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Dear Sir:

Enclosed for filing with and recording by the Interstate
Commerce Commission are the following documents: %‘7

f:/\/& R %
Seven (73 executed copies of a Lease of Railroad
Equipment (No. 3) dated as of June 15, 1977, between
SSI Rail Corp., Two Embarcadero Center, San Francisco,
California, 94111, and First Security State Bank, 79
South Main Street, Salt Lake City, Utah, 84111, acting
not in its individual capacity, but solely as Trustee
"under a Trust Agreement with The Budd Leasing Corp.
Ten e &
PEUrteen (iﬁ) copies of a Purchase Order Assignment
dated as of June 15, 1977, amongg%_l%ig_il.mw
Industries, Incorporated, 750 Thir venue, New York,
New York, 10017, and First Security State Bank, not in
its individual capacity, but solely as Owner-Trustee
under a Trust Agreement with The Budd Leasing Corp.
Seven (7) of these copies have been executed by First
Security State Bank and SSI and seven (7) copies have
been executed by ACF Industries, Incorporated.

These documents cover the following equipment:

100 70-ton, 50'6", general purpose boxcars with 10"
end-of-car cushioning (AAR Mechanical Designation XM),

bearing the identifying numbers ADN 8000 to ADN. 8099,
inclusive.

Identifying marks on all of the foregoing equipment:
The words, "OWNED BY A BANK OR TRUST COMPANY UNDER A
'SECURITY AGREEMENT FILED UNDER THE INTERSTATE COMMERCE
ACT, SECTION 20C," printed on each side of each unit.

(1)

DERDO .CENTER SAN FRANCISCO, CALIFORNIA 94111
- TELEX 34-234 CABLE SSI
SUBSIDIARY OF THE ITEL CORPORATION

(415) 983-0123
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Mr . Homme
July 1, 1977
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Also enclosed is our check in the sum of $100.00, payable
to the Interstate Commerce Commission, being the prescribed
fee for filing and recording the foregoing documents.

This equipment is being acquired by SSI under the Lease

of Railroad Equipment being filed herewith. SSI will, in
turn, lease the equipment to the Ashley Drew & Northern
Railway Company pursuant to that certain Lease Agreement
dated as of March 29, 1977, filed with the ICC on May 27,
1977 at 1:45 p.m. and assigned recordation number 8837
Therefore, we respectfully request that the documents
submitted herein be cross-referenced to the aforementioned
Lease Agreement.

The Lease of Railroad Equipment (No. 3) is guaranteed by the
parent of SSI, ITEL Corporation, One Embarcadero Center, San
Francisco, California, 94111.

Please return all additional copies of the enclosed counter-
parts not required by the Interstate Commerce Commission
to the party delivering this letter on our behalf.

Secretary

MDG:md
Enc.
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Buterstate Commerce Commission
Washington, B.E, 20423

OFFICE. OF THE SECRETARY

July 7, 1977

Martin D. Goodman

SSI Rail Corp.

Two Embarcaderoc Center
San Francisce, CA 84111

Dear _ .

Sir:

The enclosed document(s) was recorded pursuant to the

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

49 U.S.C. 20(c), ,
©) O s p At 11:40 AM

and assigned recordation number(s) ) .
8873,’,8/@73-1\, 8873-B and 8873-C.
Sincepf’/l,y yours,

[ ’/'
. //“f\/

H.G. Hommey Jf.
Acting Secretary

ELx
Enclosure(s)
cct William R, Giusti

One Chade Manhattan Plaza
New Yor, NY 1005

SE-30-T
(6/77)
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; X
LEASE OF RAILROAD EQUIPMENT
(No. 3)
Dated as of June 15, 1977,
between R
SSI RAIL CORP., <$&@
and

FIRST SECURITY STATE BANK,
not in its individual capacity
but solely as Owner-Trustee




LEASE OF RAILROAD EQUIPMENT (No. 3), dated
as of June 15, 1977, between SSI RAIL CORP.,
a Delaware corporation (hereinafter called
the Lessee), and FIRST SECURITY STATE BANK, a
Utah corporation, acting not in its individual
capacity but solely as Trustee (hereinafter,
together with its successors and assigns,
called the Owner-Trustee) under a Trust Agree-
ment dated as of the date hereof (hereinafter
called the Trust Agreement), with THE BUDD
LEASING CORP. (hereinafter called the Owner).

WHEREAS the Lessee, ITEL Corporation (hereinafter
called the Guarantor), the Owner, the Owner-Trustee and the
Purchasers (hereinafter called the Purchasers) named in
Exhibit A thereto are entering into a Participation Agreement
(hereinafter called the Participation Agreement) dated as of
the date hereof;

WHEREAS the Lessee is assigning to the Owner-Trustee
pursuant to a Purchase Order Assignment (hereinafter called
the Purchase Order Assignment), substantially in the form
attached to the Participation Agreement as Exhibit B, the
Lessee's rights under a certain Purchase Order (hereinafter
called the Manufacturing Agreement with ACF Industries,
Incorporated (hereinafter called the Builder) to purchase
and take delivery of those units of railroad equipment
described in Schedule A hereto (such railroad equipment
being hereinafter sometimes called the Equipment);

WHEREAS the Lessee agrees to lease from the Owner-
Trustee all the units of the Equipment, or such lesser number
of units as are delivered and accepted under the Purchase
Order Assignment, at the rentals and for the term and upon
the conditions hereinafter provided (each such unit being
hereinafter called a Unit);

WHEREAS the Lessee intends to lease the Units to
certain railroad companies pursuant to Subleases (hereinafter
each sometimes called a Sublease), substantially in the form
of Schedule E hereof and to assign the Subleases and any
other subleases of the Units to the Owner-Trustee pursuant to
Assignments of Sublease (hereinafter each called a Sublease
Assignment), substantially in the form of Schedule F hereof;
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WHEREAS the Owner-Trustee intends to assign certain
of its rights under the Sublease Assignments to the Trustee
(as hereinafter defined) for security purposes pursuant to
Reassignments of Sublease (hereinafter each called a Second
Assignment), substantially in the form attached to the
Sublease Assignment as Annex A until the Owner-Trustee
fulfills all its obligations under the Security Document
{as hereinafter defined);

WHEREAS the Owner-Trustee is entering into an
Equipment Trust Agreement (hereinafter called the Security
Document) with First Security Bank of Utah, National Associ-
ation (herein, together with its successors and assigns as
trustee under the Security Document, called the Trustee),
pursuant to which equipment trust certificates (hereinafter
called the Trust Certificates) will be issued and sold
to finance a portion of the purchase price of the Equip-
ment, and the Owner-Trustee will be obligated to make pay-
ments equal to the principal of and interest on the Trust
Certificates out of the rentals received hereunder and
security title and interest in the Units will be conveyed
to the Trustee until the Owner-Trustee fulfills all its
obligations under the Security Document;

WHEREAS the Lessee is entering into an Indemnity
Agreement (hereinafter called the Indemnity Agreement) with
the Owner, substantially in the form attached hereto as
Schedule C, pursuant to which the Lessee agrees to indemnify
the Owner under certain circumstances against the loss of
certain tax benefits contemplated to accrue to the Owner
under this Lease;

WHEREAS the Guarantor is willing to guarantee the
observance and performance of the covenants, obligations and
agreements of the Lessee under this Lease and the Indemnity
Agreement pursuant to a Guaranty Agreement (hereinafter called
the Guaranty Agreement), with the Owner-Trustee, substantially
in the form attached hereto as Schedule D; .

WHEREAS the Owner-Trustee will assign this Lease
and the Guaranty Agreement (in so far as the Guaranty Agree-
ment provides a guaranty of the observance and performance of
the covenants, obligations and agreements of the Lessee under
this Lease) to the Trustee pursuant to an Assignment of Lease
and Agreement (hereinafter called the Lease Assignment), sub-
stantially in the form attached to the Security Document as-
Annex II, and the Lessee and the Guarantor will consent to
the Lease Assignment pursuant to a Consent and Agreement



(hereinafter called the Consent); and

WHEREAS the Lessee and the Guarantor have entered
into a Covenant Agreement dated as of March 15, 1977 (herein-
after called the Covenant Agreement), in the form attached to
the Participation Agreement as Exhibit D, pursuant to which
the Lessee and the Guarantor make certain covenants and
agreements;

NOW, THEREFORE, in consideration of the rentals
to be paid and the covenants hereinafter mentioned to be
kept and performed by the Lessee, the Owner-Trustee hereby
leases the Units to the Lessee upon the following terms
and conditions:

§ 1. Net Lease. This Lease is a net lease. The
Lessee's obligation to pay all rentals and other amounts
hereunder shall be absolute and unconditional and, except as
herein provided, the Lessee shall not be entitled to any
abatement of rent, reduction thereof or setoff against rent,
including, but not limited to, abatements, reductions or
setoffs due or alleged to be due by reason of any past, pres-
sent or future claimg of the Lessee against the Owner-Trustee
or the Owner under this Lease or under the Security Document,
- including the Lessee's rights by subrogation thereunder
against the Builder or the Trustee or otherwise; nor, except
as otherwise expressly provided herein, shall this Lease
terminate, or the respective obligations of the Owner~-Trustee
or the Lessee be otherwise affected, by reason of any defect
in or damage to or loss of possession or loss of use or
destruction of all or any of the Units from whatsoever
cause, any liens, encumbrances or rights of others with
respect to any of the Units, the prohibition of or other
restriction against the Lessee's use of all or any of the
Units, the interference with such use by any person or
entity, the invalidity or unenforceability or lack of due
authorization of this Lease, any insolvency of or the
‘bankruptcy, reorganization or similar proceeding against
the Lessee, 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 in the manner and at the times herein provided unless




the obligation to pay the same shall be terminated pursuant
to the express provisions of this Lease. To the extent
permitted by applicable law, the Lessee hereby waives any
and all rights which it may now have or which at any time
hereafter may be conferred upon it, by statute or otherwise,
to terminate, cancel, quit or surrender the lease of any of
the Units except in accordance with the express terms
"hereof. Each rental or other payment made by the Lessee
hereunder shall be final and the Lessee shall not seek to
recover all or any part of such payment from the Owner-Trustee,
the Owner, any holder of the Trust Certificates or the
Trustee for any reason whatsoever.

§ 2. Delivery and Acceptance of Units. The Owner-
Trustee hereby appoints the Lessee 1ts agent for inspection
and acceptance of the Units pursuant to the Purchase Order
Assignment; provided, however, that such acceptance shall
be in accordance with the provisions of Section 3.01 of the
Security Document. Each delivery of ‘a Unit to the Owner-
Trustee under the Purchase Order Assignment shall be deemed
to be a delivery hereunder to the Lessee at the point or
points within the United States of America at which such Unit
is delivered to the Owner-Trustee under the Purchase Order
Assignment. Upon such delivery, the Lessee will cause an
employee or agent of the Lessee to inspect the same, and if
such Unit is found to be acceptable, to accept delivery of
such Unit on behalf of the Owner-Trustee under the Purchase
Order Assignment, on behalf of the Trustee under the Security
Document and on behalf of itself hereunder, and execute and
deliver to the Owner-Trustee and the Trustee a certificate of
acceptance (hereinafter called the Certificate of Acceptance)
in accordance with the provisions of the Purchase Order
Assignment, stating that such Unit has been inspected and
accepted on behalf of the Lessee, the Owner-Trustee and the
Trustee on the date of such Certificate of Acceptance and is
marked in accordance with § 5 hereof, whereupon such Unit
shall be deemed to have been delivered to and accepted by the
Lessee, the Owner-Trustee and the Trustee, and shall be
subject thereafter to all the terms and conditions of this
Lease and the Security Document. The Lessee hereby represents
and warrants to the Owner-Trustee that no Unit shall be put
into service earlier than the date of delivery to and accep-
tance by the Lessee as agent for the Owner-Trustee hereunder.

§ 3. Rentals. The Lessee agrees to pay to the



Owner-Trustee, as rental for each Unit subject to this Lease,
61 consecutive payments payable on July 31, 1977, and on each
January 31, April 30, July 31 and October 31 thereafter, com-
mencing October 31, 1977. The first rental payment shall be
in an amount equal to the sum of (a) the product of (i) the
aggregate principal amount of Trust Certificates issued pur-
suant to Section 2.01 of the Security Document, times (ii)
.02639% for each day elapsed from the date on which such"
Trust Certificates were so issued until such rental payment
date, plus (b) the product of (i) the Purchase Price (as
defined in the Purchase Order Assignment) of each Unit then
~subject to this Lease, times (ii) .00135% for each day
elapsed from the Closing Date (as defined in the Purchase
Order Assignment) with respect to such Unit until such
rental payment date. The second rental payment shall be in
an amount equal to 2.5312% of the Purchase Price of each
Unit then subject to this Lease, less an amount equal to
.00135% of the Purchase Price of each such Unit for each day
elapsed from the commencement of the quarterly period
terminating on said rental payment date to the Closing Date
with respect to such Unit, plus the amount, if any, payable
pursuant to § 16 hereof. The next 59 quarterly renta
payments shall each be in an amount equal to 2.5312% of the
Purchase Price of each Unit subject to this Lease on the
date of such payment. The foregoing amounts and rental
rates have been calculated on the assumption that 74.5616%
of the Purchase Price of the Units will be provided out of
the proceeds of the sale of Trust Certificates having an
interest rate of 9-1/2% per annum. If for any reason the
Owner-Trustee pays more than 25.4384% of the Purchase Price
of any Unit pursuant to Section 3.03 of the Security Document
or Trust Certificates are sold at an interest rate other
than that hereinabove specified, the Owner-Trustee and the
Lessee agree that the rentals payable hereunder and the
Casualty Value percentages set forth in Schedule B hereto
will be appropriately adjusted in order that the Owner's net
return (computed on the same assumptions, including, without
limitation, tax rates, as were utilized by the Owner in
originally evaluating the transaction) will not be increased
or decreased by reason thereof; provided, however, that the
rentals and Casualty Value percentages, as so adjusted,
shall not be reduced in any case from the ‘amounts set forth
herein other than to reflect any reduction in the interest
rate on any Trust Certificate as aforesaid.

If any of the rental payment dates referred to



above is not a Business Day (as such term is defined in the
Security Document), the rental payment otherwise payable on
such date shall then be payable on the next succeeding
Business Day, and no interest shall be payable on such rental
payment for the period from and after the nominal date for
payment thereof to such next succeeding Business Day.

For so long as the Security Document shall remain
in effect, the Owner-Trustee irrevocably instructs the Lessee
to make all the payments due the Owner-Trustee provided for in
this Lease to the Trustee, for the account of the Owner-Trustee,
in care of the Trustee, with instructions to the Trustee (a)
first to apply such payments to satisfy the obligations of the
Owner-Trustee under the Security Document known to the Trustee
to be due and payable on the date such payments are due and
payable hereunder and (b) second, so long as no Event of Default
under the Security Document shall have occurred and be continuing,
to pay any balance promptly to the Owner-Trustee or to the
order of the Owner-Trustee in immediately available funds at
such place as the Owner-Trustee shall specify in writing.,

The Lessee agrees to make each payment provided
for herein as contemplated by this § 3 in immediately avail-
able or federal funds at or prior to 11:00 a.m. Salt Lake
City time at the Corporate Trust Office (as defined in the
Security Document) on the date due, or if the Security Docu-
ment shall no longer be in effect, at the office of the
Owner-Trustee.

§ 4. Term of Lease. The term of this Lease as
to each Unit shall begin on the date of delivery and accep-
tance of such Unit hereunder and, subject to the provisions
of §§ 7, 10 and 13 hereof, shall terminate on July 31, 1992.
Except for obligations of the Lessee hereunder which are not
specifically stated to terminate at a fixed time, the obliga-
tions of the Lessee hereunder (including, but not limited to,
the obligations under §§ 3, 6, 7, 9 and 14 hereof) shall
survive the expiration of the term of this Lease.

Notwithstanding anything to the contrary contained
herein, all rights and obligations of the Lessee under this
'Lease and in and to the Units are subject to the rights of
the Trustee under the Security Document. If an Event of
Default should occur under the Security Document, the Trustee
may terminate this Lease (or rescind its termlnatlon), all
as provided therein; provided, however, that so long as (i)




no Event of Default exists hereunder, (ii) the Lessee is
complying with the provisions of the Consent and (iii) the
Trustee is entitled to apply the Payments (as defined in the
Lease Assignment) in accordance with the Lease Assignment,
this Lease may not be terminated and the Lessee shall be
entitled to the rights of possession, use and assignment
provided under § 12 hereof.

§ 5. Identification Marks. The Lessee agrees that
it will cause each Unit to be marked plainly, distinctly,
permanently and conspicuously on each side of each Unit,
in letters not less than one inch in height, the following
legend:

"OWNED BY A BANK OR TRUST COMPANY UNDER A SECURITY
AGREEMENT FILED UNDER THE INTERSTATE COMMERCE ACT,
SECTION 20c"

or such other words as shall be approved by the Owner-
Trustee. Such marks shall be such as to be readily visible.

If any of such marks shall at any time be removed,
defaced or destroyed, the Lessee shall cause the same to be
restored or replaced. The Lessee shall not change, or permit
to be changed, the numbers of any of the Units (or any
numbers which may have been substituted as herein provided)
except in accordance with a statement of new numbers to be
substituted therefor which previously shall have been filed
with the Owner-Trustee and which shall be filed and recorded
in like manner as this Lease.

The Units may be lettered in an appropriate manner
for convenience of identification of the leasehold interest
of the Lessee therein, and may also be lettered in the case
of any of the sublessees under subleases permitted in § 12
hereof in such manner as may be appropriate for convenience
of identification of such leasehold interest therein; but the
Lessee will not allow the name of any person, firm, associa-
tion or corporation to be placed on any of the Units as a _
designation which might reasonably be interpreted as a claim
of ownership; provided, however, that the Units may be
lettered with the names or 1nitials or other insignia cus-
tomarily used by the Lessee or its Affiliates (as defined in
the Security Document) or by the sublessees under subleases
permitted in § 12 hereof.




§ 6. Taxes. Whether or not any of the transac-
tions contemplated hereby are consummated, the Lessee agrees
to pay, and to indemnify and hold the Owner-Trustee, the
Owner, the Trustee, the holders of Trust Certificates and the
respective estates held in trust by the Owner-Trustee under
the Trust Agreement and by the Trustee under the Security
Document harmless from all taxes (income, gross receipts,
franchise, sales, use, property [real or personal, tangible
or intangible] and stamp taxes), assessments, fees and
charges of any nature whatsoever, together with any penal-
ties, fines, additions to tax or interest thereon, howsoever
imposed, whether levied or imposed upon the Owner-Trustee,
the Owner, the Trustee, the holders of Trust Certificates,
the Lessee, the trust estates created by the Trust Agreement,
the Builder (except for those taxes which are the responsi-
bility of the Builder pursuant to the Purchase Order Assign-
ment) or otherwise, by any federal, state or local government
or governmental subdivision in the United States or by any
foreign country or subdivision thereof, upon or with respect
to: any Unit or any part thereof; the manufacture, pur-
chase, ownership, delivery, leasing, subleasing, possession,
use, operation, transfer of title, return or other disposition
thereof; the rentals, receipts or earnings arising therefrom
or value added thereto; this Lease, the Lease Assignment, the
Consent, the Trust Agreement, the Participation Agreement,
the Security Document, the Manufacturing Agreement, the
Purchase Order Assignment, the Subleases and any other sub-
leases covering any of the Units, the Sublease Assignments,
the Second Assignments, the Trust Certificates or the issuance
thereof under the Security Document, any payment made pursuant
to any such agreement, or the property, the income or other
proceeds received with respect to property held in trust by
the Owner-Trustee under the Trust Agreement or by the Trustee
under the Security Document (all such taxes, assessments,
fees, charges, penalties, fines, additions to tax and interest
imposed as aforesaid being hereinafter called "Taxes");
excluding, however: (i) Taxes of the United States or of any
State or political subdivision thereof and (1f and to the
extent that any person indemnified hereunder is currently
allowed a credit therefor against its United States Federal
income taxes or is indemnified by the Lessee pursuant to the
Indemnity Agreement) of any foreign country or subdivision
thereof, imposed on or measured solely by the net income or
excess proflts of the Owner-Trustee (in its individual
capacity), the Owner, the holders of Trust Certificates or




the Trustee (in its individual capacity), other than Taxes
arising out of or imposed in respect of the receipt of indem-
nification payments pursuant to this Lease or the Indemnity
Agreement, provided that such Taxes of any foreign country or
subdivision thereof incurred as a result of the indemnified
party being taxed by such foreign country or jurisdiction on
its worldwide income without regard to the transactions
contemplated by this Lease shall be excluded whether or not
the indemnified party is currently allowed a credit against
its United States Federal income taxes; (ii) any Taxes imposed
as a direct result of a voluntary transfer or other voluntary
disposition by the Owner or any transfer or disposition by the
Owner resulting from bankruptcy or other proceedings for the
relief of creditors in which the Owner is the debtor, whether
voluntary or involuntary, of any interest in any Unit or
interest in rentals under this Lease without the consent of
the Lessee, unless, in each case, such transfer or disposition
is required or contemplated by this Lease or an Event of
Default shall have occurred and be continuing; and (iii) any
Taxes imposed on or measured by any trustee fees received by
the Owner-Trustee or the Trustee; provided, however, that the
Lessee shall not be required to pay any Taxes during the
period it may be contesting the same in the manner provided in
the fourth paragraph of this § 6. The Lessee further agrees
to pay on or before the time or times prescribed by law any
tax imposed on or measured solely by the net income of the
Lessee (or the affiliated group, within the meaning of section
1504 of the Internal Revenue Code of 1954, as amended, of
which the Lessée is a member) under the laws of the United
States or of any state or political subdivision thereof, or of
any foreign country or subdivision thereof which, if unpaid,
might result in a lien or other encumbrance upon any Unit;
provided, however, that the Lessee shall not be required to
pay any such tax during the period it may be contesting the
same.

If any person indemnified hereunder shall be allowed
a credit for any foreign Taxes for which the Lessee shall
have reimbursed such indemnified party, such indemnified
party shall pay to the Lessee the amount of such credit, plus
an amount equal to any tax benefits realized by such indemni-
fied party as a result of any payment to the Lessee pursuant
to this sentence. For purposes of this paragraph, in deter-
mining the order in which the indemnified party utilizes
withholdings or other foreign taxes as a credit against such
indemnified party's United States income taxes, such indemni-
fied party shall be deemed to utilize (i) first, all foreign
taxes other than those described in (ii) below and (ii) then,
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all foreign Taxes for which the Lessee shall have reimbursed
such indemnified party pursuant to this § 6. Each indemni-
fied party shall in good faith use reasonable efforts in
filing its tax returns and in dealing with taxing authorities
to claim a credit for any foreign taxes for which the Lessee
shall have reimbursed such indemnified party and otherwise to
minimize any Taxes for which the Lessee is responsible under
this § 6.

The amount which the Lessee shall be required to
pay with respect to any Taxes indemnified against pursuant to
this § 6 shall be an amount sufficient to restore the
indemnified party to the same position such indemnified party
would have been in had such Taxes not been imposed.

If claim is made against any indemnified party for
any Taxes indemnified against under this § 6, such party
shall promptly notify the Lessee. If reasonably requested by
the Lessee in writing, such indemnified party shall, upon
receipt of indemnity satisfactory to it for all costs,
expenses, losses, legal and accountants' fees and disbursements,
penalties, fines, additions to tax and interest, and at the
expense of the Lessee, contest in good faith the validity,
applicability or amount of such Taxes by (a) resisting
payment thereof if possible, (b) not paying the same except
under protest, if protest is necessary and proper, and (c¢) if
payment is made, using reasonable efforts to obtain a refund
thereof in appropriate administrative or judicial proceedings,
or both. The Lessee may also contest, at its own expense,
the validity, applicability or amount of such Taxes in the
name of such indemnified party; provided, however, that no
proceeding or action relating to such contest shall be
commenced (nor shall any pleading, motion, brief or other
paper be submitted or filed in the name of such indemnified
party in any such proceeding or action) without the prior
written consent of such indemnified party, which consent may
not be unreasonably withheld. If such indemnified party
shall obtain a refund of all or any part of such Taxes
previously reimbursed by the Lessee in connection with any
such contest or an amount representing interest thereon
applicable to the amount paid by the Lessee and the period of
such payment, such indemnified party shall pay to the Lessee
the amount of such refund or interest net of expenses;
provided, however, that no Event of Default and no event
which, with notice or lapse of time or both, would constitute
an Event of Default shall have occurred and be continuing. '

In case any report or return is required to be made
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with respect to any obligation of the Lessee under this § 6
or arising out of this § 6, except obligations resulting from
the second sentence of the first paragraph of this § 6, the
Lessee shall either make such report or return in such manner
as will show the interests of the Owner-Trustee in the Units,
or shall promptly notify the Owner-Trustee, the Owner and the
Trustee of such requirement and shall make such report or
return in such manner as shall be satisfactory to the Owner-
Trustee, the Trustee and the Owner. All costs and expenses
(including legal and accountants' fees) of preparing any such
return or report shall be borne by the Lessee.

All the obligations of the Lessee under this § 6
shall survive and continue, but only with respect to periods
included in the term of this Lease, notwithstanding payment
in full of all amounts due under the Security Document or the
termination of this Lease. All amounts payable by the Lessee
pursuant to this § 6 shall be payable directly to the indem-
nified party entitled to indemnification, except to the
extent paid to a governmental agency or taxing authority.

The foregoing indemnities by the Lessee shall not constitute
a guaranty by the Lessee of the payment of any instalments
of principal or interest payable under the Trust Certificates.

The Lessee shall furnish promptly, upon request,
such information and data as is normally available to the
Lessee and which the Owner-Trustee, the Trustee or the Owner
reasonably may redquire to permit compliance with the require-
ments of any taxing authorities.

§ 7. Payment for Casualty Occurrences; Insurance.
In the event that any Unit shall be or become worn out, lost,
stolen, destroyed, irreparably damaged, or permanently
rendered unfit for use from any cause whatsoever, or taken or
requisitioned by condemnation or otherwise by the United
States Government for a stated period which shall exceed the
then remaining term of this Lease or for an indefinite
period, but only if such requisition for an indefinite
period shall be in effect on the expiration date of this
Lease, or by any other governmental entity resulting in
loss of possession by the Lessee for a period of 90 consecu-
tive days or until the end of the term of this Lease (such
occurrences being hereinafter called Casualty Occurrences)
during the term of this Lease, or until such Unit shall have
been returned in the manner provided in §§ 11 or 14 hereof,
the Lessee shall promptly and fully notify the Owner-Trustee
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and the Trustee with respect thereto. On the rental payment
date next succeeding the delivery of such notice, the Lessee
shall pay to the Owner-Trustee an amount equal to the rental
payment or payments in respect of such Unit due and payable
on such date plus an amount equal to the Casualty Value (as
hereinafter defined) of such Unit which suffered a Casualty
Occurrence as of the date of such payment in accordance with
Schedule B hereto. Upon the making of such payment by the
Lessee in respect of any Unit, the rental for such Unit shall
cease to accrue as of the date of such payment, the term of
this Lease as to such Unit shall terminate and (except in the
case of the loss, theft or complete destruction of such Unit)
the Lessor shall be entitled to recover possession of such
Unit.

The Owner-Trustee hereby appoints the Lessee its
agent to dispose of any Unit or Replacement Unit (as herein-
after defined), or any component thereof, suffering a Casualty
Occurrence before or after the expiration of this Lease, at
the best price obtainable on an "as is, where is" basis.
Provided that the Lessee has previously paid the Casualty
Value to the Owner-Trustee and is not in default hereunder
and no event then exists which after notice or lapse of time
or both would become a default hereunder, the Lessee shall be
entitled to the proceeds of such sale to the extent they do
not exceed the Casualty Value of such Unit or Replacement
Unit, and shall pay any excess to the Owner-Trustee,

The Casualty Value of each Unit as of the date on
which payment therefor is made as aforesaid shall be an
amount equal to that percentage of the Purchase Price of such
Unit as is set forth in Schedule B hereto opposite such
date.

Whenever any Unit shall suffer a Casualty Occurrence
at the end of the term of this Lease and before such Unit shall
have been returned in the manner provided in § 14 hereof, and
whenever any Unit or Replacement Unit shall suffer a Casualty
Occurrence while being stored as provided in § 14 hereof, the
Lessee shall promptly and fully notify the Owner-Trustee with
respect thereto and pay to the Owner-Trustee an amount equal
to the Casualty Value of such Unit or Replacement Unit, which
shall be an amount equal to 20% of the Purchase Price of such
Unit or the Unit replaced by such Replacement Unit. Upon the
making of any such payment by the Lessee in respect of any
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Unit or Replacement Unit (except in the case of the loss,
theft or complete destruction of such Unit or Replacement
Unit), the Owner-Trustee shall be entitled to recover posses-
sion of such Unit or Replacement Unit.

Except as hereinabove in this § 7 provided, the
Lessee shall not be released from its obligations hereunder
in the event of, and shall bear the risk of, any Casualty
Occurrence to any Unit or Replacement Unit.

The Lessee agrees that it will, at all times prior
to the return of the Units to the Owner-Trustee in accordance
with the provisions of this Lease, and at its own cost and
expense, keep or cause to be kept each Unit insured against
loss by fire, windstorm and explosion and with extended
coverage and against such other risks as are customarily
insured against by companies owning property of a similar
character and engaged in a business similar to that engaged
in by the Lessee at not less than the value of such Unit from
time to time payable by railroad companies in possession of
such Unit in the event the same should then be destroyed
beyond repair pursuant to applicable rules of the Inter-
state Commerce Commission, the United States Department of
Transportation and the Association of American Railroads
and will maintain general public liability insurance with
respect to the Units against damage because of bodily injury,
including death, or damage to property or others, such
insurance to afford protection to the limit of not less
than $5,000,000 per occurrence. Any such insurance may
have applicable thereto deductible provisions to the extent
of $25,000 per occurrence and may be carried under blanket
policies maintained by the Lessee so long as such policies
otherwise comply with the provisions of this Section.

The benefits of such insurance coverage shall be
payable to the Trustee, the Owner-Trustee and the Lessee, as
their interests may appear, so long as the Trust Certificates
shall not have been paid in full, and thereafter to the
Owner-Trustee and the Lessee as their interests may appear.
Any policies of insurance carried in accordance with this
§ 7 (a) shall require 30 days' prior notice of cancelation
to the Owner-Trustee, (b) shall name the Trustee, the
Owner and the Owner-Trustee as their respective interests may
appear (i) as additional named insureds with respect to
liability insurance and (ii) as loss payees with respect to
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insurance covering physical damage to the Units, and (c¢)
shall not be invalidated by any act or neglect of the Trus-
tee, the Owner-Trustee or the Lessee or by any foreclosure or
other remedial proceedings or notices thereof relating to the
Units or any interest therein nor by any change in the title
or ownership of the Units or any interest therein or with
respect thereto, or by the use or operation of the Units for
purposes more hazardous or in a manner more hazardous than is
permitted by such policy.

Any certificate of insurance carried in accordance
with this § 7 shall be substantially in conformity with the
form of certificate of insurance referred to in the certificate
delivered pursuant to Paragraph 8(f)(iv) of the Participa-
tion Agreement.

§ 8. Reports. On or before April 1 in each year,
commencing with the calendar year 1978, the Lessee will
furnish to the Owner-Trustee, the Owner and the Trustee an
Officer's Certificate (as defined in the Security Document)
(a) setting forth as at the preceding December 31 (or as of
the date of this Lease in the case of the first such Officer's
Certificate) the amount, description and numbers of all Units
then leased hereunder and covered by the Security Document,
the amount, description and numbers of all Units that have
suffered a Casualty Occurrence during the preceding calendar
year (or since the date of this Lease in the case of the
first such Officer's Certificate) (specifying the dates of
such Casualty Occurrences) or to the knowledge of the Lessee
are then undergoing repairs (other than running repairs) or
are then withdrawn from use pending repairs (other than
running repairs) and such other information regarding the
condition and state of repair of the Units as the Owner-
Trustee or the Trustee may reasonably request, (b) stating
that, in the case of all Units repainted or repaired during
the period covered by such statement, the numbers and the
markings required by § 5 hereof and the Security Document
have been preserved or replaced, and (c) identifying ‘the
Units then being subleased by the Lessee as permitted
hereunder (including the name of each sublessee and the term
of each sublease covering the Units) and specifying which
Units, if any, are not then being subleased by the Lessee.
The Owner—-Trustee shall have the right, at its own expense
and risk, by its agents to inspect the Units and the Lessee's
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records with respect thereto at such reasonable times as the
Owner-Trustee may request during the continuance of this
Lease.

§ 9. Disclaimer of Warranties; Compliance with
Laws and Rules; Maintenance; Indemnification. NEITHER THE
OWNER-TRUSTEE NOR THE OWNER MAKES, HAS MADE OR SHALL BE
DEEMED TO MAKE OR HAVE MADE ANY WARRANTY OR REPRESENTATIOHN,
EITHER EXPRESS OR IMPLIED, AS TO THE DESIGN, COMPLIANCE WITH
SPECIFICATIONS, OPERATION OR CONDITION OF, OR AS TO THE QUAL-
ITY OF THE MATERIAL, EQUIPMENT OR WORKMANSHIP IN, THE UNITS
OR ANY COMPONENT THEREOF DELIVERED TO THE LESSEE HEREUNDER,
AND NEITHER THE OWNER-TRUSTEE NOR THE OWNER MAKES ANY WAR-
RANTY OF MERCHANTABILITY OR FITNESS OF THE UNITS OR ANY COM-
PONENT THERECF FOR ANY PARTICULAR PURPOSE NOR AS TO TITLE
TO THE UNITS OR ANY COMPONENT THEREOF, NOR ANY OTHER REPRE-
SENTATION OR WARRANTY, EXPRESS OR IMPLIED, WITH RESPECT TO
ANY UNIT OR ANY COMPONENT THEREOF (EITHER UPON DELIVERY
THEREOF TO THE LESSEE OR OTHERWISE), it being agreed that
all such risks, as between the Owner-Trustee and the Lessee,
are to be borne by the Lessee; but the Owner-Trustee hereby
irrevocably appoints and constitutes the Lessee its agent
and attorney-in-fact during the term of this Lease to assert
and enforce from time to time, in the name of and for the
account of the Owner-Trustee and/or the Lessee, as their
interests may appear, at the Lessee's sole cost and expense,
whatever claims and rights the Owner-Trustee may have against
the Builder, including, but not limited to, any claims and
rights arising under the provisions of the Manufacturing
Agreement. The Owner-Trustee and the Owner shall have no
responsibility or liability to the Lessee or any other person
with respect to any of the following: (i) any liability,
loss or damage caused or alleged to be caused directly or
indirectly by any Units or by any inadequacy thereof or
deficiency or defect therein or by any other circumstance in
connection therewith; (ii) the use, operation or performance
of any Units or any risks relating thereto; (iii) any interrup-
tion of service, loss of business or anticipated profits or
consequential damages; or (iv) the delivery, operation,
servicing, maintenance, repair, improvement or replacement of
any Units. The Lessee's delivery of a Certificate of Acceptance
shall be conclusive evidence as between the Lessee and the
Owner-Trustee (but not as between the Lessee and the Builder)
that the Units described therein are in all the foregoing
respects satisfactory to the Lessee, and the Lessee will not
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assert any claim of any nature whatsoever against the Owner-
Trustee based on any of the foregoing matters.

The Lessee agrees, for the benefit of the Owner-
Trustee, the Owner and the Trustee, to comply in all respects
(including, without limitation, with respect to the use,
maintenance and operation of each Unit) with all laws of the
jurisdictions in which its operations involving the Units may
extend, with the interchange rules of the Association of Amer-
ican Railroads and with all lawful rules of the United States
Department of Transportation, the Interstate Commerce Commis-
sion and any other legislative, executive, administrative or
judicial body exercising any power or jurisdiction over the
Units to the extent that such laws and rules affect the
title, operation or use of the Units and in the event that
such laws or rules require any alteration, replacement,
modification or addition of or to any part of any Unit, the
Lessee will fully conform therewith at its own expense;
provided, however, that the Lessee may, in good faith,
contest the validity or application of any such law or rule
in any reasonable manner which does not, in the opinion of
the Owner-Trustee or the Trustee, adversely affect the
property or rights of the Owner-Trustee or the Trustee under
this Lease or under the Security Document.

The Lessee agrees that, at its own cost and expense,
it will maintain and keep each Unit (including any parts
installed on or replacements made to any Unit and considered
an accession thereto as hereinbelow provided) which is
subject to this Lease in good order and proper repair,
reasonable wear and tear excepted.

The Lessee and its affiliates, at their own cost
and expense, may from time to time make or permit to be made
such alterations, modifications and additions (including,
without limitation, any special devices or assemblies at any
time attached or affixed to any Unit, the cost of which is
not included in the Purchase Price of such Unit and which
are not required for the operation or use of such Unit by
the Interstate Commerce Commission, the United States
Department of Transportation or any other legislative,
executive, administrative or judicial body exercising any
power or jurisdiction over such Unit) (hereinafter collec-
tively called Additions) to the Units as the Lessee may deem
desirable in the proper conduct of its business so long as
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such Additions shall not be inconsistent with the continuing
operation of the Units or the original conventional purpose
of the Units, and shall not diminish the value, utility or
condition of the Units below the value, utility and condition
thereof immediately prior to the making of such Additions,
assuming the Units were then in the condition required to be
maintained by the terms of this Lease; provided, however,
that no such Addition shall be made if 1t 1s not readily
removable from the Unit to which it relates without material
damage thereto and without diminishing or impairing the
value or utility which the Unit would have had immediately
prior to such time had such Addition not been made.

Title to all Parts (as hereinbelow defined) incor-
porated in or installed as part of the Units shall without
further act vest in the Owner-Trustee in the following cases:
(i) such Part is in replacement of or in substitution for,
and not in addition to, any Part originally incorporated in
or installed as part of a Unit at the time of the acceptance
thereof hereunder or any Part in replacement of, or in
substitution for any such original Part, (ii) such Part is
required to be incorporated in or installed as part of the
Units pursuant to the terms of the second or third paragraph
of this § 9, or (iii) notwithstanding the provisions of the
fourth paragraph of this § 9, such Part cannot be readily
removed from the Unit to which it relates without material
damage thereto and without diminishing or impairing the value
or utility which such Unit shall have had at such time had
such alteration or addition not occurred. 1In all other
cases, if no Event of Default under § 10 hereof (or other
event which after lapse of time or notice or both would
constitute an Event of Default) shall have occurred and be
continuing, title to Parts incorporated in or installed as
parts of the Units as a result of such alterations or addi-
tions shall vest in the Lessee. The term Part for the
purposes of this paragraph and § 14 hereof shall be defined
to include any appliance, part, instrument, accessory,
furnishing or other equipment of any nature which may from
time to time be incorporated in or installed as part of any
Unit.

The Lessee shall pay, and shall protect, indemnify
and hold the Owner-Trustee, the Owner, the holders of Trust
Certificates and the Trustee, and their respective succes-
sors, assigns, agents and servants (hereinafter called Indem-
nified Persons), harmless from and against any and all causes
of action, suits, penalties, claims, demands or judgments, of
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any nature whatsoever which may be imposed on, incurred by or
asserted against any Indemnified Person (including any or all
liabilities, obligations, damages, costs, disbursements,
expenses [including without limitation attorneys' fees and
expenses of any Indemnified Person] relating theretc) in any
way relating to or arising or alleged to arise out of this
Lease or the Units, including without limitation those in any
way relating to or arising or alleged to arise out of (i) the
manufacture, construction, purchase, acceptance, rejection,
ownership, delivery, nondelivery, lease, sublease, possession,
use, operation, condition, sale, return or other disposition
of any Unit or portion thereof; (ii) any latent or other
defects whether or not discoverable by any Indemnified Person
or the Lessee; (iii) any claim for patent, trademark or
copyright infringement; (iv) any claims based on strict
liability in tort; (v) any injury to or the death of any
person or any damage to or loss of property on or near the
Units or in any manner growing out of or concerned with, or
alleged to grow out of or be connected with, the ownership,
use, replacement, adaptation or maintenance of the Units or
of any other equipment in connection with the Units (whether
owned or under the control of the Owner~Trustee, the Lessee
or any other person) or resulting or alleged to result from
the condition of any thereof; provided, however, that the
Lessee shall not be obligated to protect, indemnify or hold
harmless any Indemnified Person under this clause (v), except
in the case of any negligence or intentional act of the
Lessee or of its employees or agents and except to the extent
otherwise provided by law, in respect of any injury to or the
death of any person exercising, either on behalf of the
Owner-Trustee or any prospective purchaser or lessee, the
rights of inspection granted in § 8, § 11 or § 14 hereof;
(vi) any violation, or alleged violation, of any provision of
this Lease (except by the Owner-Trustee) or of any agreement,
law, rule, regulation, ordinance or restriction affecting

or applicable to the Units or the leasing, ownership, use,
replacement, adaptation or maintenance thereof; (vii) any
claim arising out of any of the Owner-Trustee's obligations
under the Lease Assignment, the Sublease Assignments, the
Security Document or the Participation Agreement, except

to the extent such claim arises from an act or omission of
the Owner-Trustee; or (viii) any claim arising out of the
Trustee's holding a security interest under the Security
Document, the Lease Assignment or the Second Assignments.

All payments hereunder shall be made directly to the Indemni-
fied Person. The Lessee shall be obligated under this § 9,
irrespective of whether any Indemnified Person shall also be
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indemnified with respect to the same matter under any other
agreement by any other person, and the Indemnified Person
seeking to enforce the indemnification may proceed directly
against the Lessee under this § 9 without first resorting to
any such other rights of indemnification. 1In case any
action, suit or proceeding is brought against any Indemnified
Person in connection with any claim indemnified against
hereunder, the Lessee may and, upon such Indemnified Person's
request, will at the Lessee's expense resist and defend such
action, suit or proceeding, or cause the same to be resisted
or defended by counsel selected by the Lessee and approved by
such Indemnified Person, as the case may be, and, in the
event of any failure by the Lessee to do so, the Lessee

shall pay all costs and expenses (including without limitation
attorneys' fees and expenses) incurred by such Indemnified
Person .in connection with such action, suit or proceeding.

In the event the Lessee is required to make any payment under
this § 9, the Lessee shall pay such Indemnified Person an
amount which, after deduction of all taxes required to be
paid by such Indemnified Person in respect of the receipt
thereof under the laws of the United States or of any pol-
itical subdivision thereof (after giving credit for any
savings in respect of any such taxes by reason of deductions,
credits or allowances in respect of the payment of the
expense indemnified against, and of any other such taxes

as determined in the sole discretion of the Indemnified
Person), shall be equal to the amount of such payment. The

- Lessee and the Owner-Trustee each agrees to give each other
promptly upon obtaining knowledge thereof written notice

of any claim or liability hereby indemnified against. Upon
the payment in full of any indemnities as contained in this

§ 9 by the Lessee, and provided that no Event of Default

(or other event which with lapse of time or notice or both
would constitute an Event of Default) shall have occurred

and be continuing, the Lessee shall be subrogated to any
right of such Indemnified Person in respect of the matter
against which indemnity has been given. Any payments received
by such Indemnified Person from any person (except the
Lessee) as a result of any matter with respect to which such
Indemnified Person has been indemnified by the Lessee pursuant
to this § 9 shall be paid over to the 'Lessee to the extent
necessary to reimburse the Lessee for indemnification pay—
ments previously made in respect of such matter.

The Lessee further agrees to indemnify, protect
and hold harmless the holders of Trust Certificates, the
Trustee, the Owner and the Owner-Trustee, as third party



20

beneficiaries hereof, from and against any and all liability,
claims, costs, charges and expenses, including royalty pay-
ments and counsel fees, in any manner imposed upon or accru-
ing against the holders of Trust Certificates, the Trustee,
the Owner and the Owner-Trustee because of the use in or
about the construction or operation of any unit of the
Equipment of any article or material specified by the Lessee
and not manufactured or ordered by the Builder or of any
design, system, process, formula or combination specified by
the Lessee and not developed or purported to be developed by
the Builder which infringes or is claimed to infringe on any
patent or other right. The Lessee will give notice to the
Builder of any claim known to the Lessee from which liability
may be charged against the Builder hereunder.

The indemnities contained in this § 9 shall survive
the expiration or termination of this Lease with respect to
all events, facts, conditions or other circumstances occurring
or existing prior to such expiration or termination and are
expressly made for the benefit of, and shall be enforceable
by any Indemnified Person. None of the indemnities in this
§ 9 shall be deemed to create any rights of subrogation in
any insurer or third party against the Lessee therefor, from
or under any Indemnified Person, whether because of any claim
paid or defense provided for the benefit thereof or otherwise.

The Lessee agrees at its expense to prepare and
deliver to the Owner-Trustee within a reasonable time prior
to the required date of filing (or, to the extent permissible,
file on behalf of the Owner-Trustee) any and all reports
(other than income tax returns) to be filed by the Owner-
Trustee with any federal, state or other regulatory authority
by reason of the ownership by the Owner-Trustee or the
Trustee of the Units or the leasing thereof to the Lessee.

The indemnities arising under this § 9 shall not be
deemed to operate as a guaranty of the residual value of the
Units or as a guaranty of the payment of the principal of or
interest on the Trust Certificates.

§ 10. Default. If, during the continuance of this
Lease, one or more of the following events (each such event
being herein sometimes called an Event of Default) shall
occur:

A. payment of any part of the rental provided in
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§ 3 hereof or payment in.respect of any Casualty Occur-
rence pursuant to § 7 hereof shall not be made by or

on behalf of the Lessee, and such failure to make pay-
ment shall continue for five days after such payment is
due; or

B. default shall be made in the observance or per-
formance of any other of the covenants, conditions and
agreements on the part of the Lessee contained herein,
in the Participation Agreement, the Covenant Agreement
(other than those set out in Sections 3.01, 3.04, 3.10,
3.11 and 3.13 thereof), the Consent or any Sublease
Assignment, and such default shall continue, or provi-
sion satisfactory to the Owner-Trustee and the Trustee
for compliance with such covenant, condition or agree-
ment as to which the Lessee shall be in default shall
not be made, for 30 days after written notice from the
Owner-Trustee or the Trustee to the Lessee specifying
the default and demanding that the same be remedied; or

C. the Lessee or the Guarantor shall institute pro-
ceedings to be adjudicated a bankrupt or insolvent or
shall consent to the institution of bankruptcy or insolv-
ency proceedings against it or shall file a petition or
answer or consent seeking reorganization or relief under
the Bankruptcy Act or any other Federal or state law
relating to bankruptcy or insolvency or shall consent to
the filing of any such petition or shall consent to the
appointment of a receiver or shall make an assignment
for the benefit of creditors or shall admit in writing
its inability to pay its debts generally as they become’
due, or action shall be taken by the Lessee or the Guar-
antor in furtherance of any of the aforesaid purposes; or

D. an Event of Default set forth in Article Five of
the Security Document shall have occurred arising out of
any default by the Lessee in performing any of its obli-
gations hereunder or under the Participation Agreement; or

E. any material representation or warranty made by
the Lessee herein or in the Participation Agreement, the
Indemnity Agreement or the Covenant Agreement or by the
Guarantor in the Participation Agreement, the Covenant
Agreement or the Guaranty Agreement or in any document
or certificate furnished the Owner-Trustee, the Owner,
the Trustee or the holder of any Trust Certificate by
the Lessee or the Guarantor in connection herewith or
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therewith or pursuant hereto or thereto shall be incor-
rect as of the date as of which made in any material
respect; or

F. the Guarantor shall fail to pay when due either
at the stated maturity thereof or through acceleration
or otherwise any indebtedness of the Guarantor and as a
result thereof the Guarantor shall be in default at any
one time in the payment of $5,000,000 of indebtedness,
or any event of default under any conditional sales
agreement, leveraged lease agreement, equipment trust
agreement, or any other financing agreement Or agreement
relating to any indebtedness for borrowed money to which
the Guarantor is a party shall occur and be continuing
and as a result thereof the Guarantor is obligated to
pay at any one time prior to the stated maturity thereof
an aggregate amount of $5,000,000 of Funded Debt (as
defined in Section 4.08 of the Covenant Agreement): or

G. default shall be made in the observance or per-
formance of any of the covenants and agreements on the
part of the Guarantor contained in the Guaranty Agree-
ment or the Covenant Agreement (other than those set out
in Sections 4.04 and 4.08 thereof) and such default
shall continue for 30 days after written notice from
the Owner-Trustee or the Trustee to the Lessee and the
Guarantor specifying the default and demanding that the
same be remedied; or

H. an event of default arising out of any action
or inaction of the Lessee permitting the acceleration of
the Lessee's obligations thereunder shall occur and
be continuing under any conditional sales agreement,
leveraged lease agreement, equipment trust agreement, or
any other financing agreement or agreement relating to
any indebtedness for borrowed money to which the Lessee
is a party; provided, however, that an event of default
under any conditional sales agreement, leveraged lease
agreement, equipment trust agreement or any such other
financing agreement or agreement relating to any indebted-
ness for borrowed money to which the Lessee is a party
shall not constitute an Event of Default under this
Lease to the extent that such event of default is with
respect to any failure by the Lessee to pay when due any
amounts in respect thereof and the Guarantor makes such
payment or payments as to which the Lessee is in default
as provided in such agreement or in any agreement
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referred to therein; or

I. the Lessee shall be in default in its observ-
ance or performance of any of its covenants and agree-
ments contained in Sections 3.01, 3.04, 3.10, 3.11 and
3.13 of the Covenant Agreement and concurrently there-
with the Guarantor shall be in default in its observance
or performance of any of its covenants and agreements
contained in Sections 4.04 and 4.08 of the Covenant
Agreement and such concurrent defaults shall continue
for 30 days after written notice from the Owner-Trustee
or the Trustee to the Lessee and the Guarantor specifying
such defaults and demanding that the same be remedied; or

J. a decree or order shall have been entered by a
court of competent jurisdiction adjudging the Lessee or
the Guarantor a bankrupt or insolvent or approving as
properly filed a petition seeking reorganization or
arrangement of the Lessee or the Guarantor under the
Bankruptcy Act, or any other Federal or state law
relating to bankruptcy or insolvency, or appointing a
receiver or decreeing or ordering the winding up or
liquidation of the affairs of the Lessee or the Guar-
antor (unless such decree or order shall have been
discharged, stayed or otherwise rendered ineffective
[but then only so long as such stay shall continue in
force or such ineffectiveness shall continue]);

in any such case, the Owner-Trustee, at its option, may,
(a) proceed by appropriate court action or actions

either at law or in equity, to enforce performance by
the Lessee of the applicable covenants of this Lease or

- to recover damages for the breach thereof; or

(b) by notice in writing to the Lessee terminate
this Lease, whereupon all rights of the Lessee to the
use of the Units shall absolutely cease and terminate
as though this Lease had never been made, but the Lessee
shall remain liable as herein provided; and thereupon
the Owner-Trustee may by its agents enter upon the
premises of the Lessee or other premises where any
of the Units may be located, without judicial process if
this can be done without breach of the peace, and take
possession of all or any of the Units and subleases
covering the Units and thenceforth hold, possess, sell,
operate, lease to others and enjoy the same free from
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any right of the Lessee or any sublessees of the Units,
or their respective successors or assigns (the rights
and interests of all sublessees of the Units being
subordinate and junior to the rights of the Owner-Trustee
and its successors or assigns), to use the Units for any
purposes whatever and without any duty to account to the
Lessee for such action or inaction or for any proceeds
arising therefrom; but the Owner~Trustee shall, neverthe-
less, have a right to recover from the Lessee any and

all amounts which under the terms of this Lease may be
then due or 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 multiplying the rental
for such full rental period by a fraction of which the
numerator is such number of days and the denominator is
the total number of days in such full rental period) and
also to recover forthwith from the Lessee as damages for
loss of the bargain and not as a penalty, whichever '
of the following amounts the Owner-Trustee, in its sole
discretion, shall specify: (x) a sum with respect to
each Unit which represents the excess of (1) the present
value, at the time of such termination, of the entire
unpaid balance of all rental for such Unit which would
otherwise have accrued hereunder from the date of such
termination to the end of the term of this Lease as to
such Unit over (2) the then present value of the rentals:
which the Owner-Trustee reasonably estimates to be
obtainable for the Unit during such period, such present
value to be computed in each case on the basis of a
6.05% per annum discount, compounded quarterly from the
respective dates upon which rentals would have been
payable hereunder had this Lease not been terminated,
together with any damages and expenses, including
reasonable attorneys' fees, in addition thereto which
the Owner-Trustee shall have sustained by reason of the
breach of any covenant, representation or warranty of
this Lease other than for the payment of the rental; or
(y) an amount with respect to each Unit equal to the
excess, if any, of the Casualty Value thereof as of the
rental payment date on or next preceding the date of
termination over the amount the Owner reasonably estimates
to be the sales value (after deduction of all estimated
expenses of such sale) of such Unit at such time;
provided, however, that in the event the Owner-Trustee
shall have sold any Unit, the Owner-Trustee, in lieu of
collecting any amounts payable to the Owner-Trustee by
the Lessee pursuant to the preceding clauses (x) or (y)
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of this part (b) with respect to such Unit, may, if it
shall so elect, demand that the Lessee pay the Owner-
Trustee and the Lessee shall pay to the Owner-Trustee on
the date of such sale, as liquidated damages for loss of
a bargain and not as a penalty, an amount equal to the
excess, 1f any, of the Casualty Value for such Unit, as
of the rental payment date on or next preceding the date
of termination, over the net proceeds of such sale;
provided, further, however, that the Owner-Trustee shall
not be entitled to enforce the remedies provided in

this subparagraph (b) with respect to an Event of
Default specified in § 10(A) hereof as long as the
Guarantor shall be in compliance with the provisions

of the Guaranty Agreement; or

(c) direct sublessees of the Units to make all
rental payments and to pay all other amounts and render
all performances due to the Lessee under any subleases
covering the Units to the Owner-Trustee and its successors
or assigns hereunder, which direction shall be joined in
by the Lessee.

In addition, the Lessee shall be liable, except as otherwise
provided above, for any and all unpaid amounts due hereunder
before, during or after the exercise of any of the foregoing
remedies and for all reasonable attorneys' fees and other
costs and expenses incurred by reason of the occurrence of
any Event of Default or the exercise of the Owner's or the
Owner-Trustee's remedies with respect thereto, including all
costs and expenses incurred in connection with the return
of any Unit.

The remedies in this Lease provided in favor of
the Owner and the Owner-Trustee shall not be deemed exclu-
sive, but shall be cumulative, and shall be in addition to
all other remedies in their favor existing at law or in
equity. The Lessee hereby waives any requirements of law,
now or hereafter in effect, which might limit or modify the
remedies herein provided, to the extent that such waiver is

permitted by law.

The failure of the Owner-Trustee to exercise the
rights granted it hereunder upon the occurrence of any of
the contingencies set forth herein shall not constitute
a waiver of any such right upon the continuation or recur-
rence of any such contingencies or similar contingencies
and a waiver of any such right on one occasion shall not
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constitute a waiver of such right as to any other occasion
and shall not be effective unless in writing signed by the
Owner-Trustee.

The Lessee also agrees to furnish the Owner-Trustee,
the Owner and the Trustee, promptly upon any responsible
officer becoming aware of any condition which constitutes
an Event of Default under the Lease or which, after notice
or lapse of time or both, would constitute such an Event of
Default, written notice specifying such condition and the
‘nature and status thereof. For the purposes of this Section,
a "responsible officer" shall mean, with respect to the
subject matter of any covenant, agreement or obligation of
the Lessee in this Lease contained, any corporate official
of the Lessee who in the normal performance of his opera-
tional responsibilities would have knowledge of such matter
and the requirements of this Lease with respect thereto.

§ 11. Return of Units upon Default. If this Lease
shall terminate pursuant to § 10 hereof, the Lessee shall
forthwith deliver possession of the Units to the Owner-Trustee
and shall cause to be given prompt telegraphic and written
notice to the Association of American. Railroads and all
railroads having possession of any Unit so to return such
Units. Each Unit returned to the Owner-Trustee pursuant to
this § 11 shall (i) be in the same operating order, repair
and condition as when originally delivered to the Lessee,
reasonable wear and tear and modifications, if any, permitted
by this Lease excepted and (ii) meet the applicable standards
then in effect with respect to such Units under the Inter-
change Rules of the Association of American Railroads.

For the purpose of delivering possession of any Unit or Units
to the Owner-Trustee as above required, the Lessee shall at
its own cost, expense and risk:

(a) forthwith and in the usual manner cause such
Units to be transported to such location as shall reason-
ably be designated by the Owner~Trustee and there
assembled;

(b) furnish and arrange for the Owner-Trustee to
store such Units on any lines of railroad or premises
approved by the Owner-Trustee until such Units have been
sold, leased or otherwise disposed of by the Owner-
Trustee; and : :
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(c) cause the Units to be moved to such interchange
point or points as shall be designated by the Owner-
Trustee upon any sale, lease or other disposal of all or
any of the Units.

The performance of the foregoing covenant is of the essence
of this Lease and upon application to any court having
jurisdiction in the premises, the Owner-Trustee shall be
entitled to a decree against the Lessee, requiring the
specific performance thereof. During any storage period,
the Lessee will, at its own cost and expense, maintain and
keep the Units in good order and repair and will permit

the Owner-Trustee or any person designated by it, including
the authorized representative or representatives of any
prospective purchaser of any such Unit, to inspect the same;
provided, however, that the Lessee shall not be liable
except 1n the case of any negligence or intentional act of
the Lessee or of its employees or agents and, except to the
extent otherwise provided by law, for any injury to or the
death of any person exercising, either on behalf of the
Owner-Trustee or any prospective purchaser or lessee, the
rights of inspection granted under the sentence. All
amounts earned in respect of the Units after the date of
termination of this Lease shall belong to the Owner-Trustee
and, if received by the Lessee, shall be promptly turned
over to the Owner-Trustee. In the event any Unit is not
assembled, delivered and stored, as hereinabove provided,
within 60 days after such termination, the Lessee shall, in
addition pay to the Owner-Trustee for each day thereafter
an amount equal to the amount, if any, by which 6.05% of
the Purchase Price of such Unit for each such day exceeds
the actual earnings received by the Owner-Trustee on such
Unit for each such day.

Without in any way limiting the obligation of
the Lessee under the foregoing provisions of this § 11,
the Lessee hereby irrevocably appoints the Owner-Trustee
as the agent and attorney of the Lessee, with full power
and authority, at any time while the Lessee is obligated
to deliver possession of any Unit to the Owner-Trustee,
to demand and take possession of such Unit in the name and
on behalf of the Lessee from whomsoever shall be in posses-
sion of such Unit at the time.

§ 12. Assignment; Possession and Use. This Lease
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shall be assignable in whole or in part by the Owner-Trustee
without the consent of the Lessee, but the Lessee shall be
under no obligation to any assignee of the Owner-Trustee
other than the Trustee except upon written notice of such
assignment from the Owner-Trustee. All the rights of the
Owner-Trustee hereunder (including, but not limited to,

the rights under §§ 6, 7 and 10 and the rights to receive
the rentals payable under this Lease) shall inure to the
benefit of the Owner and the Owner's and the Owner-Trustee's
assigns.

So long as (i) no Event of Default, or an event
which with notice or lapse of time or both could constitute
an Event of Default, exists hereunder, (ii) the Lessee is
complying with the provisions of the Consent, (iii) the
Trustee is entitled to apply the Payments (as defined in the
Lease Assignment) in accordance with the Lease Assignment and
(iv) the Lessee is fully complying with the provisions
of this § 12, the Lessee shall be entitled to and shall have
the exclusive use and possession of the Units. The Lessee
agrees that the Units will be used exclusively within the
continental United States, the State of Alaska, the Dominion
of Canada and the Republic of Mexico. The Lessee shall at
all times remain in compliance with the terms and provi-
sions of this Lease in respect of each of the Units wherever
located. The Lessee agrees that it will not assign this
Lease or any of its rights hereunder or sublease any Unit;
provided, however, that nothing contained in this Lease
shall be deemed to prevent the sublease of any Unit in
accordance with the provisions set forth in the next succeed-
ing paragraph of this § 12. No such 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.

So long as (i) no Event of Default, or an event
which with notice or lapse of time or both could constitute
an Event of Default, exists hereunder, (ii) the Lessee
is complying with the provisions of the Consent, (iii) the
Trustee is entitled to apply the Payments (as defined in
the Lease Assignment) in accordance with the Lease Assign-
ment, and (iv) the Lessee is fully complying with the
provisions of this § 12, the Lessee shall be entitled to
sublease the Units pursuant to Subleases or any other sub-
lease; provided, however, that (1) each such Sublease and
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other sublease covering the Units and the rights and interests
of the sublessee thereunder shall in all events be subject
and subordinate to this Lease and the rights, interests and
remedies of the Owner-Trustee under this Lease and of the
Trustee under the Security Document and their respective
successors and assigns hereunder or thereunder, (2) the
Lessee shall not without the prior written consent of the
Owner-Trustee and the Trustee enter into any Sublease or
other sublease relating to the use of the Units with any
sublessee which is not a railroad company duly incorporated
under the laws of the United States or any state thereof, and
(3) no Units shall be used predominantly outside the United
States of America within the meaning of section 48(a) of the
Internal Revenue Code of 1954, as amended to the date hereof,
nor shall the Lessee sublease the Units to, or permit their
use by, any person in whose hands such Units would not
qualify as "section 38" property within the meaning of such
Code.

So long as the Lessee shall not be in default under
this Lease, each Unit may, under the terms of this Lease and
pursuant to any Sublease or other sublease relating to the
use of the Units, be used upon connecting and other carriers
in the usual interchange of traffic, but only upon and
subject to all the terms and conditions of this Lease.

The Lessee, at its own expense, will as soon as
possible cause to be duly discharged any lien, charge,
security interest or other encumbrance (except any Sublease
or other sublease relating to the use of the Units and other
than an encumbrance resulting from claims against the Owner-
Trustee or the Trustee not related to the ownership or
leasing of, or the security interest of the Trustee in, the
Units) which may at any time be imposed on or with respect to
any Unit including any accession thereto or the interest of
the Owner-Trustee, the Trustee or the Lessee therein. The
Lessee shall not, without the prior written consent of the
Owner-Trustee, part with the possession or control of, or
suffer or allow to pass out of its possession or control, any
of the Units, except to the extent permitted by the provisions
of this § 12.

Nothing in this § 12 shall be deemed to restrict
the right of the Lessee to assign or transfer its leasehold
interest under this Lease in the Units or possession of the
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Units to any corporation incorporated under the laws of any
state of the United States of America or the District of
Columbia (which shall have specifically assumed the obliga-
tions of the Lessee hereunder, under the Participation
Agreement, under the Covenant Agreement and under the Consent
by an appropriate instrument in writing) into or with which
the Lessee shall have become merged or consolidated or which
shall have acquired the property of the Lessee as an entirety
or substantially as an entirety, provided that such assignee
or transferee will not, upon the effectiveness of such merger,
consolidation or acquisition be in default under any provi-
sion of this Lease, the Participation Agreement or the
Covenant Agreement and that the financial and credit risks of
the transaction contemplated hereby shall not, in the reason-
able opinion of the Owner-Trustee, become unsatisfactory as a
consequence of such merger or consolidation or acquisition
and that such merger or consolidation or acquisition shall

not alter in any way Lessee's obligations to the Owner-Trustee
hereunder which shall be and remain those of a principal and
not a surety.

§ 13. Renewal Options and Right of First Refusal.
Provided that this Lease has not been earlier terminated
and the Lessee is not in default hereunder, the Lessee
may by written notice delivered to the Owner-Trustee not
less than six months prior to the end of the original term or
any extended term, as the case may be, of this Lease, elect
to extend the term of this Lease in respect of Units then
covered by this Lease, for three additional five-year periods
commencing on the scheduled expiration of the original term
or any extended term, as the case may be, of this Lease, at a
"Fair Market Rental" payable in quarterly payments on the
quarterannual anniversaries of the expiration of the original
term, or any extended term, as the case may be, of this Lease;
provided, however, that no such extended term shall extend
beyond July 31, 2007.

Fair Market Rental shall be determined on the
basis of, and shall be equal in amount to, the rental which
would obtain in an arm's-length transaction between an
informed and willing lessee (other than a lessee currently
in possession) and an informed and willing lessor under no
compulsion to lease and, in such determination, costs of
removal from the location of current use shall not be a
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deduction from such rental. 1If, after 60 days from the
giving of notice by the Lessee of the Lessee's election to
extend the term of this Lease, the Owner-Trustee and the
Lessee are unable to agree upon a determination of the Fair’
Market Rental of the Units, such rental shall be determined
in accordance with the foregoing definition by the following
procedure: If either party to such determination shall have
given written notice to the other requesting determination
of such value by this appraisal procedure, the parties shall
consult for the purpose of appointing a qualified independent
appraiser by mutual agreement. If no such appraiser is so
appointed within 20 business days after such notice is given,
either party may apply, to make such appointment, to the
American Arbitration Association, and both parties shall be
bound by any appointment so made. Any appraiser appointed
pursuant to the foregoing procedure shall be instructed to
determine the Fair Market Rental of the Units subject to

the proposed extended term within 90 days after his appoint-
ment. If the parties shall have appointed a single appraiser
the determination of Fair Market Rental of the single appraiser
appointed shall be final. The appraisal proceedings shall

be conducted in accordance with the Commercial Arbitration
Rules of the American Arbitration Association as in effect

on the date hereof, except as modified hereby. The provision
for this appraisal procedure shall be the exclusive means of
determining Fair Market Rental and shall be in lieu of any
judicial or other procedure for the determination thereof,
and each party hereto hereby consents and agrees not to
assert any judicial or other procedures. The expenses of

the appraisal procedure shall be borne by the Lessee.

In the event that the Lessee shall in its reason-
able judgment determine that it is not economically feasible
for the Lessee to comply with the provisions of the second
paragraph of § 9 hereof or clause (iii) of the first para-
graph of § 14 hereof during any extended term of this Lease
as extended pursuant to the provisions of the first paragraph
of this § 13, with respect to any Unit, the Lessee shall have
the right at its option, on at least 30 days' prior written
notice to the Owner-Trustee to terminate this Lease as to
such Unit (subject to the provisions for the survival of
indemnification obligations contained in § 9 hereof) as of
the next scheduled rental payment date during such extended
term upon payment to the Owner-Trustee of the present value
as of such date of termination of the remaining rental for
such Unit during such extended term with the quarterannual
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rentals discounted quarterannually at an annual rate of 6.05%.

Provided that this Lease has not been earlier
terminated and the Lessee is not in default hereunder,
in the event the Owner-Trustee elects to sell any Units to
third parties at the expiration of the original or any
extended term of this Lease, the Lessee shall be given
written notice of such intention prior to the expiration of
the term of this Lease. In the event that the Owner-Trustee
shall receive, prior to the end of the then term of this
Lease, a bona fide offer in writing from another party to
purchase the Units and the Owner-Trustee elects to sell the
Units pursuant to such offer at the expiration of the term of
this Lease, the Owner-Trustee shall give written notice to
the Lessee of such offer. Such notice shall be given to the
Lessee on or prior to the end of the then term of this Lease,
and shall include the price offered by the other party in
writing to the Owner-Trustee. The Lessee shall have the sole
right and option, for a period of 10 business days from the
date of receipt of such notice, to elect to purchase the
Units for cash at the price at which the Units are proposed
to be sold. The Lessee shall exercise such purchase right by
delivery to the Owner-Trustee of a written notice specifying
a date of purchase, which date shall not be later than the
later of (i) 15 days after the date of delivery of such
notice by the Lessee to the Owner-Trustee or (ii) the end of
the then term of this Lease. In the event that the Lessee
shall have delivered a notice of its election to purchase the
Units, this Lease (including the obligation to pay rent)
shall be extended upon the same terms and conditions set
forth herein from the date such notice is delivered to the
Owner-Trustee until the date of such purchase.

§ 14. Return of Units upon Expiration of Term.
On or prior to the termination of the original term or any
extended term, as the case may be, of this Lease or as soon
as practicable on or after the termination of the original
term or any extended term, as the case may be, of this Lease
and in any event not later than 60 days after the termination
of the original term or any extended term, as the case may be,
of this Lease with respect to Units not purchased by the
Lessee, the Lessee will, at its own cost and expense, cause
each such Unit to be transported (a) to any point within 500
miles of Chicago, Illinois, St. Louis, Missouri, Memphis,
Tennessee or New Orleans, Louisiana, (b) to the lines of
railroad or premises of the sublessee under the sublease
permitted in § 12 hereof then covering such Unit or which
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covered such Unit at the expiration of the term of this

Lease as to such Unit, provided that such lines of railroad
or premises are located within the continental United States,
or (c) to such other point or points as shall be reasonably
designated by the Lessee with the approval of the Owner-
Trustee, and will arrange for the Owner-Trustee to store

such Unit at such point for a period not exceeding 60 days
from the date at which at least 75% of such Units are first
placed in storage pursuant to this § 14, the assembly,
delivery, storage and transporting of such Units to be at the
expense and risk of the Lessee. During any such storage
period the Lessee will permit the Owner-Trustee or any person
designated by it, including the authorized representative or
representatives of any prospective purchaser or lessee of
such Unit, to inspect the same; provided, however, that the
Lessee shall not be liable except in the case of negligence
or any intentional act of the Lessee or of its employees or
agents and, except to the extent otherwise provided by law,
for any injury to or the death of any person exercising,
either on behalf of the Owner-Trustee or any prospective
purchaser or lessee, the rights of inspection granted under
this sentence. The assembly, delivery, storage and trans-
porting of the Units as hereinbefore provided are of the
essence of this Lease, and upon application to any court

of equity having jurisdiction in the premises, the Owner-
Trustee shall be entitled to a decree against the Lessee
requiring specific performance of the covenants of the Lessee
so to cause the assembly, delivery, storage and transporting
of the Units. Each Unit returned to the Owner-Trustee
pursuant to this § 14 shall (i) be in the same operating
order, repair and condition as when originally delivered to
the Lessee, reasonable wear and tear excepted, (ii) have
attached or affixed thereto any Part title to which is in the
Owner-Trustee pursuant to § 9 hereof and have removed therefrom
at Lessee's expense any Part title to which is in the Lessee
or any other person pursuant to such § 9 and (iii) meet the
applicable standards then in effect for such Unit under the
Interchange Rules of the Association of American Railroads.

In connection with the return, pursuant to clause
(a), (b) or (c) above, of Units as to which the original term
or any extended term, as the case may be, of this Lease shall
have expired, the Lessee may, after exercising best efforts
to return such Units pursuant to the first paragraph of this
§ 14, substitute for any such Unit a replacement unit of
Equipment of substantially identical type, quality, age, -
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specifications, material, usage and utility as the Unit for
which such unit is so substituted (herein called a Replacement
Unit) and the Replacement Unit shall be free and clear of all
liens, encumbrances or rights of others whatsoever, shall
comply with the applicable standards then in effect under the
Interchange Rules of the Association of American Railroads,
and the Lessee at its expense will promptly furnish the
Owner-Trustee with a bill of sale in form and substance
satisfactory to the Owner-Trustee with respect to the Replace-
ment Unit; provided, however, that the Lessee's obligation to
exercise best efforts to return the Units pursuant to the
first paragraph of this § 14 shall, without limiting said
.obligation whatsoever, require that the Lessee shall return
to the Owner-Trustee any Unit which at any time within 90
days immediately following the expiration of the original
term or any extended term, as the case may be, of this Lease
with respect to such Unit is in Lessee's possession or
control within 500 miles of any city listed in clause (a)
above, is not then subject to a sublease permitted in § 12
hereof, and is, or can be placed, in the condition specified
in clauses (i), (ii) and (iii) of the first paragraph of this
§ 14. The Lessee shall provide the Owner-Trustee with such
documentation as the Owner-Trustee may reasonably request to
establish that the Lessee has exercised, or is exercising,

its best efforts to redeliver the Units pursuant to this § 14.

In connection with the Owner-Trustee's sale of
the Units so returned or any Replacement Units, the Owner-
Trustee may warrant to a purchaser of such Units or Replace-
ment Units that such Units or Replacement Units are owned by
the Owner-Trustee free and clear of all liens, encumbrances,
-and rights of others, and the Lessee shall hold the Owner-
Trustee harmless from and against any liability arising by
virtue of said warranty other than for liability arising by
virtue of liens against the Owner-Trustee not related to the
ownership of the Units or Replacement Units.

If any Unit or Replacement Unit suffers a Casualty
Occurrence during any storadge period provided for in this
§ 14, the Lessee shall pay to the Owner-Trustee the Casualty
Value of such Unit or Replacement Unit as determined in
accordance with § 7 hereof. All gross amounts earned in
respect of any Unit or Replacement Unit shall, from and after
the termination of this Lease as to such Unit or as to the
Unit replaced by such Replacement Unit, belong to and be the
property of the Owner-Trustee. 1In the event that by the 90th
day after the termination of this Lease with respect to any
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Units the Lessee has not, at the request of the Owner-Trustee,
caused at least 90% of such Units (including any Replacement
Units) to be transported to such point or points as provided
in this § 14, the Lessee shall pay to the Owner-Trustee the
per diem interchange multiplied by the number of Units equal
to the difference between 90% of such Units and the number of
Units and Replacement Units previously delivered pursuant to
this § 14 (such number to be determined on each day) for

each day from such 90th day to the date on which at least 90%
of the Units (including any Replacement Units) have been so
transported. 1If, after the termination of the 60-day storage
period provided in this § 14, any Units or Replacement Units
have not been so transported, the Lessee shall pay to the
Owner-Trustee the per diem interchange for each Unit not so
transported or replaced by a Replacement Unit for each day
after the end of such storage period until each Unit or
Replacement Unit has been so transported.

Commencing with the expiration of the original term
or any extended term, as the case may be, of this Lease with
respect to any Units, the Lessee will deliver to the Owner-
Trustee Officer's Certificates (as that term is defined in
the Security Document) in the manner described in the next
succeeding sentence and to the effect that (a) no Event of
Default or any event which with lapse of time or notice or
both would constitute an Event of Default had occurred or was
continuing as of such date; (b) no liens, charges, security
interests or other encumbrances (except for any encumbrances
resulting from any claims against the Owner-Trustee or the
Owner) were, as of such date, imposed on or with respect to
any such Unit or any Replacement Unit, any accession thereto,
or the interest of the Owner-Trustee or the Owner therein;
and (c) such Units and any Replacement Units have been
returned to the Owner-Trustee pursuant to this § 14 in the
. same operating order, repair and condition required by the
first or second paragraph of this § 14, as appropriate. The
Officer's Certificate described in clause (a) in the preceding
sentence shall be furnished on the expiration of the original
term and any extended term of this Lease, and the Officer's
Certificates described in clauses (b) and (c¢) in the preceding
sentence shall be furnished on a monthly basis, beginning
30 calendar days after the expiration of the original term
and any extended term of this Lease, and such Officer's
Certificate shall cover each Unit and each Replacement Unit
returned during the preceding 30 calendar days and shall
apply to each such Unit or Replacement Unit as of the date
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such Unit or Replacement Unit was returned pursuant to the
provisions of the first or second paragraph of this § 14, as
appropriate. .

§ 15. Recording. The Lessee, at its sole cost
and expense, will cause this Lease, the Security Document,
the Lease Assignment, each Sublease and any other sublease
relating to the use of Units, each Sublease Assignment, each
Second Assignment and any assignment hereof or thereof to be
duly filed and recorded with the Interstate Commerce Commis-
sion in accordance with Section 20c of the Interstate Com-
merce Act. The Lessee will undertake the filing, register-
ing, deposit, and recording required of the Owner-Trustee
under the Security Document and will from time to time do and
perform any other act and will execute, acknowledge, deliver,
file, register, record (and will refile, reregister, deposit
and redeposit or rerecord whenever required) any and all
further instruments required by law or reasonably requested
by the Owner-Trustee or the Trustee for the purpose of proper
protection, to their satisfaction, of the Owner-Trustee's and
the Trustee's respective interests in the Units, or for the
purpose of carrying out the intention of this Lease, the
Security Document, the Lease Assignment, each Sublease
Assignment and each Second Assignment,

The Lessee will promptly furnish to the Trustee
and the Owner-Trustee evidence of all such filing, register-
ing, depositing or recording, and an opinion or opinions of
counsel for the Lessee with respect thereto satisfactory to
the Trustee and the Owner-Trustee.

§ 16. Obligations of Owner-Trustee Under Security
Document; Additional Rentals. 1In addition to the rentals
specified 1n § 3 hereof, the Lessee agrees to pay to the
Owner-Trustee on October 31, 1977, an amount equal to the
interest payable by the Owner-Trustee on such date on the
aggregate principal amount of Trust Certificates the proceeds
from the sale of which had not been applied in payment of the
Purchase Price of Units pursuant to Section 3.02 of the
Security Document.

In the event that there are any expenses incurred
or loss of principal (including interest accrued thereon at
time of purchase) in connection with any purchase, sale or
redemption by the Trustee of Investments made pursuant to
Section 8.04 of the Security Document, the rentals thereafter
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payable by the Lessee in respect of Units settled for after
such expenses or loss arose shall be increased by such amount
as shall, in the reasonable opinion of the Owner, cause the
Owner's net return (computed on the same assumptions as were
utilized by the Owner in originally evaluating this transaction)
to equal the net return that would have been realized by the
Owner 1f such expenses or loss had not arisen.

In the event that the Owner-Trustee shall become
obligated to make any payment (other than payments in settle-
ment for Equipment pursuant to the Security Document or the
Purchase Order Assignment or payments or rentals required to
be made in respect of the principal of or interest on the
Trust Certificates) or to perform any obligations pursuant to
the Security Document not covered by the provisions of this
Lease, the Lessee shall pay such additional rentals hereunder
and perform such obligations so that all of the Owner-Trustee's
obligations (other than as aforesaid) pursuant to the Security
Document shall be fully complied with, without regard for any
limitation of liability of the Owner-Trustee contained in the
Security Document.

§ 17. Owner-Trustee's Right To Perform for the
Lessee. If the Lessee falls to perform or comply with any
of 1ts agreements contained herein, the Owner-Trustee may
upon notice to the Lessee itself perform or comply with such
agreement, and the amount of the reasonable cost and expenses
of the Owner-Trustee incurred in connection with such perfor-
mance or compliance, together with interest on such amount at
the rate of 10-1/2% per annum or such lesser amount as shall
be legally enforceable, shall be payable by the Lessee upon
demand.

§ 18. Interest on Overdue Rentals. Anything to
the contrary herein contained notwithstanding, any nonpayment
of rentals and other obligations due hereunder shall result
in the obligation on the part of the Lessee promptly to pay
an amount equal to interest at a rate of 10-1/2% per annum on
the overdue rentals and other obligations for the period
of time during which they are overdue or such lesser amount
as may be legally enforceable. '

§ 19, Notices. Any notice required or permitted
to be given by either party hereto to the other shall be
deemed to have been given when delivered to such other party
or deposited in the United States mails, first-class postage
prepaid, addressed as follows:
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if to the Owner-Trustee, at Main Street at
Broadway, Salt Lake City, Utah 84111, with a copy
to First Security Bank of Utah, National Association,
at 79 South Main Street, Salt Lake City, Utah 84111,
attention of Trust Department, Corporate Trust Division;

if to the Lessee, at Two Embarcadero Center, San
Francisco, California 94111, attention of Vice Presi-
dent, Finance; :

or addressed to any party at such other address as such party
shall hereafter furnish to the other parties in writing. Any
certificate, document or report required to be furnished by
any party hereto to the other parties shall be delivered to
the address set forth above for such party. Any notice to
the Lessee by the Trustee or the holders of the Trust Cer-
tificates regarding the Lessee's failure to perform any
obligation hereunder shall also be furnished by the Lessee

to the Owner-Trustee,

§ 20. No Recourse. No recourse shall be had in
respect of any obligation due under this Lease, or referred
to herein, against any incorporator, stockholder, director
or officer, as such, past, present or future, of the Owner-
Trustee, the Lessee or. Guarantor, or against the Owner or any
other beneficiary of a trust for which the Owner-Trustee is
acting as trustee, whether by virtue of any constitutional
provision, statute or rule of law or by enforcement of any
assessment or penalty or otherwise, all such liability,
whether at common law, in equity, by any constitutional pro-
vision, statute or otherwise, of incorporators, stockholders,
directors, officers, as such, or beneficiaries being forever
released as a condition of and as consideration for the
execution of this Lease.

It is expressly understood and agreed by and
between the parties hereto, anything herein to the contrary
notwithstanding, that each and all of the representations,
undertakings and agreements herein made on the part of the
Owner-Trustee are each and every one of them made and
intended not as personal representations, undertakings and
agreements by the Owner-Trustee, or for the purpose or with
the intention of binding the Owner-Trustee personally but
are made and intended for the purpose of binding only the
Trust Estate (as defined in the Trust Agreement) and this
Lease 1is executed and delivered by the Owner-Trustee solely
in the exercise of the powers expressly conferred upon the
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Owner-Trustee as Owner-Trustee under the Trust Agreement; and
that no personal liability or personal responsibility is
assumed by or shall at any time be asserted or enforceable
against the Owner-Trustee (except as provided in Section 4.01
of the Trust Agreement) or on account of any representation,
undertaking or agreement of the Owner-Trustee, as Owner-Trustee
(except as provided in Section 4.01 of the Trust Agreement)
either expressed or implied, all such personal liability, if
any, being expressly waived and released by the Lessee and by
all persons claiming by, through or under the Lessee; provided,
however, that the Lessee or any person claiming by, through

or under the Lessee making claim hereunder, may look to said
Trust Estate for satisfaction of the same.

§ 21. Severability; Effect and Modification of
Lease. Any provision of this Lease which 1s prohibited or
unenforceable in any jurisdiction shall be, as to such
jurisdiction, ineffective to the extent of such prohibition
or unenforceability without invalidating the remaining
provisions hereof, and any such prohibition or unenforce-
ability in any jurisdiction shall not invalidate or render
unenforceable such provision in any other jurisdiction.

This Lease exclusively and completely states the
rights of the Owner-Trustee and the Lessee with respect to
the leasing of the Units and supersedes all other agreements,
oral or written, with respect thereto, except the Participa-
tion Agreement, the Indemnity Agreement and the Covenant
Agreement. No variation or modification of this Lease
and no waiver of any of its provisions or conditions shall
be valid unless in writing and signed by duly authorized
signatories for the Owner-Trustee and the Lessee.

§ 22. Execution. This Lease may be executed in
several counterparts, such counterparts together consti-
tuting but one and the same instrument, but the counterpart
delivered to the Trustee shall be deemed to be the original
counterpart. Although for convenience this Lease is dated
as of the date first set forth above, the actual date or
dates of execution hereof by the parties hereto is or are,
respectively, the date or dates stated in the acknowledg-
ments hereto annexed.

§ 23. Law Governing. The terms of this Lease
and all rights and obligations hereunder shall be governed
by the laws of the State of Utah; provided, however,
that the parties shall be entitled to all rights conferred




by Section 20c of the Interstate Commerce Act.

IN WITNESS WHEREOF, the parties hereto have exe-
cuted or caused this instrument to be executed as of the
date first above written.

SSI RAIL RP.,

by /(

Vice Presioknt

[CORPOR/y ﬁf}L] P
/ A; Y

FIRST SECURITY STATE BANK,
not in its individual capacity
but solely as Owner-Trustee,

éigééiqféxét%%éb%éhéé(

(%C//,AuthorizeQVOf(ycer

[SEAL]

Attesty:

A oriz Officer
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STATE OF CALIFORNIA, )
’ ) Ss.:
COUNTY OF SAN FRANCISCO, )

o L) T

n this day of<dene, 1977, before me per-
sonally appeared Usnald &. Glexsen, to me personally known, who,
being by me duly sworn, says that he is a Vice President

" of SSI RAIL CORP., that one of the seals affixed to the
foregoing instrument is the corporate seal of said corpora-
tion, 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.

‘;:EKJLhAJ \’£<C%%A£MQQEZQ

Nanry Public

[ No t ar l a l S e al ] g“"““l!mﬁ“ﬂ““l!IK!gi;;ﬁ:é::;fR;:;;I;I“lll“lll

3  TERRY L. RUSSELL
., Notary Public - California
N o2 San fFrancisco County

i
3 R

2 My Commission Expires May 10, 1980
WREIBREABISESIRNI NI NS RURIRABIANLIDNBRARKAIN AR AFUEAN

Al {1

My Commission Expires @

2R TARARTRRRIRARE

i

STATE OF UTAH, )
) SS.e:
COUNTY OF SALT LAKE, )

On this ,/eﬁ:da of 1977, before me
personally appearedgﬁ/uuﬁﬁf , to me personally known,
who, being by me duly sworn, s& that he is an Authorized
Officer of First Security State Bank, that one of the seals
affixed to the foregoing instrument is the seal of said
bank, that said instrument was signed and sealed on behalf of
said bank by authority of its By-laws, and he acknowledged
that the execution of the foregoing instrument was the free

act and deed of said bank.
522552&225’”;72232241«/

NMotary Public

[Notarial-Seal]

My Commission Expires //-/%-7/



Quantity

Company Car
Numbers (Incl.)

Estimated
Base
Price

Type

70 ton, 50'6" 100
Boxcars with

10' sliding doors

and 10" end-of-

car cushioning

AAR Mechanical

Designation XM

ADN 8000-
8099

$31,285.94

Schedule A to the Lease

Estimated
Time of

Total Delivery

$3,128,594 July 6, 1977



Schedule B to the Lease

Casualty Values*

Rental Rental
Payment Date Percentage Payment Date Percentage
July 31, 1977 105.6523 April 30, 1985 71.2320
October 31, 1977 106.6899 July 31, 1985 69.8414
January 31, 1978 107.4609 October 31, 1985 68.4202
April 30, 1978 107.9291 January 31, 1986 66.9676
July 31, 1978 108.2095 April 30, 1986 65.4780
October 31, 1978 108,4282 July 31, 1986 63.9637
January 31, 1979 108.5830 October 31, 1986 62.4180
April 30, 1979 108.6503 January 31, 1987 60.8402
July 31, 1979 108.6152 April 30, 1987 59.2286
October 31, 1979 108.5235 July 31, 1987 57.5997
January 31, 1980 108.3732 October 31, 1987 55.9389
April 30, 1980 108.1445 January 31, 1988 54,2453
July 31, 1980 107.8233 April 30, 1988 52,5233
October 31, 1980 101.0367 July 31, 1988 50.7895
January 31, 1981 100.6033 October 31, 1988 49,0233
April 30, 1981 100.0968 January 31, 1989 47,2240
July 31, 1981 99.5017 April 30, 1989 45.4043
October 31, 1981 98.8645 July 31, 1989 43.5759
January 31, 1982 98.1675 October 31, 1989 41.7151
April 30, 1982 97.4037 January 31, 1990 39.8235
July 31, 1982 96.5674 April 30, 19990 37.9168
October 31, 1982 89.2715 July 31, 1990 36.0036
January 31, 1983 88.3352 October 31, 1990 34.0567
April 30, 1983 87.3397 January 31, 1991 32.0790
July 31, 1983 86.2838 April 30, 1991 30.0886
October 31, 1983 85.1835 July 31, 1991 28.0920
January 31, 1984 84.0377 October 31, 1991 26.0596
April 30, 1984 82.8419 January 31, 1992 23.9945
July 31, 1984 81.5997 April 30, 1992 21.9559
October 31, 1984 73.9095 July 31, 1992 20.0000
January 31, 1985 72.5907
* The Casualty Value of each Unit as of any rental pay-

ment date
such Unit
each such

shall be that percentage of the Purchase Price of
as is set forth in the above schedule opposite
rental payment date.



SCHEDULE C
TO THE LEASE

INDEKNITY AGREEMENT dated as of June 15, 1577,
between SSI RAIL CORP. (the Lessee) and THE BUDD LEASING
CORP. (the Lasscr).

e e e et e i s

—————— . e T e S S i

anthorized and directed the Owner-Trustee, solely on behalf
of the Trust, to enter intoc an Eguipment Trust Rgreement
between the Owner-Trustee and First Security Bank of Utah,
National Association, as Trustee (the Trustee), providing
for the leasing by the Owner-Trustee of certain units of
railroad equipment (the Zars) therein described, and for the
leasing by the Owner-Trustee to the lLessee pursuant to a
Lease of Railroad Eguipment (the Lz2ase), dated as of the

date hersof, between the Owner-Trustee and the Lessee, of
the Cars. :

WHEREAS, as an inducement to the Lessor, to direct
the Owner-Trustee to enter into the Lease and to lease the
ffars to the Lessee and as an inducement to the lessor, to
provide funds to the Owner-Trustee for a portion of ths
purchase price of the Cars, the Lessee agrees to indemnify
the Lessor against the loss of cartain benefits under the
Lease:

NOW, THEREFORE, in considetation of the premises
and of other good and valuable consideraticn, the parties
hereto hareby agree as follows:

1. The Lz2ase has been entered into on the basis
that the Lessor shall be entitled to such deductions,
credits and other benefits as are provided to an owner of
the Cars under the Internal Revenue Code of 1954, as amended
(the Codz), including, without limitation:



(a) the investment tax credit (Investrmant
Credit) allowed by Section 28 and related Sections of
the Code, in an amount egual to 10% of the aggregate

Purchase Price of the Cars;

(b) the deduction for accelerated deprecia-
tion (Depreciation Deduction) on the Cars under Section
167 of the Code based upon the aggregate Purchase Price
of the Tars utilizing the Asset Depreciation Range
lower lirit of 12 years as provided in BEsset Guideline
Class No. 00.25 in accordancs with Section 167(m) of
the Code enmploying the double declining balance method
of depreciation, switching to the sum-of-the-yesars-
digits method when most beneficial to the lLessor and
taking into account an estimated gross salvaga value of
20% of the Purchase Price of the Cars which will be
reduced by 10% of the Purchase Price as provided in
Section 167(f) of the Code;

(c) the deduction under Seztion 163 of the
Code (Interest Deduction) in the full amount of any
interest paid or accru2d by the Lessor in accordance
with th=2 lzssor's method of accounting for tax purposes
with respect to the indebtedness incurred by the Lassor
in financing its purchase of the Cars.

(d) The parties also intend that the Lazssor
be entitled to the above deductions, credits and
benefits to the extent allowable for state and local
tax purposese.

2. If the Lessor shall lose, shall not have or
shall lose the right to claim, or if there shall be dis-
allowed or recaptured with respect to the Lessor, all or any
portion of the Investment Credit, the Interest Deduction or
the Depreciation Deduction as is provided to an owner of
property with respect to the Cars (Lossg), then, subject to
the terms of Section 4 hereof, the Lessee after written
ragquest of the Lessor shall pay to the Lessor additional
rent in an amount which, in the reasonable opinion of the
lessor, will cause the lessor's net return over tha term of
the Lease in respect of such Cars to egual the net return
that would have been available if the Lessor had been
entitled to the utilization of all of the Investment Credit,
the Interest Deduction and the Dapreciation Deduction with
respect to such Cars, and the lLessee shall forthwith pay to
the Lessor the amount of any interest which may be assessed
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by the United States or any State against the lLessor
attributable to the Loss. Such additional rent shall be
praid commencing with the first periodic rental payment due
after the lessor notifies the Lessee of the required addi-
tional rent. In the event any additional rent is regquired
to be paid pursuant to this Section 2, the Casualty Values
set forth in the lease shall be revised as necessary to
preserve the net after-tax return on the Lessor's investment
irn the Cars as providsd herzinabove.

3. For purposes of this Agreement, a loss shall
occur upon the earliest of (a) the happesning cf any event
(such as a disposition or change in the use of any Cars)
which may cause such Loss, (b) the payment by the Lessor to
the Internal Revenue Service of the tax increase resulting
from such Loss, or (c) the adjustment of the tax return of
the Lessor to reflect such Loss. The Lessor shall be
responsible for, and shall not be entitled to a payment
under this Agreement on account of, any Loss due to one or
more of the following events: (i) a disqualifying disposi-~
tion due to the sale or other disposition (whether voluntary
or involuntary) of the Cars, including the lease thereof by
the Lessor, prior to any default by the lLassee, or (ii) a
failure of the lessor to timely or properly zlaim the
Investment Credit, Interest Deduction or Depreciation Deduc-
tion for such CZars in the tax return of ths lLessor, or (iii)
a disgqualifying change in the nature of the Lessor's
business or the ligquidation thereof, cor (iv) a fereclosure
ty any person holding through the Lessor or the Owner-
Trustee of a lien on such Cars, which foreclosure results
solely from an act of the Lessor or the Owner-Trustee, or
(v) any =vent which by the terms of the Lease requires
payment by the Lzssee of the Casualty Value of such Cars, or
(vi) the failure of the Lessor to have sufficient liability
for ta2x against which to apply such Investment Credit or
taxable income against which to apply such Depreciation
Peduction or Interest Deduction, or (vii) the failure of the
Lessor to properly contest any such Loss pursuant to the
terms of Section 4 hereof, or (viii) any other act solely of
the lLessor or the Owner-Trustee which directly causes the
Loss of all or part of the Investment Credit, Interest
Daduction (including loss of any Interest Deduction due to
prepayment pursuant to the Security Document) or the
+ion and delivery of the Lease and other documents herein
referred to and the carrying out of the transactions contem-
plated herein and therein in accordance with the terms of
the Lease and such other documents shall not be deemed to
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have caused the Loss of such Investment Credit, Interest
Daduction or the Depraciation Deduction under this Saction
3.

4. In the event a claim shall be made by the
Internal Revenue Service that the Investment Credit, Depre-
ciastion Peduction or Interest Deduction should be deniad cor
disallowed, or recaptured, the Lessor agrees, except. as
hereinafter provided, (i) to promptly notify the lessee in
writing of such Loss, (ii) not to make payment of the tax
claimed for at least 30 days after the giving cf such
notice, and (iii) to give the lassee any relevant informa-
tion relating to such Loss which may be particularly within
the knowledge of the Lessor; and the lessor further agrees
to take such action in connection with contesting such clainm
as the Lasse2e shall reasonably request from time to time,
including administrative appeals, proceedings, hearings, and
conferences with the Internal Revenue Service in respect of
such claim and proceedings in the appropriate United States
District Court, United States Court of Claims, or the United
States Tax Court or eguivalent state or local courts and
agencies, including such appeals as are allowable from each
such proceeding; provided that:

(a) within 30 d2ys after notice by the
Lessor to the lLessee of such claim, the lessee shall
make a reguest that such claim be contested;

(b) the lassor, at its sole option, may
forego any and all administrative appeals, procezedings,
hearings and conferences with the Internal Revenue
Service in respect of such claim and may, at its sole
option, either pay the tax claimed and sue for a refund
in the appropriate United States District Court or the
United States Court of Claims as the Lessor may elect,
or contest such claim in the Tax Court of the United
States, considering, however, in good faith, any
regquest made by the Lessee concerning the mananer of
contesting the clainm;

(c) prior to taking such action the Lessee
shall have furnished the Lessor with an opinion of its
tax counsel to the effect that a meritorious ground
2xists for resisting such claim and describing such
ground; and



(4) the Lessee shall have indemnified the
Lessor in a manner satisfactory to the lessor for any
liability or loss with regard to such claim which the
Lessor may incur as the result of contesting such
claim, and shall have agreed to pay the Lessor on
demand all costs and expenses which the Lessor may
incur in connection with contesting such clain
including, without limitation, (i) reasonable -
attorneys' fees and accountants' fees and
disbursements, (ii) the amount of any interest and
penalties which may ultimately be payable to thes United
States 3overnment as the rasult of contesting such
claim, and (iii) in the event the Lessor shall, in
connection with any such claim, pay the tax claired and
then se22k a refund, reimburse the lessor, on demand, an
amount equal t> the tax paid plus interest and
penalties paid by the Lessor, if any.

If any such claim referred to above shall be made
by the Internal Revenue Service and the Lessee shall reason-
ably have reguested the Lassor to contest such clainm as
above provided and shall have duly complied with all of the
terms of this Section 4, the Lessee's 1iability under this
Section 4, with respect to such Loss, shall become fixed
upon final determination of the Lessor's liability for such
Loss. In the event the Lessee does not rejuest the lessor
to contest such claim as provided in this Section 4, the
liability of the Lessee shall become fixed tec the Lessor at
the time the Lessor makes pavment of the tax attributable to
such loss. In the event any such claim is contested, the
l.essor shall prosecute such contest diligently and in good
faith and shall keep the Lessee informed of the statas
thereof. Notwithstanding any provision to the contrary in
this Section 4, the Lessor may elect not to contest any such
claim, or to discontinue any proceedings previously
commenced, and thereupon the Lessee shall be relieved of all
liability to indemnify the Lessor with respect to the Loss
involved in respect of such claim, and the Lessor shall
raimburse the Lessee for all amounts paid by the Lassses2
under this Section 4. C o '

In the event that the Lessor had paid the tax
claimed and received reimbursement therefor from the Lessee
and obtained a refund thereof from the government, such
refund together with any interest paid by the government
shall be paidi to Lessee promptly after receipt thereof by
the Lessor.



It is understood and agreei that nothing in this
Section 4 shall be deemed to impose upon the lessee any
lJiability arising out of any claims other than those for
which the Lessee has indemnified the Lessor pursuant to
Saction 2 hereof. .

5. If the Investment Credit is increased with
respact to the Cars, the rent and Casualty Values shall be
aljusted on the following basis:

(3) The rent will be adjusted by uwtilizing
50% of any increase in the Investment Credit over the 10%
rate in effect at the time the Lesase was consunmmated in cal-
culating Lessor'’s yield 50 as to provide Lesscr with the
same recovery of investment and after tax yield that it hagd
on the transaction as calcunlated with the 10% Investnment

Credit.

(b) Casrvalty Values will be adjusted
utilizing the new lease factor established in the above
calculation and the full Investment ZTredit recognizing 100%
of the increase over the 10% rate in effect at the tima2 the
Lease was consummated.

Notwithstanding the foregoeoing, adjustments in the
applicable lease rates and Casualty Values shzll not be
reguired if the Lessor is not entitled to the increase in
the Investment Credit due to an election made by the Lessor
(or the federal taxpayver group of which Lessor is a part).

6. The L2ssor and the Lessee agres that the

0f the lessee unijer this Indemnity Agreement shall at all
times ani in all respacts b2 subordinate and junior in right
of payment to all indebtedness, obligations and liabilities
(the Senior_0Ohligations) of the Lessee under the lease.

As a result of such subordination (i) in the event
of any distribution, division or application, partial or
complete, voluntary or involuntary, bv operation of law or
otherwise, of all or any part of the assets of the Lessee,
or the proceeds thereof, to creditors of the Lessee or upon
any indebtedness of the Lessee occurring by reason of
liquidation, dissolution or other winding up of the Lessee
or by reasons of any execution sale, reczivership,
insolvency or bankruptcy proceedings or other proceedings
for the reorganization or readjustment of the Lessee or its
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debts or properties, then in any such evant Senior Obliga-
tions shall be preferred in payment over Subordinated Obli-
gations and such Senior Obligations shall be first paid ang
catisfied in full bafore any pavment or distribution of any
kind or charact=r, whether in cash, property or securities
(other than in securities, the payment of which is subor-
dinated to Senior Obligations to the same extent as Subor-
dinated Nbligations), shall be made on-or in respect. of
Supbordinated Obligations; and in any event any payment,
dividend or distribution (other than securities, the payrent
of which is also subordinated as aforesaid) of any kind or
character which shall be made upon or in respect hereof
shall be received and held in trust for the benefit of, and
shall be paid over to the Trustee under the Security
Document and any assignee under the Security Document of
Senior Dbligaticns, for application on Senior Ckligations
until the Senior Obligations have been fully pzid; and (ii)
-during the continuvance of any Event of Default (as defined
in the lLaase), no payment shall be made on Subordinated
Chligations until the Senior Cbligations have been fully
paid.

No rights of the Trustsze to enforce subordination
as herein providea4 shall at any time or in any way be pre-
judiced or impaired by any failure to act on the part of the
Lassee, or bv any noncompliance by the Lessee with the
terns, provisions and covenants of or relating to Subor-
dinated Obligations cr of or relating to the Senior Obliga-
tions, regardless of any knowledge thereof that the Trustee
may have or with which it might otherwise be charged. The
provisions of the preceding paragraphs are solely for the
purpose of defining the relative rights of the Trustee in
respect of Senior Obligations on the one hand, and the
Lessor in respect of Subordinatad Obligations on the other
hand, and nothing herein shall impair, as between the Lacsee
and the Lessor, the obligation of the lLessee to pay to the
Lassor the entire amount of the Subordinatad Cbligations in
accordance with the terms and provisions hereof nor shall
anything herein prevent the lessor from exercising all
remedies otherwise permitted by applicable law or hereunder
upon default, subject to the rights, if any, of the Trustee
in respect of Senior Obligations as herein provided for.

The Lessor by its execution hereof irrevocably
constitutes and appoints the Trustee its true and lawful
agent and attorney~in-fact to execute, verify, deliver and
file any proof of claim, consents, assignments or other
instruments which the Trustee may at any time reguire in

-



order to prove and realize upon any rights or claims
pertaining to Subordinated Obligations and to effectuate the
full benefit of the subordination contained hereine.

7. RAll of the Lessor's rights and privileges
arising from the indennities contained in this Agreement
shall survive the expiration or othar termination of the
Lzase and such indemnities are expressly made for the
Lenefit of and shall be enforceabls by the lassor, its
successors and assigns.

8. All communications and notices provided for
harein shall be in writing and shall become effective when
deposited in the United States mail, with proper rostage fecr
first-class majl pre-paid, addressed (a) if to the lLessor,
at 3155 West Big Beaver Road, Troy, Michigan, 48084,
Attention: Vice President and Controller, and (b) if to the
Lessae, at Two Embarcadero Center, San Francisco, California
94111, Attention: President.

9., This Agreement shall be governed by angd
construed in accordance with thes laws of the State of Utah.

10. This Agreement may be simultaneously exacuted
in any number of counterparts, each of which when so
executed and delivered shall be deemed to be an original,
and such counterparts togsther shall constitute one and the

same instrumente.

IN WITNESS WHEREOF, the parties hereto have each
caused this Agreerent to be duly executed by their resrec-
tive officers thereunto duly authorized.

THE BUDD LEASING CORP. SST RAIL CORP.

Py By e e e
Title: Title:




SCHEDULE D
TO THE LEASE

GUARANTY AGREEMENT

GUARANTY AGREEMENT dated as of June 15,
1977, between ITEL CORPORATION, a Delaware cor-
poration (hereinafter called the Guarantor)
and First Security State Bank, not in its
individual capacity but solely as Owner-Trustee
(hereinafter called the Owner-Trustee) under a
Trust Agreement dated as of the date hereof
with The Budd Leasing Corp. (hereinafter called
the Beneficiary).

WHEREAS the Owner-Trustee and S5I Rail Corp. (here-
inafter called the Lessee} are entering into a Lease of Rail-
road Equipment dated as of the date hereof (hereinafter
called the Lease), providing for the leasing by the Owner-
Trustee to the Lessee of certain units of railroad equipment
(hereinafter called the Units);

WHEREAS the Lessee and the Beneficiary are entering
into an Indemnity Agreement dated as of the date hereof
(hereinafter called the Indemnity Agreement), pursuant to
which the Lessee makes certain representations and warranties
with respect to the Units and agrees to indemnify the Bene-
ficiary under certain circumstances for the unavailability
or loss of certain tax penefits; and

WHEREAS as an inducement to the Beneficiary to
finance a portion of the purchase price of the Units, and
as an inducement to the Owner-Trustee to lease the Units to
the Lessee, the Guarantor agrees to guarantee as hereinafter
provided all obligations and covenants of the Lessee under
the Lease and the Indemnity Agreement;

NOW, THEREFORE, in consideration of the execution
and delivery of the Lease and of other good and valuable
consideration and the covenants hereinafter contained, the
parties hereto agree as follows:

SECTION 1. Upon the failure of the Lessee to pay
to the Owner-Trustee or the Beneficiary, as and when due,
any sum of money, whether for rental, interest, fees, charges,
indemnification to the Owner-Trustee or the Beneficiary, or
otherwise, under the Lease or the Indemnity Agreement (all
such sums being hereinafter collectively called Amounts,



and any portion thereof whlch is then due and ‘unpaid by the

. Lessee being ‘hereinafter called Defaulted Amounts), the a
Owner-Trustee may make a written demand upon the Guarantor
to perform hereunder. : .

SECTION 2. The Guarantor hereby irrevocably and
uncondltlonally agrees upon receipt of the demand referred
to in Section 1 hereof to pay all sums of Defaulted Amounts
- required' to be made by the Lessee pursuant to the Lease or
the Indemnity Agreement to the Owner-Trustee or the Benefi-
'c1ary, respectively, at the times and in the manner therein
specified 1nclud1ng any grace period with respect thereto °
specified in the Lease 'or the Indemnlty Agreement, as thougn'
the Owner-Trustee had not exercised its option with respect
to such Defaulted Amounts or any portion thereof to accelerate
Amounts pursuant to the terms of the Lease or exercised its
remedies thereunder and whether or not such option shall
have been exercised; provided, however, that if the written
demand referred to in Section 1 hereof shall specify that
the Lessee has failed to make payment of any sum of money
due and owing as a result of an Event of Default specified
in (a) § 10(C) or § 10(J) of the Lease as such section
relates directly to the Guarantor or (b) § 10(I) of the
Lease, the Guarantor shall upon receipt of said notice pay
to the Owner-Trustee at the times and in the manner specified
in the Lease all sums of Defaulted Amounts, including any
portion of said Defaulted Amounts due and owing by the
Lessee as a result of the Owner-Trustee's having exercised
its option to accelerate Amounts or having exercised its
remedies with respect to such Event of Default pursuant to
the Lease. ’

SECTION 3. The Guarantor's obligation to make such.
payments as provided in Section 2 hereof shall continue so '
long as and to the extent that the Lessee shall not make
such payments and the Guarantor's obligation provided in
Section 2 hereof shall be suspended over any period of time
during which and to the extent that all regularly scheduled
payments shall have been made timely by and on behalf of the
Lessee, such suspension to begin in the calendar month in
which any such payment is made by the Lessee. If the Owner-

. Trustee or the Beneficiary shall exercise its remedies under
the Lease or .the Indemnity Agreement, respectively, and any
deficiency remains owing, as provided in the Lease oOr the
Indemnity Agreement, the Guarantor agrees to continue to
make payments under Section 2 to the extent necessary unt11
such deficiency has been paid in full.



SECTION 4. All payments made by the Guarantor
hereunder shall pro tanto discharge the Lessee of its obli-
gation to pay the Amounts.

SECTION 5. Nothing in this Agreement shall be
deemed or construed to impair, alter or modify any right or
remedy the Owner-Trustee or the Beneficiary may have against
the Lessee under the Lease or the Indemnity Agreement, respec-
tively, including the Owner-Trustee's or the Beneficiary's
right under the Lease or the Indemnity Agreement, respec-
tively, to enforce its remedies under the Lease or the
Indemnity Agreement, respectively.

SECTION 6. The Guarantor's obligations hereunder
are independent of the obligations of the Lessee under the
Lease and the Indemnity Agreement, and shall be unconditional,
irrespective of the genuineness, validity, regularity or
enforceability of the Lease or the Indemnity Agreement, or
of any other circumstance which might otherwise constitute a
discharge of the Guarantor from its obligations under this
Agreement. A separate action or actions may be brought and
prosecuted against the Guarantor whether action is brought
against the Lessee or whether the Lessee is joined in any
such actions, and the Guarantor waives the benefit of any
statute of limitations affecting its liability hereunder or
the enforcement thereof.

SECTION 7. The Guarantor authorizes the Owner-
Trustee and the Beneficiary, without notice or demand and
without affecting its liability hereunder, from time to time
to (a) review, compromise, extend, accelerate or otherwise
change the time for payment of, or otherwise change the
terms of, the Amounts or any part thereof; and (b) take and
enforce any and all rights and remedies under the Lease,
including the repossession, sale, exchange or other disposition
of the Units or any other security for the payment of the
Amounts without notice to the Guarantor and to waive or
release any such Units or security. '

SECTION 8. The Guarantor waives any right to
require the Owner-Trustee or the Beneficiary to (a) proceed
against the Lessee; (b) proceed against or exhaust any
security held from the Lessee; or (c¢) pursue any other remedy
within the Owner-Trustee's or the Beneficiary's power
whatsoever. Until all the Amounts shall have been paid in
full, the Guarantor shall have no right of subrogation, and
waives any right to enforce any remedy which the Owner-Trustee
or the Beneficiary now has or may hereafter have against



the Lessee, and waives any benefit of, and any right to par-
ticipate in, any security now or hereafter held by the
Owner-Trustee or the Beneficiary. The Guarantor waives all
presentments, demands for performance, notices of nonperfor-
mance, protests, notices of protest, notices of dishonor
and notices of acceptance of this Agreement.

SECTION 9. Until all the Amounts shall have been
paid in full to the Owner-Trustee, the Guarantor shall main-
tain direct or indirect ownership of 100% of the Lessee's
issued and outstanding capital stock and shall keep itself
informed with respect to and apprised of the operations and
financial condition of the Lessee. The Guarantor shall not
create, permit or suffer to exist any lien, charge, security
interest or other encumbrance on such capital stock.

SECTION 10. The Guarantor covenants and agrees
that in the event that it should merge or consolidate with
another corporation, the survivor of such merger or con-
solidation shall be a solvent corporation organized under
the laws of the United States of America or a state thereof
or the District of Columbia and such survivor (if not the
Guarantor) shall not, upon consummation of such merger, be
in default under any of the terms of this Agreement and
shall have assumed in writing all the obligations and
liabilities of the Guarantor hereunder.

SECTION 11, In the event that the Guarantor shall
fail to make any payment required to be made by it under the
provisions of Sections 2 and 3 hereof, the Owner-Trustee and
the Beneficiary may, at their respective options, require
the Guarantor to pay to the Owner-Trustee and the Beneficiary,
without further notice or demand of any kind, all the Amounts
then due and owing to the Owner-Trustee and the Beneficiary.

SECTION 12. The Owner-Trustee and the Beneficiary
may assign all or any of their rights under this Agreement,
including without limitation, the right to receive any
Amounts due or to become due. In the event of any such
assignment, any such subsequent or successive assignee or
assignees shall, to the extent of such assignment, enjoy
all the rights and privileges and be subject to all the
obligations of the Owner-Trustee and the Beneficiary here-
under. The Guarantor hereby acknowledges notice of the fact
that the Owner-Trustee concurrently with the execution of
this Agreement is assigning its rights and interests here-
under (in so far as such rights and interests relate to the
guaranty herein provided of the observance, payment and



performance of the Lessee's covenants, obligations and
agreements under the Lease) to First Security Bank of Utah,
National Association (hereinafter called the Trustee), as
security for the obligations of the Owner-Trustee under an
Equipment Trust Agreement dated as of June 15, 1977,
between the Trustee and the Owner-Trustee.

SECTION 13. This Agreement shall be governed by
and construed under the laws of the State of California.

SECTION 14. The Guarantor shall pay to the Owner-
Trustee, on demand, the Owner-Trustee's costs, including

attorney's fees, which may be incurred in the enforcement of
this Agreement.

IN WITNESS WHEREOF, this Agreement is executed as
of the 15th day of June 1977.

ITEL CORPORATION,

by

Vice President

Accepted as of June 15, 1977, by

FIRST SECURITY STATE BARK,
on behalf of itself, not in
its individual capacity but
solely as Owner-Trustee,
and on behalf of The Budd
Leasing Corp.,

by

Authorized Officer



SCUEDULL E
TO THE LEASE

LEASE AGRELIMENT

TBIS LEASE AGREEMENT, made as of thig
day of , 167 , between SSI
RAIL CORP., a Delaware corporation, Two
Embarcadero Center, San Francisco, California
94111 ("SS1I"), as Lessor, and , :
, a cor-—
poration ("Lessee"), as Lessece.

1. Scope of Agrecment

A. SSI agrees to lease to Lessee, and Lessce agrees’
to lease from SSI, boxcars and/or other railroad equipment
of the types and descriptions as set forth in any lease
schedules executed by the parties concurrently herewith or
hereafter and made a part of this Agreement. The word
"Schedule" as used herein includes the Schedule or Schedules
executed herewith and any additional Schedules and amendments
thereto whether for boxcars or other railroad cguiment, each
of which when signed by both parties shall be a part of this
Agrecment. The scheduled items of equipment are hereinafter
called collectively the "Boxcars"

B. It is the intent of the partleg to this Agreec-
ment that SSI shall at all times be and remain the lessor of
all Boxcars. Lessee agrees that it will at no time take any
action or file any document which is inconsistent with the
foregoing intent and that it will take such action and execute
such documents as may be necessary to accomplish this intent.

2. Term

A. This Aqreement shall remain in full force until
it shall have been terminated as to all of the Boxcars as
provided herein. The term of lease with respect to all of
the Boxcars described on each Schedule shall be for fiftecn
(15) years cowmmencing upon the date when all Boxcars on such
Schedule have been delivered as sct forth in Section 3A
hereof.

B. If this Agreement has not been earlier termi-
nated and no default has occurred and is continuing, it shall
automatically be extended for not more than five consccutive
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periods of twelve months each with respect. to all of the
Boxcars described on each Schedule, provided, however, that
551 or Lessce may terminate this Agreement as to -all, but ot
fewer then all, of the Boxcars on any oUCh scheaule by
written notice delivered to the othér not lesc ,thum twelve
nonths prior to the end of the lﬂlt]ol lcuse term or any
extcended lease term.

3. Supply Provisions SN

A. S8SI will inspect eachnof the Bo>c rs tendered
by the manufacturer for delivery to Lessee. Prior 'to such
inspection, however, Lessee shall confirm in writing to SSI
that the sample Boxcar which will be made available for
Lecsee's inspection prior to the commencement of deliveries
conforms to the specifications of the eguipment agreed to by
Lessee. Upon such approval by Lessee and SSI's determination
that the Boxcar ccnforms to the specifications ordered by S$8I
and to all applicable governmental regulatory specifications,
anda this Agreement has not been terminated, S5I will accept
delivery therecof at the manufacturer's facility and snall
notify Lessee in writing of such acceptance. Each of the
Boxcars shall be deemed delivered to Lessee upon acceptance
by 85I. The Boxcars shall be moved to Lessee's railrocad line
at no cost to Lescsee as soon after acceptance of delivery Ly
SS81 as is consistent with mutual convenience and economy.

Duc to the nature of railroad operations in the United
StatCu, SSI can neither contrel nor determine when the
Boxcars leased hercunder will actually be available to
Lessce for its use on its railroad tracks. lNotwvithstanding
that Lessce may not have immealate physical poscession of the
Boxcars leased hereunder, Lessee agrees to pay to SSI the
rent ‘set forth in this Agrecement. To meve the Boxcars to
Lessee's railroad line and insure optimal use of the Boxcars
after the first loading of freight for each Boxcar on the
railroacd line of Lessee (the "initial loading"), SSI agrees
to assist Lessee 1n monitoring Boxcar movements and, when
deemed necessary by Lessee and SSI, to issue movement orders
with respect to such Boxcars to other railroad lines in
accordance with ICC and AAR interchange agrecnents and
rules.

B. Lessce agrees that so long as 1t shall have on
lease any Boxcars, it shall not lease boxcars from any other
party until it shall have received all of the Boxcars on the
Schedule or Schedules. Once Boxcars have been delivered to



Lecsee, 1t shall then not lease boxcars from any other party
until 1t shall bhave gilven 5351 at least three (3) months' prior
written notice of 1its desire to lease boxcars simllar to the
type on lease and SSI shall then have the opportunity to
procure and lcase such boxcars to Lessce subject to the terms
and conditions of this Agreement and manufacturers' delivery
schedules and at terms not less favorable to Lessee than
thoee offered by such other parties. The forecgoing, howover,
chall not be deemcd to prohibit Lessee from leacing from
other parties 1f SSI does not offer lease terms equal to or
bettor than those offered by such other parties. Lessee
shall give preference to SSI and shall load the Boxcars
leased from SSI prior to loading boxcars leased from other
parties or purchased by Lessee subseguent to the date of this
Ag:eement or interchanged with railroads; provided, however,
that this shall in no event prevent or prcohibit Lessee from
fulfilling its ol:ligations to provide transportation and -
facilitices upon reasonable reguest therefor to shippers on
its railroad tracks.

C. BAdditional Bexcars may be leased from SSI by
Lessee only upon the mutuel agreement of the parties hereto.
Upon such agrcement, such additional Boxcars shall be iden-
tified in Schedules to this Agreement and shall benciit from
and be subject to this Agreement upon execution of the
Schedules by SSI and Lessee. HNotwithstanding the execution
of any Schedules, including Schedules for additicnal Boxcars,
the delivery c¢f Boxcars to Lessee shall be subject tc manu-
facturer's delivery schedules, financing satisfactory to
SSI and the mutual acknowledgment of the partiles that the
additicn of such Boxcars is not likely to reduce utilization
of all Boxcars on lease to Lessee to less than 87.5 per cent
in any calendar quarter. If, due to the factors listed in
the preceding sentence, fewer than all of the Boxcars listed
on a Schedule shall be delivered to Lessee, the term of the
lease shall be deemed to have commenced on the date the final
Boxcar of the most recent group of Boxcars was declivered to
Lessee.

4. Railroad larkings and Record Keeping

A. SSI and Lessee agrec that on or before deliv-
ery of any Boxcars to Lescee, said Boxcars will be lettered
with the railroad markings of Lescee and may also be marked
with the name and/or other insignia uged by Lessce. Such
name and/or insignia shall comply with all applicable regu-
lations.



B. At no cost to Lesgsce, SSI shall during the
term of this Agreement prepare for Lescee's signoture and
filing all documents relating to the registration, main-
‘tenance and record keeping functions involving the Boxcars.
Such documents shall include but are not limited to the
following: (1) appropriate AAR documents including an
application for relief from AAR Car Service Rules 1 and 2;
(1i) registration in the Official Railway Eguipmoent Reglsteor
and the Universal ilachine Language Eguipment Register; and
(111} such reports as may be required from time to time by
the ICC and/or other regulatory agencies.

C. CLach Boxcar leased hereunder shall be regis-
tered at no cost to Lessee in the Official Railway Equivment
Register and the Universal Machine Language Eguipment Reg-
ister. SSI shall, on bhehalf of Lessee, perform all record _
keeping functions related to the use of the Boxcars by Lesczoe
and other railroads in accordance with AAR railroad inter-
change agreements and rules, such as car hire reconcilia-
tion. Correspondence from railroads using such Boxcars shall
be addressed to Lessce at such address as SSI shall select.

D. All record keeping performed by SSI hercunder
and all record of payments, charges and correspondence
related to the Boxcars shall be separately recorded and
maintained by SSI in a form suitable for reasonable inspec-
tion by Lessee from time to time during regular SSI bucinecc
hours. Lessce shall supply SSI with such reports, includirng
daily telephone reports of the number of Loxcars on Lessee's
tracke, regarding the use of the Boxcars by Lessee on its
railroad line as SSI may reasonably request.

5. Maintenance, Taxes and Insurance

A. Except as otherwlise provided herein, SSI will
pay all costs, expenses, fees and charges lncurred 1n con-
nection with the use and operation of each of the Boxcars
during its lease term and any extension thereof, including
but not limited to repairs, maintenance and cervicing, unless
the same was occasioned by the fault of Lessee while such
Roxcar 15 in the physical possession of Lescee. Lessce shall
insrect all Bc 'cars interchanged to 1t to insure that such
Boxcars are in gocd working order and condition and shall be
liable to 88I for any repairs required for damage not noted
at the time of interchange. Lessce hereby transters and
assigns to $61 for and during the lcase term of cach Boxcar
all of its right, title and interest in any warranty in



respect to the Doxcars. All claims or actions on any war-
ranty so assigned shall be made and progsecutcd by S5I at 1ts
sole expense and Lessce shall have no obligation to make

any claim on such warranty. Any recovery under such war-
ranty shall be payable solely to SSI.

"B. Except as provided above, SSI shall make or
cauce to be made such inspections of, and malntenance and
repairs to, the Boxcars as may be required. Upon reguest of
§81, Legssce shall perform any necessary malntcnance and
repalrs to Boxcars on Lessee's railroad tracks as may be
reasonably requested by S8S5I. S5SI shall also make, at 1its
expense, all alterations, modifications or replacement of
parts, as shall be necessary to maintain the Boxcars in good
operating condlition throughout the term of the lease of such
Boxcars. Lessee may make running repairs to facilitate
continued 1mmediate use of a Boxcar, but shall ncot otherwice
make any repairs, alterations, ilmprovements cr additions to
the Boxcars without SSI's prior written consent. If Lessee
makes an alteration, improvement or addition to any Boxcar
withrut S5I's prior written consent, Lessee shall be liable
to SSI for any revecnues lost due to such alteration. Title
to any such alteration, improvement or addition shall be and
remain with SSI.

C. Lessce will at all times while this Agrecment
is in effect be responsible for the Boxcars while on Lessec¢'s
railroad tracks in the same manner that Lescee 1s respcnsible
under Rule 7 of the AAR Car Service and Car Hire Agreement
Code of Car Service Rules~-Freight for cars not owned by
Lessee on Lessee's railroad tracks. Lessee shall protéct
against the conseguences of an event of loss involving the
Boxcars while on Le¢ssee's railroad tracks by elther obtaining
insurance or maintaining a self insurance program which
confcrms to sound actuarial principles. If Lessee elects to
carry insurance, it shall furnish SSI concurrently with the
execution hereof and thereafter at intervals of not more than
12 calendar months with a certificate of insurance with
respect to the insurance carried on the Boxcars-signed by an
independent insurance broker. All insurance shall be taken
out in the name of Lessee and SSI (or 1its assignee) as theilr
interests may appear.

D. SSI agrees to reimburse .Lessee for all taxes,
assessments and other govenmental charges of whatsoever kind
or character paid by Lessee relating to each Boxcar and on
the lease, delivery or operation thercof which may remain
unpaid as of the date of delivery of such Boxcar to Lessec or



which may be accrucd, levied, asgesced or inposed during the

lease term, except taxes on income iuposed on Lecsce and

salcc or uce taxes inposcd on the mileage charges and/or car
hire revenues. 881 shall forward to Lessee all sales and us

tax payments received by 1t on behalf of Leczee., SSI and
Lessce will comply with all state and local laws requiring
the filing of ad valorem tax returns on the Boxcars. 551
shall review all applicable tax returns pricr to filing.

6. Leasce Rental

A. Lecsee agrees to pay the following rent to
SSI for the use of the Boxcars:

(1) SSI shall receive all payments made to Les-
see by other railroad companies for their use or hand-
ling of the Doxcars, including but not limited to
mileage charges, straight car hire payments and incen-
tive car hire payments (all of which payments made to
Lessece are hereinafter collectively referred to as
"payments") 1f the utilization of all of the Boxcars
delivered to Lessee on an aggregate basis for each
calcndar vyear shall be equal to or less than 90 per
cent. For the purpose of this Agreement, utilization
of the Boxcare shall be determined by a fraction, the
numerator of which 1s the aggregate number of days in
each calendar year that car hire payments are earned
by Lessee on the Boxcars, commencing from the initial
loading, and the denominator of which 1s the aggregate
number of days in each ycar that the Boxcars are on
lease to Lessee, cormencing from the 1nitial loading
(such term referred to as "utilization"). In addition,
SSI will receive, as additional rental, all moneys
earned by the Boxcars prior to their initial loading.

(i1) In the event utilization exceeds 90 percent

in any calendar year, SSI shall receive an amount cgual
to the SSI Base Rental plus an amount egual to one-half

of the payments earned In excess of the SSI Ease Rental
For the purpose herceof, SSI Base Rental shall be an
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amount egual to the total payments for the calendcr year

nultiplied by a fraction, the numerator of which 15 90

percent and the denominator of which is the utilization

for such caléendar year. (The above determination of 881

Racse Rental insures that Lessce will, 1f utllization 15

greater than 50 percent in any calendar year, receive

onc-half of all the payments made by other railroads for .



use or handling of the Boxcars 1n excess of the S$SI Buce
Rental.)

(i1i1) If SSI pays other railroads to move Boxcars in
accordance with Scction 3A hereof, except for any pay-
ments incurrced to deliver such Boxcars to Lessee's rail-
road line, Lessee shall reilmburse SSI for such payments
only from and out of the monies received by Lessee pur-
suant to subsection GA(LLi) hercof.

(iv) The rental charges payable to SSI by Lecgsee
shall be paid from the payments received by Lessee in
the following order until 8SI receives the amounts duc
it pursuant to this section: (1) incentive car hire
payments; (2) straight car hire payments; (3) mileage
charges; and (4) other.

(v) In the event damage beyond repair or destruc-
tion of a Boxcar has been reported in accordance with
Rule 7 of the AAR Car Service and Car Hire Agreement
Code of Car liire Rules~-Freight and the appropriate
amount duec as a result thereof is received by SCI, said
domaged or deztroyed Boxcar will be removed from the
coverage of this Agreement as of the date that payment
of car hire payments ceased.

B, The calculations required above shall be made
within five months after the end of each calendar year.
However, to enable SSI to meet its financial commitments, SSI
may, prior to such calculations, retain the payments received
by it on behalf of Lessee. However, since the parties
desire to determine on a quarterly basis the approximate
amount of the rental charges due $SI, $S1I shall within three
months after the end of each calendar quarter calculate on a
guarterly basis rather than a yearly basis the amount due it
pursuant to this sectlon. Any amounts payable pursuant to
the preceding centence shall be paid promptly following such
calculation, provided, however, that following the yearly
calculation, any amount pald to either party in excess of
the amounts required by the yearly calculation shall be
promptly refunded to the appropilate party.

C. In the event utilization in any calendar quar-
ter is less than 87.5 percent or if at any time during a
calendar quarter the number of days that the Boxcars have
not carned car hire payments 1s such as to make 1t mathema-
tically certain that the utilization cannot be cqual to or
greater than £7.5 percent, SSU may, at 1ts option and



upon not less than 10 days' prior written notice to Lessee,
terminate this Agreement as to such Boxcars as S5I shall
determine.

D. &SI may, at its option, terminate this Agrec-
ment 1f the ICC shall, at any time, {1l) 1ssue an order
reducing lncentive car hire for Boxcars on an annual basis
to three months or less without a corresponding increase
in straight car hire or other moncys available to both SSI
and Lesscee at least eqgual 1in amount to csuch reduction, (2)
detcermine that Lessee may not apply its incentive car hire
receipts in payment of the rental charges set forth in this
section or (3) recquire that Lessee spend funds not earned by
the Boxcars in order for Lessee to continue to meet 1ts
obligations set forth in this section.

E. Subsecuent to the initial loading, if any Box-
car remains on Lessee's railroad tracks for more than seven
consecutive days, SSI may, at 1ts option and upon not less
than 24 hours' prior written notice, terminate this Agreement
as to such Boxcar and withdraw such Boxcar from Lessce's
railroad tracks, If any such Boxcar remains on Lessee's
railroad tracks more than seven consecutive days becauce
Lessece has not glven preference to the Boxcars as specificed
in Section 3B, Lessee shall be liable for and remit to SSI
an amount eqgual to the car hire revenues Lessee would have
earncd i1f such Boxcars were in the physical possession and
use of another railroad for the entire period. '

7. Possession and Use

A. So long as Lessee tshall not be in default under
thlis Agreement, Lessce shall be entitled to the possession,
use and quiet enjoyment of the Boxcars in accordance with the
terms of this Agreement and in the manner and to the extent
Boxcars are customarily used in the raillroad freight busi-
ness, provided that Lessee retain on its rallroad tracks no
more Boxcars than are necessary to fulfill its 1immediate
requirements to provide transportation and facilities upon
reasonable request therefor to shippers on its railroad
tracks. However, Lessec's rights shall be subject and sub-
ordinate to the rights of any owner or secured party under
any financing agreement entered into by SSI in connection
with the acquisition of Boxcars, i.e., upon notice to Lessee
from any such secured party or owner that an cvent of
default has occurrcd and is continuing under such financing



agrecement, such party may reguire that all rent shall be
made directly to such party and/cr that the Boxcars he
returned to such party. Lessce agrees that to the extent 1t
has physical possession and can control uce of the Boxcars,
the Boxcars will at all times be used and operated under end
in compliance with the laws of the jurisdiction  in which the
same may be located and in compliance with all lawful acts
rulcs and regulations and orders of any governmental bodiec
or officers having power to regulate or supervise the use cof
sucn property, except that either SSI or Lessee may in goo:
faith and by appropriate proccedings contest the uppllCutlUZ
of any such rule, regulation or order 1in any reaconable
manner at the expcnse of the contesting party.

-2

B. Lessce will not directly or indirectly creats,
incur, assume or suffer to exist any mortgage, pledge, lien,
charge, encumbrance or other security interest or claim on or
with respect to the Boxcars or any interest therein or in
this Agreeement or any of the Schedulegghereto. Lessee will
promptly, at its expense, take such action as may be necessary
to duly discharge any such mortgage, pledge, lien, charge,
encumbrance, secur ity ilnterest or claim if the same shall
arise at any time.

8. Default

A. The occurrence of any of the following events
shall be an Event of Default:

(i) The nonpayment by Lessee of any sum required
herein to be paid by Lessee within ten days after the
date any such payment is due.

{ii) The breach by Lessee of any other term, cove-
nant or condition of this Agreement, which is not cured
within ten days thereafter. :

(iii) Any act of insolvency by Lessee, or the fil-
ing by Lesscc of any petition or action under any
bankruptcy, reorganization, insolvency or morator ium
lav, or any other law or laws for the relief of, or
relating to, debtors.

(iv) The filing of any involuntary petition under
any bankruptcy, reorganization, insolvency or morator.ium
law acainst Lessee that is not dismissed within sixty
(60) days thereafter, or the appointment of any receiver
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or trustee to take possession of the properties of
Lessee, unless such petition or appointmont is set aside
or withdrawn or ceases to be in cffect within sixty (60)
days from the date of said filing or appointment.

(v) The subjection of any of Lessce's property to
any levy, selzure, assignacnt, application or sale for
or by any creditor or governmental agency.

(vi) Any action by Lessee to discontinue rail ser-
vice on all or a portion of 1its tracks or abandon any of
its rail properties pursuant to applicable provisions of
the Interstatce Commerce Act or the laws of any state.

B. Upon the occurrence of any event of default,
SSI may, at its option, terminate this Agreement and may

(i) proceed by any lawful means to enforce per-
formance by Lessee of this Agreement or to recover
damages for a breach thereof (and Lessee agrees to bear
SSI's costs and expenses, including reasonable attor-
neys' fees, in securing such enforcement), or

(i1i) by notice in writing to Lesseec, terminate
Lessee's right of possession and use of the Boxcars,
whereupon all right and interest of Lessee in the
Boxcars shall terminate; and theréupon SSI may enter
upon any premises where the Boxcars may be located and
take possession of them and thenceforth hold, possess
and enjoy the same free from any right of Lessee. 881
shall nevertheless have the right to recover from Lessec
any and all rental amounts which under the terms of this
Agreement may then be due or which may have accrued to
that date. '

9, Termination

At the expiration or termination of this Agreement
as to any Boxcars, Lessee will surrender possession of such
Boxcars to SSI by delivering the same to SSI. A Boxcar shall’
be no longer subject to this Agrcement upon the removal of
Lessee's railroad markings from the Boxcar and the placing
thereon of such markings as may be designated by SSI, either,
at the option of $SI, (1) by Lessee upon return of such
Boxcars to Lessee's railroad line or (2) by another railroad
line which has physical possession of the Boxcar at the time
of or subsequent to termination of the lease term as to such
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Boxcar. If such Boxcars are not on the railroad line of
Lessec upon termination, any cost of assembling, delivering,
storing and transporting such Boxcars to Lossee's rallroad
line or the railroad line of a subseguent lessce shall be
borne by $5I. If such Boxcars are on the railroad line of
Lessece upon such expiration or termination or are subse-
guently returned to Lessee's railroad line, Lessce shall at
its own expense within five working days remove Lessec's
railroad markings from the Boxcars and place thercon such
markings as may be designated by SSI. After the removal and
replacement of markings, Lessee shall use its best efforts

to load such Boxcars with freight and deliver them to a
connecting carrier for shipment. Lesse¢ shall provide up to
thirty (30) days' free storage on its railroad tracks for SSI
or the subscquent lessee of any terminated Boxcar. If any
Boxcar 1s terminated pursuant to subsections 6C or 6LE or
section 8 prior to the end of its lease term, Lessee shall be
liable to SSI for all costs and expenses incurred by SSI to
repaint the Boxcars and place thereon the markings and nanc
or other insignia of SSI's subseqguent lessee.

10. Indemnitics

8ST will defend, indemnify and hold Lessec harmless
from and against (1) any and all loss or damage of or to the
Boxcars, usual wear and tear excepted, unless occurring while
Lecsee has physical possession of Boxcars and (2) any claim,
cause of action, damage, liability, cost or expense which may
be asserted against Lessee with respect to the Boxcars other
than loss or physical damage (unless occurring through the
fault of Lessec), including without limitation the construc-
tion, purchase and delivery of the Boxcars to Lessee's
railroad line, ownership, leasing or return of the Boxcars,
or as a result of the use, maintenance, repalr, replacement,
operation or the condition thereof (whether defects, if any,
are latent or are discoverable by SSI or Lessee).

11. Representations, Warranties and Covenants

Lessec represents, warrants and covenants that:

(i) Lessce is a corporation duly organized, val-
idly existing and in good standing under the laws of the
state where it 1s incorporated and has the corporate
power, authority and is duly qualificd and authorized to
do business wherever neccessary, to carry out its prescent

e
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businesgs and operations and to own or hold under leacsc
its properties and to perform its obligations under thios
Agreement. :

(11) The entering into and performance of this
Agreement will not violate any judgment, order, law or
regulation applicable to Lessee, or result in any breach
of, or constitute a default under, or recult in the
creation of any lien, charge, security interest or other
encumbrance upon any ascets of Lessee or on the Boxcars
pursuant to any instrument to which Lessee 1s a party or
by which 1t or 1ts assets may be bound.

(111) There is no action or proceeding pendlng or
threatened against Lessee hefore any court or adminis-
trative agency or other governmental body which might
result in any material adverse effect on the bustiness,
properties and assets, or conditions, financial or
otherwise, of Lessec.

(iv) There i1s no fact which Lessee has not dis-
closed to SS1 in writing, nor 1s Lessec a party to any
agrcement or instrument or subject to any charter or
other corporate restriction which, so far az the Lessee
can now reasonably foresee, will individually or in the
aggregate materially adversely affect the business,
condition or any material portion of the properties of
the Lessce or the ability of the lessee to perform its
obligations under this Agreement.

(v) Lecsee has during the years 1964-1968 neither
leased nor purchased any boxcars.

Inspection

S8I shall at anv time during normal business hours

have the right to cnter the premises where the Boxcars may
be located for the purpose of inspecting and examining the
Borxcars to insure Lessee's compliance with its obligations
hercunder. Lessec shall immediately notify SSI of any
accident connected with the malfunctioning or operation of
the Poxcars, including in such report the time, place and
nature of the accident and the damage cauvsed, the names
and addresses of any persons injured and of witnesses, and
other information pertinent to Lecsee's investigation of

the

accident. Lessce shall also notify SSI in writing within

five (5) days after any attachment, tax lien or other judi-



cial process shall attach to any Roxcar. Lessee shall
furnish to 851 promptly upon its becoming available, a copy
of i1ts annual report submitted to the ICC and, when requestad,
copies of any other income or balance sheet statements
required to be submitted to the ICC.

13. HMiscellaneous

A. This Agreement and the Schedules contemplated
hereby shall be binding upon and shall inure to the benefit
of the partier hereto and thelr respective succecsors and
assigns, exccept that Lessee may not without the prior writtor
concent of SSI assian this Agreement or any of 1ts rights
hereunder or subleage the Boxcars to any party, and any pur-
ported assignment or sublease 1n violation hercof shall be
void.

B. DBoth parties agree to execute the documents
contemplated by this transaction and such other documents ac
may be recuired in furtherance of any financing agreement
entered into by SSI in connection with the acquisition of the
Boxcars in order to confirm the financing party's interest

in and to the Boxcars, this Agrcecement and Schedules hereto
and to cenfirm the provisions contained in Section 7 hereof
and in furtherance of this Agrecment.

C. It is expressly understood and agreed by the
parties hercto that this Agreement constitutes a lease of the
Boxcars only and no joint venture or partnership 1s beilng
created. Notwithstanding the calculation of rental payments,
nothiing herein shall be construed as conveyling to Lessee any
right, title or interest in the DRoxcars except ac a lessee
only. :

D. No failure or delay by SSI shall constitute
a waiver or otherwise affect or impailr any right, power or
remedy available toc SSI nor shall any waiver or indulgence by
531 or any partial or single exercise of any right, power ov
remedy preclude any other or further exercise thereof or the
exercise of any other right, power or remedy.

E. This Agreemecnt shall be governcd by and con-
strucd according to the laws of the State of California.

F. All notices hereunder shall be in writing
and chall be deemca given when deliverd personally or when
deposited in the United States mall, postage prepaid, cer-
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tified or regicteroed, addressed to the president of the other
party at the address set forth chove.

IN WITHESS WHEREOI', the parties heicto have exe-
cuted this Agreement as of the date first above written.

SSI RAIL CORP.,

by

Title:

Date:

by

Title:



S ’I'/?‘\ 111 E O F ' )

COUNTY OF )

On this day of , before me person-
ally appeared ; to me personally known,
who being by me duly sworn says that such person is

of.
that the foregoing Lease Agreement was signed on behalf of caid
corporation by authority of its board of dircctors, and such
person acknowledged that the execution of the foregoing instru-
ment was the free act and deed of said corporation.

1 -

-

Notary Public

STATE OF )
) ss.:
COUNTY OF ')
On this day of , before me person-
ally appeared ; to me personally known,

who being by me duly sworn says that such person is

of SSI Rail Corp., that the foregoling
Lease Agrecment was signed on behalf of caid corporation by
authority of its board of dircctors, and such person acknowl-
edyed that the exccution of the forcgoing instrument was tho
free act and decd of such corporation.

Notary Public



SCHEDULE F
TO THE LEASE

SUBLEASE ASSIGNMENT and AGREEMENT dated
as of , 197 (hereinafter called this
Assignment), by and between SSI Rail Corp.,
a Delaware corporation (hereinafter, together
with its successors and assigns, called SSI)
and FIRST SECURITY STATE BANK, not in its indi-
vidual capacity but solely as Owner-Trustee
(hereinafter called the Owner-Trustee).

WHEREAS SSI has entered into a Lease of Railroad
Equipment dated as of June 15, 1977 (hereinafter, together
with any amendments and supplements thereto, called the
Agreement); :

WHEREAS SSI and
(hereinafter called the Lessee) have entered into a Sublease
(as defined in.the Agreement) dated as of r 19,
(hereinafter, together with any amendments and supplements
thereto, called the Lease), providing for the leasing by SSI
to the Lessee of certain Units (as defined in the Agreement);

WHEREAS the Lease may also cover the leasing to
the Lessee of equipment other than Units; and

WHEREAS in order to provide security for the
obligations of SSI under the Agreement and as an inducement
to the party for which First Security State Bank is acting
as Owner-Trustee to pay a portion of the Purchase Price (as
defined in the Agreement) of the Units, SSI agrees to assign
for security purposes its rights in, to and under the Lease
to the Owner-Trustee as and only to the extent that the
Lease relates to Units;

NOW, THEREFORE, in consideration of the payments
to be made and the covenants hereinafter mentioned to be kept
and performed, the parties hereto agree as follows:

1. SSI hereby assigns, transfers and sets over
unto the Owner-Trustee, as collateral security for the payment
and performance of SSI's obligations under the Agreement, all
of S8SI's right, title and interest, powers, privileges and
other benefits under the Lease as and only to the extent that
the Lease relates to Units, including, without limitation,
all rights to receive and collect all rentals, profits and



other sums payable to or receivable by SSI from the Lessee
under or pursuant to the provisions of the Lease to the
extent that the same are payable in respect of Units, whether
as rent, casualty payment, indemnity, liquidated damages or
otherwise (such moneys being hereinafter called the Payments);
provided, however, that until an Event of Default under the
Agreement, or any event which with notice or lapse of time or
both, could constituite such an Event of Default, shall occur,
it is understood that SSI shall be entitled to collect and
receive all such Payments and to make all walivers and agree-
‘"ments, to give all notices, consents and releases, to take

all action upon the happening of an Event of Default specified
in the Lease, and to apply all Payments to which SSI is
entitled to the payment of any and all of SSI's obligations
under the Agreement. In furtherance of the foregoing ‘assign-
ment, but subject to the foregoing provisions of this para-
graph, SSI hereby irrevocably authorizes and empowers

the Owner-Trustee in its own name, or in the name of its
nominee, or in the name of SSI or as its attorney, to ask,
demand, sue for, collect and receive any and all Payments to
which SSI is or may become entitled under the Lease, and to
enforce compliance by the Lessee with all the terms and
provisions thereof. Whenever a Lease covers other equipment
not included as part of the Units and the amount of any
payment due to SSI under such Lease as car hire payments
(including both straight and incentive per diem), mileage
charges or other rental revenues is calculated on an aggregate
basis for all equipment leased thereunder, for the purposes

of this Assignment an amount equal to the Assigned Fraction
(as hereinafter defined) of each such payment shall be deemed
to be payable with respect to the Units leased under such
Lease. The term "Assigned Fraction" as used herein shall
mean a fraction the numerator of which shall be the number of
Units leased under such Lease and the denominator of which
shall be the aggregate number of units of equipment (including
the Units) at the time leased under such Lease.

2. This Assignment is executed only as security
for the obligations of SSI under the Agreement and, therefore,
the execution and delivery of this Assignment shall not
subject the Owner-Trustee to, or transfer, or pass, or in any
way affect or modify, the liability of SSI under the Lease,
it being understood and agreed that notwithstanding this
Assignment or any subsequent assignment, all obligations of
SSI to the Lessee shall be and remain enforceable by the
Lessee, its successors and assigns, against, and only against
SSI or persons other than the Owner-Trustee.



3. To protect the securlty afforded by this Assign-
ment, SSI agrees as follows:

(a) SSI will faithfully abide by, perform and
discharge each and every obligation, covenant and agree-
ment which the Lease provides is to be performed by SSI.

(b) At SSI's sole cost and expense, SSI will appear
in and defend every action or proceeding arising under,
growing out of or in any manner connected with the
obligations, duties or liabilities of SSI under the
Lease.

(c) Should SSI fail to make any payment or to do
any act which this Assignment requires SSI to make or
do, then the Owner-Trustee, but without obligation so to
do, after first making written demand upon SSI and
affording SSI a reasonable period of time within which
to make such payment or do such act, but without releas-
ing SSI from any obligation hereunder, may make or do
the same in such manner and to such extent as the Owner-
Trustee may deem necessary to protect the security
provided hereby, including specifically, without limiting
its general powers, the right to appear in and defend
any action or proceeding purporting to affect the
security hereof and the rights or powers of the Owner-
Trustee, and also the right to perform and discharge.
each and every obligation, covenant and agreement of SSI
contained in the Lease; and in exercising any such
powers, the Owner-Trustee may pay necessary costs and
expenses, employ counsel and incur and pay reasonable
attorneys' fees, and SSI will reimburse the Owner-Trustee
for such costs, expenses and fees.

4. Upon the full discharge and satisfaction of all
of SSI1's obligations under the Agreement and this Assignment,
all rights herein assigned to the Owner-Trustee shall terminate,
and all estate, right, title and 1nterest of the Owner-Trustee
in and to the Lease shall revert to SSI.

5. 88I will, from time to time, do and perform
any other act and will execute, acknowledge, deliver and
file, register, deposit and record (and will refile, rereg-~
ister, rerecord or redeposit whenever required) any and all
further instruments required by law or reasonably requested
by the Owner-Trustee in order to confirm or further assure,
the interests of the Owner-Trustee hereunder.



6. The Owner-Trustee may assign all or any of the
rights assigned to it hereby or arising under the Lease,
including without limitation, the right to receive any
Payments due or to become due. 1In the event of any such
assignment, any such subsequent or successive assignee or
assignees shall, to the extent of such assignment, enjoy all
the rights and privileges and be subject to all the obliga-
tions of the Owner-Trustee hereunder. SSI hereby acknowledges
notice of the fact that the Owner-Trustee concurrently with
the execution of this Assignment is assigning its rights and
interests hereunder to First Security Bank of Utah, National
Association (hereinafter called the Trustee), as security
for the obligations of the Owner-Trustee under an Equipment
Trust Agreement dated as of March 15, 1977, between the
Trustee and the Owner-Trustee,

7. This Assignment shall be governed by the laws
of the State of Utah, but the parties shall be entitled to
all rights conferred by Section 20c of the Interstate Com-
merce Act.

IN WITNESS WHEREOF, the parties hereto have caused
this instrument to be executed in their respective names, by
officers thereunto duly authorized, and their respective
seals to be affixed and duly attested, all as of the date
first above written.

SSI RAIL CORP.,

by

Vice President
[Corporate Seall

Attest:

Secretary



{Seall

Attest:

Authorized Officer

FIRST SECURITY STATE BANK,
not in its individual capacity but
solely as Owner-Trustee,

by

Authorized Officer



STATE OF CALIFORNIA, )
) 8s.:
COUNTY OF SAN FRANCISCO,)

On this day of 19 , before me person-
ally appeared r to me personally known, who,
being by me duly sworn, says that he is a Vice President of
SSI RAIL CORP., that one of the seals affixed to the foregoing
instrument is the corporate seal of said corporation and that
sald instrument was signed and sealed on behalf of said corpo-
ration by authority of its By-laws and he acknowledged that
the execution of the foregoing instrument was the free act
and deed of said corporation.

Notary Public
[Notarial Seal]

My Commission expires

STATE OF UTAH, )
) SS.:
COUNTY OF SALT LAKE,)

On this day of 19 , before me person-
ally appeared , to me personally known,
who, being by me duly sworn, says that he is an Authorized
Officer of FIRST SECURITY STATE BANK, that one of the seals
affixed to the foregoing instrument is the seal of said
bank and that said instrument was signed and sealed on
behalf of said bank 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 bank.

Notary Public
[Notarial Seal]

My Commission expires



ANNEX A
TO SUBLEASE
ASSTIGNMENT

REASSIGNMENT OF SUBLEASE dated as of
;, 197 (hereinafter called

this Agreement), by and between FIRST
SECURITY STATE BANK, not in its individual
capacity but solely as Owner-Trustee (here-
inafter called the Owner-Trustee) and FIRST
SECURITY BANK OF UTAH, National Association,
not in its individual capacity but solely as
Trustee (hereinafter called the Trustee).

WHEREAS SSI Rail Corp. (hereinafter called SSI)

has assigned to the Owner-Trustee certain of its rights and
interests under the Sublease therein described (hereinafter
called the Sublease), pursuant to a Sublease Assignment and
Agreement dated as of the date hereof (hereinafter called the
Assignment) between SSI and the Owner-Trustee, as collateral
security for the performance of the obligations of SSI under
a Lease of Railroad Equipment (hereinafter called the Lease),
dated as of June 15, 1977, between SSI and the Owner-Trustee;
and

WHEREAS in order to provide security for the
obligations of the Owner-Trustee under an Equipment Trust
Agreement (hereinafter called the Equipment Trust Agreement),
dated as of June 15, 1977, between the Trustee and the
Owner-Trustee, and as an inducement to the investors for
which the Trustee is acting as Trustee to purchase Trust
Certificates (as that term is defined in the Equipment Trust
Agreement), the Owner-Trustee agrees to assign for security
purposes its rights in, to and under the Assignment to
the Trustee;

NOW, THEREFORE, in consideration of the payments
to be made and the covenants hereinafter mentioned to be kept
and performed, the parties hereto agree as follows:

1. The Owner-Trustee hereby assigns, transfers and
sets over unto the Trustee, as collateral security for the
payment and performance of the Owner-Trustee's obligations
under the Equipment Trust Agreement, all of the Owner-Trustee's
right, title and interest, powers, privileges and other
benefits under the Assignment including, without limitation,
all rights to receive and collect all rentals, profits and
other sums payable to or receivable by the Owner-Trustee
under the Sublease pursuant to the provisions of the Assign-



ment, whether as rent, casualty payment, indemnity, liqui-
dated damages or otherwise (such moneys being hereinafter
called the Payments); provided, however, that until an Event
of Default under the Equipment Trust Agreement, or any event
which with notice or lapse of time or both, could constitute
such an Event of Default, shall occur, it is understood that
the Owner-Trustee shall be entitled to collect and receive
all such Payments and 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 specified in the
Sublease, and to apply all Payments to which the Owner-Trustee
is entitled under the Assignment to the payment of any and
all of the Owner-Trustee's obligations under the Equipment
Trust Agreement. In furtherance of the foregoing assignment,
but subject to the foregoing provisions of this paragraph,
the Owner-Trustee hereby irrevocably authorizes and empowers
the Trustee in its own name, or in the name of its nominee,
or in the name of the Owner-Trustee or as its attorney, to
ask, demand, sue for, collect and receive any and all Pay-
ments to which the Owner-Trustee is or may become entitled
under the Assignment, and to enforce compliance by SSI with
all the terms and provisions thereof.

2., To protect the security afforded by this Agree-
ment, the Owner-Trustee agrees that, should the Owner-Trustee
fail to make any payment or to do any act which this Agreement
requires the Owner-Trustee to make or do, then the Trustee,
but without obligation so to do, after first making written
demand upon the Owner-Trustee and affording the Owner-Trustee
a reasonable period of time within which to make such payment
or do such act, but without releasing the Owner-Trustee from
any obligation hereunder, may make or do the same in such
manner and to such extent as the Trustee may deem necessary
to protect the security provided hereby, including specific-
ally, without limiting its general powers, the right to
appear in and defend any action or proceeding purporting to
affect the security hereof and the rights or powers of the
Trustee; and in exercising any such powers, the Trustee may
pay necessary costs and expenses, employ counsel and incur
and pay reasonable attorneys' fees, and the Owner-Trustee
will reimburse the Trustee for such costs, expenses and fees.

3. Upon the full discharge and satisfaction of all
of the Owner-Trustee's obligations under the Equipment Trust
Agreement and this Agreement, all rights herein assigned to
the Trustee shall terminate, and all estate, right, title and



interest of the Trustee in and to the AsSignment shall revert
to the Owner-Trustee.

4. The Owner-Trustee will, from time to time, do
and perform any other act and will execute, acknowledge,
deliver and file, register, deposit and record (and will
refile, reregister, rerecord or redeposit whenever required)
any and all further instruments required by law or reasonably
requested by the Trustee in order to confirm or further
assure, the interests of the Trustee hereunder.

5. If an Event of Default shall occur and be
continuing under the Equipment Trust Agreement, the Trustee
may assign all or any of the rights assigned to it hereby or
arising under the Sublease and the Assignment, including
without limitation, the right to receive any Payments due or
to become due. In the event of any such assignment, any such
subsequent or successive assignee or assignees shall, to the
extent of such assignment, enjoy all the rights and privileges
and be subject to all the obligations of the Trustee hereunder.
The Trustee will give written notice to SSI, the Owner-Trustee
and the lessee under the Sublease of any such assignment.

6. This Agreement shall be governed by the laws of
the State of Utah, but the parties hereto shall be entitled
to all rights conferred by Section 20c of the Interstate
Commerce Act.

IN WITNESS WHEREOF, the parties hereto have caused
this instrument to be executed in their respective names, by
officers thereunto duly authorized, and their respective seals
to be affixed and duly attested, all as of the date first
above written.

FIRST SECURITY STATE BANK,
not in its individual capacity
but solely as Owner-Trustee,

by

Authorized Officer
[Seal]

Attest:

Authorized Officer



{Seal]

Attest:

Authorized Officer

FIRST SECURITY BANK OF UTAH,
National Association, not in its
individual capacity but solely as
Trustee,

by

Authorized Officer



STATE OF UTAH, )

) SS.: -
COUNTY OF SALT LAKE, )
On this day of 19 , before me person-
ally appeared  to me personally known,

who, being by me duly sworn, says that he is an Authorized
Officer of FIRST SECURITY STATE BANK, that one of the seals
affixed to the foregoing instrument is the seal of said bank
and that said instrument was signed and sealed on behalf of
said bank 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 bank.

Notary Public
[Notarial Seal]

My Commission expires

STATE OF UTAH, )
) ss.:
COUNTY OF SALT LAKE,)

On this day of 19 , before me person-
ally appeared r to me personally known,
who, being by me duly sworn, says that he is an Authorized
Officer of FIRST SECURITY BANK OF UTAH, National Association,
a national banking association, that one of the seals affixed
to the foregoing instrument is the seal of said national
banking association and that said instrument was signed and
sealed on behalf of said national banking association
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 national banking association.

Notary Public
[Notarial Seal]

My Commission expires



