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'[HIS LI'.ASli, maiie on ihii^5L_ua> ut _3L^S>^__, 1CJ?*1 . by .ind between MDFC Hquipmcul Leasing Corporation, a

IX-LW-W Corporution, (hcieindflor c-alL-d "L»soi"i and Hammermill Paper Company _

a PG tin. Corpuiutiori^lieri'Uiafler called "Lvssei;"):

WITlsr-SbLTII:

1 /.(-.'Si-1. lessor hcieby agices lo lease in Lessee and Lessee heieby agrees to hue Ironi Lessm the inn: or uni ts ut equipment. iruduiierv i>r oilu1:
pni|icr!} (hereinafter billed "c<| aipiiicnl *j described in tin1 l i ivlivulu.i l Lquipiiicnt Kexord ll.emnalter Culled "II R") tii be alt.ichcd hiMctu :is 1 xhibi l "A"
.mil m.i.le. a part hereof, or any subsequent II R's which may hereafter lie madu J pail hereof as sjnie are executed Iron; time ti> tune by the parties
heil'ii).

2. 7"crm. The term or' llic K-usc I'ur any of I ho equipment shall be as set torth on (lie II- K applicable in such equipment and shall Commence fur
IMC!; uiul or units of equipment on tin; dale shown on ine applicable II K. 'I lie word "term" .is used herein shall refer to any extensions D!' Me ongiti.il
lei in.

3 Rfiit. Lessee sh.ill pjy Lessor rent as stipulated in (he l l 'K, without deduction or ollset, in I lie amounts and at the limes sol forth in tne II it.
In Kic event Ix'ssee shall be in dcfu.ll in the p.iyr.:cnl ul any ii.rr, of monev tii lie pJiJ IIIIUIT Inis lease a;'ree^nicnl, the lessee sh.ill f.iv lessor, us
;nii,i;,iiiui reir.al, to t.ie extent peir,'..;ieil by .i|ipli^.^hle i.i.v, mleiest on the uiip.uil sum Iroj:; its Jue ilatc ivx i lhou t icf.\;<.i in ;inv pa^v pcrin.ii [u I..KL- of
p.ivr.-.e.-.l ui tne id>c of 10'i per jnnu.u or sueh lesser .iiimunl js nu> itpresent tlie maximum peiitniled hi .ipplieable law. Real slull he pa>abie at the
i>liii.e .1! l,es-or at 3S55 Lakruoocl lioulevarJ, l.onj; Heach, California 90846, Attention (onlrol ler ( IRA-36) 01 its .issi^ns lor at such oilier place as
I r<.M.>r i.uy IVun. time to lime (lesi^iuie in uridng).

4. lau-t Afainsl /I'iMV f/r EtiinpmtHil lessee ajiiees to pay an. I to imltimmly aikl hoKI 1,'ssvir harnilcss Ironi. all iieense anJ recisti;,lnin ieesaiu:
•.aU--,, use, personal property, stamp or oilier taxes, levie.s. inipjsts duties, ch.nues or \vithliolilmgs nt any natiire uhatsoever together uil",-, ai.v peiullit^,
I mi's or interest thereon (a>llectivv';y , "rj\es. fees or oilier el.arges") nnposeil J.camst Lessor. Lcsiici* or I he e<|uipi:irnt or »nv purl thereof py »nv 1 c ler.il.
sl.iii 01 li'C^I government or I.IMII., ..utliouty, diiriiv :i.c urn, or in tonnei_li<in with Ihe tci[iiin.ition <^f this lease, upon or wi th rispecl to the ei;..ipi;:e:'.t
or ii, > 1 1.' rt tliereot or upon the piirc.'UM.-. ownership, i lel ivjry, leasnif:, possesMon, use, nper.ilinn, reliiui or utr.cr disposition thereof, 01 upon ;he lei.lals.
icuvpis or earhiivs arising [heiefio:n. or upon or \vit l i reject to 'his lease leyjinliui;. however, (11 ar,\ Liu's imposed hy the [ e^-erjl ^ovirr.UKMH on.
h.,'.,.'!, u:., or measured by. the net ineo.ne of the Lessor an,l (u> any income or iianeluse taxes n;iposea In any taxing aiithoriiy other than il.e I ec!er..l
f'\ .-.•jiiik-n; .m, luse-d on. or r..easurei. by, ilif net meo;:ie ut the lessor whkli in the aegrepjle Jo not exceed tlie amount ot any vui.li taxes winch would
he .Mjvil'le. tii tlie taMiij; authuriues ol the jurisdictions, oiner than the L'niied Suites of Amend, in ulueii Lessoi has its pniitipal place tif hus,ncss if
l l . e ie ua-, nu aiiouition or uppoilioiKiient tu any othei I..X.IH: a>illiunty), unless, mill to Lie e.xtcnl only t lut . .my such lax, levy, n.ipost. July, eharcc or
« i-.ihoii.ing i> 1-eing contesieil i.y lessee ,n good lu i l l i .iiul l-y .-.pproprute piotL-eJmjs. In case any repn;t 01 icti irn is tu>|uuej to he made wi l l i lespee! to
aii\ . ihliuaticii i of Lessee undei this Se>.iion 01 ausiiu: out of lliis Stxtiun, Lessee will eithei make '•uih report or retuin in suJi niaiiikr as ui!i snow the
o'.vnei sh.p of tde equipment in Lessor anJ send a iO)>v >•: ̂ aeh report or relm n to Lessor 01 will noii ly Levsnr ol such rcquneh.eni and :;i.iKe Mii.li reporl
01 relurn n: su>.li nianner .is sh,,ll \>u \.,lislai.lory lo Lessor. Anyiliin,.! contained in this Section to the cor.tr.'.iv notwithstandini:, i:' I essor ••liall .<SMJ:II or
ioikV.> IK ri^hi, title and mteuM in .uiu lo this lease aiiti/'oi the equipment. Lessee slull not K1 ohlis:;. led to p.iy any t.xes, levies, niiposls, duties, k.h^:ges
ui .', in ..... iGini;'. ot any mil lire niipusul au.nnst I essor, I essee ur ilic ciiuipnient which would hoi hive been unpused had sucn ^ssiLin:ne:ii or conveyance
Jim .n.urred. If claim i.s m.ivli; aifainsl lessor for any sui.li l.i.xes u-tened lo in ill is .Section, Lessor shall promptly noli ly lessee. Ii reasonably rei;ae-,ied
oy 1 eo-ee n. wi King, Lessor shall, at I <essee's e.xpensc. I..KC -.udi uclion as 1 essce may reiisoniihly request \\ lUi rcspeci to such ayserk'd lialnhty, anu .1'
re.is.jruibly so requested by Lessee, anv p.iyrncnt by Lessor ul such tax shall be made undei piulest, if protest is necessary and pru)x-r. II pay ir.er.l is rnaiie.
! essor sl.,ill. .11 Lessee's expense, Uke such action as Lessee may reasonably ir(,ucsl to recover such payment ar.u slull, if requested, permit Lessee in
Iev,in'-i name to file a claim or prosecute an action lo recoici siith payiiieiit. All of I he obligations ol Lessee under this Section w i th respect to any fees.
i.i •.-•-.. levies, imposts, duties, clur^et or uuhh(ildine.s (u^ethcr with any penalties, Tines or interest thereon) imposed or accrued before (he expiration or
oti.Ci l.-rtniiialion ot this lease snail ..onlinuc in lull force j iul ellei.1 notwitlislandiiij! such expiration ur other termination and are expressly maue lor me
Dcnclil of, and shall be enforceable by, Lessor.

lessor iind Lessee convenant and J|!ree (lint Lessor shall hjvc the rale rynt to uliliu and lo claim Depreciation deductions on lilt* cquipmen: i
lo./..̂ !!..)!!^ of 1-edeMl, slate .ind local tax returns ami reports for any \car during the term ot this lease .ind that Lessee snail not utilise or cliiim or
iitleii.i'i lo utilize or clam; sau: deprenation deductions tor any tax purposes \vhatjoever.

?. /I'ori1 j Fiiilmv h> Pavt '/"jivs. liuuninii: Etc. S.".ould Lessee fail to make any payinent or do any ui'l as herein provided, then I cssor shall hase
the 1/1:1. Xil not l.'ie o;ilii!.i;ionVjL-.I-3iK!K>K5CXKK? demand upon Lessee, ..ml without teleasin^ Les-ce trom ,<ny oWij;.uion hereunder. to make or oo
UK -..me, ^nd in pay, puichau, tuniesi or coinpiomise ,.uv encumbrance, uliarye or lien which in Lessor's jui.^einent appears to a l fec t liie equipment,
.iii.l in exercisii.j: JIH suuh rifihls KU nr any liability olid espor.d v> lialevvr amounts in its absolute discretion il may deem nciessarv iheiefor. All sums so
nk iiin'j or expen.led by Lessor slull he without de.nand miinedia:ely due anil pay.ihle hy Lessee and shall Ivar interest at the r.iteof 107'- per annum or
sui.li lesser amount as may icpreseiii ;he iiu\iniuni pern.itled b> applicable law.

'• tii . essee sh.ill DSL', opei.ile. iiiaiiitaiii UI'.L! sio.e [I.e. equip:. tent in a cuieful anu prupei Manner anil si.jil ^o:iip.> w.ln ju l«.ws, oru-iiunees a:.u
n ^ i i -iiio,.s i , niv nay reljlmi; to I. c possession, us..1, o]>er.ilion or maintenance of the eqiiip.-'icnl Lessee sh:.il put the e^i.ipn.er.i or.ly to ll;e use
loiite.i u^ted i.v the .nai uf.icli.iei. 1 ̂ s.see shall a l t i x t(. l!.e e^jipment and tM;i upon the <.>,.j||>n.en; such labels. ,lates or niark-nps l..rmshcd hy Lessor
si ,;..-.t thai t 'e ^.npment is owned bv the Lessor k

by Lessor, Lessee snan g.vc Lessor wi.i.cn :iuli.e of the
ex let l<>ia; ion »'. t..e equip.iienl A *Adu

V. fllt,;.!tinns. I essce shall n'.i nuke any atieratur.s. additions or improvements to the equipment wiihout the prior written consent of Lessor. "^-der
All such alterations or .mproven.e;;!.'. shall become the prs>perly uf Lessor, shall he free ot all encumbrances, and for which Lessee shall provide a Dill of
s.il<J to I essor. I lie equipment shall rei.uin personal property regaruless of whether it becomes affixed or attached to real property or permanently rests
upon a;iv real ..i.O|ierty or any improvement thereon.

v Meiiilfiiaiicc anJ Repair, i cssee, at its sole cost and expense, shall keep Hie equipment in pood operating order, repair, condition ano
.ippearar.t.e and shall furnish any and <-ll ports, nKxhumsn.s ur devices required to keep the equipment in good mechanical and working order.



'>. Iti'U.'crv InsjKethm. Acn'/itaiHi' J'noi m cxccuinn ot l.v U'U Lessee siul! have made .ill necess.i.y inspectioi.s .ind tests o: Hie ci|u.:''iii,.'ii:
u'lciieii K, '.ncrcin .li lessee's soli! expense, to dclciimnc whcl'ier the e.iuipir.i-nt conlorms M the '.pix.liOalMii^ sclccicil l»y Leaser. lessee shi.il auvjsi-
1 f*oi i:. »nti:i^..t the lime nf exec.ilion »: the. II K. »;'„,-,>• delco: or obKVUor, m the lype oi <.oru.ilion of ;he. eii>iipment. Lessee's failure in auv.se
I esMi, ni" j. ,, uvitit or nlijx\ ti<>ii \vitr. rcspuci ;o an., :(c:.i of ?.|u:]>ir.er.l s.jall nut establish I In1 absence of .iiiv such ileteet in .iiiy (\uipi:, cr.l .nsulur .is '.lie
>ii..iuil.n'i..icr ur supplici thcrcoi A concerned. Upon c.\ccutn>:i of tlie I Tit ny lessee, tin* w.urpnii'iil >h.i!i lw uce;::eu to co;i;orm ;u lessee's
s|>rciii>.i'.l..i;i.s jiiu sr.all Iv deemed 1.1 be m yood. condition and without defeats Lessee sii.il! indcnini:v, exoneralc jn,l s.ive lun mless Lessor fiom i.ll
rl,n;ns. d-iii... ',es, ..el-ons, expenses iir.iluimj; attorneys' fcesj, a,iJ liabilities of . iny kind arising t>at of or c-tn;.ecled wi th the. iailurc ui ie;us,il o: Lessee to
ai n'pi. M I l.e deU> of Lessee in uCcepUii.^, the equipment.

IU. iix[n-*tuw. tt-sui1 /ir;.urt>. Lessor shall ji ,ir.\ Inn.1 during norir.nl business hours have l:ie right lo cr.ler the premises wl ie ic iiie. e.|jrpmen;
i:i.iy Iw i.n.icil for the p«ipose o: u.speelmg ana CN.I 1111111:1.': tiie equipment, its condition, use. ,ma operation to ensure compliance. py U's-ee with ;ls
iibiit:,iliti,".s ..nder ,iny !e^se made ^icrvuiuicr, notwithstanding lh.il Lessor sh;.ll have no July io inspect a;«i siiiiil not incirany liabil i ty ur obi.,!..lio:. by
u'iison i<f nut ::u km ̂  any siieh i.iv.vclMn.

lA'v.-e slioil :niinetliuleiy [Hilifv Lcssu; ot .inv .uv.ilcn: ci./:.nc.ctv\; wi th the use, upeialKni in in.ilLur.clMi. of the evjuipmcnt, it,cli.>,m^ n, Midi
repMil i:.e i i ine , phice and nuturc or' the ,ieeu!eiu. (lie iljni.,,;e euiiseil ID pi . iper l>, ilie. names jiul addresses ol pessons ni)ured jnd of witnesses, .int. such
uilier 111:0. ..'.jtiun as may be. pcitinenl to Iv^or's n'.VL'sl^.ilMii 01 sui h jucidunt

i.ess>,e .s:,ji; r.dtn> in wiiiini; within ten d.iy-, .ilier ;u.y jiueiiment, t,i\ hen or mlu-r |iidi>.i..l process <..u!l ,al.ieli lo j:i> iK'i.i
ci,iuh>. i

I ^^',^j sh .11, .is sunn .is prjctu-jb!e jtter i.ic close o] LMC.II risul i;,i.irtcr .uin ye.u "1 I essee, I i irnrh lo i essoi d .plk;i;c copies of I essee's tm;i;;u,.l
u'pi^iis pir ured by it .is ol the >.!iisJ ot ;/.e pe;n.>d e:i>U\. ir . i . lui l i i i>. Lessee's :nosl lecent .innii.il lepoil. li.d.iiue shoe; -nil prii;l. .iiid loss ,i.,iei. ..•;.!,
ierlilk\: ;>• !->v .1 . ec'vr.i^eJ l i i in ut ecriuieu public .no.. in,:, nl-.. lessee .ilsu .icices KI lurni:-li I cssoi i.i.rine. l,.e Ion:,, pro, ,pi.i ^ i m :!.eir _\.nl..liii .5 ,
i«',)ii-.s i.l ,.ll ria.iii.ijl siai^'iiienLs, .-epi.fts. nulux-s.n... |iin\v si.ueiiie.-ils, sei.: bv I e.ssee lo its siv,).k!.i.lders..xtf:>MltKBKKXa5;;K!CXKXI£3LKtLJiK
i<K-,t^S^:ES£3EKlt^aJXnXK^3iIKKKXX^XI*XiaiuSaiXK^^
I nr i ln- i , I essce ni'jues to i'..r;,isli I essor l/oin tn.-.o to tnr.e sucr. nl her inl\irni:UiMii ,is I esM>r iii.iy ie.ison.iOiv revues;.

A MANU'-U f U X I . K <j| : I I 1 K 1 <Jl ll'Vi'.M1 OK A M-/UI 'A IN SI\!IL-\:< L(,-l;ll'M! N i \ N : y | i V S M ; l
iNsi-i r , .L ;::i: i-ouii'.\ii v. I-XIOK ;o I * I L I V K U Y fiu -\\ i> AtcriTANCi' nv ILSSII . . I I S M J H ISY V I K H I I 01- ;. . \VINO L I ^ A S J ^ P i i i i .
KJl h'V.I NT b.MJlTR TiLlh LliAhL OK. IIY VIK'i UI Or ANY NK.OTIVIKJNS IN RI.SPI.C'!' iO I ' l i IS 1.1 A.SJ HAS NOT V. \ , i i AM) Mj'.'S NOT
M A k I ANY KJ I'Rl iLS TATION t)ls W.MIRAN'IY. I'Xi'lsl.Ss f»R IMPLll-ll, A.S TO l O N D H I O N S , QUAL1IY. U U R \ U I L I I Y , S1. I H r i l l f l Y .
MI lU i .AN. r Ali iLITY OR l-'lI'M-iS Kl'A L!.SJi OK M'i\!-I.SS I 'OR A I'AKTK'LMK I'LRmSL OR AS '1O ANY ( / I I I L R W \ R i < A N ~ . Y
ftliAl SOI.VI K. l',Xl'Ri S& vJK 1MPLI1 1), WITH RI Si'LC"! ' I C J 1 I I I 1 TOUll'Mi NT

l.es ,.e lureyy wanes ..ny claiiii :: m.^.:l ".uve .IJM;RS; lessor for .».iy K-ss d.i:n.ij;e m expense c.iusid h> the. eq,.ip;;ieiit or by ..in defe^L ;lii.re!;., use
or iii.nii.e, .iiKe llieteuf or scrMCiiV or Jilj:iMn:cnt therel.i. Din in.- the peiiod o:' ,in> le.ise lieie.indei in wliuh I essee ,s not in Jc:\i,ill nf its ui>ii.^nu,:s,
I .':••• i >i lieieiy jssii;n> lo Lessee jr.\ manu:,.ctuicr ur deuler wjrr.nly, wheli.er express c/; implieil. on tile equipment cov^icd ,,y an> Lease hi::ei.ride:. Al.
> I, n., A ..... ^r.ons on jny u..rrji;i> so ussiuieJ slull be ii:.n.lc or p:o>ei.iled by Lcsss1,1. jt lis sole ixpcnse .nio lessoi sh.ill L.ive ;K, o l . j i^ i l ion r. i'.utsMe%ji o.
in.ik.' ,':r, ^i.mv, on M.cl. ivLirur.l>. Ai,.« i.vovci> ,.i:,lo.' siicii . .v,i.i..iiiy s:i..i. be in.ule p.i>a!>le jointly In I ^s^ee r;ikl Lessor. A!! pr>,>.eei!s t.1 '•..cli a
«.iir nii\ 7ivo.-i.ry slull be ..seu to .-epLii;j/.U' e<|uip;nenl. 1 ess.>: luitaer .uilhon/es Lessee to obum wlhiiever service to Iiie ei |uipment t i le ii;..nuuctjrer
UIS|MIII.I.,|\ reikkis, proM.jeJ lli«l no such seivice ue .it Hie e\,\.i.-,e o. I lie Lessor.

. _'. !iii,,rjiici;. SinuiiiiMieously upi:n p;i>sji;e ,.. I .:.-.:•. o! l.i^s Iron tiie v j i u l r t , I ,-ssee .1; its ov, ,: es.,ie:,se s.. ,!; i.'.jir.rin IC'iXE-pCKJCl-LJ^Kli
j-KxaitxK«:^^

a'Jli niuinUin puti.c l...l.ilily .nij properly .1.1 ..... tie luhili'.y insiiun.o w.lh respect ID Ilie ec|uipniei:; i.s se: i .^r t l i .r. Mi-
II K s.iiJ !::sa;tlnce slull not be excess over oilier aivujyo hui sliu!l be pnin:.i> insiiunce •*,? to :ir... .ik-i.idir.a t i ie sl::led prlic> ir,i:~s. i \cept iis
t- i l i iMi >e |:i<>videJ ir. ,iny 1: Is. .i.l siul: i::sui:.iii.e sh..ll n..iii>- Lessiir ;.nil Lessee, .is insuieds, sii.il! he in ,:IIIOL.I.IS jr.d u. t i i Ci>inp,.nies jpproied ,y 1 .'-. >.•.
S.iin .1 1.11.11. . sl.i.ll yiovi.le ;li..i :..cv i: .iv not '.K ..I'.ered *.•: c,j:celcd by the ..isnrer without iln:jy (.111) d.ivs' -.vnlteii iin'n.0 to Lessor. KiiXi'Lv'.I-II'UC
•K>iX;:i^;!i:KCfcXKiiTX!ld3iiQiX3MC-;KX}5XXSKXXii^K. S.ii.1 iin.irj.ao sli,.:i hv, s.itisl.ii.l.iu i,i Lesv-r j:-.il sliiill uni:.nn sucli endorsei.i.ni |...s ::,jy
In- u\|ii.»li I l-v l.essui.XX'KX>KiJ«X:ilX»KaXXXHKl^UaftJU™ia*Xi^-KXiXiHXXXai^
>X'JJJiXkXX!!ffi3aX±ldtxK>!K:Q5^tKKKSKX'KHS^X!X55K^^ ' essee's.. iiliiiismn lo keep Hie
eik i i i j<'njr.l insured J> p:mi,le.i herein siijii cunlmuc uiilii s.i.u e^.-ipiiun; is riUiirneu to Lessor.

..ess.e slull Tarnish l.cssur witli^jj^nstiiAnce pjliLJes, eiiuvii soinrnts or reuou.ils applic,i,>ie tu the equipment as suon js the.} become jvailjo.e to
ivsvee.

le.ise

13. Kist., t'n'Hl iifiuSi, Cti':Ji'nn«ituii:.
(ji Rnk Ci,...iiu'm..iV at the tune sacji [,si.s pj.ss :u l.cssur fruin t!.c ler.i.or of the equipment .in, I inni.nii.n • u,itil :lie. ieri;..n.i;:i>n i,: tli.s

,,i,,.. :!.e i.-turn o> I essee oi the. .'oniin'.'.iT,; ;o [ essm . 1 . .see .ISMIIIICS the er.liie. i >sk ot .my T.vent ol I oss ,.s >lei:nea oeiou 01 ar.> h,iln,;ty of I essor
,my ;_dse wiutsoevjr jiiu no Si.cl: J^ent of Luss or li.iL.in> shall relieve Lessee o: its obi i,;,i Linn heieinu.er.

,,M l)i!fii;i;ii!i /-i-i-Hf nl UIM I-ot
,•: eiei : ts v;.;,. respc*. :c s..c.. v'i.jip...j;,; til inc

i .',1, .I.L.-.^ed be}>::.^ iep,iir or .leii.'.aiientiv :i.,.Jeieu u.i!,;
ol, or ;ei|Liiul.oii o: t.tie to or .*se u\ shLh eL|i.iiiniei:;.

.oss wi th n.'s|:c..t !" .:iV ii.in
|I .•i1iupii.en; , (l., v..*.\. •'iit.'iii

or mtciulul ase lor ,i:;y reuson wh.iisi.eve:, ur l . iu I: e L

.;jj:. „..>• ul : .„'
O.,',j lust, stuki,,

i). ci;;.iisi, i;i.,r. or

U) /). [iriivli-iii iLimti/iiliii,; tin E:vi,l t>] l*i \ \ v.'poi. the on.li, rune oi .111 I vent nt LO-.S. Lessee sh.ili p..\ n: i.K.se in Iv p.m: ...
i.iuiiLMi..:elv ..vjil.iik. l"L.:.tis i ;i t:.e .iesl ie:il K.si.Jliil. u: i.. ,e .n ,'espeit • t siuh eijinpmei.l mi i. siuii I ' ven l ol U.ss si:. ill ,,,.. .1 . i l lei l.ie iii .al re..t
i.i-i.iiii..ei . .Uu ti.ei. u.i :i.e J\|i,i,.lion o'. t l ie li.i:n lot M.^ii c,|.. pi i^i i t) . (:i .icciued iciiUls ,r. icspeel ol M.^.. c<|U,;'.viuii, it j..y, u, li.e . l . l e u l su , . i
I ic i., ol Loss. Mil I l i e jLre.ne. ot il.e l.n: ."..ir/LCt >:ili.e 01 ...e e.,inpiiie..l or Hie Sli|nilju\! KISS V.due uunpi.lci.. as oi 'lie d..le ofs,.<:; L vent u! I »ss. ,..i;
iiilfics. >.i. ;..e n.'.^jiu o.ilai;ce o;' s^i.l Jiiioiu.t at Id'.;, pd . n;iun. l.o.:i ninety (911) >ljyi .il'K'r ;nc i.,i',c nl s.i.h 1 ver.t of loss to ihe iLle o: ruoci|U. , i i iJ
I iv) all .>;, ei iinp.iii. uinni.iu:ils t;ue heiet.:iiler. A; siii.li t:,-..c ..-. ! ess.>r !us r.'seive-d ;l:e sum ol Hi, i i u , i n . l mid nv.i j! ove. ll:u i..:Mij..lini. M! lessee ;o pj;
r .••!,! .I'Tcanuer u il;i ;espoe; to such eiiaipniei;: sli..ll leni!...j:c jii.! Losso: \viiL li.nis!ei to Lessee, ui l l iuu; reooiirse or \v_rrun.v, .ill ol i essor's ri^hi, ;i!k
.mil i,iler-Js;. ;f j j iy, in j.-.i'. lo the euuip:..cnl \v:;l. respect t<> w!i:cn sueli Lvei.l of 1 oss occ..rreo.

((..i /JiVuuwri'U :Vi>.' Cuii\lil;ilinx an .Ci.v;.' <>,' /-:v.. in the eve::( of il.ini.ige in le.iiiisition of ,.n\ e^Ui^.ne.il not c..inst!aiti,:f ..:i ! iv;.l o:
loss, lessee s:;.ni proinpily i;o,;ly LLSSO: in writui^. n; ', i^!. daiii,.;'e or rci,uisiiiu:i jnd, sli,,ll n'.tuin oblijz.iieu to uii.sC .<II p jx i r cn t i of rent :<ir ihi.
i - i t Ni[>i i . .::,: '.Vi1:̂ !1. :njy becoir.c due liereu:,uei in the ',J:.,e .'..June: us it such >l,inii.^c oi iciiinsaior. nad not occnrnv.. Si: !oni: .is ."..i i veil! of lictau.t SM.!..
li.i\e i i^ t i , .1 J,i and ne cu:iU:iU:.'.g, ill p.i> inent.s iic.r. iiisu[:.ni.c >.;<,>veus or otherwise u.tl; res|)CLt lo <i;o- sai.ii d,nn.i^e. oi r>.i;uisitio.~ shjii be- paiu i,ser l</
i essee ir.'i n icceipt of MiLisl.iclory evidence by L.CSSOI tn_; lessee n.is rep.iiied or conUuCU-ii to rep.iir such e(|ii:piiieni. Lessee s:i;dl lepan a:ic restore
sum L'(.|L.;.incnl to th? >.oi»lilinn u njs m immediately prioi lo the occur ier.ce whicli gave rise to sucn p..>inent. bln.ak. an I.veni >,i [>e!j.ill i,ave
oiuiirud .n:.l Lie contir.ut,-.^, all sucil payments sl.all be p..:J. our lo and retained o> Lessor. In I lie ease ol rei|uisili\in. any payments ulniv, exceed the

amount ot rent payable hereur.dei by Lessee, kiurir.^ thj: period of such rc<|uisition slijil be paid to oi retained by Lessor.



(o) Application ill I'at nii'rus Upon t:ie occuriencc of nn> hient of Loss, Lessor shall he cntirlcu lo anj shall recene llie enl,;c award,
i'Tit, settlement, insurance procce.ls or pa} incuts an>J nil installments thcieof Lessee lieiehy assigns lo lessor any ii.;|]t or interest lessee may have

or 111,11 hcicaflci acquire in .>ny such uwaid or pa> mem

14. IiUciiinilv. Lc*i,ie agrees lo del end al its own coat jr.J lo iru.emnify u n i l liolil harmless lessor, Us agents ami cmpi">ees. Irom .nid ae.ur.sl any
,-ml ,ill l.iss, claims, pjlcnt infn:ij:c;iiCi.ls, costs, expenses. JJIII»^L- ,inJ li.ibilitics (including rca*<'n.ilile attorney s' :ees), huwever cairco, resulting <l;re..tly
or iiiiiirccllv in any manner from llie issuance of Lessor's p.iiciusc order. assignment of lessee's purchase oilier, ownciship, purchase. dchvciy, lease,
pi-wssi „-.. retain, disposition, or iii.c.;ly or i.idireilh !ro.:i or pertaining 1» the »•». condition (mcluoing without l imi ta t ion la ten t or other delects
wlirui.:, 01 :iOl Jisvi)\vr:.l}lo) ui i',vi-.l..in or the equipim-i:: or the perfoim.iiiLV n( lliis ItMse (induuiii^ wiliioul l imitat ion well loss, claims, costs,
expenses, J, mages .Mid liabilities .uisiiie frum the de-th or injury to agents 01 employees of Lessee nr Lessor or any tlnril person, or d.im.,ju to Inc
propei (v n:~ I essec or Lessor, Jheir agents or ci::pKiycos, or miy third person. Hi in or corporjtion) except Tor sucn ilamages, losses, expense-, or lu'Miities
.iiisin^ i.,ut nf the ne^li^cnce or wili lul nasi.ui.Juct ol Lessor, I'.s d!;ent 01 employees This indcinniricjtion snail survive the expiration or other Ii-rmniution
of tint u'jsc for the hcnerit of and enlorwahli: by the Lessor.

15. Kctiir/i of Lui/ipinetit Lpon line c\piiiition or ejcliei lermin^tinn of .my lease hereundcr. Lessee sluli return each item of equipment to
Lessor, tree of .ill iiui'criisim! or iiisi.gnLi placed lr,aron l.y Lesser, ,nul in the same (iperatir.j; older, rcpaii , condition and appearance as uhcn re^eivej,
ouiiii.iiy ue..r and tt>ar excepteJ, unJ slull pay I'oi any repa:: » arid refurbisinnj: necessary to restore such equipment lo its original condition, [xssrc shall
u'tuin the equipment lo Lessor kuiimt: and shippinj; .same Irei^r.i and insurance prep.iici to J destination directed by Lessor. *

1 6 Default, Kt-iiKdies, Damages.

(a) Delimits The fnlluwinj; events sh.ill i . instHulo Lveiits of Default

i 1 ) Lessee sjiall fail to make any payment lo Lessor when due uiider (his lease and Midi failure to pay shall continue for a period of
len (in; .r. more days, 01

(2) There sn.ill occur ;m> termination of, inalenal alteriitinn in the scope of the coverage of, or reduction in the maximum ainouim
|ia>,ihk- .mdcr any irusurauce inaintained hy Lessee pursuant ;D this lease, or

(3) Lessee shall fall to perform or noxem- .my oilier coiciiaiits, londilion, or agieenicni to be performed or observed hy il here under
diiii suc!i laiiore shall Continue urtrenirdicd tot .1 pencil o;' t n n l y (311) days after written notice ihcieof hy Lessor; or

(4) Any representation or tvarunl} riiiide by lessee herein or in any document or certificate furnished Lessor in connection
hcieuitii s.'u;i prove to be incorrect at any lime in any iii:iteiiai reipeet; or

(5 ) Any olilyali.m of Lessee t'oi the pay..-.cr.t uf iioiroweti money, fin the ilefeired purchase price of properly or for the payment of
icni or hire under uny lea.se sl.all not be puid when due, uiieiiier hy acceleration or otherwise, or

(6) Lessee shall hocome insolvent or uar.hiupc or iiiake an .issi^nment for llie nenefit ol crcuiuns or consent lo the appointment of a
trustee or receiv^., or a trustee- or a receiver shall he upponr.cd for Ix-ssee or lor a Mil>sUntinl part of its property without its consent and sjiall no: he
Dismissed \\.;h;n j penod ut'siMi I'iiO.l u-ys; 01 bankiuplcy raoiganization, or insolvency piocectimgs shall be instituted hy or against Lessee, and, if
ir,stituiL.J ayjinit Jvssce, shall not be dismissed tvithin a period ofs i \ l> 1,60) days.

(.by liftnvJics. Upon the occurrence of any L'.v_ri! ol Default and at any time thereafter so lonj! as ihc same shall be contmumi;, 1 essor, at
Us optiuii, may do one or mote of the I'oUowmn with respect lo any or all equipment.

ill Proceeu by Lppropriaic court action .ir actions e.thei at law or in e<|uit>, to enlorcc performance b> Le^ee of the applicable
o&e and lo reeovei damages :'o: the breach :.'ier jof ;covenants of this I

expenses:

lease.

UI it-HKxei Lessor and Lessee at ree th.l tl.e ir.Ca-.urc o! da.naj'es is impossible lo ilelei n.ir.e in :he absence ol pi t.>r u veei.iem. Thjrelu.-c,
:he ,\.r;ics aurec !iut as dauiaycs foi the loss o: u bargain and n.u a.sa penalty 1:1 the case ot sale or reletting alter repossession Lessor shall be entitled to:

ii) Sale. Where a sale lias occurred, the diifcrJiice between the Nci Proceeds of Sale anu the Stipulated L"ss Val..o al the time of
sale. \V litre i. sale h ir. not jet occurred, the excess ot the Slni:.i.Uu Loss Value at Ihc time «\ Jelcrmmati.m OUT the E'air Market bales Value.

11 Kelt liiiii: Where a relellin;: h..v i<cv^r.-ed, llie deficiency between tl.e aiii',:ei;a;c ic-ntais due urn:..': :l.e re.e:tin.^ Discounted ut
1', n,ie .i,.J t.ij i'.1.. • i. (a) the Stipulated Loss Value jt relel i . ' i ' , o: (b.) the. ail^ieuale unpaid lease rentals discounted at P;nne. Where , relcm:v has not
> e; .«.M.::u;l. :/.• , .uicy betv.ej.-i the A^reute l:air M,.:kjt Rental Value discounted at Prime and !l.e lesser ot (a) the Stipulated Loss Value at time

<) uej:reg,ilc u.-.pjiu lease rentals disu>u..'i:d at I'ruiie.

<2) Repossess uith or without notice ain. sue for the rentals due hercundei as they Accrue Without notice am! at Lessee's costs and

•;3) Repossess and without teiminatmi; lJ:e leave hold the equipment until Lessee shall have complied with all ooligaiions unce; tiw

(4) Repossess with ur without notice uno sill, relet, use. hold or otherwise dispose ot the equipment,

(5) Without repossessing, declare all unpaid rentals immediately due and payable,

it) Repossess and terminate ihc lease.

M: dcie. nuiutio, ,

dfltTin.haCiou I . ,
sin.:i les

ii) In aduiti-ii. to thai sei on: in u) :n<d nil. Lessor sliall be endllAl ;o. I.H r|,e un,Mid rent Iroin rkl.uul 1.1. Ill sale, lelelim,: or
.'• ir »l damages. LIU! till l;. Iciest ml .ill .> .MI,;I:S iluO ir.Lludm); rent and daiii.u-.es !n>m il.ite due until pa>niunl at 10/i pe; annu..i or

1.1} represent ;!ic ii.a.xiimiiii pc.-.rmtcd b> apfhcaole law.

< '•: p.npusesol tins bectiun the lollowiii,: i.eiinitions apply

1 1 IliiWuiUfJ Reduction lo present vjuu js of the date o! sale, releitmj; 01 ileleimi.iation o
; , il :o the ."rei|ueni.y o: ren.al payments iiuU'r this lease

at the slated i.-itcres: rate
uii . l u: a i:cq.enc> '

' •' • Aggregate 1-sir Mjrkct Rental or Asgrtfsiti: frair Ahikel Sali-s I 'aluc: A value de'.eiir.mea l,> a recoitm/ed independent appraiser
.;'L.t,.al.> selected I t.esjor and Lessee or in the event of dif.»i,rec,ncnl selected by their independent designces. In the aosence ol such appointment, a
co,.ri MI compete.ii ...isdiction shai: make the determination.

i A'w Proceeds of SaU: The jir.iss cur.sioerjiion rece.ved by Lessor less all e:spenscs associated directly or indirectly with sale
.cp-air, advertising, freights, financing; c^.sls, ulc..;v.!uuim; rcf^.-bisl...

boriowers.
Prime. Best rate then charged by The Chase Manhattan Bank of New York lor SO-day loans to suosiantial commercial



Ml lach jn.l ev-M} .lows, .'nil ,e.:.ec; iri . ' i i *|i\iiu . i ly pin'ii to Le:.s,>i, :''..ll U1 IP. ...... i n n , ir ov.'i, . i i l i e i ,1 IWM .UK. .ciiic.is. ..i ,. iri .'
so ( i i.i!. 01 n.nv or In,. i.'.. Li' i esiiii.'ij .1 law 01 IN f i . i j i ly . .'iiil c.id. :i;.u cveiy jiov.ei m • L ' I L . U V jii. '> K1 e^'ieised I i> -i .mie ;.i n. ic o. s,,,iu,i.. ,;IM. •.!., .i:.,l
as i»l;en .ir.d HI such unk1! as may l» denned cxpc-dic.i; hy Lessor. All sncn powers aiid remedies sliall N: cumulative .mil I hi' exercise of one shall nut In1

neciiiCii .. waiver of the r.phl to exercise .my other or otheis. No delay or omission of lessor in the exercise ol anj such povvci 01 remedy and no leneujl
or cxtc..-. on of any payments doc herei.nuer snail impair ,.ny sach power or remedy or shall he construed in be a waiver of an> default or <ui acq iiiescen,.e
lliru'ir. hi tile event ;;'.,! lessoi shall uriiii;.i,iy sun to en...i<'c any of Us limits ncrciinder JIM shall be entitled to luugcmcru, then in sucii suit ] essor max
rivmcr u.ison.il!1-1 expenses, including attorneys' lees, ,m>l the amount I hereof sli.ill he included in sucii judgement.

1 esscc lierehv appoint lessor, [.ess.-e's irrevocable .ijeiit and jU<irncv-in-tnct 1o execute .ill ducur.ienls deemed neciiss-iry lo release, lerm.r.ju- ji.d
voi.l Lv-1.1- o'b ir.tere1.; in ^ny Ovjuipmenl .eased Iiereuncle. .uu: lo tile said >locuii:cnls fur reeoiiliiiiiin \v,ili .ipprojii iate .i^enci.'s provide il liui jr. I vent uf
I >el i ,ik n:.s oceiiireu .,r.d Lessoi in i;s diM.r>. lion deems uie of I Ins agency nece\s.>ry to effect jnv ren.env U'ssor eliooses to take.

I /. .-issigiiHH:iit by LL-SSCI:. Le^ee. shall nut assign, pledge or liypoliieeate t in* lease, the equipment or my part thereof or any ir.kre.s; thciein,
wjtnou'i trie pnoi xvntieii consent of Lessor. Consent lo any i.l' the I'oregoiii.; acts ".lull not hi; deeiiied lo ho eo merit to any subsequent si::ulai an. A

l.s. Asiigiiiin-n! by 1 c<n,::>r Lessor may assign, pleJt-e or in any other w.iy tiar.sfer I his leuse oil her in whole 01 in p.ul, or any interest there in
nit hoiu r.olice to U.isee a;u; Lessee shall execute sueli consuius lliereto us may he rciiuired hy Lebwi. Should llns lejie or u:iy interest thciei:i he .issii-iu-d
iii S'louli the reniul.s heieuntler be i>.sxi-,:nud, no bre..el. >..r Jeljull by Lessor of this lejsc or .my other ii^reen.ent ivtween lessee jnd lessor sii.il. e\euse
peili . ir. mee bv L^isee of any provis.oii hereof, anii no js.-iynee .shall be obligated to peilorm ,iti>' covenant, cunuilion or oulijuliori requires in be
peifi>;i:.ej h> Lessor liereunder. Tin: iij'i'.l of s-ueli assignee, '.u receive the rentals or to receive Hie eiiuipinent upon tui inmatiun uf the lease shdll ue free uf
ali ik-Ie:i-,e,s, seiofn and eotmterelamis \\his.h U^see inipl.; ;iow 01 huieulter he enl.lled to asseit ajiainst U'ssor.

bv /.usor. The equipr.ieni is jn,l slull ai all limes lemain ilie sole and e\e!usive proper iv ot lessor. Tl'.e onl> interest lessee snail
luvo in the equipment LS tha t of a Lessee heieumle;.

?'"'. Siispciisiuii ill Obiijiiluim of LcsiiH The uhli^jtioris1 of Lessoi liereurulei shall lie suspended to the e\Jer,t th.it ii is Inndfred or presented
Ironi eiMiirtl; ing thercml:. beejuse <it labor distuiKiives, MU'liiiling strikes .mil Uukouts, acts of God, tires, storms, uccicents, fiovernnientjl (emulations or
inlcri'^renci: or any cause whatsoever lievond the coiurol o; Lessor.

2^. ftohir-itu/r. .lyai/ul SctufJ. C<nintcrc!ai>,i, Ku. Lessee's nbli^aliun to pa> ail amounts due iieie-unuer slull I e absolute an.i uiik.i>nditio.-..d .ir.u
shali HIM be uft'eeled by anv eifcun.st.iiiee, including, without liniitaiion dl .111 > seloli, counleri-l.nni, delense, or other richl Miner, lessee m,A h.^e
a£iir..*i Lessor, di) iiiiy defect in :lie iiile, condition, desirn, operation, or fitness fur use of, or any damage lo or loss or destruction uf, the equipment, or
ur.y inl.'rriipt.on or cesjjiion in the u*1 <if possession tliereof by Lessee foe any reason whatsoever, or (in) any insolvency, bankruptcy, icorganiiatiun or
similar .'iocecdmf;,s by or against Lessee

U-v^ee hereby waives, iu the extent pcrnntied by ..pplicaole Lw. any and a!! rights which it may now have or which at .iny time hereafter na\ be
conleiieii upor. it, by .statute or otherwise, lo lei mn..itc, e.:ncel, quit, 01 siniendei tins lease.

*
ii lor any reason uhalsoevei this lease shull he. terminate.! in whole or in part hy operation of law.ybxccpt as speciticall> provided herein. Lessee

iionclhc.ifi .ipees to ]iav to Lessor an amount eu.ua] i.) e.iJ; nistallnient of rent at the time sucr. installnient wouk; have become due ui.d pa>u!''l.* in
,iccnrc.uiice with the terms hereof had this lease iiot been k-rn. mated in whole or in part, l.uch rent payment made by Lessee slull be. final and Lessee Mi l l
not seek :o recover ail or any part of sacti payment from I es»or lor any re-ison wluisoever.

Hi KfiiriffHlalkm ainl Otii iaii l t i>; Jane LCSV.V .-epresems, w.irra.itsaiiu eovenai.ts m :h.il it is a duly oi^.-niievl co:riorj:.oii with i e^es^iry
,io\\i.i aiid i[0a.ilica'uins to do iusiness and to pi'ilnr;;. :i,:s le.ise and ,i;.v e\hihits I hereto, (n) thai this lease l ias been ilui} au tno r i / ed In' .id i.evCssary
101 po. a,; ue;ion and w..l IHK tontravjiic or breach .inv u^ji. orgar.i/atic-nal or Lonirai.tu.il u7..l,ili»n b:udin;j U1<i>n Lessee, n i l ) :nat tins ,ca-c ;o:isLin.tes
u l'i;. ,.!,:[• ol'h^.itiori cnl.irecji'k ,n anoidai i t^ with its U.-..1-,, ml t..jt thau ue i.o sui ts ur pioeeedin^s pci ,ui i i£nr ti.re.itci.ea vvn.^h m.i> have un .dveise
eilecl i •! Lessee's fiiuiui.d ew)u.t;on er h.isiiK-ss.^M lli-l ::o nu>i:fai;e, c!ei\i of I rus t . chaitei, lease or other iiei, or secuiilv interest of any type, vull
at;a>.h ;•! l',^' cio-ip'i.eni. ^,; lha; l.ixcs due t'loiii lesxeJ have been j\nd iiiid Lessee's t inaiKial condiliuii is as represented in lmar,«.ial stalenienis
uau-n v^^jj^B.^^^y34-vrvJrQv7-2f December 30, 1973.

2 tociGSXKKirfXKXilKfc^

24. Nuticcs. All notices required under the ten.is ,ir,J. provisions hereof shall he in wiitnif: and addressed (i.l it to Lessee:

_ Ilammorinil] Paper Company
1540 E. Lakt* Road

Pennsylvania 16512
Attention: Secretary

nr a; s.:ci, oil.er aUdress a-i lessee shal: from time to time designate in wrilinj! So Lessor, or (ill if to I essor- MDI-C Lquij'meni Leasing Corporation,
AneiKioii: I'rLsiiient, at 3855 I.akcwooil lioulcvard, Liii.y liea^h, California 9(.iB46, or lit such other address as Lessoi shall fiom lime lo time designate in
wi.lny !•• I. -.-.e;

25. 1 1
lease the !>.:.•
o;iiCi il- .^ui. ,

Jn. -.
heieot siull .
su!>seq,.uit d.il. ..ereto, executed b> both parlies.

27. 'Sum: '1 inie is of the essence hi-jeof.

IN W1TNHSS \VHI ;RF.OF, the parties licrcto have cjuscd tins leus,c 10 he executed by ;lieii duly authori/Cu officers on tlie Jay
j;nl year ii:&i wriilen aoove.

. ;i:;ons PrrceJuM. As conditmn.s precedent to Lessor's duties under this lease. Lessee shull furnish Lessor un o; hiMViK the delivery of this
.nf : (a) an opinion ol coans^l vcrilym;: those represcnlatioiis set out in Section 22 hereot, (Dl certified copies ot necessary resolutions ,md

;- aiithoii/.i;.ii '...is lease and Lessee's pei for malice heieundcr.anu (c) such olhef iiocumenlsas Lessor maj require.

; itcahli' Ijjw, Mo.iitimti«iis "1 Ins lease sh.o! be governed l>y and construed according to I'm1 laws of the Slate of California. The terms
'!. be waives, vanea. contradicted, explain^., umcnded or changed in any oliicr ninnner except hy an ins t rumen t in wri t ing (if even or

Li-:i,SOR:';MDFCfcQUIP.Vl&NTLbASINGCORPOKAT10N LL:SSHL-: HAMMERMLLL PAPER COMPANY
1 ^ \ l\ ~\ ~~~nr~~-^ "^ r\ \ ' \ "••—V-.

i l l e Title

,-„,, A



CORPORATE FORM OF ACKNOWLEDGMENT

STATE OF C ALIFORM I A

COUNTY OF LOS ANGELES
ss:

On this 28th day of May, 1974, before me personally appeared

Thomas J. Motherway, to me personally known, who being by me duly

sworn, says that he is the authorized agent of MDFC Equipment Leasing

Corporation, that the seal 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.

(SEAL)
W£»^c^

r^TjA, PATSY'A. VIc'cLUIMG
11 / ? '>' Vj- |lljc' '"^f pl- "su: - :A, it i 'i>r. ̂

V? ' v^' I-OS ANGr L £S CO LI \i IV
I ^f.-'~-f KV ̂ oinmissir.n tip rr$ l\i\t ;'v, 19

Title o u m c e r

A

1976

McCoimEil Uwglas Finance Coloration

My commission expires _>Q



STATE OF PENNSYLVANIA )
) SS:

COUNTY OF ERIE )

On this .ayftday of 7̂7lâ t , 1974, before me personally

appeared D. C. Wright, Jr. and J. B. Enders, to me personally known,

who being by me duly sworn, say that they are respectively the Treasurer

and Assistant Secretary of Hammermill Paper Company, that the seal affixed

to this acknowledgment is the corporate seal of said corporation, that

the foregoing instrument was signed on behalf of said corporation by

authority of its Board of Directors, and they acknowledged that the

execution of the foregoing instrument was the free act and deed of said

corporation.

(KOTAKIAL SEAL) V̂̂ .̂ n̂

(CORPORATE SEAL)



Riders to Equipment Lease Agreement No. 110 Between
MDFC Equipment Leasing Corporation and Hammermill Paper Company

Dated Wsô  .LS . 1974
__ _ _

Alder A
simultaneously with

Rider K
Lessee agrees that the equipment will be used soley upon the lines

of railroads in the continental United States in the usual interchange of
traffic.

or repair

Uider D
certificates of insurance evidencing such

Rider Z
locatec on the lines of a railroad and within a radius of 500 miles of
Erie, Pennsylvania.

"tider :-
Nothing in this Section 17 shall be deemed to restrict the right

of Lessee to assign or transfer its leasehold interest in the equipment or
possession of the equipment under this Lease to any corporation into or with
which the Lessee merges or consolidates or which acquires the property of
Lessee as an entirety, or substantially as an entirety, where

(a) Lessee ceases to exist as a corporation; and

(b) Such other corporation duly assumes the obli-
gations of Lessee hereunder; and

(c) At the time of such assignment or transfer such
other corporation has a consolidated net worth
not less than that of Lessee on December 30,
1973 and an earnings history not less favorable
than that of Lessee at the date hereof.

The Lessee shall Iiave the right to sublease any item of equipment;
provided, however, that no such assignment, sublease or permitted use shall
relieve the Lessee of any of the obligations, liabilities or duties hereunder
which shall be and remain those of a principal and not a surety. The Lessee
may receive and retain for its own account such compensation for subletting



f
che equipment and/or for cne use of the equipment by others as the Lessee
may determine. Without limiting the foregoing, it is contemplated that
the Lessee shall receive insofar as applicable law and regulations allow,
all mileage allowance rentals and/or other compensation (hereinafter
referred to as "Mileage") payable by carriers by reason of the use of
equipment and if for any reason the Lessor shall receive any Mileage
then (unless an event of default as defined in Section 16 shall have
occurred and be continuing) the Lessor shall remit such Mileage to the
Lessee promptly after the Lessee shall furnish to the Lessor an opinion,
ruling or other evidence satisfactory to the Lessor that the remittance
thereof will not violate any applicable law or regulations and Lessee
shall notify Lessor promptly of the identity of each sublessee and the
expected duration of each sublease.

Rider G
and Lessee retains possession of the Equipment,

Rider H
except as stated in Lessee's 1973 Annual Report to Shareholders.

The foregoing Riders A through H to Equipment Lease Agreement
No. 110 are hereby agreed upon and accepted:

LESSOR: KDFC EQUIPMENT LEASING CORPORATION HAMMERMILL PAPER COMPAXY

By

Title rx^JQyvxfxvi t CUfl/w~ _ Title 1 R^A f>"

-2-



Exhibit A

Daiei;

LESSOR:

LESSEE-:

INDIVIDUAL EQUIPMENT RECORD

to thai llquipment lease Agicenicnt dated

.V.DIrC l-qiup.iiei:; Lousing Coi portion
?#55 l.akewood buiik'vurJ
Long Beacn,C.ilif.irnu 90846
\uen; ion 1SA-.U

Ilaiimermill Paper Company
1540 E. Lake Road
Srie, Pennsylvania 16512

.R NO. 110-001

LOCATION OF EQUIPMENT: Continental United States

DELIVERY DATE:

New x Purch.

Used .' No.

i
Sales, Use ar.d Other

ise Order
Corp. C-915

'lernv 15 > e a r ( s ) m o n l l j f i )
Commencing

1

Sei/iir:;\ Deport:
S None

INSURANCE REQUIREMENTS: ^^x^ii^^Wxxxkjmxbcxk»XXO{bdK3j;ntKX
x3fcaij£x LIABILITY. Bodily Injury 5500,000 per person/Si. 000.000 per accident:
Propeuy Damaj;e $100,000.

RENTAL: S payable up^n execution of llus IliK, lo he applied u> tlie first

ui. iiis-jilr.ieiit. Payment of the second

:opiCC on

thr.nii;li thirtieth rental ir.stuLiicr.ts sliull

and snail continue seiaiannually thcieuitcr on I he day of each

, with e:.cli buch rental installment tn be in Ihe ; i inouul of S

EQUIPMENT DESCRIPTION AND SERIAL NO.fs) (SEE ATTACHED INVOICES):

Description Senul No. COM

25 lOo-ton nominal capacity combination
rouncwood, wood chip cars per Hammermill
drawing C-342, Specification SC-403 and
Ortner Freight Car Company Proposal
OCN1118-4-73

HPAX Xos. 137
through 161



STIPULATED LOSS VALUES

Bi-u jn . :
PAY.\:hNT

NO.

I
2
3
f

5
6
7
8
D

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

There-
after

STIPULATED LOSS
ASA !>:-.tCENT
OF ORIGINAL

COST

100.0
105.3
105.5
105.5
105.1
104.5
103.6
102.5
101.0

99.3
97.4
95.1
92.6
89.9
86.9
83.7
80.3
76.6
72.7
68.6
64.3
59.9
55. 2
50.4
45,, 5
40.5
35.4
30.3
25.2
20.1
15.0

Bi:i-ORli
PAYMENT

NO.

STIPULATED LOSS
AS A PI:RCI-:NT
OF ORIGINAL

COST

BFiE'ORE
PAYMENT

NO.

STIPULATED LOSS
AS A PERCKNT
OF ORIGINAL

COST



STIPULATED LOSS VALUES

I'AYMEM
NO.

STIPULATED LOSS
AS/ '':': CTNT
OFOK1G.NAL

COST
PAY.VHINT j

NO.

STJPULATI-DLOSS
AS A I'l-'RCliNT
01: OKK.INAL

COST

BI-HORI:
PAYMENT

NO.

STIl'L'LA fhl) LOSS
AS A PURCF.NT
OF ORIGINAL

COST



SPECIAL CONDITIONS:

'I he underwit!. i.1. 1 i cssor noich> leases to llio unucrsi^neJ Lessee, :m<l tin1 unite, li.cnod Lewe agrees to lure trom Lessor the equipment
described herein. I .i.1 ",,i:sM.ve hereby acknowledges aiio a,1 <sirs, rcspeetmj the d iu ip inuni ilesciiheti herein.

i' 1 1 riut Lesnv ii.is mspccteu ;he equipment tiill;, ,inJ completely ,i!> to si/e, model, ; unction and conformity to the purchase oruer,

', 2> That tlie -..^.i.in.ijri! is oi a size, dcxifii, lunc:i.-:i a:id i)i;1inii.n.luier selectcJ hy Lcsioi.1.

i 3,i Tiut U'vi'.x .-, satisfied tlui the sutne is Miitublc tor us inleniloi: purposes and uny special pin poses of Lessee,

i-;,! LFSSOK I.S NOT A MANUl- 'ACTURTR Ol: HIE I- 'QUIPMI NT OR A 131 AL! R l\ S I M I L A R TQUIPMLNT AND HAS NOT
JNSfI.v.Tl 15 Tiif. i.Ol.'l!'Ml-NT PRIOR "1O DI.UVTRV 'J'O AND AUTPTANCI HY I l.SSL'1-:. Li SSO14 BY VIKTUf- OF- HAVING LL'ASM)
THL l - Q i : i l > M L N T I .sDI'R THIS LliASl OR IJY V i R r i H - OI1 ANY NW1OTIATIONS IN RI;SI'I.CT -IO THIS LI-ASE HAS NOT MAD I:
•\N1) D O I S NOT •.,••.:<;• ANY RILI 'RLSl-NTA'l 'KJV OK WARRANTY, l-.M'ltKSS OR IMI'LII.I), AS TO CONDITIONS. QUALITY,
IH'KABILITY, sn7-\li5LITY, MI-RC'HANTABILirY OR I-'ITNT.SS TOR US1- OR 1-TJ'NhSS I OR A PARTICULAR PURI»OSr. OR AS TO
ANY OTIIF'R \ \ARR-\ i \ 1 Y WHATSOLVER, KXPUILSS OR IMI'LIF.D, WITH RESPKT TO THE F QUIPMI-NT.

(.5'i Th.ii l!;e v ...... i.ir.xn; is new and unused, anJ i l i u t lliu equipment lias been aolivered to, is now in pos.seii.ion of and iieceptaolo to
LO-.SIV

Tiie Le.ssoe iijju'u:. to pay the rent sut ;'orth herein. The covenants, terms and conditions appearing in ilia: cerium Equipment Lease
Atfivi.iui.L uaieJ __ __ between the undersigned Lessor and Lessee, shall be deemed to be incorporated
heroin j>' retcrence. I :,.s Individual Fquipment Record shall be governed by and construed in accordance with the laws of the Stale of

LI.SSOX: LHSSKE:
MOi'C LOUIPMENT :.. s.SING CORPORATION

I>y _ By

Title Title
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Lease Addendum No. 1

(Purchase Option)

In connection with Chat certain Lease Agreement dated as of
che date hereof (the "Lease") between MDFC Equipment Leasing Corporation,
as Lessor (the "Lessor") and Hammemill Paper Company, as Lessee (the
("Lessee") covering cerLain items of equipment ("Equipment") more fully
described in Lhe Individual Equipment Records ("IER") identified as
Exhibit "A" thereto it is agreed that upon execution by the parties
hereto, this Lease Addendum No. 1 shall constitute a part of said Lease.

Lessee is hereby granted an option, which option shall not
be assignable, to purchase AS-IS-WHERE-IS all, but not lest; than all
of the Equipment covered by said Lease, at the expiration of the term
of each oi" said lER's to said Lease, for its then Fair Market Value,
against delivery of a bill of sale transferring and assigning to Lessee
all right, title and interest of Lessor in and to the Equipment and
containing a warranty against liens or claims of persons claiming by,
through or under the Lessor except liens and claims which Lessee assumed
or is obligated to discharge under terms of the Lease.

The exercise of said option is conditioned upon: (a) per-
formance of all of 'the terms and conditions of said Lease and all
LiiR's thereto, and of all other agreements between Lessor and Lessee,
jt the time :̂ \d in the manner required therein and no event which
v/ith due notice and/or lapse of time would constitute an event of
default shall have occurred and be continuing under the Lease or
any of the IL'.̂ 's executed pursuant to said Lease or any other such
agreement; (b) Lessor's receipt of written notice of the election
to exercise said option at least one hundred twenty days prior to
the date upon which the original term of the first IER of said Lease
expires; and (c) payment to Lessor of said Fair Market Value price,
as set forth oelow, together with all taxes on or measured by such
purchase price.

The Fair Market Value shall be an amount mutually agreed
upon by Lessor and Lessee. Lessee's estimate of Fair Market Value
of the Equipment covered by this first expiring IER referred to shall
accompany the 120 days' notice set forth above; and one hundred
l.wenty (120) days prior to the expiration of each subsequently
expiring IER, Lessee shall send its reasonable estimate of the Fair
Market Value of the Equipment covered by each such IER. If Lessor
and Lessee are unable to agree upon the amount of the Fair Market
Value of the Equipment within sixty (60) days after Lessor's receipt
of the estimate thereof, then the Fair Market Value shall be deter-
mined by an appraiser selected by mutual agreement. If Lessor and
Lessee are not able to agree upon an appraiser, or if the Fair Market
Value is not so determined within ninety (90) days after Lessor's



of Lessee's notice of election to exercise the purchase
o.j_ions, the Fair Market Value shall be determined by American
A.v.-.uisal Company. The Fair Market Value as finally determined
£,\:_. bear interest for the period, if any, from the date of
t:... Lration of the IER to the date of payment, at the rate of 10%
pt." annum and Lessee shall pay the cost of any appraisal should
c'ĵ ii/aisal be necessary.

By Lessee's purchase of the Equipment covered by the
i'lrst IER entered into pursuant to said Lease, Lessee agrees that
i; bhall thereafter purchase, upon the terms and conditions set
LoL'Lh herein, the remainder of the Equipment covered by said
Loc.se.

Unless Lessee has purchased the Equipment as set forth
£.jwve, all the Equipment then leased shall be returned pursuant
to Section 15 of the Lease.

Â.WITNESS the due execution hereof as of the 3.S day of
1974.

HAMMERMILL PAPER COMPANY

'X

MDFC EQUIPMENT LEASING CORPORATION

-2-



Lease Addendum No. 2

Reference is t;ade to that certain Lease Agreement dated as of
t.ie aate hereof (tne "Leasa") between MDFC Equipment Leasing Corporation
as Lessor and Hatmnennill Paper Company as Lessee covering certain items
oC equipment ("Equipment") more fully described in the Individual Equip-
ment Records ("IER") identified as Exhibit A thereto. It is agreed that
upon execution by the parties hereto, this Lease Addendum No. 2 shall
constitute a part of said Lease.

If, with respect to any item of equipment, the Lessor shall not
have or snail lose the right to claim, or there shall be disallowed, any
depreciation deduction provided for under Section 167 of the Internal
Revenue Code of 1954, as amended, in reporting its taxable income for
each year during which the Lease is in effect, for any one or more of
the following reasons:

(1) Actions or omissions of Elammermill, its
officers, employees, agents, servants,
independent contractors, permittees or
licensees; or

(2) Changes in the applicable federal law,
including, without limitation, rulings,
regulations and court decisions imple-
menting or interpreting such law;

tn.jn Lessee snail within 10 days following written demand made by Lessor indem-
nify and wave harmless Lessor from and against all additional Federal income
tr./.es required to be paid as a result of depreciation benefits so lost,
including interest and penalties applicable thereto, and pay all reasonable
attorneys' fees and court costs of Lessor in connection with any action,
sui- or proceeding instituted by or against Lessor with respect thereto,
provided, however, that Lessee shall have the right, at its option, and
aiLer presentation of the opinion of Reed Smith Shaw & McClay, Attorneys
a_ l-aw of Pittsburgh, Pennsylvania, that a bona fide defense to said claim
fo^- additional Federal income taxes exists, to resist and defend at its
expense in tne name of Lessor any determination, judgment or claim by any
Federal agency that Lessor was not entitled to a depreciation deduction
uncer Sec-ion 167 with respect to any item of the equipment during the term
of Lhe Lease, except that in the event that the Lessor does not permit
Lessee Lo resis.. and defend any such judgment, claim or determination as
aforesaio, Lessee forthwith shall be relieved of any further liability or
obligation to indemnify and save the Lessor harmless from and against any
any all tiuch additional Federal income taxes, including interest and
penalties applicable thereto, and the Lessor on demand shall repay to
Lessee any amounts in respect of such taxes, interest or penalties which
Lessee shall have previously paid to the Lessor; it being understood that
in no event shall Lessee be relieved or excused from any liability or



r
obligation of Lessee under this Lease Addendum No. 2 to pay all reasonable
attorneys' fees and court costs in connection with any action, suit or
proceeding instituted by or against the Lessor with respect to such income
izaxes incurred prior to the time Lessor revokes Lessee's authority to resist
and defend any such judgment, claim or determination in the name of the
Lessor.

It is expressly understood and agreed that Lessee shall not incur
any liability or obligation hereunder by reason of any actions or omissions
of Lessor, its officers, employees, agents, servants, independent contractors,
perii.ittees or licensees.

The indemnification provided for herein shall survive the expira-
tion or other termination of the Lease.

WITNESS the due execution hereof as of the a*i day of
1974.

I-IDFC EQUIPMENT LEASING CORPORATION HAMMERKILL PAPER COMPANY

By \;Â \\v
Its

-2-


