Vendee, without cost
or expense to the Lessor.

Section 9. Liens on the Equipment.

Throughout the term of this equipment lease and during the
period of any storage of the Egquipment by the Lessee provided for
in Section 13 or 15 hereof, the Lessee shall pay or satisfy and
discharge any and all claims against, through or under the Lessee
and its successors or assigns which, if unpaid, might constitute
or become a lien, encumbrance or charge upon the Equipment, and
any liens, encumbrances or charges which may be levied against or



imposed wupon any Item of Equipment as a result of the failure of
the Lessee to perform or obsexrve any of its covenants or
agreements under this equipment lease, but the Lessee shall not
be required to pay or discharge any such claims so 1lIong as it
shall, in good faith and by appropriate legal proceedings contest
the validity thereof in any reasonable manner which will not
affect or endanger the interest of the lLessor in the Equipment.
The Lessee's obligations under this Section 9 shall survive
termination of this equipment lease.

Section 10. Filing, Payment of Fees and Taxes.

10.1. Filing. Prior to the delivery and acceptance of the
first Item of Equipment, the Lessee will, at its sole expense,
cause this equipment lease, the Lease, the cConditional Sale
Agreements and the instruments of assignment thereof to be duly
filed, recorded or deposited in conformity with Section 20c of
the Interstate Commerce Act and in such other places within or
without the United States as may ke necessary for the protection
of the Vendee's title or the security interest of the Assignee
and will furnish the Lessor and said persons proof thereof. The
Lessee will, from time to time, do and perform any other act and
will execute, acknowledge, deliver, file, register, deposit and
record (and will re-file, re-register, re-deposit or re-record
whenever required) any and all further instruments required by
law or reasonably requested by the Lessor and said persons for
the purpose of protecting the Vendee's title to, or the
Assignee's security interest in the Equipment to the satisfaction
of the Vendee's or the Assignee's counsel or for the purpose of
carrying out the intention hereof and in connection with any such
action, will deliver to the Lessor and said persons proof of such
filings and an opinion of the lLessee's counsel that such action
has been properly taken. The Lessee will pay all costs, charges
and expenses incident to any such filing, re-filing, recording,
re-recording, depositing, re-depositing, registering or
re-registering of any such instruments or incident to 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 registration fees, assessments, sales, use and
property taxes, gross receipts taxes arising out of receipts from
use or operation of the Equipment, and other taxes, fees and
governmental charges similar oxr dissimilar +to the foregoing
(excluding any tax measured by the Lessor's net income and any
gross receipts or gross income taxes in substitution for or by
way of relief from the payment of taxes measured by such net
income, provided that the lessee agrees to pay (i) that portion
of any such tax on or measured by rentals payable hereunder or
the net income therefrom which is in direct substitution for, or

1
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which reljieves the Lessee from, a tax which the Lessee would
otherwise be abligated to pay under the terms of this Section,
and (ii) any tax measured by rentals payable hereunder or the net
income therefrom which is imposed by any commonwealth or state aor
political subdivision thereof, other than the State of Oregon or
any political subdivision thereof), together with any penalties
or interest thereon, imposed by any state, federal or 1local
government upon any Item of Equipment and whether or not the same
shall be assessed against or in the name of the Lessor or the
Lessee; provided, however, that the lLessee shall not be required
to pay or discharge any such tax or assessment (i) so long as it
shall, in good faith and by appropriate legal proceedings,
contest +the validity thereof in any reasonable manner which will
not affect or endanger the interests of the Lessor, the Vendee
and the Assignee in the Equirment; however, the Lessee shall
reimburse the Lessor for any damages or expenses resulting from
such failure to pay or discharge, or (ii) as to assessments
against or in the name of anyone other than the Lessee, until 20
days after written notice thereof shall have been given to the
Lessee.

Section 11. Insurance; Payment for Casualty Occurrence.

11.1. Insurance. The Lessee will at all times after delivery
and acceptance of each Item of Equipment, at 1its own expense,
keep or cause to be kept each such Item insured by a reputable
insurance company or companies in amounts and against risks
customarily insured against by other railroad companies on
similar equipment. Such insurance may provide that losses shall
be adjusted with the Lessee and shall provide that the proceeds
thereof shall be payable to the Lessor, the Vendee, the Assignee
and the Lessee, as their interests shall appear. All proceeds of
insurance received by the Lessor, the Vendee or the Assignee with
respect to any Items of Equipment not suffering a Casualty
Occurrence (as hereinafter defined) shall be paid to the Lessee
upon proof satisfactory to the Lessor, the Vendee and the
Assignee that any damage to any Item with respect to which such
proceeds were paid has been fully repaired. Any such proceeds of
insurance received by the lessor, the Vendee or the Assignee with
respect t0o a Casualty Occurrence shall be credited toward the
payment required by this Section 11 with respect to such Casualty
Occurrence.

11.2. Duty of Lessee to Notify Lessor. In the event that any
Item of Equipment shall be or become lost, stolen, destroyed, or,
in the reasonable opinion of the Lessee, irreparably damaged
during the term hereof or thereafter while the Item of Equipment
is in possession of the Lessee pursuant to Section 13 oxr 15
hereof, or shall be requisitioned or taken over by any
governmental authority under the power of eminent domain or




otherwise during the term hereof (any such occurrence, except for
any requisition which by its terms is for an indefinite period or
is for a stated period which does not exceed the term hereof,
being hereinafter called a Casualty Occurrence), the Lessee shall
promptly and fully (after it has knowledge of such Casualty
Occurrence) inform the Lessor, the Vendee and the Assignee in
regard thereto and shall pay the Casualty Value (as herein
defined) of such Item in accordance with the terms hereof.

11.3. Payment of Casualty Loss. The Lessee, on the next
succeeding Fixed Rental payment date following a Casualty
Occurrence with respect to any Item of Equipment, shall pay to
the Lessor the rental installment due on such payment date with
respect to such Item of Equipment plus a sum equal to the
Casualty Value of such Item of Equipment as of the date of such
payment.

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

11.5. Disposition of Equipment. The Lessee shall, as agent
for the Lessor and sub-agent for the Vendee, dispose of such Item
of Equipment having suffered a Casualty Occurrence as soon as it
is able to do so for the fair market value thereof. Any such
disposition shall be on an "as is", "where is" basis without
representation or warranty, express or implied. As to each
separate Item of Equipment so disposed of the Lessee may retain
all amounts of such price plus any insurance proceeds and damages
received by +the Lessee by reason of such Casualty Occurrence up
to the Casualty Value attrikutable thereto and shall remit the
excess, if any, to the Lessor. 1In disposing of such Item of
Equipment, the Lessee shall take such action as the Lessor shall
reasonably request +to terminate any contingent liability which
the Lessor might have arising after such dispositon from or
connected with such Item of Equipment.

11.6. Casualty Value. The Casualty Value of each Item of
Equipment shall be an amount determined as of the date the
Casualty Value is paid as provided in this Section 11 (and not
the date of the Casualty Occurrence) equal to that percentage of
the Purchase Price of such Item of Equipment as is set forth in
the Schedule of Casualty Value attached hereto as Schedule C
opposite such date of payment; provided, however, that, if the
Lessor shall not have been required to pay the amounts of rental
specified in Section 2.1(d) of the Lease, the Casualty Value of
each Item of Equipment hereunder shall be deemed to be an amount
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equal to the Casualty Value payable with respect to such Item of
Equipment under Section 11 of the lease.

11.7. Risk of Loss. The Lessee shall bear the risk of 1loss
and, except as hereinabove in this Section 11 provided, shall not
be released from its obligations hereunder in the event of any
Casualty Occurrence to any Item of Equipment from and after the
date hereof and continuing until payment of the Casualty Value
and the Fixed Rental installments due on and prior to the date of
payment of such Casualty Value in respect of such 1Item of
Equipment has been made, such Item or the salvage thereof has
been disposed of by the Lessee and the title to such Item or the
salvage thereof and all risk of loss and liabilities incident to .
ownership have been transferred to the purchaser of such Item or
the salvage thereof.

11.8. Eminent Domain. In the event that during the term of
this equipment lease the use of any Item of Equipment is
requisitioned or taken by any governmental authority under the
power of eminent domain or otherwise for an indefinite period or
for a stated period which does not exceed the term of this
equipment lease, the Lessee's obligation to pay rent shall
continue for the duration of such requisitioning or taking. The
I.essee 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 paid or payable hereunder for such
period, and the balance, if any, shall be payable to and retained
by the Lessor as its sole property.

Section 12. Annual Reports.

12.1. Duty of Lessee to Furnish. On or before May 1 in each
year, commencing with the year 1975, the Lessee will furnish to
the Lessor and to the Assignee an accurate statement, as of the
preceding December 31, (a) showing the amount, description 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
months (or since the date hereof, in the case of the first such
statement), and such other information regarding the condition or
repair of the Equipment as the lessor or the Assignee may
reasonably request, (b) stating that, in the case of all
Equipment repainted during the period covered by such statement,
the markings required by Section 4.2 hereof shall have been
preserved or replaced, and (c¢) describing the insurance coverage,
if any, maintained by the lLessee pursuant to Section 11.1 hereof.

12.2. lessor's Inspection Rights. The Lessor and the
Assignee each shall have the right, at its sole cost and expense
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by its authorized representative, to inspect the Equipment and
the Lessee's records with respect thereto, at such times as shall
be reasonably necessary to confirm to the Lessor or, as the case
may be, the Assignee the existence and proper maintenance thereof
during the continuance hereof.

12.3. Financial Reports. The Lessee will furnish to the
Lessor at the same time reports are required to be furnished to
the Assignee, such reports as are required to be furnished to the
Assignee pursuant to Section 10 of the Finance Agreement.

Section 13. Return of Equipment Upon Expiration of Term.

Upon the expiration of the term of this equipment 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 Lessee may select, and
permit the Lessor to store such Item of Equipment on such tracks
for a period not exceeding 180 days and transport the same at any
time within such 180 day period to any reasonable place on the
lines of railroad operated by the Lessee or to any connecting
carrier for shipment, all as directed by the Lessor upon not less
than 30 days' written notice to the Lessee. All movement and
storage of each such Item is to ke at the risk and expense of the
Lessee. During any such storage period the Lessee will permit
the Lessor or any person designated by 1it, including the
authorized representative or representatives of any prospective
purchaser of any such Item, to inspect +the same; rrovided,
however, that the Lessee shall not be liable, except in the case
of negligence of the Lessee or of its employees or agents, for
any injury to, or the death of, any person exercising, either on
behalf of the Lessor or any prospective purchaser, the rights of
inspection granted under this sentence. During any such storage
period the Lessee shall maintain the Items of Equipment in such
manner as the Lessee normally maintains similar equipment owned
or leased by it in similar storage circumstances. The
assembling, delivery, storage and transporting of the Equipment
as hereinbefore provided are of the essence of this Lease, and
upon application to any court of equity having jurisdiction in
the premises the Lessor shall be entitled to a decree against the
Lessee requiring specific performance of the covenants of the
Lessee to so assemble, deliver, store and +transport the
Equipment.

12
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Section 14, Default.

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

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

{(b) The Lessee shall make or permit any unauthorized
assignment or transfer of +this equipment lease, or of
possession of the Equipment, or any portion thereof, and
shall fail or refuse to cause such assignment or transfer to
be cancelled by agreement of all parties having any interest
therein and to recover possession of such Equipment within 30
days after written notice from the Lessor to the Lessee
demanding such cancellation and recovery of possession; or

(c) Default shall be made in the observance or
performance of any other of the covenants, conditions and
agreements on the part of the Lessee contained herein or in
the cConditional Sale Agreements and such default shall
continue for 30 days after written notice from the lLessor to
the Lessee, specifying the default and demanding the same to
be remedied; or

(d) A petition for reorganization under Section 77 of
the Bankruptcy Act, as now constituted or as said Section 77
may be hereafter amended, shall be filed by or against the
Lessee; orx

{e) Any other proceedings shall be commenced by or
against the Lessee for any relief which includes, or might
result in, any modification of the obligations of the Lessee
hereunder under any bankruptcy or insolvency law, or law
relating to the relief of debtors, readjustments of
indebtedness, reorganizations, arrangements, compositions, or
extensions, and, unless such proceedings shall within 30 days
from +the filing or effective date therecof be dismissed,
nullified, stayed or otherwise rendered ineffective (but then
only so long as such stay shall continue in force oxr such
ineffectiveness shall continue), all the obligations of the
Lessee hereunder shall not have been duly assumed in writing,
pursuant to a court order or decree, by a trustee or trustees
or receiver or receivers arppointed for the lLessee or for its
property in connection with any such proceedings in such
manner that such obligations shall have the same status as
obligations incurred by such trustee or trustees or receiver
or receivers, within 30 days after such appointment, if any,
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or 60 days after such proceedings shall have been commenced,
whichever shall be earlier.

14.2. Remedies. Subject to the provisions of Section 17.1 of
the Lease, 1if any Event of Default has occurred and is
continuing, the Lessor, at its option, may:

(2a) Proceed by appropriate court action or actions,
either at law or in equity, to enforce performance by the
Lessee of the applicakle covenants hereof or to recover
damages for the breach thereof; or

(b) By notice in writing to the lessee, terminate this
equipment lease, whereupon all right of the lLessee to the use
of the Equipment shall absolutely cease and terminate as
though this equipment lease had never been made, but the
Lessee shall remain 1liable as hereinafter provided; and
thereupon, the Lessor may by its agents enter wupon the
premises of the Lessee or other premises where any of the
Egquipment 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 is such accrued number of days in such full
rental period and the denominator is 90) and also to recover
forthwith from the Lessee (i) as damages for 1loss 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
equipment lease over the then present worth of the then fair
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 6% pexr annum discount, compounded quarterly from the
respective dates upon which rentals would have been payable
hereunder had this equipment lease not been terminated, and
(ii) any damages and expenses, including reasonable
attorney's fees, 1in addition thereto which the Lessor shall
have sustained by reason of the kreach of any covenant or
covenants of this equipment lease, other than for the payment
of rental.
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14,3, Cumulative Remedies. The remedies herein 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 its
favor exisitng at law or in equity. The Lessee hereby waives any
mandatory requirements of law, now or hereafter in effect, which
might limit or modify any of the remedies herein provided, to the
extent that such waiver is permitted by law. The Lessee hereby
waives 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 be asserted by +the 1ILessee on its behalf in
connection with the lease of the Equipment.

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

14.5. Termination by Assignee of conditional Sale
Agreements. Anything herein to the contrary notwithstanding, if
the Assignee of the Conditional Sale Agreements shall, upon the
occurrence of an Event of Default as defined therein, state in a
written notice to the Lessor and lessee that this equipment lease
is terminated with respect to part or all of the Equipment, this
equipment lease shall, immediately upon receipt by Lessee of such
notice, terminate as to all or such part of the Equipment and the
rights of the Lessee hereunder shall at all times and in all
respects be subject and subordinate to the rights and remedies of
the Assignee under the Conditional Sale Agreements.

Section 15. Return of Equipment Upon Default.

15.1. Lessee's Duty to Return. If the Lessor or the Assignee
shall terminate this equipment lease with respect to part or all
of the Equipment pursuant to Section 14 hereof, the Lessee shall
forthwith deliver possession of the Equipment, or such part
thereof as to which this equipment lease shall have been
terminated, to the Lessor or elsewhere at the Lessor's request.
For the purpose of delivering possession of any Item of Equipment
as above required, the Lessee shall at its own cost, expense and
risk (except as hereinafter stated):

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

(b) Permit the Iessor to store such Fquipment in such
reasonable storage rlace on the Lessee's lines of railroad
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for a period not exceeding 180 days at +the risk of the
Lessee; and

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

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

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

Section 16. Assignments By Lessor.

This equipment lease and all Fixed Rental due and to become
due under Section 2.1(c) hereof have been assigned to the . Vendee
pursuant to Section 17 of +the Lease, and the Vendee's right
thereto has been or will be assigned to the Manufacturers
pursuant to Section 14 of the Conditional Sale Agreements. All
Fixed Rental due and to become due under Section 2.1(c) hereof
shall be paid by wire transfer of Federal funds to the Assignee
at such bank or trust company in the United States of America as
the Assignee shall from time to time specify in writing. Without
limiting the foregoing, the Lessee further acknowledges and
agrees that (i) the rights of the Assignee in and to the sums
payable by +the Lessee under any provisions of this equipment
lease shall not be subject to any abatement whatsoever, and shall
not be subject to any defense, set-off, . counterclaim or
recoupment whatsoever whether by reason of or defect in Lessor's
leasehold interest, or any interference from whatsoever cause
(other than from a wrongful act of the Assignee) in the use,
operation or possession of the Equipment or any part thereof, or
any damage to or loss or destruction of the Equipment Or any part
thereof, or by reason of any other indebtedness or liability,
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howsoever and whenever arising, of the Lessor to the Lessee or to
any other person, firm or corporation or +to any governmental
authority or for any cause whatsoever, it being the intent hereof
that, except in the event of a wrongful act on the part of the
Assignee, the Lessee shall be unconditionally and absolutely
obligated to pay the Assignee all of the rents and other sums
which are the subject matter of the assignment, and - (ii) the
Assignee 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 the Assignee) which by the
terms hereof are permitted or provided to be exercised by the
Lessor.

Section 17. Assignments By Lessee; Use and Possession.

17.1. Lessee's Rights to the Equipment. So 1long as the
Lessee shall not be in default hereunder, the Lessee shall be
entitled to the possession and use of the Equipment in accordance
with the terms hereof, but, without the prior written consent of
the Lessor, the Lessee shall not assign, transfer or encumber its
leasehold interest under this equipment lease in any of the
Equipment. The Lessee shall not, without the prior written
consent of the Lessor, part with the possession or control of, or
suffer or allow to pass out of its possession or control, any of
the Equipment, except to the extent permitted by +the provisions
of Section 17.2 hereof.

17.2. Use and Possession on Lines Other Than lLessee's Own.
The Lessee shall be entitled to the possession of +the Equipment
and to the use thereof upon the 1lines of railroad owned or
operated by it (either alone or jointly) or by any corporation a
majority of whose wvoting stock (i.e., having ordinary voting
power for the election of a majority of its Board of Directors)
is owned directly or indirectly by the Lessee, or upon lines of
railroad over which the Lessee or such corporation has trackage
or other operating rights or over which Equipment of the Lessee
is regularly operated pursuant to contract, but only upon and
subject to all the terms and conditions hereof. Notwithstanding
the foreqgoing, the Lessee will not assign any Item of Equipment
to service including the regular operation and maintenance
thereof outside the United States of America. NoO assignment or
sublease entered into by the Lessee hereunder shall relieve the
Lessee of any liability or obligations hereunder which shall ke
and remain those of a principal and not a surety.

17.3. Merger, cConsolidation or Acquisition of Lessee.
Nothing in this Section 17 shall ke deemed to restrict the right
of Lessee to assign or transfer its leasehold interest hereunder
in the Equipment or possession of the Equipment to any
corporation (which shall have duly assumed the obligations
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hereunder of Lessee) into or with which +the Lessee shall have
become merged or consolidated or which shall have acquired the
property of Lessee as an entirety or substantially as an
entirety; provided that such assignment or transfer shall not

Section 18. Opinion of Lessee's Counsel.

On or prior to the first Closing Date under the Conditional
Sale Agreements, the Lessee will deliver to the Agent such number
of counterparts of the written opinion of counsel for the Lessee
and the Vendee as the Agent may reasonably request, addressed to
the Lessor and the Agent, in scope and substance satisfactory to
the Lessor and the Agent, to the effect that:

(2) The Lessee and the Vendee are corporations 1legally
incorporated and validly existing, in good standing, under
the laws of the State of Wisconsing

{b) The Lessee and the Vendee have the corporate or
other power and authority to own their respective property
and carry on their respective business as now being conducted
and are duly qualified to do business as foreign corporations
in all states in which such qualification 1is necessary to
carry out the terms of this equipment lease, the Lease, the
Conditional Sale Agreements and the Finance Agreement;

(c) The Lease, -the Finance Agreement and the
conditional Sale Agreements have each been duly authorized,
executed and delivered by the Vendee and constitute the
valid, legal and binding agreements of the Vendee enforceable
in accordance with their respective terms;

(d) This equipment lease, the conditional Sale

" Agreements and the Finance Agreement have each been duly

authorized, executed and delivered by the Lessee and

constitute the wvalid, 1legal and binding agreements of the
Lessee enforceable in accordance with their terms;

(e) This equipment lease, the Lease, the Conditional
Sale Agreements and the assignments thereof have each been
filed and recorded with the Interstate Commerce Commission
pursuant to Section 20c of the Interstate Commerce Act and no
other filing, recording or depositing is necessary to protect
the Vendee's title and the Manufacturers' security title to
the Equipment in the United States of America;

(f) No approval, consent of, or filing with, any pubic

regulatory body is required with respect to the entering into
or performance by the Lessee or the vendee of the Conditional
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Sale Agreements, the Finance Agreement, this equipment lease
or the Lease;

(g) The execution and delivery by the Vendee of the
Conditional Sale Agreements, the Finance Agreement and the
Lease do not violate any provision of any law, any order of
any court or governmental agency, the Charter or By-laws of
the Vendee, or any indenture, agreement, or other instrument
to which the Vendee is 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 constitute (with due notice and/or lapse
of time) a default under any such indenture, agreement or
other instrument or result in the creation or imposition of
any lien, charge or encumbrance of any nature whatsoever upon
any of the property or assets of the Vendee, except upon the
legal title of the Vendee to the Equipment;

(h) The execution and delivery by the Lessee of the
Conditional Sale Agreements, the Finance Agreement and this
equipment lease do not violate any provision of any law, any
order of any court or governmental agency, the Charter or By-
laws of the Lessee, or any indenture, agreement, or other
instrument to which the Lessee is 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 constitute (with due notice
and/or lapse of time) a default under any such indenture,
agreement or other instrument, or result in the creation or
imposition of any lien, charge or encumbrance of any nature
whatsoever upon any of the property or assets of the Lessee,
except upon the leasehold estate of the Lessee hereunder; and

(i) As to any other matter which the Lessor or the
Agent shall reasonably request.

Section 19. Interest on Overdue Rentals and Amounts Paid By
Lessor.

Anything to the contrary herein contained notwithstanding,
any nonpayment of rentals due hereunder, or amounts expended by
the Lessor on behalf of the Lessee, shall result in the
additional obligation on the part of the Lessee to pay an amount
equal to 12% per annum (or the lawful rate, whichever is less) on
the overdue rentals and amounts expended for the period of time
during which they are overdue or expended and not repaid.
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Section 20. Miscellaneous.

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

If to the lessor: Franklin Service Corp.
517 S.W. Stark Street
Portland, Oregon
Attention: John M. Wied

If to the Lessee: Chicago, Milwaukee, St. Paul
and Pacific Railroad Company
516 West Jackson Boulevard
Chicago, Illinois 60606
Attention: Vice President

Finance and Accounting

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

20.2. Execution in Counterparts. This equipment lease, and
any lease supplemental hereto, may be executed in several
counterparts, each of which so executed shall be deemed to be an
original and in each case such counterparts shall constitute but
one and the same instrument.

20.3. Law Governing. This Lease shall be construed in
accordance with the laws of Illinois:; provided, however, that the
parties shall be entitled to all rights conferred by any
applicable federal statute, rule or regulation.

FRANKLIN SERVICE CORP.

By

Vice President
(Corporate Seal) :

Attest:

Secretary

20
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a)

(Corporate Seal)

Attest:

Secretary

21

CHICAGO, MILWAUKEE, ST. PAUL
AND PACIFIC RAILROAD COMPANY

By

Vice President



State of Oregon )
: ss
)

County of
On this day of August, 1974, before me personally
appeared to me personally known, who being by me duly

sworn, says that he is a Vice President of FRANKLIN SERVICE
CORP., that-one of the seals affixed to the foregoing instrument
is the corporate seal of said corporation, that said instrument
was signed and sealed on behalf of said corporation by authority
of its Board of Directors, and he acknowledged that the execution
of the foregoing instrument was the free act and deed of said
corporation. :

Notary Public
(Seal)

My Commission Expires:

State of Illinois)
:ss
County of Cook )

On this day of August, 1974, before me personally
appeared to me personally known, who being by me
duly sworn, says that he is a Vice President of CHICAGO,
MIIWAUKEE, ST. PAUL AND PACIFIC RAILROAD 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 corporation by authority of its Board of
Directors, and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said
corporation. :

Notary Public
(Sseal)

My Commission Expires:
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SCHEDULE A

to Equipment Lease
between

FRANKLIN SERVICE CORP.
and
CHICAGO, MILWAUKEE, ST. PAUL AND PACIFIC RAILROAD COMPANY

Description of Railroad’s
Manufacturer Equipment Road Numbers
Paccar Inc 80 50/ 4,400- 4,479
100-ton
box cars

Paccar Inc 40 60’ 4,213~ 4,252
70-ton
high cube
box cars

Thrall Car Manufacturing Company 50 56’8” 67,200-67,249
bulkhead
flat cars

United States Railway 70 50’ 50,500-50,569
Manufacturing Company 70-ton
box cars

Pullman Standard Division 5 60 4,171- 4,175
Pullman Incorporated 100-ton

high cube

box cars

General Motors Corporation 10 GP-38 356- 365
(Electro-Motive Division) 2,000 H.P.
Locomotives

General Electric Company 8 U-30-C 5,651- 5,658
3,000 H.P.
Locomotives
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SCHEDULE B
to Equipment Lease

CERTIFICATE OF ACCEPTANCE
UNDER EQUIPMENT LEASE

To: Franklin Service Corp.
("Lessor")

Milwaukee Land Company
("Vendee")

("Manufacturer")

I, a duly appointed inspector and authorized representative
of CHICAGO, MILWAUKEE, ST. PAUL AND PACIFIC RAILROAD COMPANY
("Lessee") and of the above named Lessor, do hereby certify that
I have inspected, received, approved and accepted delivery, on
behalf of the Lessee and under the Equipment Lease dated as of
August 1, 1974 between the Lessor and the Lessee, and on behalf
of the Vendee under the Conditional Sale Agreement dated as of
August 1, 1974 among the Manufacturer, the Vendee and the Lessee,
of the following Items of Equipment ("Equipment®):

Type of Equipment.....cccceeceece.
ManUEaCtUTer..e. ceeees caceennenna
Place Accepted. . .cccececceccenccacs
Date Accepted..ccceccaccccccnasnse
Number of ItemS..cccccceccecccccses
NUMbEered..ecceccecceccsccaccnacas

I do further certify that the foregoing Equipment is in good
order and condition, and conforms to the Specifications
applicable thereto, and at the time of delivery to the Lessee
there was plainly, distinctly, permanently and conspicuously
marked in contrasting colors upon each side of each Item of
Equipment the following legend in letters not less than one inch
in height:

"SUBLEASED FROM FRANKLIN SERVICE CORP.,
SUBLESSOR AND LESSEE FROM MILWAUKEE LAND
COMPANY, LESSOR AND VENDEE -~ AND SUBJECT
TCO A SECURITY INTEREST RECORDED WITH THE
I.c.c."



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

Inspector and Authorized
Representative of Lessee

I
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SCHEDULE C

to Equipment Lease

between
FRANKLIN SERVICE CORP., LESSOR
and

CHICAGO, MILWAUKEE, ST. PAUL AND PACIFIC RAILROAD COMPANY, LESSEE

SCHEDULE OF CASUALTY VALUE

The Casualty Value of an Item of Equipment payable on any Fixed Rental payment date shall
mean an amount equal to the per cent of the Purchase Price (as defined in the Conditional Sale Agree-
ments) of such items set forth opposite such payment date below, together with the payment of Fixed
Rental in respect of such Item payable on such date:

Percentage of Percentage of

Purchase Price Purchase Price

(as defined in (as defined in

the Conditional the Conditional

Sale Agreements) Sale Agreements)
Fixed Rental Payable as Fixed Rental Payable as
Payment Date Casualty Value Payment Date Casualty Value

January 2, 1975 ............ 108.2930% October 1, 1982 ............ 70.1599%
April 1, 1975 ... ... 108.1479 Japuary 1, 1983 ............ 68.8335
July 1, 1975 ... ... ... 107.9357 April 1, 1983 ... . ..., 67.4412
October 1, 1975 ............ 107.6547 July 1, 1983 ... ......... 65.9805
January 1, 1976 ............ 107.3585 October 1, 1983 ............ 63.0610
April 1, 1976 .. .......... 107.0000 January 1, 1984 ............ 62.9862
July 1, 1976 ... 106.5781 April 1, 1984 ... . ... ... 61.4517
October 1, 1976 ............ 106.0915 July 1, 1984 ... ....... 59.8449
January 1, 1977 ............ 105.6034 October 1, 1984 ............ 58.1635
April 1, 1977 ... ..o L. 105.0526 Janvary 1, 1985 ............ 56.5586
July 1, 1977 ... ... ... 104.4378 April 1, 1985  .......... 54.8786
October 1, 1977 ............ 103.7684 July 1, 1985  ............ 53.1211
January 1, 1978 ............ 98.6301 October 1, 1985 ............ 51.2763
April 1, 1978 ... ... 97.9267 Janvary 1, 1986 ............ 49,5350
July 1, 1978 ............ 97.1705 April 1, 1986  ............ 47.7054
October 1, 1978 ............ 96.3691 July 1, 1986  ............ 45,7920
January 1, 1979 ............ 95.5733 October 1, 1986 ............ 43.7930
April 1, 1979 ... 95.3103 January 1, 1987 ............ 41.8957
July 1, 1979 ... ... ..., 93.8377 April 1, 1987 ... ... ..., 39.9109
October 1, 1979 ............ 92.8854 July 1, 1987 ... ... ..., 37.8360
January 1, 1980 ............ 87.4771 October 1, 1987 ............ 35.6678
April 1, 1980  ............ 86.4894 January 1, 1988 ............ 33.6162
July 1, 1980  ............ 85.4652 April 1, 1988  ............ 31.4675
October 1, 1980 ............ 84.3710 July 1, 1988  ............ 29.2186
Janvary 1, 1981 ............ 83.3156 October 1, 1988 ............ 26.8666
April 1, 1981 ... ....... 82.2020 January 1, 1989 ............ 24.6446
July 1, 1981  ............ 81.0260 April 1, 1989  ....... PR 22.3148
October 1, 1981 ............ 79.7889 July 1, 1989 ... ... ... 19.8739
January 1, 1982 ............ 74.1114 October 1, 1989 ............ 17.3178
April 1, 1982 ... ...... 72.8589 January 1, 1990 .......... 15.0000

July 1, 1982  ............ 71.5420
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AGREEMENT AND ASSIGNMENT

Agreement And Assignment dated as of August 1, 1974, between:
the corporation named as Manufacturer at the foot of this
Agreement (the "Manufacturer") and AMERICAN NATIONAL BANK AND
TRUST COMPANY OF CHICAGO, as Agent (the "Assignee"),

Whereas, the Manufacturer, MILWAUKEE LAND COMPANY, an Iowa
corporation (the "Vendee®") and CHICAGO, MILWAUKEE, ST. PAUL AND
PACIFIC RAILROAD COMPANY, a Wisconsin corporation (the
“"Guarantor"), have entered into a Conditional Sale Agreement
dated as of August 1, 1974 (the "Conditional Sale Agreement")
providing for the construction, sale and delivery on the
conditions therein set forth, by the Manufacturer and the
purchase by the Vendee of the railroad equipment described in
Schedule A to the Conditional Sale Agreement (collectively the
"Equipment" and individually "Item" or "Items of Equipment") and
including the unconditional guaranty by the Guarantor of all
obligations of the Vendee under the Conditional Sale Agreement;
and

Whereas, the Assignee, the Vendee and the Guarantor have
entered into a Finance and Agency Agreement dated as of August 1,
1974 (the "Finance Agreement") providing for the acquisition from
the Manufacturer by the Assignee of the right, title and interest
of the Manufacturer under the Conditional Sale Agreement, subject
to the conditions set forth below; and

Whereas, the Vendee has entered into an equipment lease (the
"Lease") dated as of August 1, 1974 with FRANKLIN SERVICE CORP.,
an Oregon corporation (the "Lessee") in the form attached as
Annex I to the Conditional Sale Agreement providing, among other
things, for the leasing of the Equipment by the Vendee to the
Lessee and the Lessee has entered into an equipment lease (the
"Sublease") dated as of August 1, 1974 with the Guarantor in the
form attached as 2Annex II to the Conditional Sale Agreement
providing, among other things, for the leasing of +the Equipment
by the Lessee to the Guarantor.

Now, Therefore, This Agreement and Assignment (the
“Assignment") ,

WITNESSETH:

That, in consideration of the sum of One Dollar ($1.00) and
other good and valuable consideration paid by the Assignee to the
Manufacturer, the receipt of which is hereby acknowledged, as
well as of the mutual covenants herein contained:



Section 1. Assignment by Manufacturer. The Manufacturer
hereby assigns, transfers and sets over unto the Assignee, its
successors and assigns:

(@) All the right, security title and interest of the
Manufacturer in and to each Item of Equipment to be built by
it when and as delivered and accepted and upon payment by the
Assignee to the Manufacturer of the amount required to be
paid under Section 5 hereof and payment by the Vendee of the
amount required to be paid with respect to such Item under
Section 3.3(a) of the Conditional Sale Agreement;

(b) All the right, title and interest of the
Manufacturer in and to the Conditional Sale Agreement (except
the right to construct and deliver the various Items of
Equipment and the right to receive the payments specified 1in
Section 3.3(a) thereof and in Section 13.7 thereof and
reimbursement for taxes paid or incurred by the Manufacturer
and the right to indemnity from the Guarantor for claims
arising against the Manufacturer as provided in Sections 11.1
and 12 thereof), and in and to any and all amounts which may
be or become due or owing to the Manufacturer under the
Conditional Sale Agreement on account of the indebtedness in
respect of the Purchase Price (as defined in the Conditional
Sale Agreement) of the Equipment and interest thereon, and in
and to any other sums becoming due from the Vendee or the
Guarantor under the Conditonal Sale Agreement, other than
those hereinabove excluded; and

(c) Except as limited in subparagraph (b) above, all of
the Manufacturert's rights, powers, privileges and remedies
under the Conditional Sale Agreement;

without any recourse, however, against the Manufacturer for or on
account of the failure of the Vendee or the Guarantor to make any
of the payments provided for in, or otherwise to comply with, any
of the provisions of the Conditional Sale Agreement; provided,
however, that this Assignment shall not subject the Assignee to,
or transfer, or pass, or in any way affect or modify the
obligations of the Manufacturer to deliver the various Items of
Equipment in accordance with the Conditional Sale Agreement or
with respect to its warranties and agreements contained in
Sections 11.3, 12 and 13.5 (with respect to marking) of the
conditional Sale Agreement or relieve the Vendee or the Guarantor
from their respective obligations to the Manufacturer under
Sections 2, 3.3(a), 7, 11, 12 and 13 of the Conditional Sale
Agreement, it being understood and agreed that, notwithstanding
this Assignment, or any subsequent assignment pursuant to the
provisions of Section 13 of the Conditional Sale Agreement, all
obligations of the Manufacturer to the Vendee or the Guarantor
shall be and remain enforceable by the Vendee or the Guarantor,

~
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their respective agents, successors and assigns, against and only
against +the Manufacturer. In furtherance of +the foregoing
assignment and transfer, the Manufacturer hereky authorizes and
empowers the Assignee in the Assignee's own name, or in the name
of the Assignee's nominee, or in the name of and as attorney,
hereby irrevocably constituted, for the Manufacturer to ask,
demand, sue for, collect, receive and enforce any and all sums to
which the Assignee 1is or may become entitled under this
Assignment and compliance by the Vendee and the Guarantor with
the terms and agreements on their parts to be performed under the
Conditional Sale Agreement, but at the expense and liability and
for the sole benefit of the Assignee.

Section 2. Covenants and Agreements of Manufacturer. The
Manufacturer covenants and agrees that it will construct and
deliver the various 1Items of Equipment to the Vendee, in
accordance with the provisions of the Conditional Sale Agreement
(but only after filing of the Conditional Sale Agreement and this
Assignment with the Interstate Commerce Commission under Section
20c of the Interstate Commerce Act), and that, notwithstanding
this Assignment, it will perform and fully comply with each and
all of the covenants and conditions of the Conditional Sale
Agreement to be performed and complied with by the Manufacturer.
The Manufacturer further covenants and agrees that it will
warrant to the Assignee and the Vendee that at the time of
delivery of each Item of Equipment +to +the Vendee wunder the
Conditional Sale Agreement it had legal title to such Item and
good and lawful right to sell such Item and the title to such
Item was free of all claims, liens and encumbrances of any nature
except only the rights of the Vendee under the Conditional Sale
Agreement, the rights of the Lessee wunder the Lease and the
rights of the Guarantor under the Sublease; and the Manufacturer
further covenants and agrees that it will defend the title +to
such Item built by it against the demands of all persons
whomsoever based on claims originating prior to said delivery of
such Item by the Manufacturer to the Vendee; all subject,
however, to the provisions of the Conditional Sale Agreement and
the rights of the Vendee thereunder, the rights of the Lessee
under the Lease and the rights of the Guarantor under the
Sublease.

The Manufacturer covenants and agrees with the Assignee that
in any suit, proceeding or action brought by the Assignee under
the Conditional Sale Agreement for any installment of, or
interest on, indebtedness in respect of the Purchase Price of the
Equipment or to enforce any provision of the conditional Sale
Agreement, the Manufacturer will indemnify, protect and hold
harmless the Assignee from and against all expense, 1loss or
damage suffered by reason of any defense, set-off, counterclaim
or recoupment whatsoever of the Vendee arising out of a breach by

/



the Manufacturer of any obligation with respect to the Equipment
or the manufacture, construction, delivery or warranty thereof,
or under Sections 11 and 12 of the Conditional Sale Agreement, oOr
by reason of any defense, set-off, counterclaim or recoupment
whatsoever arising by reason of any other indebtedness or
liability at any time owing to the Vendee or the Guarantor by the
Manufacturer. The Manufacturers's obligation so to0 indemnify,
protect and hold harmless the Assignee is conditional upon (a)
the Assignee's timely motion or other appropriate action, on the
basis of Section 13.4 of the Conditional Sale Agreement, to
strike any defense, set-off, counterclaim or recoupment asserted
by the Vendee or the Guarantor in any such suit, proceeding or
action and (b) if the court or other body having jurisdiction in
such suit, proceeding or action denies such motion or other
action and accepts such defense, set-off, counterclaim or
recoupment as a triable issue in such suit, proceeding or action,
the Assignee's prompt notification to the Manufacturer of the
asserted defense, set~off, counterclaim or recoupment and the
Assignee's giving the Manufacturer the right, at the
Manufacturer's expense, to compromise, settle or defend against
such defense, set-off, counterclaim or recoupment. Any and all
such obligations shall be and remain enforceable by the Vendee or
the Guarantor against and only against the Manufacturer and shall
not be enforceable against the Assignee or any party or parties
in whom security title to the Equipment or any unit thereof or
any of the rights of the Manufacturer under the Conditional Sale
Agreement shall vest by reason of this Assignment or of
successive assignments. The Assignee will give notice to the
Manufacturer of any suit, proceeding or action by the Assignee
herein described. :

Except in cases of designs, systems, processes, formulas or
combinations specified by the Vendee or the Guarantor and not
developed or purported to be developed by the Manufacturer, and
articles and materials specified by the Vendee or the Guarantor
and not manufactured by the Manufacturer, the Manufacturer agrees
to indemnify, protect and hold harmless the Assignee from and
against any and all liability, claims, demands, costs, charges
and expenses, including reasonable royalty payments and counsel
fees, in any manner imposed upon or accruing against the Assignee
or its assigns because of the use in or about the construction or
operation of the Equipment, or any Item thereof, of any design,
system, process, formula, combination article or material which
infringes or is claimed to infringe on any patent or other right.
The Assignee will give notice to the Manufacturer of any claim
actually known to the Assignee which 1is based upon any such
alleged infringement and will give the Manufacturer the right, at
the Manufacturer's expense, to compromise, settle or defend
against such claim.

L
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The Manufacturer agrees that any amount payable to it by the
Vendee or the Guarantor, whether pursuant to the Conditional Sale
Agreement or otherwise, not hereby assigned to the Assignee,
shall not be secured by any 1lien or charge on any Item of
Equipment.

Section 3. Equipment Markings. The Manufacturer will cause to
be plainly, distinctly, permanently and conspicuously marked by a
plate or stencil in contrasting color on each side of each Item
of Equipment, at the time of delivery thereof to the Vendee, in
letters not less than one inch in height, the following legend:

_“"SUBLEASED FROM FRANKLIN SERVICE CORP.,
SUBLESSOR AND LESSEE FROM MILWAUKEE LAND
COMPANY, LESSOR AND VENDEE - AND SUBJECT
TO A SECURITY INTEREST RECORDED WITH THE
I.C.C."

Section 4., Recordation. Upon request of the Assignee, its
successors and assigns, the Manufacturer will execute and deliver
all instruments which may be necessary or proper 1in order to
discharge of record the Conditional Sale Agreement or any other
instrument evidencing any interest of the Manufacturer therein or
in the Equipment.

Section 5. Conditions Precedent to Payment by Assignee. The
Assignee, on or before noon on the Closing Date (the "Closing
Date") fixed as provided in Section 3.2 of the Conditional Sale
Agreement with respect to each Group (as defined in said Section
3.2) of Equipment, shall pay to the Manufacturer by transfer of
Chicago Federal funds or other funds immediately available in
Chicago, payable to the order of the Manufacturer at the office
of American National Bank and Trust Company of Chicago, La Salle
at Washington, Chicago, Illinois 60690, or at the office of such
other bank or trust company in the United States of America as
the Manufacturer shall designate for payment +to it, an amount
equal to that portion of the Purchase Price of such Items
required to be paid pursuant to Section 3.3 (b) of said Agreement,
provided that there shall have been delivered to the Assignee and
Messrs. Davis Polk & Wardwell, its special counsel, the
following documents, in such number of counterparts or copies as
may reasonably be requested, in form and substance satisfactory
to the Assignee and 1ts special counsel:

(a) Bill or Bills of Sale from the Manufacturer to the
Assignee, transferring to the Assignee security title to the
Items of Equipment in the Group and warranting to  the
Assignee and to the Vendee that at the time of delivery to



the Vendee wunder the Conditional Sale Agreement the
Manufacturer had legal title to such Items and good and
lawful right to sell such Items, and title to such Items was
free of all claims, 1liens and encumbrances of any nature
except only the rights of the Vendee under the Conditional
Sale Agreement, the rights of the Lessee under the Lease and
the rights of the Guarantor under the Sublease;

(b) Certificate or Certificates of Acceptance signed by
an 1inspector or other authorized representative of the
Guarantor stating that the Items of Equipment in the Group
have been inspected and accepted by him on behalf of the
Guarantor and further stating that each of such Items at the
time of its acceptance was marked as required by Section 3
hereof;

~ (c) Invoices for the Items of Equipment in the Group
accompanied by or having endorsed thereon a certification by
the Guarantor as to the correctness of +the prices of such
Items as set forth in said invoices;

(d). Opinions required to be delivered to the Assignee
pursuant to Section 18 of the Lease and Section 18 of the
Sublease;

: (e) Opinion of Messrs. Davis Polk & Wardwell, addressed
to the Assignee, dated as of such Closing Date, to the effect
that (i) the Conditional Sale Agreement, the Lease and the
Sublease have been duly authorized, executed and delivered by
the respective parties thereto and are valid and binding
instruments enforceable in accordance with their respective
terms, (ii) assuming the due authorization, execution and
delivery of this Assignment and the Finance Agreement by the
Assignee and of the Finance Agreement by the Interim Lenders
and Investors named therein, this Assignment and the Finance
Agreement have been duly authorized, executed and delivered
by the respective parties thereto and are valid and binding
instruments enforceable in accordance with their respective
terms, (iii) the Assignee is vested with all the rights,
titles, interests, powers, privileges and remedies purported
to be assigned to it by this Assignment, (iv) security title
to the Items of Equipment in the Group is validly vested in
the Assignee and such Items, at the time of delivery thereof
to the Vendee under the Conditional Sale Agreement, were free
of all claims, 1liens and encumbrances except only for the
rights of the Vendee under the Conditional Sale Agreement,
the rights of the Lessee under the Lease and the rights of
the Guarantor under the Sublease, (v) no approval of the
Interstate Commerce Commission or any other governmental
authority is necessary for the execution and delivery of the
Conditional Sale Agreement, this Assignment, the Lease or the
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Sublease, (vi) the Conditional Sale Agreement, this
Assignment, the Lease and the Sublease have been duly filed
and recorded with the Interstate Commerce Commission in
accordance with Section 20c of the Interstate Commerce Act
and no other filing or recordation 1is necessary for the
protection of the rights of the Assignee in the United States
of America, (vii) registration of the Conditional Sale
Agreement or this Assignment or of any certificates of
interest herein delivered pursuant to the Finance Agreement
is not required under the Securities Act of 1933, and
qualification of an indenture with respect thereto is not
required under the Trust Indenture Act of 1939, and (viii)
such other matters as may reasonably be requested by the
Assignee or any such Investors;

(f) Opinion of counsel for the Guarantor addressed to
the Assignee, dated as of such Closing Date, to the effect
set forth in clause (iv) of subparagraph (e) above;

(g) Opinion of counsel for the Manufacturer, addressed
to the Vendee, the Guarantor, the Assignee and the Lessee,
dated as of such Closing Date, to the effect set forth in
clauses (iii) and (iv) of subparagraph (e) above and stating
that (i) the Manufacturer is a duly organized and existing
corporation 1in good standing under the laws of the state of
its incorporation and has the power and authority to own its
properties and to carry on its business as now conducted, and
(ii) the Conditional Sale Agreement and this Assignment have
each been duly authorized, executed and delivered by the
Manufacturer and, assuming the execution and delivery thereof
by each other party thereto, are valid instruments binding
upon the Manufacturer and enforceable against the
Manufacturer in accordance with their terms;

(h) Certificate of a Vice President of the Guarantor to
the effect that no Event of Default as specified in the
Lease, the Sublease or the Conditional Sale Agreement or any
event which with the lapse of time and/or notice provided for
in the Lease, the Sublease or the Conditional Sale Agreement
would constitute such an Event of Default, has occurred and
is continuing, and to the effect that, since December 31,
1973, there has been no adverse change in the affairs or
financial condition of the Guarantor; and

(i) Evidence satisfactory to the Assignee that the
amount payable pursuant to subparagraph (a) of Section 3.3 of
the Conditional Sale Agreement has been paid by the Vendee to
the Manufacturer.

giving the opinions specified in the preceding subparagraphs
(e), (f) and (g), counsel may qualify . any opinion to the



effect that any agreement 1is a valid and binding instrument
enforceable in accordance with its terms by a general reference
to limitations as to enforceability imposed by bankruptcy,
insolvency, reorganization, moratorium or other 1laws affecting
the enforcement of creditors' rights generally. 1In giving the
opinions specified in the preceding subparagraphs (e) and (f),
counsel may rely as to the title to the Items of Equipment upon
the opinion of counsel for the Manufacturer. In giving the
opinions specified in subparagraphs (e) and (g), counsel may rely
as to matters governed by the law of the State of Illinois or
Wisconsin upon the opinion of counsel for the Guararntor -and as to
matters governed by the law of the State of Oregon upon the
opinion of counsel for the Lessee.

The Assignee shall not ke obligated to make any of the above
mentioned payments at any time while an event of default, or any
event < which with the lapse of time and/or notice provided for in
the Conditional Sale Agreement would constitute an event of
default, shall be subsisting under the Conditional Sale
Agreement. In the event that the Assignee shall not make any
such payment, the Assignee shall reassign to the Manufacturer,
without recourse to the Assignee, all right, security title and
interest of the Assignee in and to the Items of Equipment with
respect to which payment has not been made by the Assignee.

It is understood and agreed that the Assignee shall not be
required to make any payment with respect to any Items of
Equipment excluded from the Conditional Sale Agreement pursuant
to Section 2.3 thereof.

Section 6. Further Assignments. Subject to the terms and
provisions of the Finance Agreement, the Assignee may assign in
~the entirety all of its rights under the Conditional Sale
Agreement, including the right to receive any payments due or to
become due to it from the Vendee thereunder. In the event of any
such assignment each such subsequent or successive assignee
shall, to the extent of such assignment, enjoy all the rights and
privileges and be subject to all the obligations of the Assignee
hereunder. ’

Section 7. Representation of Manufacturer; Further
Assurances. The Manufacturer hereby

(a) represents and warrants to the Assignee, its
successors and assigns that the Conditional Sale agreement
was duly authorized and lawfully executed and delivered by it
for a valid consideration, that (assuming due authorization,
execution and delivery by the other parties thereto) it is a
valid and existing agreement binding upon the Manufacturer

.

. )

.



-/

and the other parties thereto, and that it is now in force
without amendment thereto; and

{b) covenants and agrees that it will from time to time
and at all times, at the request of the Assignee or its
successors oOr assigns, make, execute and deliver all such
further instruments of assignment, transfer and assurance and

do such further acts and things as may be necessary and .

appropriate 1in the premises to give effect to the prov151onS'
hereinabove set forth and more perfectly to confirm the
rights, security titles and interests hereby a551gned and_
transferred to the Assignee or intended so to be. . T . o

4.
-

Section 8. Governing Law. The terms of this Assignment - and
all rights and obligations" hereunder shall be governed by the
laws of the State of 1Illinois; provided, howéver, * that the
parties shall be entitled to all the rights conferred by Section
20c of the Interstate Commerce Act and such additional rights
arising out of the filing, recording or depositing of the
Conditional Sale Agreement and this Assignment as shall be
conferred by the laws of the several jurisdictions in which the
Conditional Sale Agreement or this A551gnment -shall, be filed,
recorded or deposited. A N

~
v
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Section 9., Execution in Count parts. ThlS A551gnment may be
executed in any number of counterparts, each of which’ so_executed
shall be deemed to be an original, and such counterparts\together
shall constitute but one and same instrumént, which® “shall be
sufficiently evidenced by any such orlglnal counterpart. The
Assignee agrees to deliver one of such counterparts, or a
certified copy thereof, to +the Vendee and the Guarantor.
Although this Assignment is dated for convenience as of the date
first above written, the actual date or dates of execution hereof
by the parties hereto is or are, respectively, the date or dates
stated in the acknowledgments hereto annexed.



IN WITNESS WHEREOF the Manufacturer and the Assignee have
caused these presents to be executed in their respective
corporate names by officers or representatives duly authorized,
and their respective corporate seals to be affixed and duly
attested, all as of the day, month and year first above written.

Thrall car Manufacturing

N ’ company
:’!f:""
LS e .
L Z
TETC
R Vice President
RS
Attes

Aijlékgnt Secretary //7

B AMERICAN NATIONAL BANK AND
TRUST COMPANY OF CHICAGO,
as Agent

By /MN‘”’\ //

Seco “uQ Vice FRes,. &euxg

Atte

ASS%gtaﬁt Secretary

\/ A
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State of LT+ )
:SS

county of Qi )

On . this /6n day of August, 1974, personally appeared
SP.CHuusrranée~ . to me personally known, who being by me duly
sworn, says that he is -a Vice President of Thrall Car
Manufacturing 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
corporation by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said corporation. RN

.
~
Nt -
i"

-

-
7!1 « 7 T -
. - -~ -
~
~

Notary Public .= -
(SEAL) -

My Commission Expires: APR 23 1975

State of Illinoisbl)
:ss
County of Cook )

,.0n this‘qvagay of August, 1974, before me personally appeared
W A. Ansle¥eq me” personally known, who being ty me duly sworn,:
says that he is aSecond VICE PRESWENAMERICAN NATIONAL BANK AND TRUST
COMPANY OF CHICAGO, that one of the seals affixed to the
foregoing instrument is the corporate seal of said corporation,
that said instrument was signed and sealed on behalf of said
corporation by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said corporation.

JzigglnwiMm. <lleIXAd£P
- Notary Public
(SEAL)
My Commission Expires: . .

EXPIRATION DATE MARCH 6, 1978
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