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Lease Financing Dated as of January 1, 1981 -
14% Conditional Sale Indebtedness Due 2001 k = )Y

[CS&M Ref. 2044-090] - = N
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Dear Ms. Mergenovich: iy = :
i 5082 3 <

Pursuant to 49 U.S.C. § 11303(a) I enclose®* = =

herewith on behalf of The Dow Chemical Company, for g:.llrs

(1) (a) Conditional Sale Agreement dated as
of January 1, 1981, between Security Pacific Equipment
Leasing, Inc., and each of ACF Industries, Incorporated
("ACF"), General American Transportation Corporation
("GATX") and Richmond Tank Car Company ("Richmond"); and
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(b) Agreement and Assignment dated as of
January 1, 1981, between each of ACF Industries, Incor-
porated, General American Transportation Corporation and
Richmond Tank Car Company and Mercantile~Safe Deposit

and Trust Company.

(2) (a) Lease of Railroad Equipment dated as of
January 1, 1981, between The Dow Chemical Company and
Security Pacific Equipment Leasing, Inc.; and



(b) Assignment of Lease and Agreement dated as of
- January 1, 1981, between Security Pacific Equipment
Leasing, Inc., and Mercantile-Safe Deposit and Trust
Company.

The addresses of the parties to the aforementioned
agreements are:

Lessor-Vendee:

Security Pacific Equipment Leasing, Inc.,
One Embarcadero Center,
San Francisco, California 94111.

Builder-Vendor:

ACF Industries, Incorporated,
750 Third Avenue,
New York, N. ¥. 10017

General American Transportation Corporation,
120 South Riverside Plaza,
Chicago, Illinois 60606.

Richmond Tank Car Company,

1700 West Loop South, (Suite 15080)
Houston, Texas 77027.

Lessee:

The Dow Chemical Company,

2020 Dow Center,

Midland, Michigan 48640.

Agent-Vendor-Assignee:

Mercantile-Safe Deposit and Trust Company,
Two Hopkins Plaza,
Baltimore, Maryland 21203,

The equipment covered by the aforementioned agreements
appears in Exhibit A attached hereto and also bearing the legend
"Ownership Subject to a Security Agreement Filed with the Inter-
state Commerce Commission."



Enclosed is our check for $100 for the required
recordation fee. Please accept for recordation one counter-
part of each of the enclosed agreements, stamp the remaining
counterparts with your recordation number and return them
to the delivering messenger along with your fee receipt
addressed to the undersigned.

Very Aruly,y S,

7%

William P. ers, Jr.,
As Agent for
The Dow Chemical Company

Agatha Mergenovich, Secretary,
Interstate Commerce Commission,
Washington, D. C. 20423

Encls.
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Fnterstate Conmeree Commmission
Sashington, B.C. 20423

OFFICE OF THE SECRETARY

William P. Rogers, Jr.
Cravath, Swaine & Moore
One Chase Manhattan Plaza
New York, New York 10005

Dear o4 rat

The enclosed document {8) was recorded pursuant to the provi-
sions of Section 11303 of the Interstate Commerce Act, 49 U.S.C.
11303, on 2/4/81 &t 105 00AM , and assigned re-
recordation number (s). 12864, 12864-A, 12864-B, & 12864~C

Sincerely yours,

//".‘ 014/ X’ ).:’.’4 L’q(,._(z,z:-/\j

Agatha L. Mergetiovich
Secretary

Enclosure(s)

SE-30
(7/79)



[CS&M Ref: 20C44-Ut0]

LEASE OF RAILROAD EQUIPMENT

Dated as of January 1, 1981

Between

THE DOW CHEMICAL COMPANY,
Lessee,

And

SECURITY PACIFIC EQUIPMENT LEASING, INC.,
Lessor.

’

The rights and interests of the Lessor under this Lease are
sukbject to a security interest in favor of Mercantile-Safe
Deposit and Trust Company, as Agent for certain institu-

tional investors. The original of this Lease is held by
said Agent.
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LEASE OF RAILROAD EQUIPMENT aated as of
January 1, 1981, between THE DOW CHEmMICAL
COMPANY, a Delaware corporation (the "Les-
see"), and SECURITY PACIFIC EQUIPMENT
LEASING, INC., a Delaware corporation (the
"Lessor"}.

The Lessor is entering into a Conditional Sale
Agreement dated as of the date hereof (the "CSA") with ACF
INDUSTRIES, INCORPORATED, a New Jersey corporation,
GENERAL AMERICAN TRANSPORTATION CORPORATION, a New York
corporation, and RICHMOND TANK CAR COMPANY, a Delaware
corporation (the "Builders"), by which the Builders have
agreed to manufacture, sell and deliver to the Lessor the
units of railroad equipment described in Schedule A hereto
(the "Equipment").

The Builders are assigning their respective
interests in the Security Documentation to Mercantile-Safe
Deposit and Trust Company, a Marylana banking corporation,
acting as agent (together with its successors and assigns
the "Vendor") under a Participation Agreement dated as of
the date hereof (the "Participation Agreement") with the
Lessee, the Lessor and the parties named in Schedule A
thereto (the "Investors").

The Lessee desires to lease such number of units
of the Equipment as are delivered and accepted under the
CSA (the "Units™) at the rentals and for the terms and upon
the conditions hereinafter provided.

The Lessor will assign this Lease for security
to the Vendor pursuant to an Assignment of Lease and
Agreement (the "Lease Assignment™) and the Lessee will
consent to the Lease Assignment pursuant to a Lessee's
Consent and Agreement (the "Consent").

The Lessee will indemnify the Lessor against
certain losses, liabilities and expenses pursuant to an
indemnity agreement (the "Indemnity Agreement") substan-
tially in the form of Exhibit C to the Participation
Agreement.

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

§ 1. Net Lease. This Lease is a net lease, and
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, present or future
claims of the Lessee against the Lessor under this Lease or
under the CSA, or against any Builder or the Vendor or
otherwise; nor, except as otherwise expressly provided
herein, shall this Lease terminate, or the respective
obligations of the Lessor or the Lessee be otherwise
affected, by reason of any defect in or damage to or loss
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 unenforce-
ability or lack of due authorization of this Lease, any
insolvency of or any bankruptcy, reorganization or similar
proceeding against the Lessee, or for any other cause
wnether 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 payvable 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 accor-
dance 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 Lessor for any reason whatsoever.

§ 2. Delivery and Acceptance of Units. The
Lessor hereby appoints the Lessee its agent for inspec-
tion and acceptance of the Units pursuant to the CSA.
The Lessor will cause each Unit to be delivered to the
Lessee at the point or points within the United States of
America at which such Unit is delivered to the Lessor under
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the CSA. Upon such cGelivery, the Lessee will cause an
emplovee of cthe Lessee to inspect the same, and if suchn
Unit is found to be acceptable, to accept aelivery of such
Unit, and tne Lessee shall execute and deliver to the
Lessor a certificate of acceptance (the "Certificate of
Acceptance"), in accordance witn the provisions of Article
3 of the CSA, stating that such Unit has ceen inspected and
accepted on behalf of the Lessee and the Lessor on the cate
of such Certificate of Acceptance and is marked in accor-
dance with § 5 hereof, whereupon, except as provided

in the next sentence hereof, such Unit shall be deemed to
have been delivered to and accepted by the Lessee and shall
be subject thereafter to all the terms and conaitions of
this Lease. The delivery, inspection and acceptance
hereunder of any unit of Equipment excluded from the CSA
pursuant to the first paragraph of Article 4 thereof shall
pe null and void anéd ineffective to subject sucn unit to
tuils Lease., Tne inspection and acceptance by the Lessee ot
any Unit shall not in any way release any rights which the
Lessee may have against the Builder thereof under any
warranty relating to such Unit.

§ 3. Rentals. The Lessee agrees to pay to the
Lessor, as rental for each Unit subject to this Lease, 40
consecutive semiannual payments payable on January 1 and
July 1 of each year, commencing on January 1, 1982, to and
including July 1, 2001. The 40 semiannual rental payments
shall be each in an amount equal to the Semi-Annual Lease
Factor (as hereinafter defined) of the Purchase Price (as
defined in the CSA) of each Unit then subject to this
Lease. As used herein the term "Semi-Annual Lease Factor"
means (a) with respect to each of the first 20 semiannual
rental payments, 5.250338% and (b) with respect to the
last 20 semiannual rental payments, 6.417079% of the
Purchase Price of each Unit then subject to this Lease.
The Lessee acknowledges that the semiannual rentals,
Casualty Values and Termination Values have been computed
without taking into account the costs and expenses tnat the
Lessor is obligated to pay pursuant to clause (ii) of
Paragraph 11 of the Participation Agreement, and any
Investment Deficiency paid pursuant to the third paragraph
of Paragraph 2 of the Participation Agreement ana any
payments paid by the Lessor pursuant to the clause (b) of
tne first paragraph ana in clause (a) of the last paragraph
of Paragraph 8 of the Participation Agreement and any
payments to the Lessor pursuant to the last sentence of the
second paragrarh of said Paragraph §. At such time
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as the full amount of such costs, expenses and payments are
Xnown to tne Lessor, the Lessee ayrees that semiannual
rentals, Casualty Values and Termination Values snall be
adjusted as may be necessary in the reasonable opinion of
the Lessor so that thne semiannual rentals, Casualty Values
and Termination Values payable by the Lessee hereunder
shall be sufficient to maintain the Lessor's after tax
return on, and rate of recovery of, investment and total
cash flows (computed on the same assumptions as utilized by
the Lessor in originally evaluating this Lease) at the same
level tnat would have been available to the Lessor before
taking such costs, expenses and payments into account and
sO that the Lessor receives such costs, expenses and
payments over the remaining original term of this Lease .,
with interest at the rate of 14% per annum.

Netwithstanding anything to the contrary set
fortn nerein, the rentals, the Casualty Values (set tforth
in Schedule B hereto) and tne Termination Values (set forth

in Schecule C nereto) shall at all times be sutficient to
satisfy the obligations of the Lessor under the Cta.

If any of the rental payment dates refcrred to
above is not a business day the semiannual rental payment
otherwlise payable on such date shall be payable on the next
succeeding ousiness day. The term "business day" as used
herein means a calendar day, excluding Saturdays, Sundays and
any otner day on which banking institutions in nNew York, Kew
York, San Francisco, California, Chicago, Illinois, or
Baltimore, Maryland, are authorized or obligated to remain
closea.

The Lessor irrevocably instructs the Lessee to
make all the payments provided for in this Lease, includ-
ing, but not limited to, the payments provided for in this
§ 3 ana in § 7 hereof, at the principal office of the
Vendor, for the account of the Lessor in care of the
Vendor, with instructions to the Vendor first, to agpply
such rayments to satisfy the obligations of the Lessor
under the CSA, and second, so long as no event of default
or event which with the lapse of time and/or demand pro-
vided for in tne CSA would constitute an event of default
under the CSA shall have occurred and be continuing, to pay
any balance promptly to the Lessor at such place as the
Lessor shall specify in writing. The Lessee agrees
to make each payment provided for herein as contemplated by
this paragraph in immediately available funds to the Vendor
by 11:00 a.m., Vendor's time, on the date such payment is
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cue,

All amounts earnea 1n respect of the Jnits
(including, without limitation, mileage charges) auring the
term of tinis Lease shall oelony to the Lessee anda, 1f
received by the Lesscr, shall be promptly turned over to
the Lessee so long as no Default exists hereunder.

§ 4. Term of Lease. The term of this Lease as
to each Unit shall begin on the date of aelivery ana
acceptance of such Unit hereunder and, subject to the
provisions of §y 7, 1lU and 13 hereof, shall terminate on
tne uate on wnich cthe final payment of rent in respect
thereof is cue pursuant to § 3 nereof. The obligations of
tne Lessee hereunder {including, out not limited to, the
otligations under §§ 6, 7, 9 and ld4 nereof) shall survive
tr.e expiration of the term of this Lease.

Notwithstanding anything to the contrary con-
tained nerein, all rights and obligations of the Lessee
under this Lease and in and to the Units are subject to the
rights of the Vendor under the CSA. If an event of default
saould cccur under the CSa, the Vendor may terminate this
Lease or rescina its terms, all as provided therelin;
provided, however, that so long as (i) no Event of Default
exists hereunaer, (ii) the Lessee is complying with the
grovisions of the Consent and (iii) the Vendor is entitlea
to apply the Payments (as definea in tne Lease Assignment)
in accordance witn the Lease Assignment, this Lease may not
be terminated and the Lessee shall be entitled to the
rights of possession, use and assignment under § 12 hereof.

§ 5. Identification Marks. The Lessee will
cause each Unit to be kept numbered with the road number
set forth in Schedule A hereto, or in the case of auy Unit
not tnere listed, such road number as shall pe set fortnh in
any amendment or supplement hereto extending this Lease to
cover such Unit, and will keep and maintain, plainly,
distinctly, permanently and conspicuously marked on each
side of eacn CUnit, in letters not less than one-halr incn
in heignt, the words "Ownership subject to a Security
Agreement Filed witnh the Interstate Commerce Commission" or
other appropriate words designated by the Vendor, with
aporopriate cnanges thereof and adaitions thereto as from
time to time may be required by law in order to protect the
Lessor's and Vendor's title to and interest in suci Unit
and the rights cf tne Lessor under this Lease and of tne
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rights of the Vendor under the CSa. The Lessee will not
place any such Unit in operation or exercise any control
or aominlon over the same until such woras shall nave been
so marked and will replace promptly any such markings
which may be removed, obliterated, defaced or destroyec.
The Lessee will not change the road number of any Unit
unless and until (i) a statement of new number cr numbers
to be substituted therefor shall have been filea with
the Vendor and the Lessor and duly filed, recordea and
deposited by the Lessee in all public offices where this
Lease and the CSA shall have been filed, recorded and
deposited and (ii) the Lessee shall have furnished the
Vendor and the Lessor an opinion of counsel to such effect.
The Units may be lettered with the names or initials or
other insignia customarily used by the Lessee or its
affiliates or any permitted sublessee; but the Lessee will
not allow the name of any other person, assocliation or
corporation to be placed on any Unit as a designation that
might be interpreted as a claim of ownership.

§ 6. Taxes. &All payments to be made by the
Lessee hereunder will be free of expense to the Lessor
for collection or other charges and will be free of expense
to the Lessor with respect to the amount of any local,
state, Federal or foreign taxes (other than any state
franchise taxes and United States Federal net income tax
navable by the Lessor in consequence of the receipt of
payments provided for herein and other than the aggregate
Oof all state or local taxes measured by net income based on
such receipts, except any such tax which is in substitution
for or relieves the Lessee from the payment of taxes whicn
it would otherwise be obligated to pay or reimburse as
herein provided) or license fees, assessments, charges,
fines or penalties (all such expenses, taxes, license fees,
assessments, charges, fines and penalties being hereinafter
called "Impositions") hereafter levied or imposed upon or
in connection with or measured by this Lease or any sale,
rental, use, payment, shipment, delivery or transfer of
title under the terms hereof or the CSa, all of which
Impositions the Lessee assumes and agrees to pay before
they become delinquent in addition to the payments to be
macde by 1t provided for herein. The Lessee will also pay
vefore they become delinquent all Impositions which may pe
imposed upon any Unit or for the use or operation thereof
(except as provided above) or upon the earnings arising
therefrom (except as provided above) or upon the Lessor
solely by reason of its ownership thereof and will keep
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tires all and every part of such Unit free anu clear
Inpositions wnich might in any way affect the title
e Lessor or result in & lien upgon any sucn Unit;
ovidec, however, that the Lessee siiall not ve unader any
obligacion to pay any Impositions of any Kind so long as 1t
is contesting in good faita and by appropriate legal or
administrative proceecings such Impositions anc¢ the nonpay-
ment thereof does not, in the reasonable opinion cf the
Lessor, adversely affect the title, property or rights of
the Lessor hereunder or tne Lessor or the Vendor under the
C3A. The Lessee agrees to give tne Lessor notice ¢of such
contest within 30 days after institution thereof, and
tnhe Lessor agrees to provide such information as may be
reasonably regquested by the Lessee 1n furtherance of such
contest., If any Impositions shall have been charged or
levied against the Lessor directly ana paid by the Lessor,
the Lessee snall reimburse the Lessor on presentation of an
involce therefor; provided, however, tnat the Lessor shall
have given the Lessee wrltten notice of such Imposition
prior to such payment,
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In the event that the Lessor shall become obli-
gated to make any payment pursuant to Articie 6 of the CSA
to any Builder or tne Vendor or otnerwlse pursuant to any
correlative provision of tne CSA, the Lessee snall pay such
aaditional amounts (which shall also be deemed Impositions
nereunder) to the Lessor as will enable tne Lessor to
fulfill completely its obligations pursuant to said provi-
sion.

In the event any reports with regard to Imposi-
tions are required to be made, the Lessee will, where
permitted so to do under agpplicable rules or regulations,
make and timely file such reports in such manner as to show
the interest of the Lessor and the Venador as shall be
reasonably satisfactory to tne Lessor and the Vendor or,
where not so permitted, will notify the Lessor and the
Vendcr of such requirement and will prepare anda deliver
such reports to the Lessor and the Vendor within a reason-
acle time prior to the time sucn reports are to be filed in
such manner as shall be satisfactory to the Lessor ana the
Vendor,

In the event that, during the continuance of this
Lease, the Lessee becomes liable for the payment or reim-
oursement of any Imposition, pursuant to this § 6, sucn
liability shall continue, notwithstanding the expiration of
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tnis Lease, until all such Impositions are paid or reim-
bursed by the Lessee.

To the extent the Lessee may be prohibited by
law from performing in its own name the duties required by
tnis § 6, the Lessor hereby authorizes the Lessee to act in
the Lessor's own name and on the Lessor's behalf to perform
such duties (but only with counsel reasonably satisfactory
to the Lessor); provided, however, that the Lessee snall
indemnify and hold the Lessor harmless from and against any
and all claims, costs, expenses, damages, losses and
liabilities incurred in connection therewith as a result
of, or incident to, any action by the Lessee pursuant to
this authorization.

The Lessee shall, whenever reasonably requested
cy the Lessor, submit to the Lessor copies of returns,
statements, reports, billings and remittances, or furnish
other evidence satisfactory to the Lessor of the Lessee's
rerformance of its duties under this § 6. The Lessee shall
also furnish promptly upon request such data as tne Lessor
may reasonably require to permit the Lessor's compliance
with the requirements of taxing jurisdictions.

§ 7. Maintenance, Casualty Occurrences, Insur-
ance and Termination. (a) The Lessee agrees that, at its
own cost and expense, it will maintain and keep each Unit
which is subject to this Lease in good operating order,
repair and condition.

({b) In the event that any Unit shall be or
oecome worn out, lost, stolen, destroyed, or irreparably
damaged, from any cause whatsoever, returned to the Builder
pursuant to the patent indemnity provisions of the CSA, or
taken or requisitioned by condemnation or otherwise result-
ing in loss of possession by the Lessee for a period of 90
consecutive days, except requisition for use by the Unitea
States Government (any such occurrence being hereinafter
called a "Casualty Occurrence"), prior to the return of
such Unit in the manner set forth in § 14 hereof, the
Lessee shall promptly and fully notify the Lessor and the
Vendor with respect thereto. On the rental payment date
next succeeding such notice (the "Casualty Date"), the
Lessee shall pay to the Lessor an amount egual to the
rental payment or payments in respect of such Unit due and
payable on such date plus a sum equal to the Casualty Value
(as defined in the next paragraph) of such Unit as of the
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cate cf such pavment in accordance with the schedule
raferred to below. Uoon the making of such paynent by the
LLessee in respect of any Unit, the rental for sucn Unit
shall cease to accrue, the term of this Lease as to such
Urit shall terminate and (excent in the case of the loss,
theft, complete destruction or return to the Builder of
such Unit) the Lessor shall be entitled to recover posses-
sion of such Unit. The Lessor hereby appoints the Lessee
its agent to dispose of any Unit suffering a Casuvalty
Occurrence or any component thereof, at the best price
obtainable under the circumstances on an "as is, where

is"™ basis. Provided that the Lessee has previously paid
the Casualty Value to the Lessor, the Lessee shall be
entitled to the proceeds of such sale (after deduction of
all selling costs) to the extent they do not exceed the
Casualtv Value of such Unit, and shall pay any excess to
the Lessor. The Lessee shall be entitled to credit against
the Casualty Value vpayable in respect of any Unit returned
to the Builder opursuant to the patent indemnity provisions
of the CSA in an amount equal to any payment made by the
Builder to the Lessor in respect thereof under the CSA.

The Casualty Value of each Unit as of the payment
date on which payment is to be made as aforesaid shall be
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 Occur-
rence after termination of this Lease and before such Unit
shall have been returned in the manner provided in § 14
hereof, the Lessee shall promptly and fully notify the
Lessor with respect thereto and pay to the Lessor an amount
equal to the Casualty Value of such Unit, which shall be an
amount equal to 55.72901% of the Purchase Price of such
Unit, or, in the case of Units suffering a Casualty Occur-
rence after termination of a renewal term {(as provided
in § 13 hereof), such other percentage of the Purchase
Price as shall be agreed.

(c) In the event of the requisition for use by
the United States Government (the "Government”) of any Unit
during the term of this Lease or anv renewal thereof all
the Lessee's obligations under this Lease with respect to
such Unit shall continue to the same extent as if such
reguisition had not occurred, except that if such Unit is
returned by the Government at any time after the end of the
term of this Lease or any renewal thereof, the Lessee shall
be obligated to return such Unit to the Lessor pursuant to
§ 11 or 14 hereof, as the case may be, promptly upon such
return by the Government rather than at the end of the term
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of this Lease or any renewal thereof, but the Lessee shall
in &ll other respects comply with the provisions of said

§ 11 or 14, as the case may be, with respect to such Unit.
All payments received by the Lessor or the Lessee from the
Government for the use of such Unit during the term of this
Lease or any renewal thereof shall be paid over to, or
retained by, the Lessee provided no Event of Default (or
other event which after notice or lapse of time or both
would become an Event of Default) snall have occurred and
be continuing; and all payments received by tne Lessor or
the Lessee from the Government for the use of such Unit
after the term of this Lease or any renewal thereof, shall
be paild over to, or retained by, the Lessor.

(d) Except as hereinaoove in this § 7 provideg,
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 from and after delivery and
acceptance thereof by the Lessee hereunder.

From the time any Unit is accepted by tne Lessee
to the end of the term of this Lease, Lessee shall:

(1) at its option, either provide insurance
coverage for, or self assume, in whole or in part, the
risks of actual or constructive loss or damage to one or
more of the Units up to the Casualty Value thereof, ana

(ii) provide adegquate public liability insurance
(in limits of at least $50,000,000) for personal
injuries, death, or property damage resulting from the
ownership, maintenance, use or operation of the
Units.

Each of the insurance policies providing said
coverage shall:

(i) name the Lessor and the Vendor as aaditional
insureds as their respective interests may appear;

(ii) as between Lessee and Lessor and Vendor all
such insurance shall be primary insurance and not
excess over any other coverage which Lessor or Vendor,
or both, may have; provided, however, that nothing
herein shall be deemed to require Lessee's insurance
carriers to provide coverage for, or otherwise indem-
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nify Lessor or Vendor for, any losses causea respec-
tively by Lessor's or Vendor's own actions or negli-
gence; and

{iii) provide that the policy may not be canceled
or materially alterea without 30 days' prior written
notice to the Lessor and the Vendor.

The Lessee shall provide the Lessor and the
Vendor with a certificate or certificates evidencing the
aforesaid coverage prior to thne first Closing Date (as
definea in the CSa).

In tne event of failure on the part of the Lessee
to provide and furnish any of the aforesaid insurance, the
Lessor or the Vendor, upon notice to the Lessee, may, but
shall not be obligated to, procure such insurance and the
Lessee snall, upon demand, reimburse tne Lessor and the
Vencor for all expenditures made by the Lessor or thne
Venaor for such insurance, together with interest tnereon
conputed at the maximum rate of interest permitted by law,
but no more than 15% per annum, from the date of the
Vendor's or the Assignee's payment until reimbursed by the
Lessee.

(e} If the Lessor shall receive any insurance
proceeds from insurance maintained by the Lessee pursuant
hereto or condemnation payments in respect of a Unit
suffering a Casualty Occurrence, the Lessor shall, subject
to the Lessee having made payment of the Casualty Value
in respect of such Unit, pay such proceeds or condemnation
cayments to the Lessee up to an amount egual to the Casu-
alty Value paid by the Lessee, and any balance of such
proceeds or condemnation payments shall remain the property
of the Lessor. All insurance proceeds received by tne
Lessor in respect of any Unit not suftering a Casualty
Occurrence shall be paid to the Lessee upon Lessee's
notification to the Lessor that any damage to such Unit in
respect of whicn such proceeds were paid has been fully
repaired.

(f) In the event that tne Lessee shall, in its
reasonable judgment, determine that any Group (as herein-
after defined) of Units has. become surplus to its need or
obsolete in the Lessee's business, the Lessee shall have
the right, at its option and on at least $0 days' prior
written notice to the Lessor, to terminate (herein called
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either a "Surplus Termination" or an "CObsolescence Termina-
tion" as the case may be) this Lease as to such Group as cf
any succeeding rent payment date specifieda in such notice
(the "Termination Date"); provided, however, that (i) tne
Termination Date shall not be earlier than January 1,
199z, (ii) no Event of Default or other event which atter
the lapse of time or notice or both would become an Event
of Default shall have occurred and be continuing and

(iii) on the Termination Date each Unit in such Group shall
be in the same condition as if being redelivered pursuant
to § 14 hereof. For this purpose, the term "Group of
Units" shall mean all Units with the same Builder's Spe-
cifications (as set forth in Schedule A hereto) subject to
this Lease at the Termination Date.

During the period from the 30th day after thne
giving of such notice until tne fifth business day preced-
ing the Termination Date, the Lessee shall use its best
efforts to obtain bids for the purchase of all Units in
such Group, and the Lessee shall at least five business
days prior to such Termination Date certify to the Lessor
the amount of each such bid and the name and address of thne
party (which shall not be a corporation or individual
affiliated with the Lessee or any party from whom the
Lessee or any such affiliate intends thereafter to lease
such Unit) submitting such bid. On the Termination Date
the Lessor shall sell all Units in such Group for cash to
the bidder who shall have supmitted the highest bid prior
to the Termination Date. The total sale price realized at
each such sale shall be applied to the prepayment of the
CSA Indebtedness in accordance with Article 7 of the CSA
and any balance shall be retained by the Lessor.

On such Termination Date, the Lessee shall pay
to the Lessor (i) the excess, if any, of the Termination
Value for each such Unit computed as of sucn date over tne
sale price of sucn Unit after the deduction of all expen-
ses incurred by the Lessor in connection with such sale,
(ii) the rental payment due on such Termination Date and
(iii) in the case of a Surplus Termination, an amount equal
to the prepayment premium, if any, payable pursuant to
Article 7 of the CSA on such date in respect of the CSa
Indebtedness to be prepaid by the Lessor on such date. Thne
Termination Value of each such Unit as of the payment dGate
on which payment is to be made snall be that percentage of
the Purchase Price of such Unit as is set forth in Schedule
C hereto opposite such date. In no event shall the aggre-
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gate amount retained oy the Lessor and received by tne
Lessor as aforesaid oe less than tn2 Termination Value (as

agefined in tne CSa) as of sucnh date.

If no sale shall occur on the date scheaulea
therefor as proviaed above, this Lease shall continue in
full force and effect witnout change unless and until the
Lessee pays to the Lessor tne Termination Value of eacn
Unit subject to the Termination and returns each such Unit
to the Lessor pursuant to § 14 hereof; provided, however,
that this Lease shall not terminate as to any such Unit
anless the CSA Indebtedness in respect of such Unit is
prepaid on the Termination Date pursuant to Article 7 of
tne CSA.

In the event of any such sale and the receipt
by the Lessor of the amounts above described, the obliga-
tion ¢f the Lessee to pay rent pursuant to § 3 hereocf in
respect of such Unit on each rental payment date shall
continue to and including the Termination Date but shall
then terminate. The Lessor shall be under no duty to
solicit bids, to inquire into the eftorts of the Lessee to
obtain bids or otherwise to take any action or incur any
cost or expense in connection with any sale other than to
transfer or to cause to be transferred all the Lessor's
right, title and interest in and to such Unit to the
purchaser named in the highest bid certified by the Lessee
to the Lessor as above provided. Any such sale snalli be
free and clear of all the Lessee's rights to sucn uUnit, out
otherwise shall be made without warranties other than
against the Lessor's acts.

If the Lessee shall exercise its option to ter-
minate as to any Unit, the Lessor may, notwitnstanding such
election by the Lessee, by written notice to the Lessee
given 90 aays after the termination notice is given to the
Lessor, elect to retain such Unit, in which case the
Lessee shall not be obligated to pay the Termination Value
to the Lessor; prcvided, however, that this Lease shall not
terminate as to such Unit unless the CSA Inaebtedness in
respect of such Unit is prepaid on the Termination Date
gursuant to Article 7 of the CSA. In the event the Lessor
shall so elect to retain such Unit, the Lessee shall
deliver such Unit to the Lessor in accordance with the
provisions of § 14 nereof.

§ 8. Reports. On or before April 30 in each
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yvear, comrencing with the calendar year 1982, the Lessee
will furrish to the Lessor and the Vendor an accurate
statement (a) setting forth as at the preceding Cecember 31
the arocunt, description and numbers of all Units then

leased hereunder and covered by the CSA, the amount,
description and numbers of all Units that have suffered a
Casualty Occurrence during the preceding calendar year or
are then undergoing repairs (other than running repairs) or
then withdrawn from use pending such repairs (other than
running repairs) and such other information regarding the
condition and state of repair of the Units as the Lessor or
the Vendor may reasonably request and (b) stating that, in
the case of all Units repainted or repaired during the
Period covered by such statement, the numbers and markinas
reaguired by § 5 hereof and by the CSA have been preserved

or replaced. 1In furnishing the portion of any such state-
ment referred to in (a) above, the Lessee may, to the extent
reasonably appropriate, incorporate information by reference
to another document; provided, however, that a copy of any
incorporated document (or relevant portions thereof) shall
also be furnished to the Lessor and the Vendor with any such
statement. The Lessor, at its sole cost ané expense, and
subject to Lessee's applicable secrecy, safety and security
regulations for the property involved, shall have the right
by its agents, to inspect the Units and the Lessee's records
with respect to matters reasonably related hereto at such
reasonable times as the Lessor may request during the contin-
uance of this Lease.

§ 9. Disclaimer of Warranties; Compliance
with Laws and Rules; Indemnification. THE LESSOR MAKES MNO
WARRANTY OR REPRESENTATION, EITHER EXPEESS OR IMPLIED, AS
TO THE DESIGMN OR CONDITION OF, OR AS TO THE CUALITY OF THE
MATERIAL, EQUIPMENT OR WORKMANSHIP IN, THE UNITS DELIVERED
TO THE LESSEE HEREUNDER, AND THE LESSOR MAKES NG WARRANTY
OF MERCHANTABILITY OR FITNESS OF THE UNITS FOR ANY PARTICU-
LAP. PURPOSE OR AS TO TITLE TO THE UNITS OR ANY COMPONENT
THEREOF, OR ANY OTHER REPRESENTATION OR WARRANTY, EXPRESE
Ck IMPLIED, WITH RESPECT TO ANY UNIT, EITHER UPON DELIVERY
TEEREOF TO THE LESSEE OR OTHERWISE, it being agreed that
all such risks, as between the Lessor and the Lessee,
are to be borne by the Lessee; but the Lessor 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 Lessor and/or the Lessee, as their
interests may appear, at the Lessee's sole cost and
expense, whatever claims and ricghts the Lessor may have
against any Builder under the provisions of Items 3 and 4
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of Annex A of the CSA and any proceeus receivea by tne
Lessor in respecht thereof shall ce inmeaiately paid over

to tne Lessee; grovideac, nowever, tnat if at any tine an
cvent of Default snall have occurred and oe continuing, tne
Lessor may upon written notice to the Lessee assert ana
enctorce, at the Lessee's sole cost and expense, such claims
and rights and receive the benefits of any such proceeds.
The Lessor shall have no responsibility or liaonility to the
Lessee or any other person with respect to anv or thne
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 cefect trerein
or by any other circumstances in connection therewith;

(ii) the use, operation or performance of any Units or any
risks relating thereto; (ii1i) any interruption of service,
loss of business or anticipated profits or consequential
damages; or (iv) the delivery, operation, servicing,
malntenance, repair, improvement or replacement of any
Units. Tne Lessee's delivery of a Certificate of Accept-
ance shall be conclusive evidence as between the Lessee

and the Lessor that the Units described therein are in all
the foregoing respects satisfactory to the Lessee, ana tne
Lessee will not assert any claim of any nature whatsoever
against the Lessor based on any of the foregoing matters.

The Lessee shall notify Lessor of, and snall, at
the Lessee's sole cost and expense, make or proviae all
improvements, alterations, modifications, additions,
attachments, or other eguipment, or changes (hereinafter
collectively called "Improvements”) to the Units or any of
them deemed necessary or desirable by any Federal, state or
local governmental body or agency or the interchange rules
of the Association of American Railroads (hereinafter
called "legally required Improvements"). Any legally
required Improvement and any other Improvements whicn are
not readily removable without causing material damage to a
Unit (hereinafter called "nonseverable Improvements") shnall
be and immediately become the property of Lessor ana
subject to the terms of the Lease. So long as Lessee is
not in default hereunder, Lessee may, upon notice to
Lessor, at Lessee's sole cost ana expense, make otner
nonseverable Improvements to a Unit, wnich are not legally
required Improvements; provided, however, that (1) the
value of the Unit is not reduced thereby, (Z2) sucn
Improvements will not cause the Unit to become limited use
prcperty, or materially alter or reduce 1ts general use-
fulness, (3) such Improvements will not increase the
proauctivity or capacity of the Unit in excess of 25% and
(4) the cumulative deflated cost (as defined in Rev. Proc.
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79-48) of any and all such nonseverable Improvements, exclu-
sive of any legally required Improvements involving compli-
ance with health, safety and environmental standards, does
not exceed 10% of the Lessor's cost of each Unit. So long as
Lessee is not in default hereunder, Lessee may, upon notice
to Lessor, at Lessee's sole cost and expense, make other
readily removable Improvements to a Unit provided that such
Improvements do not cause material damage to the Unit or
reduce its value or general usefulness. Any such readily
removable Improvements shall remain the property of Lessee
and be removed by Lessee, at its expense, upon or prior to
return of any Unit to the Lessor pursuant tc § 11 or § 14
hereof, and if not so removed by Lessee may be removed by
Lessor without liability to Lessee therefor. Any and all
costs of removal and repair shall be for Lessee's account.
Lessor is hereby granted a security interest in and to any
such readily removable Improvements to secure all of Lessee's
obligations hereunder. Nothing herein shall be deemed to
preclude Lessor and Lessee from negotiating the lease financ-
ing hereunder (including Improvement Financing as provided

in Paragraph 2 of the Participation Agreement) for any
proposed Improvements.

The Lessee agrees to indemnify, protect and hold
harmless the Lessor and the Vendor from and against all
losses, damages, injuries, liabilities, (including, without
limitation, strict liability in tort) claims and demands
whatsoever, regardless of the cause thereof, and expenses
in connection therewith, including, but not limited to,
counsel fees and expenses, patent liabilities, penalties
and interest, arising out of or as the result of the
entering into or the performance of, or the occurrence of a
default, an event of default or an Event of Default under,
the CSA, the Participation Agreement or this Lease, the
ownership of any Unit, the ordering, acquisition, use,
operation, condition, purchase, delivery, rejection,
storage or return of any Unit or any accident in connection
with the operation, use, condition, possession, storage or
return of any Unit resulting in damage to property or
injury or death to any person, except as otherwise provided
in § 14 of this Lease or the transfer of title to the
Equipment by the Vendor pursuant to any provision of the
CSA. The indemnities arising under this paragraph shall
continue in full force and effect notwithstanding the full
payment of all other obligations under this Lease or the
expiration or termination of the term of this Lease. To
the extent the Lessee is required to provide protection or
indemnification hereunder, the Lessee may select counsel
(which will be reasonably acceptable to the Lessor) and
direct counsel's actions in respect thereof.
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The indemnities contained in this § 9 shall not
extend to any loss, damage, injury, liability, claim,
demand, cost, charge or expense incurred by any indemnified
party (a) caused by the wilful misconduct or gross negli-
gence of such indemnified party, (b) resulting from acts
or events with respect to any Unit which commence after
such Unit has been returned to the Lessor in accoraance
with § 14 hereof, (c) caused by the violation by such
indemnified party of any banking, investment, insurance or
securities law, rule or regulation applicable to it
(unless such violation shall be the result of any written
misrepresentation, violation or act of the Lessee),

{(a) arising from the breach of an express duty, obliga-
tion, representation or warranty of such indemnified party
made herein or in any of the documents related to the
transactions contemplated hereby, or (e) which is related
to the lien, charge, security interest or other encumprance
which the Lessee is not required by § 12 hereof to dis-
charge or in any of the other documents relatea to the
transactions contemplated hereby to be borne by such
indemnified party.

Upon request by tne Lessor, the Lessee will
prepare and deliver to the Lessor within a reasonable time
prior to the required date of filing (or, to the extent
permissible, file on behalf of the Lessor) any and all
reports (other than tax returns except as requirea by the
provisions of § 6 hereof) to be filed by the Lessor with
any Federal, state or other regulatory authority by reason
of the ownership by the Lessor or the Vendor of tne Units
or the leasing thereof to the Lessee.

§ 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. default shall be made in payment of any
amount provided for in § 3, 7 or 13 hereof, and such
aefault shall continue for 10 days;

B. the Lessee shall make or permit any unautho-
rized assignment or transfer of this Lease, or any
interest herein, or of the right to possession of the
Units, or any tnereof;

C. default shall be made in the observance or

performance of any other of the covenants, conditions
and agreements on the part of the Lessee containea
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herein or in the Participation Agreement or in the
Indemnity Agreement, and such default snall continue
for 25 days after written notice from the Lessor or
the Vendor to the Lessee specifying the default and
demanding that the same be remedied;

D. any representation or warranty made by the
Lessee herein or in the Participation Agreement or
in the Indemnity Agreement or in any certificate or
statement furnished to the Lessor pursuant to or in
connection with any such agreements proves untrue in
any material respect as of the date of issuance or
making thereof;

E. any proceedings shall be commenced by or
against the Lessee for any relief which includes, or
might result in, any modification of the obligations ,
of the Lessee under this Lease, the Participation :
Agreement or the Consent, under any bankruptcy or |
insolvency laws, or laws relating to the relief of .
debtors, readjustments of indebtedness, reorganiza-
tions, arrangements, compositions or extensions
(other than a law which does not permit any readjust-
ments of the obligations of the Lessee hereunder)
and, unless such proceedings shall have been dis-
missed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall
continue in force or such ineffectiveness shall
continue), all the obligations of the Lessee under
this Lease, the Participation Agreement and the
Consent shall not have been and shall not continue
to have been duly assumed in writing, pursuant to a
court order or decree, by a trustee or trustees or
receiver or receivers appointed in such proceedings
in such manner that such obligations shall have the
same status as obligations incurred by such a trustee
or trustees or receiver or receivers, within 60 aays
after such proceedings shall have been commenced; or

F. an event of default set forth in Article 15
of the CSA shall have occurred as a result of any
default by the Lessee in performing any of its
obligations hereunder or under the Consent;

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

(a) proceed by appropriate court action or
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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 preach
thereocf; cr

(o) by notice in wricting to the Lessee (specif-
ically identifying the Event of Default) terminate
this Lease, whereupon all rignts of tne 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 Lessor may by its agents enter upon the
premises of the Lessee or other premises where any of
the Units may be and take possession of all or any of
such Units and thenceforth hola, possess, sell,
operate, lease to others and enjoy the same free from
any right of the Lessee, or 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 but applying any proceeds (net of
expenses as determined by the Lessor) arising there-
from against tne liabilities of the Lessee herein;
but the Lessor shall, nevertheless, 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 termina-
tion (computing the rental for any number of days
less than a full rental period by multiplying the
rental for such full rental period oy a fraction of
which the numerator is such number of days and the
denominator is the total number of adays in such full
rental period) and also to recover fortnwith from the
Lessee as damages for loss of a bargain and not as a
penalty, whichever of the following amounts tne
Lessor, in its sole discretion, shall specify: (x) a
sum, with respect to each Unit, equal to the excess
of the present value, at the time of such termina-
tion, 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 tne term of this Lease as to such Unit over
the then present value of the rental which the
Lessor 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 5% per annum
discount, compounded semiannually from the respective
dates upon which rentals would have been payable
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hereunder had this Lease not been terminated or

(y) an amount equal to the excess, if any, of the
Casualty Value as of the rental payment date on or
next preceding the date of termination over the
amount the Lessor reasonably estimates to be

the sales value of such Unit at such time; provided,
however, that in the event the Lessor shall have
sold any Unit, the Lessor, in lieu of collecting any
amounts payable to the Lessor by the Lessee pursuant
to the preceding clauses (x) and (y) of this sub-
paragraph (b) with respect to such Unit, may, if it
shall so elect, demand that the Lessee pay the
Lessor and the Lessee shall pay to the Lessor 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, if 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.

In addition, the Lessee shall be lianle, except as
otherwise provided above, for any ana all unpaid amounts
aue 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
any of the foregoing remedies and for all reasonable
attorneys' fees and other costs and expenses incurrea by
reason of the occurrence of any Event of Default or the
exercise of the Lessor'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 Lessor shall not be deemed exclusive, but shall be
cumulative and may be exercised concurrently or consecu-
tively, and shall be in addition to all other remedies in
its favor existing at law or in equity. The Lessee
hereby waives any mandatory requirements of law, now or
hereafter in effect, which might limit or modify the
remedies herein provided, to the extent that such waiver
is not, at the time in question, prohibited by law. The
Lessee hereby waives any and all existing or future
claims to any offset against the rental payments due
hereunder, and agrees to make such payments regardless of
any offset or claim which may be asserted by the Lessee
or on its behalf.




The failure of the Lessor to exercise the
rignts granted it hereunder upon the occurrence of any of
trne contingencies set forth herein shall not constitute a
waiver of any such right upon the continuation or recur-
rence of any sucnh contingencies or similar contingencies.

The Lessee agrees to furnish the Vendee and the
Vendor, promptly upon any responsible cfficer becoming
aware of any condition which constituted or constitutes
an Event of Default under this 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 tne
purposes of this paragraph, a "responsipble officer" shall
mean, with respect to the subject matter of any covenant,
agreement or obligation of the Lessee in this Lease
contalned, any corporate officer of the Lessee who, in
the normal performance of his operational responsibil-
ities, would have knowledge of such matter and thne
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
Lessor. Each Unit so delivered shall be in the same
operating order, repair and condition as when originally
delivered to the Lessee, reasonable wear and tear excepted,
and meet the standards then in effect of the Interchange
Rules of the Association of American Railroaas and/or the
applicable rules of any governmental agency or other
organization witn jurisdiction. For the purpose of
delivering possession of any Unit or Units to the Lessor
as above required, the Lessee shall at its own cost,
expense and risk:

(a) forthwith and in the usual manner (including,
but not by way of limitation, giving prompt tele-
graphic and written notice to the Association of
American Railroads and all railrocads to which any
Unit or Units have been interchanged to return the
Unit or Units so interchanged) place such Units upon
such storage tracks of the Lessee or any of its
affiliates or, at the expense of the Lessee, on any
other storage tracks, as the Lessor reasonably may
designate;

(b) permit the Lessor to store such Units on
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such tracks at the risk of the Lessee without charyge
for insurance, rent or storage until such Units have
been sold, leased or otherwise disposed of by the
Lessor; and

(c) transport the same to any place on any
lines of railroad or to any connecting carrier for
shipment, all as directed by the Lessor.

The assembling, delivery, storage, insurance and trans-
porting of the Units as hereinpbefore provided shall be at
the expense and risk of the Lessee and are of the essence
of this Lease, and upon application to any court of
equity having jurisdiction in the premises the Lessor
shall be-entitled to a decree against the Lessee requiring
specific performance of the covenants of the Lessee so to
assemble, deliver, store and transport the Units. During
any storage period, the Lessee will, at its own cost and
expense, insure, maintain and keep the Equipment in good
order and repair and will permit the Lessor or any person
designated by it, including the authorized representative
or representatives of any prospective purchaser or lessee
of any such Unit, to inspect the same. All amounts
earned in respect of the Units after the date of termina-
tion of this Lease shall belong to the Lessor and, if
received by the Lessee, shall be promptly turned over to
the Lessor. 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 Lessor for each day thereafter an amount equal
to the amount, if any, by which .035651% of the Purchase
Price of such Unit for each such day exceeds the actual
earnings received by the Lessor 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 Lessor as the
agent and attorney of the Lessee, with full power and
authority, at any time while the Lessee is obligated to
deliver possession of any Unit to the Lessor, to demand
and take possession of such 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 shall be assignable in whole or in part by the
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Lessor to the Vendor or, with the consent of the Investors
(which ccnsent shall not unreasonably be withheld), to

other institutional investors, but the Lessee shall be under
no opligation to any assignee of the Lessor except upon
written notice of such assignment from the Lessor. All the
rights of the Lessor hereunder (including, but not limited
to, the rights under §§ 6, 7, 9 and 10 and the rights to
receive the rentals payable under this Lease) shall inure

to the benefit of the Lessor's assigns including the

Vendor, except as may be limited in any assignment thereof.

So long as the Lessee shall not be in default
under this Lease the Lessee shall be entitled to the
possession and use of the Units in accordance with the
terms of this Lease but, without the prior written
consent of the Lessor and the Vendor, neither of which
shall be unreasonably withheld, the Lessee shall not
assign or transfer its leasehold interest under this
Lease in the Units or any of them except, and then
only so long as the Lessee shall not then be in default
under this Lease (and subject to this Lease and to the
rights of the Lessor hereunder, and without releasing the
Lessee from its obligations hereunder), to an Affiliate,
or under a written sublease to a railroad classified by
the Interstate Commerce Commission as a Class I railroad
or to a responsible company, as determined by the Lessee,
subject in each case to the written consent of the Lessor
and the Vendor, neither of which shall be unreasonably
withheld; and the Lessee shall not, without such written
consent, except as provided in this § 12 part with the
possession of, or suffer or allow to pass out of its
possession or control, any of the Units. For the
purpose of this § 12, "Affiliate" shall mean any corpora-
tion which, directly or indirectly, controls or is
controlled by, or is under common control with, the
Lessee., For the purposes of this definition, "control
(including controlled by and under common control with)",
as used with respect to any corporation, shall mean the
pcssession, directly or indirectly, of the power to
direct or cause the direction of the management and
policies of such corporation, whether through the owner-
ship of voting securities or by contract or otherwise.
Every such sublease shall expressly subject the rights of
the sublessee under such sublease to the rights of the
Lessor in respect of the Units covered by such sublease



in the event of the happening of an Event of Default.

The Lessee, at its own expense, will promptly pay or
discharge any and all sums claimed by any party which, if
unpaid, might become a lien, charge, security interest or
other encumbrance (other than an encumbrance created by
the Lessor or the Vendor or resulting from claims against
the Lessor or the Vendor not related to the ownersnip of
the Units) upon or with respect to any Unit or the
interest of the Lessor, the Vendor or the Lessee therein,
and will promptly discharge any such lien, claim,
security interest or other encumbrance which arises. The
Lessee shall not, without the prior written consent of {
tne Lessor, 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 the immediately succeeding paragraph.

So long as the Lessee shall not be in default
under this Lease, the Lessee shall pe entitled to the {
possession of the Units and to the use of the Units by it
or any Affiliate upon lines of railroad owned or operated
by it or any such Affiliate or upon lines over which the
Lessee or any such Affiliate has or obtains trackage or
other operating rights or over which railrocad equipment
of the Lessee or any such Affiliate is regularly operated
pursuant to contract, and also to permit the use of the
Units upon connecting and other carriers in the usual
interchange of traffic or pursuant to run-through agree-
ments, but only upon and subject to all the terms and
conditions of this Lease; provided, however, that the
Lessee shall not assign or permit the assignment of any
Unit to service involving the regular operation and
maintenance thereof outside the United States of America.
The Lessee may receive and retain compensation for such
use from other railroads so using any of the Units.

Nothing in this § 12 shall be deemed to restrict
the right of the Lessee to assign or transfer its lease-
hold interest under this Lease in the Units or possession
of the 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 duly assumed the
obligations of the Lessee hereunder and under the Partici-
pation Agreement and the Consent (as defined in the CSA))
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,
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provided that such assignee or transferee will not, upon
the effectiveness of such merger, consolidation or
acguisiticn, be in derfault under any grovision of tnis
Lease.

§ 13. Renewal Option and Right of First
Refusal, Provided that this Lease has not been earlier
terminated and the Lessee is not in aefault hereunder,
the Lessee may by written notice delivered to the Lessor
not less than 60 days prior to the end of the original
term elect to extend the term of this Lease in respect of
all {but not fewer than all) the Units in any Group of
Units (as defined in § 7 hereof) then covered by this
Lease, for one additional five-year period commencing on
the scheduled expiration of the original term at a semi-
annual rental of 2.916852% of the Purchase Price of
each Unit then subject to this Lease, payable in semiannual
payments on each semiannual anniversary of the original
term.

Provided that this Lease has not been earlier
terminated and the Lessee is not in default hereunder,
in the event the Lessor elects to sell any Units to third
parties within a period of one year after the ekxpiration
of the original or any extended term of this Lease, the
Lessee shall pe given 60 days' prior written notice of
such intention prior to the expiration of such period.
In the event that during such one-year period the Lessor
snall receive a bona fide offer from another party
unrelated to the Lessee to purchase the Units and the
Lessor elects to sell the Units pursuant to such offer,
the Lessor shall give prompt written notice to the Lessee
of such offer. Such notice shall include the price ana
the terms and conditions of payment offered by the other
party to the Lessor. The Lessee shall have the sole
right and option to purchase the Units for cash at the
price at which the Units are proposed to be sold or under
the other terms and conditions of payment offerea by
tne other party. The Lessee may exercise such purchase
right by delivery to the Lessor of a written notice
within 15 days of receipt of notice of the proposed sale
from the Lessor specifying a date of purchase, which date
shall not be later than 20 days after the date of delivery
of such notice by tne Lessee to the Lessor.

§ 14. Return of Units upon Expiration of Term.
As soon as practicable but not longer than 60 days after
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the expiration of the original or extended term of this
Lease, the Lessee will, at its own cost and expense, at
the request of the Lessor, deliver possession of each

Unit to the Lessor upon such storage tracks of the Lessee
(at not more than three locations) as the Lessee may
designate and permit the Lessor to store such Unit on such
tracks for a period not exceeding 90 days and transport
the same, at any time within such 90-day period, to the
nearest railroad interconnection, all as directed by the
Lessor, the movement and storage of such Units to be at the
expense and risk of the Lessee. During any such storage
period the Lessee will, at its own cost and expense,
insure, maintain and keep each Unit in good order and
repair and will permit the Lessor or any person designated
by it, including the authorized representative or repre-
sentatives of any prospective purchaser, lessee or user

of such Unit, to inspect the same; provided, however,

that the Lessee shall not be liable, except in the case

of negligence of the Lessee or of its employees or agents,
for any injury to, or the death of, any person exercising,
either on behalf of the Lessor or any prospective purchaser,
lessee or user, the rights of inspection granted under this
sentence. Each Unit returned to the Lessor 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, and (ii) meet the
standards in effect upon the expiration of this Lease

under the Interchange Rules of the Association of American
Railroads and/or the applicable rules of any governmental
agency or other organization with jurisdiction. The
assembling, delivery, storage and transporting 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 Lessor shall be entitled
to a decree against the Lessee requiring specific perfor-
mance of the covenants of the Lessee so to assemble,
deliver, store and transport the Units. All amounts earned
in respect of the Units after the date of termination of
this Lease shall belong to the Lessor and, if received by
the Lessee, shall be promptly turned over to the Lessor.

§ 15. Recording. The Lessee, at its own expense,
will cause this Lease, the CSA and any assignment hereof or

thereof to be filed and recorded with the Interstate Commerce

Commission pursuant to 49 U.S.C. § 11303. The Lessee will
undertake the filing, registering, deposit, and recording
required of the Lessor under the CSA and will from time to
time do and perform any other act and will execute, acknowl-
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provided that such assignee or transferee will not, upon
the effectiveness of such merger, consolidation or
acqguisiticn, be in default under any grovision of this
Lease.

§ 13. Renewal Option 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 Lessor
not less than 60 days prior to the end of the original
term elect to extend the term of this Lease in respect of
all (but not fewer than all) the Units in any Group of
Units (as defined in § 7 hereof) then covered by this
Lease, for one additional five-~year period commencing on
the scheduled expiration of the original term at a semi-
annual rental of 2.916852% of the Purchase Price of
each Unit then subject to this Lease, payable in semiannual
payments on each semiannual anniversary of the original
term.

Provided that this Lease has not been earlier
terminated and the Lessee is not in default hereunder,
in the event the Lessor elects to sell any Units to third
parties witnhin a period of one year after the expiration
of the original or any extendea term of this Lease, the
Lessee shall be given 60 days' prior written notice of
such intention prior to the expiration of such period.
In the event that during such one-year period the Lessor
sinall receive a bona fide offer from another party
unrelated to the Lessee to purchase the Units and the -
Lessor elects to sell the Units pursuant to sucn offer,
the Lessor shall give prompt written notice to the Lessee
of such offer. Such notice shall include the price ana
the terms and conditions of payment offered by the otaer
party to the Lessor. The Lessee shall have the sole
right and option to purchase the Units for cash at the
price at which the Units are proposed to be sold or under
the other terms and conditions of payment offerea by
tne other party. The Lessee may exercise such purchase
right by delivery to the Lessor of a written notice
within 15 days of receipt of notice of the proposed sale
from the Lessor specifying a date of purcnase, which date
shall not be later than 20 days after the date of delivery
of such notice by the Lessee to the Lessor.

§ 14. Return of Units upon Expiration of Term.
As soon as practicable but not longer than 60 aays after
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the expiration of the original or extended term of this
Lease, the Lessee will, at its own cost and expense, at

the request of the Lessor, deliver possession of each

Unit to the Lessor upon such storage tracks of the Lessee
(at not more than three locations) as the Lessee may
designate and permit the Lessor to store such Unit on such
tracks for a period not exceeding 90 days and transport

the same, at any time within such 90-day period, to the
nearest railroad interconnection, all as directed by the
Lessor, the movement and storage of such Units to be at the
expense and risk of the Lessee. During any such storage
period the Lessee will, at its own cost and expense,
insure, maintain and keep each Unit in good order and
repair and will permit the Lessor or any person designated
by it, including the authorized representative or repre-
sentatives of any prospective purchaser, lessee or user

of such Unit, to inspect the same; provided, however,

that the Lessee shall not be liable, except in the case

of negligence of the Lessee or of its employees or agents,
for any injury to, or the death of, any person exercising,
either on behalf of the Lessor or any prospective purchaser,
lessee or user, the rights of inspection granted under this
sentence. Each Unit returned to the Lessor 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, and (ii) meet the
standards in effect upon the expiration of this Lease

under the Interchange Rules of the Association of American
Railroads and/or the applicable rules of any governmental
agency or other organization with jurisdiction. The
assembling, delivery, storage and transporting 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 Lessor shall be entitled
to a decree against the Lessee requiring specific perfor-
mance of the covenants of the Lessee so to assemble,
deliver, store and transport the Units. All amounts earned
in respect of the Units after the date of termination of
this Lease shall belong to the Lessor and, if received by
the Lessee, shall be promptly turned over to the Lessor.

§ 15. Recording. The Lessee, at its own expense,
will cause this Lease, the CSA and any assignment hereof or
thereof to be filed and recorded with the Interstate Commerce
Commission pursuant to 49 U.S.C. § 11303. The Lessee will
undertake the filing, registering, deposit, and recording
required of the Lessor under the CSA and will from time to
time do and perform any other act and will execute, acknowl-
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edge, deliver, file, register, record (ana will refile,
reregister, deposit and redeposit or rerecord whenever
required) any and all further instruments required oy law or
reasonably requested by the Lessor or the Vendor for the
purpose of proper protection, to their satisfaction, of the
Vendor's and the Lessor's respective interests in the Units,
or for the purpose of carrying out the intention of this
Lease, the CSA and the assignment thereof to the Vendor;

and the Lessee will promptly furnish to the Vendor and

the Lessor evidence of all such filing, registering, deposit-
ing or recording, and an opinion or opinions of counsel for
the Lessee with respect thereto satisfactory to the Vendor
and the Lessor. This Lease and the CSA shall be filed and
recoraded with the Interstate Commerce Commission prior to the
delivery and acceptance hereunder of any Unit.

§ 16. 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,
to the extent legally enforceable, an amount egual to the
greater of (a) 15% per annum or (b) the rate per annum equal
to the fluctuating base rate charged by The Security Pacific
Bank for 90-day lcocans to substantial and responsible commer-
cial borrowers as such base rate shall change from time to
time, each change in such rate to become effective on the
effective date of each change in such base rate as announced
by such Bank, on the overdue rentals and other obligations
for the period of time during which they are overdue or sucih
lesser amount as may be legally enforceable.

§ 17. DNotices. Any notice required or permitted
to be given by either party hereto to the other shall be in
writing and effective upon delivery, addressed as follows:

{a) 1f to the Lessor, at One Embarcadero Center,
San Francisco, California 94111, Attention of
Manager, Operations Department--LEV;

{b) if to the Lessee, at 2020 Dow Center,
Midland, Michigan 48640, attention of Treasurer-Dow
Chemical, U.S.A.;

or addressed to either party at such other address as such
party snall hereafter furnish to the other party in writing.
Copies of each such notice shall be given to the Venaor at
Two Hopkins Plaza, Baltimore, Maryland 21203, attention of
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Corporate Trust Department.

§ 18. Severability; Effect ana 1odification of
Lease. Any provision of this Lease which 1s prohibited or
urenforceable in any jurisdiction, shall be, as to such
jurisaiction, ineffective to the extent of such prohibition
or unenforceability without invalidatiny the remaining
provisions hereof, and any such prohibition or:unenforce-
ability in any jurisdiction shall not invalidate or render
unenforceanle such provision in any other jurisdiction.

Except for the Participation ayreement and the
Indemnicy Agreement, this Lease exclusively and completely
states the rights and obligations of the Lessor and the
Lessee with respect to the leasing of the Units ana super-
sedes all other agreements, oral or written, witn respect
tiiereto. No variation or modification of this Lease and
no waiver of any of its provisions or conuitions shall be
valid unless in writing and signed by duly authorized
signatories for the Lessor and the Lessee.

§ 19. Execution. This Lease may be executea in
several counterparts, such counterparts together constitut-
ing but one and the same instrument, but the counterpart
delivered to the Vendor pursuant to the Lease Assignment
shall be aeemed to be the original, and all other counter-
parts shall be deemed cuplicates thereof. Although for
convenience tnis Lease is dated as of the date first set
forth above, the actual date or dates of execution hereof
oy the parties hereto is.or are, respectively, the date
or dates stated in the acknowledgments hereto annexed.

§ 20. Law Governing. The terms of this Lease
and all rights and obligations hereunder shall be governed
by the laws of the State of Michigan; provided, however,
that the parties shall be entitled to all rights conferred
by 49 U.S.C. § 11303,

§ 21. No Guarantee of CSA Inaebtedness or
Residual Value. Nothing 1n this Agreement 1s 1intended
or shall be construed to constitute a guarantee by the
Lessee of the CSA Indebtedness of the Vendee under the
CSA or a guarantee of the residual value of any Unit.

IN WITNESS WHEREOF, the parties hereto have exe-
cuted or causea this instrument to be executed as of the

L-28




date first above written.
THE DOW CHEMICaL COMPANY,
g - \ \
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[Coiporaté:Seéll

Attest:

"~

Assidtant Secretary
SECURITY PACIFIC EQUIPMENT
LEAS ING ¥ InC. [

by

[Corporate Seal]

Attest:

Secretary
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CEZ;::gréL—inesident of THE DOW CHEMICAL COMPANY, that one of the seals

STATE OF MICEIGAN,)
) Ss.:
COUNTY OF MIDLAND,)

On this JO& aay of é&g::jz;u 1581 betfore me
personally appeared » to me personally

known, who, being by me duly worn, says that he is' the Viee

affixed to the foregoing instrument is the corporaté seal ot
said Corporation, that said instrument was signed and sealed
on behalf of said Corporation by authority of its Board of
Directors, and he acknowledged that the execution of the
toregoing instrument was the free act and deed of said
Corporation.

[Notarial Seal] dei;z
N FA EY%RNHE

o . f
My Commission expire Notary Public, Bay County, Michige
iy explres My, Commission Expires June 10, 1984

STATE OF )
) ss.:
COUNTY OF ’)
On this day of 1981 before me
personally appeared ' to me personally

known, who, being by me duly sworn, says that |he is

of SECURITY PACIFIC EQUIPMENT
LEASING, INC., that one of the seals affixed to tne foregoing
instrument is the corporate seal of said Corporatlon and that
said instrument was signed and sealea on benalf of said
Corporation by authority of its Board of Directors and he
acknowledged that the execution of the foregoing instrument
was the free act and deed of said Corporation.

Notary Public
[Notarial Seal]

My Commission expires




Tvpe

—

100 ton CF

2980 Center-
flow covered
hopper cars

100 ton
25,000 gal.
tank cars

15,950 gal.
caustic soda
tank cars

20,000 gal.
ethanolamine
tank cars

25,200 gal.
ethylene
oxide

tank cars

28,800 gal.
Muriatick
Acid tank
cars

Specifications

SCHEDULE A TO LEASE

of the Ecuipment

General American
Transportation
Corporation

General American
Transportation
Corporation

General American
Transportation
Corporation

Richmond Tank
Car Company

L-31

Builder Quantity
ACF 47
Industries,

Inc.

ACF 13
Industries,

Inc.

55

23

18

Lessee's
Identification

Numbers
(Both Inclusive)

DOWX 2711-2757

DOWX 8465-8477
DOWX 7030-7084

DOWX 3264-3270

DOWX 8402-8424

DOWX 6856-6873



SCHEDULE B TO LEASE

Casualtv Values

Payment Date Percentage
1/1/82 112.22347
7/1/82 111.83654
1/1/83 115.43458
7/1/83 115.01005
1/1/84 117.89247
7/1/84 117.42183
1/1/85 119.64282
7/1/85 119.11399
1/1/86 120.72353
7/1/86 120.12580
1/1/87 121.17613
7/1/87 120.50116
1/1/88 121.04705
7/1/88 120,28919
1/1/89 120.38826
7/1/89 119.54488
1/1/90 119.25794
7/1/90 118.32980
1/1/91 117.72127
7/1/91 116.72379
1/1/92 114.70969
7/1/92 112.43050
1/1/93 110.13967
7/1/93 107.70203
1/1/94 105.19745
7/1/94 102,.59357




Payment Date

1/1/95
7/1/95

1/1/96
7/1/96

1/1/97
1/1/97

1/1/98
7/1/98

1/1/99
7/1/99

1/1/2000
7/1/2000

1/1/01
7/1/01

Casualty Values

L-33

Percentaae

99.90553
97.12444

94.24390
91.27059

88.18729
85.00653

81.70704
78.30236

74.76987
71.12396

67.37684
63.56617

59.67529
55.72901



SCHEDULE C TO LEASE

Pavment Da

Termination Values

te

1/1/1992
7/1/1992

1/1/1993
7/1/1993

1/1/1994
7/1/1994

1/1/1995
7/1/1995

1/1/1996
7/1/1996

1/1/1997
7/1/1997

1/1/1998
7/1/1998

1/1/1999
7/1/1999

1/1/2000
7/1/2000

1/1/2001
7/1/2001

L-34

Percentage

Surplus Obsolete
114.74740 114.70969
112.46488 112.43050
110.17094 110.13967
107.73039 107.70203
105,22308 105.19745
102.61661 102.59357
99.92612 99,90553
97.14268 97.12444
94,25990 94,24390
91.28447 91.27059
88.19915 88.18729
85.01650 85.00653
81.71525 81.70704
78.30894 78.30236
74.77474 74,.76987
71.12718 71,12396
67.37871 67.37684
63.56703 63.56617
59.67551 59.67529
55.72901 55.72901




{CSa&bi Retf: 2644-090;

LEASE OF RAILROAD EQUIPMENT

Dated as of January 1, 1981

Between

THE DOW CHEMICAL COMPANY,
Lessee,

And

SECURITY PACIFIC EQUIPMENT LEASING, INC.,
Lessor.

The rights and interests of the Lessor under this Lease are
subject to a security interest in favor of Mercantile-Safe
Deposit and Trust Company, as Agent for certain institu-

tional investors. The original of this Lease is held by
said Agent.
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LEASE QF RAILROAD EQUIPMENT dated as of
January 1, 1981, between THE DOW CHEMICAL
COMPANY, a Delaware corporation (the "Les-
see"), and SECURITY PACIFIC EQUIPMENT
LEASING, INC., a Delaware corporation (the
"Lessor").

The Lessor is entering into a Conditional Sale
Agreement dated as of the date hereof (the "CSA") with ACF
INDUSTRIES, INCORPORATED, a New Jersey corporation,
GENERAL AMERICAN TRANSPORTATION CORPORATION, a New York
corporation, and RICHMOND TANK CAR COMPANY, a Delaware
corporation (the "Builders"), by which the Builders have
agreed to manufacture, sell and deliver to the Lessor the
units of railrcad equipment described in Schedule A nereto
(the "Equipment").

The Builders are assigning their respective
interests in the Security Documentation to Mercantile-Safe
Deposit and Trust Company, a Maryland banking corporation,
acting as agent (together with its successors and assigns
the "Vendor") under a Participation Agreement dated as of
the date hereof (the "Participation Agreement") with the
Lessee, the Lessor and the parties named in Schedule A
thereto (the "Investors").

The Lessee desires to lease such number of units
of the Equipment as are delivered and accepted under the
CSA (the "Units") at the rentals and for the terms and upon
the conditions hereinafter provided.

The Lessor will assign this Lease for security
to the Vendor pursuant to an Assignment of Lease and
Agreement (the "Lease Assignment") and the Lessee will
consent to the Lease Assignment pursuant to a Lessee's
Consent and Agreement (the "Consent").

The Lessee will indemnify the Lessor against
certain losses, liabilities and expenses pursuant to an
indemnity agreement (the "Indemnity Agreement") substan-
tially in the form of Exhibit C to the Participation
Agreement.

NOW, THEREFORE, in consideration of the premises
and of the rentals to be paid and the covenants hereinafter

L-1



mentioned to be kept and performed by the Lessee, the
Lessor hereby. leases the Units to the Lessee upon the
following terms and conditions:

§ 1. Net Lease. This Lease is a net lease, and
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, present or future
claims of the Lessee against the Lessor under this Lease or
under the CSA, or against any Builder or the Vendor or
otherwise; nor, except as otherwise expressly provided
herein, shall this Lease terminate, or the respective
obligations of the Lessor or the Lessee be otherwise
affected, by reason of any defect in or damage to or loss
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 unenforce-
ability or lack of due authorization of this Lease, any
insolvency of or any 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 accor-
dance 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 Lessor for any reason whatsoever.

§ 2. Delivery and Acceptance of Units. The
Lessor hereby appolnts the Lessee its agent for inspec-
tion and acceptance of the Units pursuant to the CSA.
The Lessor will cause each Unit to be delivered to the
Lessee at the point or points within the United States of
America at which such Unit is delivered to the Lessor under
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the CSA. Upon such celivery, the Lessee will cause an
emplovee of the Lessee to inspect the same, ana if sucn
Unit 1s tfound to be acceptable, to accept aelivery of such
Unit, and tie Lessee shall execute and deliver to the
Lessor a certificate of acceptance (the "Certiticate orf
Acceptance™), in accordance witn the provisions of Article
3 of the CSA, stating that such Unit has been inspected and
accepted on behalf of the Lessee and the Lessor on the cate
of such Certificate of Acceptance and is marked in accor-
dance with & 5 hereof, whereupon, except as provided

in the next sentence hereof, such Unit snall be ueemed to
have been delivered to and accepted by the Lessee and shall
be subject thereafter to all the terms and conaitions of
this Lease. The delivery, inspection and acceptance
nereunder of any unit of Equipment excluded from the CSA
pursuant to the first paragraph of Article 4 thereof shall
oe null and void and ineffective to subject suca unit to
tuals Lease. The inspection and acceptance by the Lessee of
any Unit shall not in any way release any rights whicn the
Lessee may have against tne Builder thereof under any
warranty relating to such Unit.

§ 3. Rentals. The Lessee agrees to pay to the
Lessor, as rental for each Unit subject to this Lease, 40
consecutive semiannual payments payable on January 1 anc
July 1 of each year, commencing on January 1, 1982, to and
including July 1, 2001. The 40 semiannual rental payments
shall be each in an amount equal to the Semi-Annual Lease
Factor (as hereinafter defined) of the Purchase Price (as
defined in the CSA) of each Unit then subject to this
Lease. As used herein the term “Semi-Annual Lease Factor"
means (a) with respect to each of the first 20 semiannual
rental payments, 5.250338% and (b) with respect to tne
last 20 semiannual rental payments, 6.417079% of the
Purchase Price of each Unit then subject to this Lease.
The Lessee acknowledges that the semiannual rentals,
Casualty Values and Termination Values have been computed
without taking into account the costs and expenses that the
Lessor is obligated to pay pursuant to clause (ii) of
Paragraph 11 of the Participation Agreement, and any
investment Deficiency paid pursuant to the third paragraph
of Paragrapir 2 of the Participation Agreement ana any
payments paild by the Lesscr pursuant to the clause (b) of
the first paragraph ana in clause (a) of the last paragrayh
of Paragreph 8 of the Participation Agreement and any
payments to the Lessor pursuant to the last sentence of the
second paragrarh of said Paragrapn 8. At such time
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as the full amount of such costs, expenses and payments are
Xnown to tne Lessor, the Lessee agrees that semiannual
rentals, Casualtyv Values ana Termination Values shall be
adjusted as may Oe necessary in the reasonable opinion of
the Lessor so that the semiannual rentals, Casualty Values
and Termination Values payable by the Lessee hereunder
shall be sufficient to maintain the Lessor's after tax
return on, and rate of recovery of, investment and total
cash flows (computed on the same assumptions as utilized by
the Lessor in originally evaluating this Lease) at the saue
level tnat would have been zvailable to the Lessor betfore
taking such costs, expenses and payments into account and
so that tne Lessor receives such costs, expenses and
payments over the remaining original term of this Lease
with interest at the rate of 14% per annum.

Notwithstanding anything to the contrary set
fortn nerein, the rentals, the Casualty Values (set rforth
in Schedule B hereto) and tne Termination Values (set forth
in Schecule C hereto) shall at all times be sutficient to
satisfy the obligations of the Lessor under the Cta.

If any of the rental payment dates refcrred to
above is not a business day the semiannual rental payment
otherwise payable on such date shall be payable on the next
succeeding ousiness day. The term “business day" as used
herein means a calendar day, excluding Saturdays, Sundays and
any otner day on which banking institutions in New York, HNew
York, San Francisco, California, Chicago, Illinois, or

Baltimore, Maryland, are authorized or obligated to remain
closea.

The Lessor irrevocably instructs the Lessee to
make all the payments provided for in this Lease, inclua-
ing, but not limited to, the payments provided for in this
§ 3 ana in § 7 hereof, at the principal office of the
Vendor, for the account of the Lessor in care of the
Vendor, with instructions to the Vendor first, to apply
such rayments to satisfy the obligations of the Lessor
under the CSA, and second, so long as no event of default
cr event which with the lapse of time and/or demand pro-
vided for in tne CSA would constitute an event of default
under the CSA shall have occurred and be continuing, to pay
any balance promptly to the Lessor at such place as the
Lessor shall specify in writing. The Lessee agrees
to make each payment provided for herein as contemplated by
this paragraph in immediately available funds to the Vendor
by 11:¢0 a.m., Vendor's time, on the date such payment is
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All amounts earnea 1n respect orf the Units
iinciuvding, wicnout limitation, mileage charges) auring the
term Or thls Lease snall velong to the Lessee ana, 1f
received vy thie Lesscr, shall vLe promptly turned over to

the Lessee so long as no Default exists nereunder.

§ 4. Term of Lease. The term of tnis Lease as
to each Unit shall beygin on tne date of aelivery and
acceptance of such Unit hereunder and, subject to the
srovisions of §y 7, 10 and 13 hereof, shall terminate on
tne aate on which the final payment of rent 1n respect
thereof is cue pursuant to § 3 nereof. The ooligations ot
tne Lessee hereuncer (including, but not limited to, the
ocligations under §§ 6, 7, 9 and 14 hereof) shall survive
the expiration of the term of tais Lease.

Notwitnstanding anything to the contrary con-
talned nereln, all rights and obligations of the Lessee
ander this Lease and in and to the Units are sunject to cthe
richts of the Vendor under the CSA. If an event of default
saould cccur under the CSA, the Vendor may terminate this
Lease or rescina its terms, all as provided therein;
provided, however, that so long as (i) no Event of Default
exists hereunder, {ii) the Lessee is complying with the
crovisions of the Consent and (iii) the Vendor is entitleu
to apply the Payments (as defined in the Lease Aassignment)
1n accoraance witn the Lease Assignment, this Lease may not
be terminated and the Lessee shall be entitled to the
rights of possession, use and assignment under § 12 hereof.

§ 5. Identification iMarks. The Lessee will
cause each Unit to be kept numbered with the road number
set forth in Schedule A hereto, or in thne case of any Unit
not there listed, such road numper as shall be set fortn in
any amendment or supplement hereto extending this Lease to
cover such Unit, and will keep and maintain, plainly,
aistinctly, permanently and conspicuously marked on each
side of eacn Unit, in letters not less tnan one-half incn
in heigiht, the words "Ownership subject to a Security
Agreement Filed with the Interstate Commerce Commission" or
ctner appropriate words designated by the vendor, with
appropriacte changes thereof anada additions thereto as from
time to time may be required by law in order to protect the
Lessor's and Vendor's title to and interest in sucn Unit
and the rights of tne Lessor under this Lease and of tne
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rights of the Vendor under the CSA. The Lessee will not
place any such Unit in operation or exercise any control
or aominion over the same until such woras shall nave been
so marked and will replace promptly any such markings
which may re removed, obliterated, defaced or destrovec.
The Lessee will not change the road number of any Unit
unless and until (i) a statement of new number cr numbers
to be substituted therefor shall have been fileu with
the Vendor and the Lessor and duly filed, recorded and
deposited by the Lessee in all public offices where this
Lease and the CSA shall have been filed, recorded and
deposited and (ii) the Lessee snall have furnished the
Vendor and the Lessor an opinion of counsel to such effect.
The Units may be lettered with the names or initials or
other insignia customarily used by the Lessee or its
affiliates or any permitted sublessee; but the Lessee will
not allow the name of any other person, association or
corporation to be placed on any Unit as a designation that
might be interpreted as a claim of ownership.

§ 6. Taxes. All payments to be made by the
Lessee hereunder will be free of expense to the Lessor
for collection or other charges and will be free of expense
to the Lessor with respect to the amount of any local,
state, Federal or foreign taxes (other than any state
franchise taxes and United States Federal net income tax
nayable by the Lessor in consequence of the receipt of
payments provided for herein and otner than the aggregate
of all state or local taxes measured by net income based on
such receipts, except any such tax which is in substitution
for or relieves the Lessee from the payment of taxes whicn
it would otherwise be obligated to pay or reimburse as
herein provided) or license fees, assessments, charges,
fines or penalties (all such expenses, taxes, license fees,
assessments, charges, fines and penalties being hereinafter
called "Impositions") hereafter levied or imposed upon or
in connection with or measured by this Lease or any sale,
rental, use, payment, shipment, delivery or transfer of
title under the terms hereof or the CSA, all of which
Impositions the Lessee assumes and agrees to pay before
they become delinquent in addition to the payments to be
macde by 1t provided for herein. The Lessee will also pay
vefore they become delinquent all Impositions which may pe
imposeé upon any Unit or for the use or operation thereof
(except as provided above) or upon the earnings arising
therefrom (except as provided above) or upon the Lessor
solely by reason of its ownership thereof and will keep
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tines all and every part of sucn Unit £free anu clear
Inpositions wnich mignt in anv way affect tne title
the Lessor or result in a lien ugon any sucn UJnit;
trovided, however, thnat tne Lessee suwall not pe unaer any
odligation to pay any Impositions of any xina sc long as it
1s contesting in good faitn and by approgriate legal or
administrative proceecings sucn Inpositions anc¢ the nonpay-
ment thereof does not, in the reasonable opinion of the
Lessor, adversely affect the title, property or rights of
the Lessor hereunder or the Lessor or the Vendor under the
C3A. The Lessee agrees to give the Lessor notice of such
contest within 3C days after institution thereof, and

tne Lessor agrees to provide such information as may De
reasonably requested by the Lessee in furtherance of such
contest. 1If any Impositions shall have been charged or
levied against the Lessor directly ang paia by the Lessor,
the Lessee snall reimburse tne Lessor on pgresentation of an
invoice therefor; provided, however, that tne Lessor shall
nave given tne Lessee written notice of such Imposition
crior to such payment.
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In the event that the Lessor snall become obli-
gated to make any payment pursuant to Article ¢ of the CSA
to any Builder or tne Vendor or otherwise pursuant to any
correlative provision of tne CSA, the Lessee shall pay such
aaditional amounts (which shall also be deemed Impositions
hereunder) to the Lessor as will enablie tiae Lessor to
fulfill completely 1ts opligations pursuant to said provi-
sion.

In the event any reports with regard to Imposi-=
tions are required to pbe made, the Lessee will, wnhere
permitted so to do under applicable rules or regulations,
make and timely file such reports in such manner as to show
the interest of the Lessor and the Venaor as shail be
reascnably satisfactory to the Lessor and the Vendor or,
where not so permitted, will notify the Lessor and the
Vendor of such requirement and will prepare and deliver
such reports to tne Lessor and the Vendeor within a reason-
acle time prior to tne time such reports are to be filed in
such manner as shall be satisfactory to the Lessor ana the
Vendor,

In the event that, during the continuance of this
Lease, the Lessee becomes liable for tne payment or reim-
oursement of any Imposition, pursuant to this § 6, such
liebility shall continue, notwitnstanding the expiration of
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tnis Lease, until all such Impositions are paid or reim-
bursed by the Lessee.

To the extent the Lessee may be pronibited by
law from performing in its own name the duties requirea by
this § 6, the Lessor hereby authorizes the Lessee to act in
the Lessor's own name and on the Lessor's behalf to perform
such duties (but only with counsel reasonavly satisfactory
to the Lessor); provided, however, that the Lessee shall
indemnify and hold the Lessor harmless from and against any
and all claims, costs, expenses, damages, losses and
liabilities incurred in connection tnerewith as a result
of, or incident to, any action by the Lessee pursuant to
this authorization.

The Lessee shall, whenever reasonably requested
oy the Lessor, submit to the Lessor copies of returns,
statements, reports, billings and remittances, or furnish
other evidence satisfactory to the Lessor of the Lessee's
rerformance of its duties under this § 6. The Lessee shall
also furnisn promptly upon request such data as tne Lessor
may reasonably require to permit the Lessor's compliance
with the requirements of taxing jurisdictions.

§ 7. Maintenance, Casualty Occurrences, Insur-
ance and Termination. (a) The Lessee agrees that, at its
own cost and expense, it will maintain and keep each Unit
which is subject to this Lease in good operating order,
repair and condition.

({b) In the event that any Unit shall be or
become worn out, lost, stolen, destroyed, or irreparably
damaged, from any cause whatsoever, returned to the Builder
pursuant to the patent indemnity provisions of the CSA, or
taken or requisitioned by condemnation or otherwise result-
ing in loss of possession by the Lessee for a period of 90
consecutive days, except requisition for use by the Unitea
States Government (any such occurrence being hereinafter
called a "Casualty Occurrence"), prior to the return of
such Unit in the manner set forth in § 14 herecof, the
Lessee shall promptly and fully notify the Lessor ana the
Vendor with respect thereto. On the rental payment date
next succeeding such notice (the "Casualty Date"), the
Lessee shall pay to the Lessor an amount egual to the
rental payment or payments in respect of such Unit due and
payable on such date plus a sum equal to the Casualty Value
(as defined in the next paragraph) of such Unit as of the
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Cate ¢of such pavment ir accordance with the schedule
referred to celow. Upon the naking of such payment by the
LLessee in resvect of any Unit, the rental for such Unit
shall cease to accrue, the term of this Lease as to such
Unit shall terminate and (except in the case of the loss,
theft-, complete destructicn or return to the Builder of
such Unit) the Lessor shall be entitled to recover posses-
sion of such Unit. The Lessor hereby appoints the Lessee
its agent to dispose of any Unit suffering a Casualty
Occurrence or any component thereof, at the kest price
obtainable under the circumstances on an "as is, where

is" basis. Provided that the Lessee has previously paid
the Casualty Value to the Lessor, the Lessee shall be
entitled to the proceeds of such sale (after deduction of
all selling costs) to the extent they do not exceed the
Casualtv Value of such Unit, and shall pay any excess to
the Lessor. The Lessee shall be entitled to credit against
the Casualty Value pavable in respect of any Unit returned
to the Builder pursuant to the patent indemnity provisions
of the CSA in an amount equal to any payment made by the
Builder to the Lessor in respect thereof under the CSA.

The Casualty Value of each Unit as of the payment
date on which payment is to be made as aforesaid shall be
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 Occur-
rence after termination of this Lease and before such Unit
snall have been returned in the manner provided in § 14
hereof, the Lessee shall promptly and fully notify the
Lessor with respect thereto and pay to the Lessor an amount
equal to the Casualty Value of such Unit, which shall be an
amount equal to 55.72901% of the Purchase Price of such
Unit, or, in the case of Units suffering a Casualty Occur-
rence after termination of a renewal term (as provided
in § 13 hereof), such other percentage of the Purchase
Price as shall be agreed.

(c) In the event of the requisition for use by
the United States Government (the "Government") of any Unit
during the term of this Lease or any renewal thereof all
the Lessee's obligations urder this Lease with respect to
such Unit shall continue to the same extent as if such
reguisition had not occurred, except that if such Unit is
returned by the Government at any time after the end of the
term of this Lease or any renewal thereof, the Lessee shall
be obligated to return such Unit to the Lessor pursuant to
§ 11 or 14 hereof, as the case may be, promptly upon such
return by the Government rather than at the end of the term
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of this Lease or any renewal thereof, but the Lessee shall
in all other respects comply with the provisions of said

§ 11 or 14, as the case may be, with respect to such Unit.
All payments received by the Lessor or tne Lessee from the
Government for the use of such Unit during the term of this
Lease or any renewal thereof shall be paid over to, or
retained by, the Lessee provided no Event of Default (or
other event which after notice or lapse of time or both
would become an Event of Default) shall have occurred and
be continuing; and all payments received by tne Lessor or
the Lessee from the Government for the use of such Unit
after the term of this Lease or any renewal thereof, shall
be paid over to, or retained by, the Lessor.

(d) Except as hereinaoove in this § 7 provideq,
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 from and after delivery and
acceptance thereof by the Lessee hereunder.

From the time any Unit is accepted by tne Lessee
to the end of the term of this Lease, Lessee shall:

(i) at its option, either provide insurance
coverage for, or self assume, in whole or in part, the
risks of actual or constructive loss or damage to one or
more of the Units up to the Casualty Value thereof, and

(ii) provide adequate public liability insurance
(in limits of at least $50,000,000) for personal
injuries, death, or property damage resulting from the
ownership, maintenance, use or operation of the
Units.

Each of the insurance policies providing said
coverage shall:

(i) name the Lessor and the Vendor as aaditional
insureds as their respective interests may appear;

(1i) as between Lessee and Lessor and Vendor all
such insurance shall be primary insurance and not
excess over any other coverage which Lessor or Vendor,
or both, may have; provided, however, that nothing
herein shall be deemed to require Lessee's insurance
carriers to provide coverage for, or otherwise indem-
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nify Lessor or Vendor for, any losses causea respec-—
tively oy Lessor's or Vencdor's own actions or negli-
gence; and

{iii) provide that the policy may not be canceled
or materially altered without 30 days' prior written
notice to the Lessor and the Vendor.

The Lessee shall provide the Lessor and the
Vendor with a certificate or certificates evidencing the
aforesaid coverage prior to the first Closing Date (as
definea in the CSA).

In the event of failure on the part of the Lessee
to provide and furnish any of the aforesaid insurance, tne
Lessor or the Vendor, upon notice to the Lessee, may, but
shall not be obligated to, procure such insurance ana the
Lessee shall, upon demana, reimburse the Lessor and the
Venaor for all expenditures made by the Lessor or the
Vendor for such insurance, together with interest thereon
coriputed at the maximum rate of interest permitted by law,
but no more than 153% per annum, from the date of tne
Vendor's or the Assignee's payment until reimpursed oy the
Lessee.

(e) 1If the Lessor shall receive any insurance
proceeds from insurance maintained by the Lessee pursuant
hereto or condemnation payments in respect of a Unit
suffering a Casualty Occurrence, the Lessor shall, subject
to the Lessee having made payment of the Casualty Value
in respect of such Unit, pay such proceeds or condemnation
payments to the Lessee up to an amount egual to the Casu-
alty Value paid by the Lessee, and any balance of such
proceedas or condemnation payments shall remain tne property
of the Lessor. All insurance proceeds received by the
Lessor in respect of any Unit not suftering a Casualty
Occurrence shall be paid to the Lessee upon Lessee's
notification to the Lessor that any damage to such Unit in
respect of whicn such proceeds were paid has been fully
repaired.

(f) In the event that tne Lessee chall, in its
reasonable judgment, determine that any Group (as nerein-
after defined) of Units has become surplus to its need or
obsolete in the Lessee's pusiness, the Lessee shall have
the right, at its option and on at least 90 days' prior
written notice to the Lessor, to terminate (herein callead
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either a "Surplus Termination" or an "Obsolescence Termina-
tion" as tne case may be) this Lease as to such Group as ct
any succeeding rent payment date specitfieda in such notice
(the "Termination Date"); provided, however, that (i) tne
Termination Date shall not be earlier than January 1,
1992, (1ii) no Event of Default or other event which atter
the lapse of time or notice or both would become an Event
of Default shall have occurred and be continuing and

(1ii) on the Termination Date each Unit in such Group snall
be in the same condition as if being redelivered pursuant
to § 14 hereof. For this purpose, the term "Group of
Units" shall mean all Units with the same Builder's Spe-
cifications (as set forth in Schedule A hereto) subject to
this Lease at the Termination Date.

During the period from the 30th day after thne
giving of such notice until the fifth business day preced-
ing the Termination Date, the Lessee shall use its best
efforts to obtain bids for the purchase of all Units in
such Group, and the Lessee shall at least five business
days prior to such Termination Date certify to the Lessor
the amount of each such bid and the name and address of the
party (which shall not be a corporation or individual
affiliated with the Lessee or any party from whom the
Lessee or any such affiliate intends thereafter to lease
such Unit) submitting such bid. On the Termination Date
the Lessor shall sell all Units in such Group for cash to
the bidder who shall have submitted the highest bid prior
to the Termination Date. The total sale price realized at
each such sale shall be applied to the prepayment of the
CSA Indebtedness in accordance with Article 7 of the CSA
and any balance shall be retained by the Lessor.

On such Termination Date, the Lessee snall pay
to the Lessor (i) the excess, if any, of the Termination
Value for each such Unit computed as of such date over tne
sale price of such Unit after the deduction of all expen-
ses incurred by the Lessor in connection witin such.sale,
(ii) the rental payment due on such Termination Date and
(iii) in the case of a Surplus Termination, an amount equal
to the prepayment premium, if any, payable pursuant. to
Article 7 of the CSA on such date in respect of the CSA
Indebtedness to be prepaid by the Lessor on such date. The
Termination Value of each such Unit as of the payment date
on which payment is to be made shall be that percentage of
the Purchase Price of such Unit as is set forth in Schedule
C hereto opposite such date. 1In no event shall the aggre-
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gate amount retained oy the Lessor ana received by tne
Lessor as aforesald e less than tne Termination Value (as
gefined in tne CSa) as of sucn date.

If no sale shall occur on the date scheaulea
therefor as proviaed above, this Lease shall continue in
full force ana effect witnout change unless and until the
Lessee pays to the Lessor the Termination Value of eacn
Unit subject to the Termination and returns each such Unit
to the Lessor pursuant to § 14 hereof; provided, however,
that this Lease shall not terminate as to any such uUnit
unless the CSA Indebtedness in respect of such Unit is
prepaid on the Termination Date pursuant to Article 7 of
tne CSA.

In the event of any such sale and the receipt
by tne Lessor of the amounts above described, the ovliga-
tion of the Lessee to pay rent pursuant to § 3 hereof in
respect of sucn Unit on each rental payment date shall
continue to and including the Termination Date but shall
then terminate., The Lessor shall be under no duty to
solicit bids, to inquire into the efforts of the Lessee to
obtain bids or otherwise to take any action or incur any
cost or expense in connection with any sale other than to
transfer or to cause to be transferred all the Lessor's
right, title and interest in and to such Unit to the
purchaser named in the highest bid certified by the Lessee
to the Lessor as above provided. Any such sale sunall be
free and clear of all the Lessee's rights to sucn uUnit, oput
otherwise shall be made witnout warranties other than
against the Lessor's acts.

If the Lessee shall exercise its option to ter-
minate as to any Unit, the Lessor may, notwithstanding such
eiection by the Lessee, by written notice to the Lessee
given 80 aays after the termination notice is given to tne
Lessor, elect to retain such Unit, in which case the
Lessee shall not be obligated to pay the Termination Value
to the Lessor; prcvided, however, that this Lease shall not
terminate as to such Unit unless the CSA Inaebtedness in
respect of such Unit is prepaid on the Termination Date
pursuant to Article 7 of the CSA. 1In the event the Lessor
shall so elect to retain such Unit, the Lessee shall
deliver such Unit to the Lessor in accordance with the
provisions of § 14 nereof,.

§ 8. Reports. On or pefore April 30 in each
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vear, comrencina with the calendar year 1982, the Lessee
will furnish to the Lessor and the Vendor an accurate
statement (a) setting forth as at the preceding Cecember 31
the arcunt, cescription and numbers of all Units then

leased hereunder and covered by the CSA, the amount,
description and numbers of all Units that have suffered a
Casualty Occurrence during the preceding calendar year or
are then undergoing repairs (other than running repairs) or
then withdrawn from use pending such repairs (other than
running repairs) and such other information regarding the
condition and state of repair of the Units as the Lessor or
the Vendor may reasonably request and (b) stating that, in
the case of all Units repainted or repaired during the
period covered by such statement, the numbers and markinags
required by § 5 hereof and by the CSA have been preserved

or replaced. In furnishing the portion of any such state-
ment referred to in (a) above, the Lessee may, to the extent
reasonably appropriate, incorporate information by reference
to another document; provided, however, that a copy of any
incorporated document (or relevant portions thereof) shall
also be furnished to the Lessor and the Vendor with any such
statement. The Lessor, at its sole cost and expense, and
subject to Lessee's applicable secrecy, safety and security
regulations for the property involved, shall have the right
by its agents, to inspect the Units and the Lessee's records
with respect to matters reasonably related hereto at such
reasonable times as the Lessor may request during the contin-
uance of this Lease.

§ 9. Disclaimer of Warranties; Compliance
with Laws and Rules; Indemnification. THE LESSOR MAKES MNO
WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS
TO THE DESIGN OR CCNDITION OF, OR AS TO THE CUALITY OF THE
MATERIAL, EQUIPMENT OR WORKMANSHIP IN, THE UNITS DELIVERED
TO THE LESSEE HEREUNDER, AND THE LESSOR MAKES NG WARRANTY
OF MERCHANTARILITY OR FITNESS OF THE UNITE FOR ANY PARTICU-
LAR. PURPOSE OR AS TO TITLE TO THE UNITS OR ANY COMPONENT
THEREOF, OR ANY OTHER REPRESENTATION OR WARRANTY, EXPRESS
Ck IMPLIED, WITH RESPECT TO ANY UNIT, EITKER UPON DELIVERY
TEERECF TO THE LESSEE OR OTHERWISE, it being agreed that
all such risks, as between the Lessor and the Lessee,
are to be borne by the Lessee; but the Lessor 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 Lessor and/or the Lessee, as their
interests may appear, at the Lessee's sole cost and
expense, whatever claims and rights the Lessor may have
against any Builder under the provisions of Items 3 and 4
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of Annex A of the CSA and any proceeds recelved oy tne
Lessor in respect thereof snail te 1nameuliately paia over

to the Lessee; groviaced, aowever, tnat 1f at any time an
CLvent of Cefault snall have occurrea ana oe continuing, tae
Lessor may upon written notice to tne Lessee assert ana
entorce, at tne Lessee's sole cost ana expense, suchi claims
anc rignts and receive the benefits of any such proceeas.
The Lessor snall have no responsibility or lianility to tne
Lessee or any other person with respect to any ot the
following: (i) any liapility, loss or damage caused or
alleged to be caused directly or indirectly by any Units or
oy any inadequacy thereof or deficiency or aefect tnerein
or by any other circumstances in connection tnerewith;

{1i) the use, operation or performance of any Units or any
risks relating thereto; (iiil) any interruption of service,
loss of business or anticipated profits or consejuential
damages; or (iv) the delivery, operation, servicing,
maintenance, repair, improvement or replacement of any
Units. The Lessee's delivery of a Certificate of Accept-
ance shall be conclusive evidence as between the Lessee

and the Lessor that tne Units described therein are in all
the foregoing respects satisfactory to the Lessee, ana the
Lessee will not assert any claim of any nature whatsocever
against the Lessor based on any of the foregoing matters,

The Lessee shall notify Lessor of, and shall, at
the Lessee's sole cost and expense, make or proviae all
improvements, alterations, modifications, additions,
attachments, or other equipment, or changes (hereinafter
collectively called "Improvements") to tie Units or any of
them deemed necessary or desiraole py any Federal, state or
local governmental body or agency or the interchange rules
of the Association of American Railroads (hereinafter
called "legally required Improvements"). Any legally
reguired Improvement and any other Improvements which are
not readily removable without causing material dcamage to a
Unit (hereinafter called "nonseverable Improvements") shall
be and immediately become tne property of Lessor ana
supject to the terms of the Lease. So long as Lessse 1S
not in default hereunder, Lessee may, upon notice to
Lessor, at Lessee's sole cost ana expense, make otner
nonseverable Improvements to a Unit, wnich are not legally
required Improvements; provided, however, tnat (1) the
value of the Unit is not reduced therepby, (2) such
Improvements will not cause the Unit to become limitea use
prcperty, or materially alter or reduce 1ts general use-
fulness, (3) such Improvements will not increase tne
productivity or capacity of the Unit in excess of 25% and
(4) the cumulative deflated cost (as defined in Rev. Proc.
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79-48) of any and all such nonseverable Improvements, exclu-
sive of any legally required Improvements involving compli-
ance with health, safety and environmental standards, does
not exceed 10% of the Lessor's cost of each Unit. So long as
Lessee is not in default hereunder, Lessee may, upon notice
to Lessor, at Lessee's sole cost and expense, make other
readily removable Improvements to a Unit provided that such
Improvements do not cause material damage to the Unit or
reduce its value or general usefulness. Any such readily
removable Improvements shall remain the property of Lessee
and be removed by Lessee, at its expense, upon or prior to
return of any Unit to the Lessor pursuant tc § 11 or § 14
hereof, and if not so removed by Lessee may be removed by
Lessor without liability to Lessee therefor. Any and all
costs of removal and repair shall be for Lessee's account.
Lessor is hereby granted a security interest in and to any
such readily removable Improvements to secure all of Lessee's
obligations hereunder. Nothing herein shall be deemed to
preclude Lessor and Lessee from negotiating the lease financ-
ing hereunder (including Improvement Financing as provided

in Paragraph 2 of the Participation Agreement) for any
proposed Improvements.

The Lessee agrees to indemnify, protect and hold
harmless the Lessor and the Vendor from and against all
losses, damages, injuries, liabilities, (including, without
limitation, strict liability in tort) claims and demands
whatsoever, regardless of the cause thereof, and expenses
in connection therewith, including, but not limited to,
counsel fees and expenses, patent liabilities, penalties
and interest, arising out of or as the result of the
entering into or the performance of, or the occurrence of a
default, an event of default or an Event of Default under,
the CSA, the Participation Agreement or this Lease, the
ownership of any Unit, the ordering, acquisition, use,
operation, condition, purchase, delivery, rejection,
storage or return of any Unit or any accident in connection
with the operation, use, condition, possession, storage or
return of any Unit resulting in damage to property or
injury or death to any person, except as otherwise provided
in § 14 of this Lease or the transfer of title to the
Equipment by the Vendor pursuant to any provision of the
CSA. The indemnities arising under this paragraph shall
continue in full force and effect notwithstanding the full
payment of all other obligations under this Lease or the
expiration or termination of the term of this Lease. To
the extent the Lessee is required to provide protection or
indemnification hereunder, the Lessee may select counsel
(which will be reasonably acceptable to the Lessor) and
direct counsel's actions in respect thereof.
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The indemnities contained in this § 9 shall not
extend to any loss, damage, injury, liapility, claim,
demand, cost, charge or expense incurtred by any Llndemnified
party (a) caused »ny the wilful misconcuct or gross negli-
gence of such indemnified party, (b) resulting from acts
or events with respect to any Unit which commence arcter
sucn Unit has been returned to the Lessor in accoraance
with § 14 hereof, {(c¢) caused by the violation by such
indemnified party of any banking, investment, insurance or
securities law, rule or regulation applicable to it
(unless such violation shall be the result of any written
misrepresentation, violation or act of the Lessee),

(a) arising from the breach of an express duty, ooliga-
tion, representation or warranty of such indemnified party
made herein or in any of the documents related to the
transactions contemplated hereby, or {(e) which is related
to the lien, charge, security interest or other encuinorance
which the Lessee is not required by § 1z nereof to dis-
charge or in any of the other documents related to the
transactions contemplated hereby to be borne by sucn
indemnified party.

Upon request by tne Lessor, the Lessee will
prepare and deliver to the Lessor within a reasonable time
prior to the required date of filing {or, to the extent
permissible, file on behalf of the Lessor) any and all
reports (other than tax returns except as required by the
provisions of § 6 hereof) to be filed by the Lessor with
any Federal, state or other regulatory authority by reason
of the ownership by the Lessor or the Vendor of tane Units
or the leasing thereof to the Lessee.

§ 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. default shall be made in payment of any
amount provided for in § 3, 7 or 13 hereof, anda such
default snall continue for 10 days;

B. the Lessee shall make or permit any unautho-
rized assigniient or transfer of this Lease, or any
interest herein, or of the right to possession of the
Units, or any thereof;

C. default shall be made in the observance or

performance of any other of the covenants, conditions
and agreements on the part of the Lessee containea
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herein or in the Participation Agreement or in the
Indemnity Agreement, and such default snall continue
for 25 days after written notice from the Lessor or
the Vendor to the Lessee specifying the default and
demanding that the same be remedied;

D. any representation or warranty made by the
Lessee herein or in the Participation Agreement or
in the Indemnity Agreement or in any certificate or
statement furnished to the Lessor pursuant to or in
connection with any such agreements proves untrue in
any material respect as of the date of issuance or
making thereof;

E. any proceedings shall be commenced by or
against the Lessee for any relief which includes, or
might result in, any modification of the obligations
of the Lessee under this Lease, the Participation
Agreement or the Consent, under any bankruptcy or
insolvency laws, or laws relating to the relief of
debtors, readjustments of indebtedness, reorganiza-
tions, arrangements, compositions or extensions
(other than a law which does not permit any readjust-
ments of the obligations of the Lessee hereunder)
and, unless such proceedings shall have been dis-
missed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall
continue in force or such ineffectiveness shall
continue), all the obligations of the Lessee under
this Lease, the Participation Agreement and the
Consent shall not have been and shall not continue
to have been duly assumed in writing, pursuant to a
court order or decree, by a trustee or trustees or
receiver or receivers appointed in such proceedings
in such manner that such obligations shall have the
same status as obligations incurred by such a trustee
or trustees or receiver or receivers, within 60 aays
after such proceedings shall have been commenced; or

F. an event of default set forth in Article 15
of the CSA shall have occurred as a result of any
default by the Lessee in performing any of its
obligations hereunder or under the Consent;

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

(a) proceed by appropriate court action or
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actions either at law or in equity, to enforce
rerformance by the Lessee of the applicable covenants
of this Lease or to recover damages for the oreach
thereof; cr

(b) by notice in writing to the Lessee (specif-
ically identifying the Event of Default) terminate
tr.1s Lease, whereupon all rignts of the Lessee to the
use of the Units snall absolutely cease and terminate
as though this Lease had never been made, but the
Lessee shall remain liable as herein provided; and
tnereupon the Lessor may by its agents enter upon the
premises of the Lessee or other premises where any of
the Units may be and take possession of all or any of
sucn Units and thenceforth hold, possess, sell,
operate, lease to others and enjoy the same free from
any right of the Lessee, or 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 but applying any proceeds (net of
expenses as determined by the Lessor) arising there-
from against tne liabilities of the Lessee herein;
but the Lessor shall, nevertheless, have a right to
recover from the Lessee any and all amocunts which
under the terms of this Lease may be then due or
whicn may have accrued to the date of such termina-
tion (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
wnich 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 a bargain and not as a
penalty, whichever of the foilowing amounts tne
Lessor, in its sole discretion, shall specify: (x) a
sum, with respect to eacn Unit, equal to the excess
of the present value, at the time of such termina-
tion, 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 tne term of this Lease as to sucn Unit over
the then present value of the rental which the
Lessor 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 5% per annum
discount, compounded semiannually from the respective
dates upon which rentals would have been payable
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hereunder had this Lease not been terminated or

(y) an amount egual to the excess, if any, of the
Casualty Value as of tne rental payment date on or
next preceding the date of termination over the
amount the Lessor reasonably estimates to be

the sales value of such Unit at such time; provided,
however, that in the event the Lessor shall have
sold any Unit, the Lessor, in lieu of collecting any
amounts payable to the Lessor by the Lessee pursuant
to the preceding clauses (x) and (y) of this sub-
paragraph (b) with respect to such Unit, may, if it
shall so elect, demand that the Lessee pay the
Lessor and the Lessee shall pay to the Lessor 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, if 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.

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
any of the foregoing remedies and for all reasonable
attorneys' fees and other costs and expenses incurrea by
reason of the occurrence of any Event of Default or the
exercise of the Lessor'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 Lessor shall not be deemed exclusive, but shall be
cumulative and may be exercised concurrently or consecu-
tively, and shall be in addition to all other remedies in
its favor existing at law or in equity. The Lessee
hereby waives any mandatory requirements of law, now or
hereafter in effect, which might limit or modify the
remedies herein provided, to the extent that such waiver
is not, at the time in question, prohibited by law. The
Lessee hereby waives any and all existing or future
claims to any offset against the rental payments due
hereunder, and agrees to make such payments regardless of
any offset or claim which may be asserted by the Lessee
or on its behalf.




The failure of the Lesscr to exercise the
rignts granted it hereunder upon the occurrence of any of
tne contingencies set forth herein shall not constitute a
walver of any such right upon the continuation or recur-
rence of any sucnh contingencies or similar contingencies.

The Lessee agrees to furnish the Vendee and the
Venaor, promptly upon any responsible officer becoming
aware of any condition which constituted or constitutes
an Event of Default under this 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 tne
purposes of this paragraph, a "responsipnle officer" shall
mean, witn respect to the subject matter of any covenant,
agreement or obligation of the Lessee in this Lease
contained, any corporate officer of the Lessee who, in
the normal performance of his operational responsibil-
ities, would have knowledge of such matter and tnhe
requirements of this Lease with respect thereto.

§ 117. 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
Lessor. Each Unit so delivered shall be in the same
operating order, repair and condition as when originally
delivered to the Lessee, reasonable wear and tear excepted,
and meet the standards then in effect of the Interchange
Rules of the Association of American Railrovaas ana/or the
applicable rules of any governmental agency or other
organization with jurisdiction. For the purpose of
delivering possession of any Unit or Units to the Lessor
as above reguired, the Lessee shall at its own cost,
expense and risk:

(a) forthwith and in the usual manner (including,
but not by way of limitation, giving prompt tele-
graphic and written notice to the Association of
American Railroads and all railroads to which any
Unit or Units have been interchanged to return the
Unit or Units so interchanged) place such Units upon
such storage tracks of the Lessee or any of its
affiliates or, at the expense of the Lessee, on any
other storage tracks, as the Lessor reasonably may
designate;

(b) permit the Lessor to store such Units on
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such tracks at the risk of the Lessee without charge f
for insurance, rent or storage until such Units have
been sold, leased or otherwise disposed of by the
Lessor; and

(c) transport the same to any place on any
lines of railroad or to any connecting carrier for
shipment, all as directed by the Lessor.

The assembling, delivery, storage, insurance and trans-
porting of the Units as hereinbefore provided shall be at
the expense and risk of the Lessee and are of the essence
of this Lease, and upon application to any court of
equity having jurisdiction in the premises the Lessor
shall be entitled to a decree against the Lessee requiring
specific performance of the covenants of the Lessee so to
assemble, deliver, store and transport the Units. During
any storage period, the Lessee will, at its own cost and
expense, insure, maintain and keep the Equipment in good
order and repair and will permit the Lessor or any person
designated by it, including the authorized representative
or representatives of any prospective purchaser or lessee
of any such Unit, to inspect the same. All amounts
earned in respect of the Units after the date of termina-
tion of this Lease shall belong to the Lessor and, if
received by the Lessee, shall be promptly turned over to
the Lessor. In the event any Unit is not assemblegd,
delivered and stored, as hereinabove provided, within 60
days after such termination, the Lessee shall, in addition,
pay to the Lessor for each day thereafter an amount equal
to the amount, if any, by which .035651% of the Purchase
Price of such Unit for each such day exceeds the actual
earnings received by the Lessor 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 Lessor as the
agent and attorney of the Lessee, with full power and
authority, at any time while the Lessee is obligated to
deliver possession of any Unit to the Lessor, to demand
and take possession of such 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 shall be assignable in whole or in part by the
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Lessor to the Vendor or, with the consent of the Investors
(which consent shall not unreasonably be withheld), to

other institutional investors, but the Lessee shall be under
no ooligation to any assignee of the Lessor except upon
written notice of such assignment from the Lessor. All the
rights of the Lessor hereunder (including, but not limited
to, the rights under §§ 6, 7, 9 and 10 and the rights to
receive the rentals payable under this Lease) shall inure

to the benefit of the Lessor's assigns including the

Vendor, except as may be limited in any assignment thereof.

So long as the Lessee shall not be in default
under this Lease the Lessee shall be entitled to the
possession and use of the Units in accordance with the
terms of this Lease but, without the prior written
consent of the Lessor and the Vendor, neither of which
shall be unreasonably withheld, the Lessee shall not
assign or transfer its leasehold interest under this
Lease in the Units or any of them except, and then
only so long as the Lessee shall not then be in default
under this Lease (and subject to this Lease and to the
rights of the Lessor hereunder, and without releasing the
Lessee from its obligations hereunder), to an Affiliate,
or under a written sublease toc a railroad classified by
the Interstate Commerce Commission as a Class I railroad
or to a responsible company, as determined by the Lessee,
subject in each case to the written consent of the Lessor
and the Vendor, neither of which shall be unreasonably
withheld; and the Lessee shall not, without such written
consent, except as provided in this § 12 part with the
possession of, or suffer or allow to pass out of its
possession or control, any of the Units. For the
purpose of this § 12, "Affiliate" shall mean any corpora-
tion which, directly or indirectly, controls or is
controlled by, or is under common control with, the
Lessee. For the purposes of this definition, "control
(including controlled by and under common control with)",
as used with respect to any corporation, shall mean the
pcssession, directly or indirectly, of the power to
direct or cause the direction of the management and
policies of such corporation, whether through the owner-
ship of voting securities or by contract or otherwise.
Every such sublease shall expressly subject the rights of
the sublessee under such sublease to the rights of the
Lessor in respect of the Units covered by such sublease



in the event of the happening of an Event of Default.

The Lessee, at its own expense, will promptly pay or
discharge any and all sums claimed by any party which, if
unpaid, might become a lien, charge, security interest or
other encumbrance (other than an encumbrance created by
the Lessor or the Vendor or resulting from claims against
the Lessor or the Vendor not related to the ownersnip of
the Units) upon or with respect to any Unit or the
interest of the Lessor, the Vendor or the Lessee therein,
and will promptly discharge any such lien, claim,
security interest or other encumbrance which arises. The
Lessee shall not, without the prior written consent of
tne Lessor, part with the possession or control of, or
sufrfer or allow to pass out of its possession or control,
any of the Units, except to the extent permitted by the
provisions of the immediately succeeding paragraph.

So long as the Lessee shall not be in default
under this Lease, the Lessee shall be entitled to the
possession of the Units and to the use of the Units by it
or any Affiliate upon lines of railroad owned or operated
by it or any such Affiliate or upon lines over which the
Lessee or any such Affiliate has or obtains trackage or
other operating rights or over which railroad equipment
of the Lessee or any such Affiliate is regularly operated
pursuant to contract, and also to permit the use of the
Units upon connecting and other carriers in the usual
interchange of traffic or pursuant to run-through agree-
ments, but only upon and subject to all the terms and
conditions of this Lease; provided, however, that the
Lessee shall not assign or permit the assignment of any
Unit to service involving the regular operation and
maintenance thereof outside the United States of America.
The Lessee may receive and retain compensation for such
use from other railroads so using any of the Units.

Nothing in this § 12 shall be deemed to restrict
the right of the Lessee to assign or transfer its lease-
hold interest under this Lease in the Units or possession
of the 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 duly assumed the
obligations of the Lessee hereunder and under the Partici-
pation Agreement and the Consent (as defined in the CSA))
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,
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provided that such assignee or transferee will not, upon
the effectiveness of such merger, consolidation or
acquisiticn, be in default under any grovision of tnis
Lease.

§ 13. Renewal Option 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 Lessor
not less than 60 days prior to the end of the original
term elect to extend the term of this Lease in respect of
all (but not fewer than all) the Units in any Group of
Units (as defined in § 7 hereof) then covered by this
Lease, for one additional five-year period commencing on
the scheduled expiration of the original term at a semi-
annual rental of 2.916852% of the Purchase Price of
each Unit then subject to this Lease, payable in semiannual
payments on each semiannual anniversary of the original
term.

Provided that this Lease has not been earlierx
terminated and the Lessee is not in default hereunder,
in the event the Lessor elects to sell any Units to third
parties within a period of one year after the expiration
of the original or any extended term of this Lease, the
Lessee shall be given 60 aays' prior written notice of
such intention prior to the expiration of such period.
In the event that during such one-year period the Lessor
shall receive a bona fide offer from another party
unrelated to the Lessee to purchase the Units and the
Lessor elects to sell the Units pursuant to such offer,
the Lessor shall give prompt written notice to the Lessee
of such offer. Such notice shall include the price and
the terms and conditions of payment offered by the other
party to the Lessor. The Lessee shall have the sole
right and option to purchase the Units for cash at the
price at which the Units are proposed to be sold or under
the other terms and conditions of payment offered by
the other party. The Lessee may exercise such purchase
rignt by delivery to the Lessor of a written notice
within 15 days of receipt of notice of the proposed sale
from the Lessor specifying a date of purchase, which adate
shall not be later than 20 days after the date of delivery
of such notice by the Lessee to tne Lessor.

§ 14, Return of Units upon Expiration of Term.
As soon as practicable but not longer than 60 days after
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the expiration of the original or extended term of this
Lease, the Lessee will, at its own cost and expense, at

the request of the Lessor, deliver possession of each

Unit to the Lessor upon such storage tracks of the Lessee
(at not more than three locations) as the Lessee may
designate and permit the Lessor to store such Unit on such
tracks for a period not exceeding 90 days and transport

the same, at any time within such 90-day period, to the
nearest railroad interconnection, all as directed by the
Lessor, the movement and storage of such Units to be at the
expense and risk of the Lessee. During any such storage
period the Lessee will, at its own cost and expense,
insure, maintain and keep each Unit in good order and
repair and will permit the Lessor or any person designated
by it, including the authorized representative or repre-
sentatives of any prospective purchaser, lessee or user

of such Unit, to inspect the same; provided, however,

that the Lessee shall not be liable, except in the case

of negligence of the Lessee or of its employees or agents,
for any injury to, or the death of, any person exercising,
either on behalf of the Lessor or any prospective purchaser,
lessee or user, the rights of inspection granted under this
sentence. Each Unit returned to the Lessor 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, and (ii) meet the
standards in effect upon the expiration of this Lease

under the Interchange Rules of the Association of American
Railroads and/or the applicable rules of any governmental
agency or other organization with jurisdiction. The
assembling, delivery, storage and transporting 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 Lessor shall be entitled
to a decree against the Lessee requiring specific perfor-
mance of the covenants of the Lessee so to assemble,
deliver, store and transport the Units. All amounts earned
in respect of the Units after the date of termination of
this Lease shall belong to the Lessor and, if received by
the Lessee, shall be promptly turned over to the Lessor.

§ 15. Recording. The Lessee, at its own expense,
will cause this Lease, the CSA and any assignment hereof or
thereof to pbe filed and recorded with the Interstate Commerce
Commission pursuant to 49 U.S.C. § 11303. The Lessee will
undertake the filing, registering, deposit, and recording
required of the Lessor under the CSA and will from time to
time do and perform any other act and will execute, acknowl-

L-26




provided that such assignee or transferee will not, upon
the effectiveness of such merger, consolidation or
acguisiticn, be in Gefault under any grovision of tnis
Lease.

§ 13. Renewal Option 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 Lessor
not less than 60 days prior to the end of the original
term elect to extend the term of this Lease in respect of
all (but not fewer than all) the Units in any Group of
Units (as defined in § 7 hereof) then covered by this
Lease, for one additional five-year period commencing on
the scheduled expiration of the original term at a semi-
annual rental of 2.916352% of the Purchase Price of
each Unit then subject to this Lease, payable in semiannual
payments on each semiannual anniversary of the original
term.

Provided that this Lease has not been earlier
terminated and the Lessee is not in default hereunder,
in the event the Lessor elects to sell any Units to third
parties within a period of one year after the expiration
of the original or any extended term of this Lease, the
Lessee shall be given 60 aays' prior written notice of
such intention prior to the expiration of such period.
In the event that during such one-year period the Lessor
snall receive a bona fide offer from another party
unrelated to the Lessee to purchase the Units and the
Lessor elects to sell the Units pursuant to such offer,
the Lessor shall give prompt written notice to the Lessee
of such offer. Such notice shall include the price and
the terms and conditions of payment offered by the other
party to the Lessor. The Lessee shall have the sole
right and option to purchase the Units for cash at the
price at which the Units are proposed to be sold or under
tne other terms and conditions of payment offerea by
tne other party. The Lessee may exercise such purchase
right by delivery to the Lessor of a written notice
within 15 days of receipt of notice of the proposed sale
from the Lessor specifying a date of purchase, which date
shall not be later than 20 days after the aate of delivery
of such notice by the Lessee to the Lessor,

§ 14. Return of Units upon Expiration of Term.
As soon as practicable but not longer than 60 days after
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the expiration of the original or extended term of this
Lease, the Lessee will, at its own cost and expense, at

the request of the Lessor, deliver possession of each

Unit to the Lessor upon such storage tracks of the Lessee
(at not more than three locations) as the Lessee may
designate and permit the Lessor to store such Unit on such
tracks for a period not exceeding 90 days and transport

the same, at any time within such 90-day period, to the
nearest railroad interconnection, all as directed by the
Lessor, the movement and storage of such Units to be at the
expense and risk of the Lessee. During any such storage
period the Lessee will, at its own cost and expense,
insure, maintain and keep each Unit in good order and
repair and will permit the Lessor or any person designated
by it, including the authorized representative or repre-
sentatives of any prospective purchaser, lessee or user

of such Unit, to inspect the same; provided, however,

that the Lessee shall not be liable, except in the case

of negligence of the Lessee or of its employees or agents,
for any injury to, or the death of, any person exercising,
either on behalf of the Lessor or any prospective purchaser,
lessee or user, the rights of inspection granted under this
sentence. Each Unit returned to the Lessor 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, and (ii) meet the
standards in effect upon the expiration of this Lease

under the Interchange Rules of the Association of American
Railroads and/or the applicable rules of any governmental
agency or other organization with jurisdiction. The
assembling, delivery, storage and transporting 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 Lessor shall be entitled
to a decree against the Lessee requiring specific perfor-
mance of the covenants of the Lessee so to assemble,
deliver, store and transport the Units. All amounts earned
in respect of the Units after the date of termination of
this Lease shall belong to the Lessor and, if received by
the Lessee, shall be promptly turned over to the Lessor.

§ 15. Recording. The Lessee, at its own expense,
will cause this Lease, the CSA and any assignment hereof or
thereof to be filed and recorded with the Interstate Commerce
Commission pursuant to 49 U.S.C. § 11303. The Lessee will
undertake the filing, registering, deposit, and recording
required of the Lessor under the CSA and will from time to
time do and perform any other act and will execute, acknowl-
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edge, deliver, file, register, record (ana will refile,
reregister, deposit and redeposit or rerecord whenever
required) any and all further instruments required by law or
reasonanly requested by the Lessor or the Vendor for the
purpose of proper protection, to their satisfaction, of the
Vendor's and the Lessor's respective interests in the Units,
or for the purpose of carrying out the intention of this
Lease, the CSA and the assignment thereof to the Vendor;

and the Lessee will promptly furnish to the Vendor and

the Lessor evidence of all such filing, registering, deposit-
ing or recording, and an opinion or opinions of counsel for
the Lessee with respect thereto satisfactory to the Vendor
and the Lessor. This Lease and the CSA shall be filed and
recorded with the Interstate Commerce Commission prior to the
delivery and acceptance hereunder of any Unit.

§ 16. Interest on Overdue Rentals. Anything to
the contrary hereln contained notwithstanaing, any nonpayment
of rentals and other obligations due hereunder shall result
in the obligation on the part of the Lessee promptly to pay,
to the extent legally enforceable, an amount egual to the
greater of (a) 15% per annum or (b) the rate per annum equal
to the fluctuating base rate charged by The Security Pacific
Bank for 90-day locans to substantial and responsible commer-
cial borrowers as such base rate shall change from time to
time, each change in such rate to become effective on the
effective date of each change in such base rate as announced
by such Bank, on the overdue rentals and other obligations
for the period of time during which they are overdue or suci
lesser amount as may be legally enforceable.

§ 17. Notices. Any notice required or permitted
to be given by either party hereto to the other shall be in
writing and effective upon delivery, addressed as follows:

(a) if to the Lessor, at One Embarcadero Center,
San Francisco, California 94111, Attention of
Manager, Operations Department--~LEV;

(b) if to the Lessee, at 2020 Dow Center,
Midland, Michigan 48640, Attention of Treasurer-Dow
Chemical, U.S.A.;

or addressed to either party at such other address as such
party shall hereafter furnish to the other party in writing.
Copies of each such notice shall be given to the Vendor at
Two Hopkins Plaza, Baltimore, Maryland 21203, attention of
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Corporate Trust Department.
d

§ 18. Severability; Effect and ioaification of
Lease. Any provision of tnis Lease which is prohibited or
urenforceable in any jurisdiction, shall be, as to sucn
jurisaiction, ineffective to the extent of such prohibition
or unenforceability without invalidatiny the remaining
provisions hereof, and any such prohibition or unenrtforce-
ability in any jurisdiction shall not invalidate or render
unenforceanle such gprovision in any other jurisdiction.

Except. for the Participation Agyreement and the
Inademnicty Agreement, this Lease exclusively anu completely
states the rights and obligations of the Lessor and thne
Lessee with respect to tne leasing of the Units ana super-
sedes all other agreements, oral or written, with respect
tilereto. No variation or modification of this Lease and
no waiver of any cf its provisions or conditions shall be
valid unless in writing and 51uned by duly authorized
signatories for the Lessor and tne Lessee.

' § 19, Execution. This Lease may be executea in
several counterparts, such counterparts toygether constitut=-~
ing but ‘'one and the same instrument, but the counterpart
delivered to the Vendor pursuant to the Lease Assignment
snall be Geemed to be the original, and all cther counter-
parts shall be deemed duplicates thereof. althougn for
convenience tnis 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 acknowledgments hereto annexed.

§ 20, Law Governing.. The terms of this Lease
and all rights and obligations hereunder shall be governed
by the laws of the State of Michigan; provided, however,
that the partles shall be entltlea to all rights conterred
by 49 U.S.C. § 11303.

§ 21.- No Guarantee of CSA Inaebtedness or
Residual Value. Nothing 1in this Agreement 1s 1intended
or shall be construed to constitute a guarantee by the
Lessee of the CSA Indebtedness of the Vendee under the
CSA or a guarantee of the residual value of any Unit.

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

[Corporate Seal]

Attest:

Assistant Secretary

[Corporate Seal]

Attest:

Secretary

THE DOw CHEMICAL COMPANY,

by

SECURITY PACIFIC EQUIPMENT
LEASING’ IINC- [ 4

by -
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STATE OF MICEIGAN,)

) ss.:
COUNTY OF MIDLAND,)
On this day of 1981 before me
personally appeared , to me personally

known, who, being by me duly sworn, says that he is the Vice
President of THE DOW CHEMICAL COMPANY, that one of the seals
affixed to the foregoing instrument is the corporate seal ot
said Corporation, that said instrument was signed and sealed
on behalf of said Corporation by authority of its Board of
Directors, and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said
Corporation.

Notary Public
[Notarial Seal]
My Commission expires

. Y R
RTINS R

a2, ad St 3

STATE OF &8t//70R1177 ,)
) ss.:
COUNTY OF San/ r#Agwe.s500 )
On this0#4 day of \#%Uaﬂﬂ/’ 1981 before me
personally appeared /ocisner B Lucssr , to me personally

known, who, being by me duly sworn, says thatshe is

lonrrBly fAomm 57887272 of SECURITY PACIFIC EQUIPMENT
LEASING, INC., that one of the seals affixed to the foregoing
instrument is the corporate seal of said Corporation and that
said instrument was signed and sealed on benalf of said
Corporation by authority of its Board of Directors and she
acknowledged that the execution of the foregoing instrument
deed of said Corporation.

OFFICIAL SEAL
GAIL D. SMEDAL

ZPAEE) Notary Public - California )
as? City and County of o \ [:, e ot

SAN FRANCISCO Notary Fublic

My Commission Expires Apnl 21, 1981 |}

My Commission expires %ébﬂﬁ/
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Type

100 ton CF

2980 Center-
flow covered
hopper cars

100 ton
25,000 gal.
tank cars

15,950 gal.
caustic soda
tank cars

20,000 gal.
ethanolamine
tank cars

25,200 gal.
ethylene
oxide

tank cars

28,800 gal.
Muriatick
Acid tank
cars

Specifications

SCHEDULE A T

O LEASE

of the Ecuipment

Builder

ACF
Industries,
Inc.

ACF
Industries,
Inc.

General American
Transportation
Corporation

General American
Transportation
Corporation

General American

Transportation
Corporation

Richmond Tank
Car Company

L-3

Quantity

47

13

55

23

18

1

Lessee's
Identification

Numbers
(Both Inclusive)

DOWX 2711-2757

DOWX 8465-8477

DOWX 7030-7084

DOWX 3264-3270

DOWX B8402-8424

DOWX 6856-6873



SCHEDULE B TO LEASE

Casualtyv Values

Payment Date Percentage
1/1/82 112.22347
7/1/82 111.83654
1/1/83 115.43458
7/1/83 115.01005
1/1/84 117.89247
7/1/84 117.42183
1/1/85 119.64282
7/1/85 119.11399
1/1/86 120.72353
7/1/86 120.12580
1/1/87 121.17613
7/1/87 120.50116
1/1/88 121.04705
7/1/88 120.28919
1/1/89 120.38826
7/1/89 119.54488
1/1/90 ' 119.25794
7/1/90 118.32980
1/1/91 117.72127
7/1/91 116.72379
1/1/92 114.70969
7/1/92 112.43050
1/1/93 110.13967
7/1/93 107.70203
1/1/94 105.19745
7/1/94 102.59357
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Casualtyv Values

Payment Date Percentaae
1/1/95 99.90553

. 7/1/95 97.12444
1/1/96 94.24390
7/1/96 91.27059
1/1/97 88.18729
7/1/97 85.00653
1/1/98 81.70704
7/1/98 78.30236
1/1/99 74,.76987
7/1/99 71.12396
1/1/2000 67.37684
7/1/2000 ’ 63.56617
1/1/01 59.67529
7/1/01 55.72901




SCHEDULE C TO LEASE

Payment Da

Termination Values

te

1/1/1992
7/1/1992

1/1/1993
7/1/1993

1/1/1994
7/1/1994

1/1/1995
" 7/1/1995

1/1/1996
7/1/1996

1/1/1997
7/1/1997

1/1/1998
7/1/1998

1/1/1999
7/1/1999

1/1/2000
7/1/2000

1/1/2001
7/1/2001
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Percentage
Surplus Obsolete
114.74740 114.70969
112.46488 112.43050
110.17094 110.13967
107.73039 107.70203
105.22308 105.19745
102.61661 102.59357
99.92612 99.,90553
97.14268 97.12444
94,25990 94,24390
91.,28447 91,27059
88.19915 88.18729
85.01650 85.00653
81.71525 81.70704
78.30894 78.30236
74.77474 74.76987
71.12718 71.12396
67.37871 67.37684
63.56703 63.56617
59.67551 59.67529
55.72901 55.72901




