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Enclosed are an original and one copy of four docu-
ments described below, to be recorded pursuant to Section 11303
of Title 49 of the U.S. Code.

The documents to be recorded are a Lease of Railroad
Equipment (Attachment 1), dated as of December 10, 1987;
Lease Supplement No.

1 (Attachment 2), dated as of December

11, 1987; a Loan and Security Agreement (Attachment 3), dated

as of December 10, 1987; and Supplement No. 1

Security Agreement (Attachment 4),
1987.

to Loan and

dated as of December 11,



SIDLEY & AUSTIN WasHINGTON, D.C.

The names and addresses of the parties to the respec-

tive documents are as follows:

Lease of Railroad Equipment:

Lessor: Wilmington Trust Company
Rodney Square North
Wilmington, Delaware 19890

Lessee: Sco Line Railrcad Company
Soo Line Building
105 South Fifth Street
Box 530
Minneapolis, Minnesota 55440

L.ease Supplement No. 1:

Lessor: Wilmington Trust Company
Rodney Square North
Wilmington, Delaware 19890

Lessee: Soo Line Railroad Company
Soo Line Building
105 South Fifth Street
Box 530
Minneapolis, Minnesota 55440



SIDLEY & AUSTIN WASHINGTON, D.C.

Loan and Security Agreement:

Owner Trustee: Wilmington Trust Company
Rodney Square North
Wilmington, Delaware 19890

Lender: The Prudential Insurance
Company 6f America
c/o PruCapital, Inc.
3701 Wayzata Boulevard
P.O. Box 1143
Minneapolis, Minnesota 55440

Supplement No. 1 to Loan and Security Agreement:

Owner Trustee: Wilmington Trust Company
Rodney Sgquare North
Wilmington, Delaware 19890

Lender: The Prudential Insurance
Company of America
c/o PruCapital, Inc.
3701 Wayzata Boulevard

P.O. Box 1143
Minneapolis, Minnesota 55440

A description of the equipment covered by these

doéuments is set forth in Attachment 5.

A fee of $40.00 is enclosed. Please return the
originals and any extra copies not needed by the Commission

for recordation to the undersigned.

A short summary of the documents, to appear in the

Commission's index, follows:



SIDLEY & AUSTIN WasHINGTON, D.C.

Lease of Railroad Equipment:

Lease of Railroad Equipment between Wilmington
Trust Company, Rodney Square North, Wilmington, Delaware
19890, Lessor, and Soo Line Railroad Company, Soo Line
Building, 105 South Fifth Street, Box 530, Minneapolis,
Minnesota 55440, Lessee, dated as of December 10, 1987, and
covering 21 General Motors EMD SD-60 Locomotives bearing

road numbers SO0 6000-6020, both inclusive.

Lease Supplement No. 1:

Lease Supplement between Wilmington Trust Company,
Rodney Square North, Wilmington, Delaware 19890, Lessor, and
Soo Line Railroad Company, Soo Line Building, 105 South Fifth
Street, Box 530, Minneapolis, Minnesota 55440, Lessee, dated
as of December 11, 1987, supplementing the Lease of Railroad
Equipment, dated as of December 10, 1987,vbetween Lessor and

Lessee, and covering 21 General Motors EMD SD-60 Locomotives.

Loan and Security Agreement:

Loan and Security Agreement between Wilmington

Trust Company, Rodney Square North, Wilmington, Delaware



SipLEY & AUSTIN WASHINGTON, D.C.

19890, Owner Trustee, and The Prudential Insurance Company of
America, c/o PruCapital, Inc., 3701 Wayzata Boulevard, P.O.

Box 1143, Minneapolis, Minnesota 55440, Lender, dated as of
December 10, 1987, and covering $18,720,000 Maximum Aggregate

Principal Amount 10.82% Secured Notes.

Supplement No. 1 to Loan and Security Agréement:

Supplement No. 1 to Loan and Security Agreement
between Wilmington Trust Company, Rodney Square North,
Wilmington, Delaware 19890, Owner Trustee, and The Prudential
Insurance Company of America, c¢/o PruCapital, Inc., 3701
Wayzata Boulevard, P.O. Box 1143, Minneapolis, Minnesota
55440, Lender, dated as of December 11, 1987, supplementing
the Loan and Security Agreement, dated as of December 10,

1987, between Owner Trustee and Lender, and covering $18, 720,000

Maximum Aggregate Principal Amount 10.82Y% Secured Notes.

Very truly yours,
Lrian X . Pk

Richard J. Flynn
Terence M. Hynes
Brian L. Rubin



x Attachment 3

LOAN AND SECURITY AGREEMENT

b 540§

Dated as of December 10, 1987 DEC11 1987 -1 45 pM

INTERSTATE COMMERCE COMMISSION

between

WILMINGTON TRUST COMPANY, not in its individual capacity,
except as otherwise set forth herein, but solelv as trustee
under the Trust Agreement referred to herein, Owner Trustee

and

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA, Lender

$18,720,000 Maximum Aggregate Principal Amount
10.82% Secured Notes
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LOAN AND SECURITY AGREEMENT

LOAN AND SECURITY AGREEMENT dated as of December 10, 1987
(this "Agreement"), between WILMINGTON TRUST COMPANY, a
Delaware banking corporation, not in its individual capacity
(except as otherwise expressly set forth hefein) but solely as
trustee under the Trust Agreement referred to in Section 1
below (the "Owner Trustee"), and THE PRUDENTIAL INSURANCE
COMPANY OF AMERICA, a New Jersey corporation (the "Lender").
Certain capitalized terms used herein have the respective

meanings attributed thereto in Section 1 hereof.

The Lessee, the Lender, the Owner Trustee and the Owner
Participant have entered into a Participation Agreement (the
"Participation Agreemenf”) dated as of the date hereof,
pursuant to which, and subject to the terms and conditions
thereof, (a) the Owner Trustee has agreed to purchase the
Locomotives (as hereinafter defined), (b) the Lessee has agreed
to lease the Locomotives from the Owner Trustee pursuant to the
terms and conditions of that certain Lease of Railroad
Equipment, dated as of the date hereof (as Supplemented and
amended from time to time in accordance with‘the terms'thereof
and hereof, the "Lease"), between the Owner Trustee and the
Lessee, (c) in order to finance a portion of'the Purchase Price

of the Locomoctives, the Owner Trustee has agreed to borrow

funds from the Lender and, to evidence such borrowings, the



Owner Trustee has agreed to execute and deliver to the Lender
one or more Notes, and (d) the Lender has agreed to purchase
the Notes. |

" The Lender has reqguested that in order to provide secufity
for, among other things, the payment of the principal of, and
interest on and premium, if any, on the Notes, the Owner
Trustee pledge, assign, mortgage and grant a security interest
in the property, rights and privilegesbhereinbelow described
constituting thé Collateral to and in favor‘of the Lender, and
the Owner Trustee is willing to do so.

The Owner Trustee desires by this Loan and Security
Agreement, among other things, to proﬁide for (a) the issuance
by the Owner Trustee of the Notes evidencing loans made to the
Owner Trustee as provided in the Participation Agreement, and
(b) the mortgage, assignment and pledge by ﬁhe Owner Trustee to
tﬁe Lender of all of the Owner Trustee's right, title and
interest in, to and under that certain purchase agreement dated
May 28, 1987 by and between Lessee and Manufacturer relating to
the purchase and sale of the Locomotives (as.the same may be
amended from time to time, the "Purchase Agreement"), the
Locomotives, the Lease and payments and other amounts received
hereunder or thereunder in accordance with the terms héreof
(excluding Exceptgd Rights in Collateral) as security for the
Owner Trustee's obligations to the holders Sf the Notes for the

benefit and security of such holders.



All of the requirements of law have been fully complied
with and all other acts and things necessary to make this
Agreement a valid, binding and legal instrument for the

security of the Notes have been done and performed.

GRANTING CLAUSE

A, To induce the Lender to purchase the Notes to
provide funds to the Owner Trustee to enablé it to pay a
portion of the Purchase Price of the Locomotives; in
consideration of the payment by the Lender to the Owner Trustee
of.the sum of $10, receipt of which is hereby acknowledged by
the Owner Trustee; and for other good and valuable
consideration, the receipt and adequacy of which are hereby
acknowledged, the Owner Trustee grants a security interest, as
set forth below, to secure the following obligations
(collectively referred to hereinafter as the "Secured
Obligations"):

(1) the payment of any and all principal, interest
and premium, if any, on the Notes according to the Notes
tenor and effect and any and all other premium, if any, and
any and all sums or other charges, including, without
limitation, attorney's fees and other expenses of
ccllection, which may become due and payable pursuant to
the Notes;

(ii) the payment of all indebtedness to the Lender
of whatever character created by any of the Operative

Documents;

!
(93]
!



(iii) the performance and observance by the obligors
thereunder of all conditions and covenants in the Notes, in
this Agreement, and all other Operative Documents;

(iv) the performance and observance by the Owner

Trustee of all conditions and covenants contained in this

Agreement and in the Participation Agreement; and

(v) any and all other obligations of any character
whaﬁsoever arising under any of thé Operative Documents
which may lawfully be secured.

To secure the said Secured Obligations, bwner Trustee does
hereby grant a security interest in the collateral described
below and otherwise bargain, sell, transfer,‘convey, warrant,
mortgage, assign, pledge and hypothecate for' purposes of
security the below described collateral, all‘the aforesaid
property (other than Excepted Rights in Collateral) unto the
Lender (all of which property is referred to herein as
"Collateral"), its successors and assigns, for the uses and
purposes and subject to the terms and provisions set forth in
this Agreement. The Collateral pledged hereby includes,
without limitation:

(a) all and singular of the Owner Trustee's properties,
rights, accounts, accounts receivable, choses in
action, interests, titles, notes, instruments,
contract rights, general intangibles, and privileges
together with the proceeds, products, offsprings and
rents thereon, whether now owned or hereafter acquired

excepting only Excepted Rights in Collateral;

-4~



(b) all right, title and interest of the Owner Trustee in
and to each Locomotive, together with all accessories,
equipment, parts and appurtenances appertaining or
attached to such Locomotive, whether now owned or
hereafter acquired, except such thereof as remain the
property of the Lessee under the Lease, and all
substitutions, renewals or replacements of and
additions, improvements, accessions and accumulations
to each such Locomotive except such thereof as remain
the property of the Lesses under the Lease, together
with all the rents, proceeds, issues, income, profits
and avails therefrom;

(c) &all right, title and interest of the Owner Trustee in,
to ana under (but none of its obligations with respect
to) the Lease and each Lease Supplement (as
hereinafter defined) including, without limitation,
(a) all amounts of Basic Rent, Supplemental Rent,
insurance proceeds and regquisition, indemnity and
other payments of any kind for or with respect to the
Locomotives, excluding Excepted Rights in Collateral,
(b) all rights of the Owner Trustee, except to the
extent included in Excepted Rights in Collateral, to
exercise any election or option or to make any
decisicn or determination or to give any notice,
consent, wailver or approval under or in respect of the

Lease or to accepi any surrender of the Locomotives as



(d)

(e)

if the Lender were named as "Lessor" in the Lease,

(c) all rights, powers and remedies on the part of the
Owner Trustee, whether arising under the Lease or by
statute or at law or in equity or otherwise, arising
out of any Event of Default or other event which with
the lapse of. time or the giving of notice, or both,
would constitute an Event of Default (each such other
event is herein referred to as a "Default"), except in
respect of a Default that is included in Excepted
Rights in Collateral and is n;t otherwise a Default
and (d) all rights of the Owner Trustee as a secured
party thereunder to the extent a security interest may
be deemed to be created by the Lease;

all right, title and interest of the Owner Trustee in,
to and under (but none of its obligations with respect
to) .that the Purchase Agreement Assignment pursuant to
which Lessee assigns to Owner Trustee all of Lessee's
right, title and interest in, to, and under the
Purchasé Agreement, the Bills of Sale, including,
without limitation, all right of the Owner Trustee to
exercise any election or option or to give any notice,
conéént,.waiver or approval or to take any other
action:uﬁder or in respect of the Bills of Sale,
except for Excepted Rights in Collateral;

all.mone&s and securities deposited or required to be

deposited with the Owner Trustee pursuant to any term



of this Agreement, the Lease or any other Operative
Document aﬁd held or required to be held by the Owner
Trustee hereunder;
(f) &all rents, issues, profits, products, revenues and
other income of the foregoing on all other property
"from time to time subjected or required to be
subjected to the lien of this Agreement, and all other
property or assets that Owner Trustee may now own or
hereafter acquire and all right, title and interest of
every nature whatsoever of the Owner Trustee in and to
the same and every part thereof, except for Excepted
Rights in Collateral; and
(g) all proceeds of the foregoing; '
excepting'and reserving the Excepted Rights in Collateral.
The Owner Trustee and the Lender contemplate that they
shall hereinaftfer enter into supplements to this Agreement
substantially in the form of Exhibit A hereto (individually
called a "Loan and Security Agreement Supple%ent" and
collectively the "Loan and Security Agreement Supplements")
with respect to some of the Collateral. Nothing contained in
any of the Loan and Security Agreement Supplements shall be
construed to impair or limit the.security interests granted
herein, it being the iﬁtention of the parties that the effect
of any such Loan and Security Agreement Suppiement shall be
merely to restate with more specificity the érant of security

interest set forth herein as to the specific items of



Collateral referenced in any such Loan and Security Agreement
Supplement.

B. Without limiting the generality of the foregoing,
further to secure payment, performance and opservance of the
Secured Obligations, and for the same consideration as set
forth above, the Owner Trustee hereby presently irrevocably
sells, assigns, transfers and sets over unto the Lender, its
successors and assigns, as security for the Owner Trustee's
obligations under this Loan and Security Agreement and the
Participation Agreement, all of the right, title and interest
of the Owner Trustee in, to and under (but none of the
obligations of Owner Trustee in respect'of) (i) the Lease, as
from time teo time supplemented or amended, including each Lease
Supplement thereto (except only Excepted Rights in Collateral),
{ii) 2ll monies and claims for monies due ana to become due to
the Owner Trustee and all claims for damages{ in respect of ény
Casualty Occurrence with respect to the Locomotives or any
thereof, and all ofher payments of any kind for or with respect
to such Locomotives (except only Excepted Rights in
Collaterai), (iii) all rights of the Owner Trustee (except as
set forth in Secticns 7.03 and 10.02 hereof énd to the extent
included in Excepted Rights in Collateral) to execute any
election or option or fo make any decision or determination or
to give any notice, consent, waiver or approval under or in
respect of the Lease or to accept any surrender of any

Locomotives or any part thereof, (iv) all rights, powers or



remedies on the part of the Owner Trustee, whether arising
under the Lease or by statute or at law or in equity, or
otherwise, arising out of any Default or Event of Default under
the Lease (except to the extent constituting Excepted Rights in
Collateral) and (v) the Bills of Sale. The assignment provided
for in this paragraph is intended to be a present assignment
and shall be effective immediately upon the execution of this
Loan and Security Agreement and is not conditioned upon the
occurfence of any Loan and Security Agreement Default or Event
of Default or any other contingency or event, |

Concurrently with the delivery hereof, the Owner Trustee is
delivering to fhe Lender the executed origigal counterpart of
the Lease.

C. It is expressly agreed that anything herein
contained to the contrary notwithstanding, the Owner Trustee
shall remain liable under the Lease anhd the Bills of Sale, to
the extent it is so liable, to perform all of the obligations
assumed by it thereunder, all in accordance with and pursuant
to the terms and provisions thereof. The Lender shall have no
obligation or liability under the Lease or the Bills of Séle by
reason of or arising out of the foregoing assignment, nor shall
the Lender be regquired or obligated in any manner, to ﬁerform
or fulfill any obligations of the Owner Trustee under or
pursuant to the Lease and the Bills of Salec or except as
herein expressly provided, to make any paymgnt, or tovmake any

inguiry as to the nature or sufficiency of any payment received



by it, or present or file any claim or take any action to
collect or enforce the payment of any amounts which may have
been assigned to it or to which it may be entitled at any time
or times.

D. The Owner Trustee does hereby ratify and confirﬁ
the Lease and the Bills of Sale and does hereby agree that it
will not take or omit to take any action,_the taking or
omission of which might resﬁlt in an alteration or impairment
of the Lease, the Bills of Sale or this assignment or of any Qf
the rights created by the Lease, the Bills éf Sale or this
assignment.

E. There are expressly excepted énd reserved from
the lien and operation of this Agreement the following
described properties, rights, interests and privileges (herein
sometimes referred to as "Excepted Rights in Collateral"):

(1) &all payments of any indemnity under Section 9
and Section 12 of the Participation Agreement and under the
Tax Indemnity Agreement (whether payable as Supplemental
Rent under the Lease or otherwise), in all cases to or for
the benefit of the Owner Trustee (in its individual
capacity or as Owner Trustee) or thé~0wner Participant;

(ii) all rights of the Owner Trustee (in its
individual capacity or as Owner Trustee) or the Owner
Participant to demand, collect, sue forlor otherwise obtain
all amounts frém the Lessee due the Ownér Trustee or the

Owner Participant, any Zffiliate thereof, or any officer,



director, employee or agent of such Person or Affiliéte, on
account of any indemnities or payments set forth in
paragraph (i) above, including the right to grant all
waivers, consents or agreements that relate solely to such
indemnities and payments; provided, that the rights
excepted and reserved by this paragraph (ii) shall not be
deemed to include any right to the exer;ise of any remedies
provided for in § 14.1 of the Lease other than toc declare
the Lease in default;

(iii) any insurance proceeds payable under general
public liability policies maintained by the Lessee
pursuant to § 8.6 of the Léase which by the terms of such
peclicies or the terms of the Lease are éayable directly to
or for the benefit of the Owner Trustee (in its indiwvidual
capacity or as Oﬁner Trustee) or the Owner Participant, any
Affiliate thereof, or any officer, director, employee or
agent of such Person or Affiliate; and

(iv) any insﬁrance proceeds payable to the Owner
Participant or the Owner Trustee, any officer, director,
employee or agent of such Person, pursuant to insurance
policies tﬁat may be acquired by the Owner Participant or
Owner Trustee pursuant to and subject to the limitétions of
" § 8.6(§ii) of the Lease; Provided, However, the security
interest, sale, transfer, conveyance, assignment, warrant,
mortgage, pledge and hypothecation granted hereby and

created herein shall terminate if and only if the



principal, premium (if any), interest and all other amounts
which may become due in respect of any or all the Notes or
any other Operative Document (including, without
limitation, attorneys fees and all other costs and expenses
of collection as provided in the Notes) and all other
amounts due each holder of a Note pursuant to such Note or
any other Operative Document shall have been paid at the
time and in the manner regquired hereby and by the Notes,
the Lease and the Participation Agreement. At such time;
this Rgreement and the security in%erest and other rights
hereby granted and assigned shall terminate and cease;
otherwise to remain in full force and effect.

Rccordingly, the Owner Trustee, for itself and its
successors and assigns, agrees that all property subject or to
become subject hereto is to be held subject to the further
covenants, condifions, uses and trusts hereinafter set forth,
and the Owner Trustee, for itself and its successors and
assigns, hereby further covenants and agrees with the Lender as

follows:

SECTION 1. DEFINITIONS

Section 1.01. Certain Definitions. For all purposes of
this Agreement the following terms shall have the following
meanings (which shall be egually applicable to both the

singular and plural forms of the terms so defined):



"Affiliate" means, with respect to any person, any
other person controlling, controlled by or under common control

with such person.

"Bankruptcy Code" means Title 11 of the United States

Code entitled "Bankruptcy,'" as now or hereafter in effect, or

any successor thereto.

"Bill of Sale" means a bill of sale by which a

Manufacturer conveys title to a Locomotive to the Owner Trustee.

"Business Dav" has the meaning specified in the Lease.

"Casualty Occurrence" has the meaning specified in the

Lease.

"Collateral" has the meaning specified in the Granting
Clause hereof.

"Debt Rate" has the meaning specified in
Section 2.Q4(ii) hereof.

"Default" has the meaning specified in the Granting

Clause hereof.

"Delivery Date" has the meaning specified in the

Participation Agreement.

"Ecuity Interest" has the meaning specified in the

Participation Agreement.

"Event of Default" has the meaning specified in the

Lease.

"Excepted Rights in Collateral"” has the meaning

specified in clause E of the Granting Clause hereof.

"Installment Pavment Date" has the meaning specified

in Section 2.04(ii) hereof.

-13-



"Institutional Investor" has the meaning specified in

Section 2.08(v) hereof.

"Lease" has the meaning specified in the Recitals

hereof.

"Lease Supplement" has the meaning specified in the
Lease. |

"Lessee" means Soo Line Railroad Company, a Minnesota
corporation.

"Lessee's Notice" has the meaning specified in the

Participation Agreement.

"Lessor's Liens" has the meaning specified in the Lease.

"Loan and Security Agreement Default" means an event

or condition which after notice or lapse of time, or both,
would become a Loan and Security Agreement Event of Default.

"Loan and Security Agreement Event of Default" has the

meaning specified in Section 6.01 héreof.

"Loan and Security Agreement Supplement" and "Loan and

Security Agreement Supplements" have the meanings specified in

the Granting Clause hereof.

"Locomotive" and "Locomotives" have the meaning

specified in the Participation Agreement.

"Majority in Interest of Note Holders" means, as of a

particular date of determination, the holder or holders of at
least two=-thirds in aggregate principal amount of all Notes

outstanding as of such date (excluding any Notes then held by

-14-



the Owner Trustee, the Owner Participant or the Lessee or any
Affiliate of any thereof unless all Notes then outstanding are
held by the Owner Trustee, the Owner Participant and the Lessee
and their Affiliates).

"Note" means and "Notes" mean all of the notes of the
Owner Trustee, substantially in the form thereof set forth in
Exhibit B, originally issued to the Lender pursuant to
Section z.04 hereof, in the aggregate principal amount
determined pursuant to the Participation Agreement, and
maturing and bearing interest and secured as provided in said
form, and as otherwise provided herein, and any note issued
pursuanf hereto in replacement of exchange for any Note.

"Officer's Certificate" means, as to any corporation,

a certificate signed by the Chairman of the Board, the
President, the Executive Vice President or any Vice President
and by the Treasurer, any Assistant Treasurer, the Secretary or
any Assistant Secretary, or, in the case of Owner Trustee, by
one of its Financial Services Officers.

"Operative Document" has the meaning specified in the

Participation Agreement.

"Overdue Rate" has the meaning specified in

Section 2.04(1ii) hereof.

"Owner Participant" means PacifiCorp Finance, Inc., a

Delaware corporation, and its permitted successors and assigns
under the Trust Agreement and Section 10 of the Participation

Agreement.



"Owner Trustee Office" means the principal corporate

trust office of the entity then serving as Owner Trustee,
which, in the case of Wilmington Trust Company, until notice of
a change of address of such office is given by such entity,
shall be at Rodney Sguare North, Wilmington, Delaware 19890,
Attention: Corporate Trust Administration.

"Participation Agreement" has the meaning specified in

the Recitals hereof.

"Permitted Investment" means (i) certificates of

deposit and time and other interest bearing deposits in banks
which are members of the Federal Reserve System having a net
worth of not less than $125,000,060; (ii) short-term debt
securities issued by or entitled to the full faith and credit
of the United States Government; (iii) bank repurchase
agreements with banks described in clause (i) of this
definition which are fully collateralized by securities
described in clause (ii) of this definition or (iv) commercial
paper which is rated "a-1" or better (or co%parable ratings) by
Standard & Poor's Corporation or "P-1" or better (or comparable
ratings) by Moody's Investors Service, Inc.:or the successors
to such rating organizations, in each case referred to in the
foregoing clause (i) through (iv) due within 210 days of the
date of purchase. '
"Person" or "person" has the meaning specified in the

Participation Agreement.
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"Prepayment Premium" means the excess, if any, of

(1) the.then present value of the scheduled principal and
interest payments that are avoided by such prepayment
discounted at a rate egual to the published constant maturity
yield for U.S. Treasury obligations having a final maturity
reasonably equal to the remaining average life of the principal
payments avoided by such prepayment over (ii) the principal
amount of the Notes then being prépﬁid, calculated as of two
(2) Business Days prior to the date of such prepayment.

"Reference Rate" means the rate per annum announced by

Morgan Guaranty Trust Company of New York from time to time in
New York City as its Prime or Reference Rate.

"Register" has the meaning specified in
Section 2.06(1i) hereof.

"Secured Obligations" has the meaning specified in the

Granting Clause.

"Trust Agreement" has the meaning specified in the

Particivation Agreement.

"Trust Estate" has the meaning specified in the

Participation Agreement.

Section 1.02. Terms Defined in the Lease and the

Participation Agreement. For all purposes of this Agreement,

capitalized terms, unless otherwise defined herein, shall have
the meanings specified in the Lease or, if not specified in the

Lease, the meanings specified in the Participation Agreement.



SECTION 2. THE NOTES

Section 2.01. Creation of the Notes. The Notes shall be

issued hereunder and secured hereby. Except as is otherwise
specifically provided in Section 2.08 with respect to lost,
stolen, mutilated and destroyed Notes, the aggregate face
amount of the Notes which may be outstanding at any one time
hereunder shall be limited to $18,720,000.

Section 2.02. Execution and Authentication of the Notes.

Each Note issued hereunder shall be executed and delivered on
behalf of the Owner Trustee by one or more of its duly
authorized officers and be dated the date of its issuance.

Section 2.03. Form of Notes. The Notes shall be in

substantially the form of Exhibit B hereto and shall have
attached thereto a completed amortization schedule. The
amortization schedule to be attached to each Note shall provide
for amortization of the Note in accordance with the
Amortization Schedule attached to Exhibit B.

Section 2.04. Issuance and Terms of Notes.

(i) On the Delivery Date, there shall be issued to the
Lender by the Owner Trustee one or more Notes.

(ii) Each Note shall be in a principal amount determined
as provided in Section 3(a) of the Participation Agreeﬁent and
shall bear interest on the principal amount thereof from time
to time outstanding f;om the date thereof uptil due and payable
(whether at the stated maturity thereof, upon acceleration or

otherwise) at the rate of 10.82% per annum (the "Debt Rate"),
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and thereafter until paid at a rate per annum equal to the
higher of 11.82% per annum and the Referencé Rate (the "Overdue
Rate") (in each case computed on the basis of a 360-day year of
twelve 30-day months). Each such Note shall in addition (a) be
due and payable semi-annually on January 5, 1988 and July 5,
1988 as to the interest accrued thereon from the date such Note
was issued to and including such interest payment date; and

(b) be due and payabie as to principal and ac;rued interest on
each January 5 and July 5, commencing January 5, 1989 and
continuing to andlincluding the last date set forth on the
amortization schedule attached thereto (each such date being
herein called an "Installment Payment Date"), with the
principal amount due on each such Installment Payment Date
determined as set forth in such amortization schedule;
provided, that the final payment on each Note shall be in an
amount sufficient to discharge the accrued interest and
prepayment premium, if any, on, and the unpaid principal amount
of, such Note. Each such Note shall bear interest at a rate
per annum equal to the Overdue Rate (computed on the basis of a
360-day year of twelve 30-day months) on any part of principal
and, to the extent permitted by applicable iaw, interest, not
paid when due for any period during which the same shall be
overdue. If any Installment‘Payment Date 15 not a Business
Day, then the payment‘of principal, interest and premium, if
any, due on such date shall be due on the next preceeding

Business Day.



Section 2.05 Payments on Notes from Collateral Only.

Except as provided in Section 5.03 hereof, all amounts payable
under a Note shall be paid only from the property, income and
proceeds constituting the Collateral. Each holder of a Note,
by its acceptance of such Note, agrees that it will look solely
to the income and proceeds from the Collateral to the extent
available for distribution to such holder in accordance with
the provisions of this Agreement and that neither the Owner
Trustee nor Owner Participant shall be pers;nally liable to any

such holder for any amounts payable under any Note.

Section 2.06. Registration of Notes:

(i) The Notes issuable hereundér shgll be in registerea
form. The Owner Trustee will keep at the Owner Trustee Office
a2 register for the registration and transfef of Notes (herein
called the "Register"). The names and addresses of the holders
of the Notes, the transfers of the Notes, and the names and
addresses of the transferees of all Notes shall be registered
in the Register.

(ii) Subject to the provisions of Section 2.07 hereof,
the Notes may be presented for payment at, and notices or
demands with respect to the Notes or this Loan and Security
Agreement may be served or made at, the Owner Trustee dffice.

(1ii) The person in whose name any Note shall be
regiétered shall be deemed and treated as tﬁe owner thereof for
all purposes of this Agreement and the Participation Agreement

and neither the obligors thereon nor the Owner Trustee shall be



.affected by any notice to the contrary. Payment of or on
account of the principal of, premium, if any, and interest on
such Note shall be made only to or upon the order in writing of
such registered owner. For the purpose of any request,
direction or consent hereunder, the obligors thereon and the
Owner Trustee may deem and treat the registered owner of any
Note as the owner thereof without production of such Note.

Section 2.07 DMethod of Pavment.

(i) The principal of, and interest on and premium, if
any, on the Notes shall be payable at the Owner Trustee Office,
in lawful money of the United States of America immediately
available at the time of payment. Payment of principal of the
Notes shall be made only upon presentation of such Notes to the
OCwner Trustee for notation thereon of the amount of such payment.

(ii) Notwithstanding the foregoing provisicns of Section
2.07(1i) or any provisicn in any Note to the contrary, (a) so
long as the Lender or an Affiliate of Lender shall be a holder
of any Note, all payments to it with respect to such Note shall
be made in the manner provided in Schedule 1 to the
Participation Agreement unless it shall have specified some
other manner of payment by notice to the Owner Trustee in
accordance with this Section 2.07(ii), and (b) the Owner
Trustee will, if so recguested by any other holder from time to
time of a Note by written notice, pay all amounts payable by

the Owner Trustee with respect to such Note to such holder



either by'mailing a check payable in immediately available
funds to such holder at such address as such holder shall have
specified in such notice or by wire transfer in immediately
available funds to such bank (for the account of such holder)
as may be specified in such notice, in any case without any

presentment or surrender of any Note; provided, however, that

the Lender and each other holder from time to time of a Note,
by its acceptance thereof, agrees that any Note paid or prepaid
in full shall be surrendered to the Owner Trustee for
cancellation after the making of the final payment on account
of such Note upon the written regquest of thé Owner Trustee.

All payments so made shall be valid and effectual to satisfy
and discharge the liability upon such Note to the extent of the
sums so paid, subject to the proviso contained in

Section 2.10(vi) hereof.

Section 2.08. Transfer or Exchanges of Notes; Mutilated,

Destroved, Lost or Stolen Notes.

(i) The holder of any Note may transfer such Note upon
the surrender thereof at the Owner Trustee Office. Thereupon,
the Owner Trustee shall execute in the name of the transferee a
new Note or Notes (as requested by such surrendering holder) in
denominations not less than $100,000 (except one Note ﬁay be
issued in a lesser principal amount if the principal amount of
the surrendered Note is less than $100,000), which shall be in
an aggregate principal amount equal to the unpaid principal

amount of the Note so surrendered. The Owner Trustee shall

]
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deliver such new Note or Notes to the Lender for delivery to
such transferee.

(ii) The holder of any Note may surrender such Note at
the Owner Trustee Office, accompanied by a written reguest for
a new Note or Notes in denomiﬁations of not less than $100,000
(except one Note may be issued in a lesser principal amount if
the principal amount of the surrendered Note is not equally
divisible by $10C,000), or such amount in excess thereof as may
be specified in such reguest, which shall be in an aggregate

rincipal amount egual to the unpaid principal amount of the
Note or Notes.so surrendered. Thereupon, the Owner Trustee
shall execute in the name of such holder a new Note or Notes in
accordance with such request and deliver such new Note or Notes
to such holder.

(1ii) Ail Notes represented or surrendered for transfer
shall be accompanied (if so reguired by the Owner Trustee) by a
written instrument or instruments of assignment or transfer, in
form satisfactory to the Owner Trustee duly executed by the
registered holder or by its attorney duly authorized in
writing. The Owner Trustee shall not be reguired to make a
transfer or an exchange of any Note for a period of ten days
preceding any Installment Payment Date or interest payment date
with respect thereto.

(iv) No notarial act shall be necessary for the transfer
or exchange of any Note pursuanf to this Section 2.08, and the

holder of any Note issued as provided in this Section 2.08

'
o
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shall be entitled to any and all rights and privileges granted
under this Agreement to a holder of a Note.

(v) In case any Note shall become mutilated or be
destroyed, lost or stolen, the Owner Trustee, upon the written
request of the holder thereof, shall execute and deliver a new
Note in exchange and substitution for the mutilated Note, or in
lieu of and in substitution for the Note so destroyed, lost or
stolen. The applicant for a substitute Note shall furnish to
the Owner Trustee such security or indemnity as may be
reasonably required by it, and the appiicant shall also furnish
to the Owner Trustee evidence to its satisfaction of the
mutilation, destruction, loss or theft of the applicant's Note
and of the ownership thereof; prowvided, that no such security
or indemnity shall be required in respect of a mutilated Note,
identifiable as such, which shall be surrendered by the holder
thereof to the Owner Trustee. In case any Note which has
matured or is to mature within the next succeeding six (6)
month period shall become mutilated or be destroyed, lost or
stolen, the Owner Trustee may, insteéd of issuing a substitute
Note, pay or authorize the payment of the same (without
surrender thereof except in the case of a mutilated Note), if
the applicant for such payment shall furnish to the Owﬁer
Trustee such security or indemnity as may be reasonably
required by them, and shall furnish evidence to the
satisfaction of the Owner Trustee of the mutilation,

destruction, loss or theft of such Note and of the ownership

t
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thereof. 1If (a) the Lender, (b) any Affiliate of Lender, or
(c) any bank, bank affiliate, financial institution, insurance
company, pension fund, endowment or other organization having a
net worth of at least $50,000,000 and regularly acquiring debt
instruments for investment (an "Institutional Investor") shall
be the person requesting the issuance of a substitute or
replacement Note or Notes hereunder, the written statement of
the Lender, Affiliate or such other Institutional Inveétor, as
the case may be, setting forth the fact of loss, theft or
destruction shall be accepted as satisfactory evidence thereof
and no indemnity shall be required as a condition to execution
and delivery of a Note other than the written agreement of such
Lender, Affiliate, or Institutional Investor, as the case may
be, to indemnify the Owner Trustee (including its attorneys'
fees) for any claims or action against it resulting from the
reappearance of the 0ld Note. :

(vi) Each new Note (herein, in this Section 2.08, called
a "New Note") issued pursuant to this Section 2.08 in exchange
for or in substitution or in lieu of an outstanding Note
(herein, in this Section 2.08, called an "Old Note") shall be
dated the date of such Old Note and each such New Note shall be
in registered fdrm. The Owner Trustee shall mark on each New
Note (a) the dates to which principal and interest have been
paid on such 0ld Note, (b) all payments and prepayments of
principal previously made on such 0ld Note which are allocable

to such New Note, and (c) the amount of such installment
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payment payable on such New Note. Each installment of
principal pavable on any date on each New Note issued in
exchange for any one 0Old Note shall bear the same proportion to
the installment pavment payable on such 0ld Note on such date
as the original principal amount of éuch New Note bears to the
original aggregate principal amount of all such New Notes
issued in exchange for such 0ld Note. Interest shall be deemed
to have been paid on each such New Note to the date on which
interest shall have been paid on such 0ld Néte, and all
payments and prepayments of principal marked on such New Note,
as provided in clause (b) above, shall be déemed to have been
made thereon. -

(vii) VUpon the issuance of a New Note pursuant to this
Section 2.08, the Ownsr Trustee may regquire the payment of a
sum to reimbﬁrse it for, or tc provide it with funds for, the
payment of any tax or other governmental charge or any other
charges and expenses connected therewith which are paid or
payabie by the Owner Trustee.

(viii) All New Notes issued pursuant to this Section 2.08
in exchange for or in substitution or in lieu of 0ld Notes
shall be valid obligations of the obligor thereof evidencing
the same debt as the 0ld Notes and shall be entitled to the
benefits and security c¢f this Loan énd Security Agreement to
the same extent as the 0ld Notes. |

(;x) Upon the issuance of any Note pursuant to this

Section 2.08, the Owner Trustee shall prepare and deliver to

]
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the holder thereof an amortization schedule with respect to
such Note setting forth the amount of the installment payments
to be made on such Note after the date of issuance thereof and
the unpaid principal balance of such Note after each such
installment payment.

(x) All Notes surrendered to the Owner Trustee for the
purpose of payment, redemption, transfer or exchange shall be
cancelled by it, and no Notes shall be issued in lieu thereof
except as expressly required or permitted by any of the .
provisions of this Locan and Security Agreement.

Section 2.09. Application of Payments. Subject in any

event to the provisionslof Section 5 hereof, each payment on
account of any outstanding Note shall be allocated first to the
payment of accrued but unpaid interest on such Note, second to
the reduction of the outstanding principal amount of such Note
then due plus premium, if any, on such Note, and third, the
balance, to the extent such Note shall at the time be permitted
to be prepaid pursuant to this Loan and Security Agreement, to
the payment of the unpaid principal amount of such Note.

Section 2.10. Prepvayment of Notes. The Notes are not

subject to prepayment or redemption, in whole or in part,
directly or indirectly, except to the extent and in the manner
expressly regquired or permitted therein, by the provisions of
Section 2.04, or by the further provisions of this Section 2.10.

(i) Required Prepavyment Following Casualty Occurrence.

If a Casualty Occurrence shall occur with respect to any



Locomotive, and if the Lessee does not substitute a Replacement
Locomotive in accordance with § 8.1 of the Lease, the Owner
Trustee will prepay or cauée to_be prepaid a peréentage of the
principal amount of the Notes in the manner, at a price and as
otherwise provided in Section 5.03 hereof.

(ii) [Intentionally Left Blank]

(iii) Optional Prepavments. The Owner Trustee may prepay

or cause to be prepaid one or more Notes, in whole or in part
(in multiples of not less than $500,000) upon not less than 30
days' prior written notice to the registered holde: of such
Note or Notes,.provided that any such prepayment shall include
a payment egual to the Prepayment Premium, if any, applicable
to such prepaid portion of the Note or Notes.

(iv) Identification of Prepayment. In connection with

each prepayment of a Note pursuant to this Section 2.10, the
Owner Truétee shall specify the (a) specific subsection of this
Section 2.10 pursuant to which such prepayment is to be made,
(b) each Note to which such prepayment relates, (c¢) principal
amount of each Note'being prepaid, and (d) amounts of accrued

interest and premium, if any, being paid on such Note.

(v) DMaturity Prepvavments. In the case of each

prepayment, the unpaid principal amount. of éach Note té be
prepaid and premium, if any, shall become due and payable on
the date fixed for such prepayment in accordance with the
applicable provisions of this Loan and Security Agreement,

together with interest accrued thereon to such date.



(vi) Cancellation of Notes; No Reissue. Except as

otherwise provided in Section 2.08, if any Note is paid or
prepaid in full, or substituted for a New Note, it shall be
surrendered to the Owner Trustee. The Owner Trustee shall
cancel any surrendered Note and.shall not thereafter reissue
such Note or any Note in lieu thereof; provided, however, that
in the event any payments or portions thereof on the Notes are
recovered or recouped from Lender for any reason, including
without limitation pursuant to Section 550 or any other
provision of the Bankruptcy Code in the bankruptcy or
reorganization of the Lessee, the Owner Trustee, or the Owner
Participant, any such Notes which shall have been cancelled
shall, to the extent of such recovery, be deemed reinstated
along with all collateral security therefor;

(vii) Application of Partial Payments. In the case of

any prepayment pursuant to Section 2.10(i) or (iii) of less
than the entire unpaid principal amount of all outstanding
Notes, the amount prepaid shall be applied pro rata to all such
Notes according to the respective unpaid principal amounts
thereof. The remaining semi-annual payments of principal on
any Note which has been partially prepaid pursuant to Section
2.10(1i) or (iii) shall each be reduced by a fraction of such
semi-annual payvment, the numerator of which fraction shall be
the amount of such prepayment of principal of such Note and the
denominator of which fraction shall be the unpaid principal of

such Note immediately prior to such prepayment.



(viii) Inferest After Date Fixed for Prepayment. Any Note
or portion thereof called for prepayment as herein provided
shall cease to bear interest on and after the date fixed for
such prepayment, unless the Owner Trustee shall fail to make
such prepayment on such date on such Note or portion thereof,
as the case may be, in which event such Note or such portion,
as the case may be, shall bear inte;est thereafter, payable on

demand, until paid, at the Overdue Rate.

SECTION 3. COVENANTS AND WARRANTIES OF THE OWNER TRUSTEE
The Owner Trustee covenants, warrants and agrees as follows:

Section 3.01. Owner Trustee's Duties. The Owner Trustee

covenants and agrees well and truly to pérform, abide by and to
be governed and restricted by each and all of the terms,
provisions, restrictions, covenants and agreements set forth in
the Lease and the Participation Agreement, and in each and
every supplement thereto or amendment thereof which may at any
time or from time to time be executed and delivered by the
parties thereto or their successors and assigns, to the same
extent as though each and all of said terms, provisions,
restrictions, covenants and agreements were fully set out
herein and as though any amendment or supplement to the Lease
or the Participation Agreement were fully set out in an
amendment or supplement to this Agreement. The Owner Trustee
undertakes to perform only such duties as are expressly and

specifically set forth herein and in the Lease and the
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Participation Agreement and no implied obligations or covenants
shall be read into this Agreement, the Lease or the
Participation Agreement against the Owner Trustee.

~

Section 3.02. arranty of Title. The Owner Trustee has

the right, power and authority to grant a security interest in
the Collateral to the Lender for the uses and purposes herein
set forth. The Owner Trustee also agrees that it will, at its
own cost and éxpense, promptiy take such action as may be
necessary duly to discharge any Lessor's Liens on the
Collateral. Without limiting the foregoing, there is no
financing statement or other filed or recorded instrument in
which the Owner Trustee is named and which phe Owner Trustee
has signed, as debtor or mortgagor, now on f@le in any public
office covering any of the Collisteral excepting the finaﬁcing
statementsAfiled or to be filed in respect of and for the
security interest provided for herein and the filing of this
Agreement and each Loan and Security Agréement Supplement and
the Lease and each Lease Supplement with the ICC pursuant to 49
U.S.C. § 11303. |

-~

Section 3.03. Further Assurances. The Owner Trustee will,

at no expense to the Lender, do, execute, acknowledge and
deliver all and everyv further act, deed, conveyance, tfansfer
and assurance necessary or proper for the perfection of the
security interest being herein provided for in the Collateral,

whether now owned or hereziter acquired.



Section 3.04. After-Acquired Property. Any and all

property described or referred to as Collateral in the Granting

Clause hereof which is hereafter acquired shall ipso facto, and

without any further convevance, assignment or act on the part

of the Owner Trustee, become and be subject to the security

interest herein granted as fully and completely as though

specifically described herein, but nothing in this Section 3.

contained shall be deemed to modify or change the obligation
the Owner Trustee under Section 3.03 hereof.

Section 3.05. Modifications of the Lease. Subject to

Section 7.03 hereof, the Owner Trustee will not, without the

prior written consent of the Lender:

(i) declare a default or exercise the remedies of the

Lessor under, or terminate, modify or accept a surrender of,
offer or agree to any termination, modification or surrender
of, the Léase (except that the Owner Trustee may modify
Excepted Rights in Collateral, provided that no such
modification shall be effective to in any way impair, or
diminish the lien of this Loan and Security Agreement on the
Collateral or to impair or diminish the rights of the Lender
and the holders cf the Notes in respect thereof) or by
affirmative act consent to the creation or existence of any

security interest or other lien to secure the payment of

04

of

or

indebtedness upon the Lease or any part thereof except pursuant

to this Loan and Security Agreement and except with respect to

Excepted Rights in Collateral; or
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(ii) receive or collect any rental payment under the
Lease (except any constituting Excepted Rights in Collateral)
prior to the date for payment thereof provided for by the Lease
without promptly distributing any payment on the Notes then due
or which will become due to the Lender in respect of such
rental payments, or assign, transfer or hypothecate any rent
payment (except any constituting Excepted Rights in Collateral)
thén due or to accrue in the future under the Lease; provided,
that the Owner Trustee shall not be in violation of this
clause (ii), or incur any liability dﬁe to, any receipt or
collection of rentals by the Owner Trustee or its successor or
assigns in accordance with the assignment provided for herein; or

(1ii) =sell, mortogage, transfer, assign or hypothecate its
interest in the Locomotives or any part thereof or in any
amount (except any constituting Excepted Rights in Collateral)
to be received by it from the use or disposition of the
Locomotives.

Section 3.06. Power of Attorney in Respect of the Lease.

The Owner Trustee does hereby irrevocably ceonstitute and
appoint the Lender its‘true and lawful attorney with full power
of substitution for it in its name, place and stead to ask,
demand, collect, receive, receipt for, sue for; compound and
give acguittance for any and all rents, income and other sums
which are assigned hereunder with full power to settle, adjust

or compromise any claims thereunder as fully as the Owner



Trustee could itself do, and to endorse the name of the Owner
Trustee on all notes, checks, instruments or other commercial
paper given in payment or in part payment thereof, and in its
discretion to file anvy claim or take any action or proceedings,
either in its own name or in the name of thé Owner Trustee or
otherwise, which the Lender may deem necessary or appropriate
to protect and preserve the right, title and interest of the
Lender in and to such rents and other sums and the security
intended to be afforded hereby, including without limitation
the exercicse of any and all rights accruing to Lessor under the
Bankruptcy Code in the event the Lessee, the Trust Estate or
the Owner Participant, or any other party to any Operative
Documents becomes subject to an Order Fcr Relief entered
pursuant to_any appiicable chapter of the Bénkruptcy Code. The
Lender shal; defend, indemnify and save harmless the Owner
Trustee, Owner Participant and their succeséors, agents and
assigns from and'against any claim, cause of action, damage,
liability, cost or expense (including, without limitation,
attorneys' fees and costs in connection therewith) incurred as
a result of any action taken by the Lender under this

Section 3.06 which results from the gross negligence or willful
misconduct of the Lender; provided that, neifher any féilure of
the Lender to defend, indemnify or save harmless the Owner
Trustee, Owner Paréicipant, or their successors, agents or
assigns, nor the taking of any such action by the Lender, shall

in any manner diminish or release the Owner Trustee from the



performance and observance of any of the Owner Trustee's duties
and obligations under this Loan and Security Agreement or
impair the lien of this Loan and Security Agreement and to the
Collateral. Notwithstanding anything contained herein to the
contrary, the power of attorney granted to Lender pursuant to
this Section 3.06 shall not relate or apply to the Excepted

Rights to Collateral.

SECTION 4. POSSESSION, USE AND RELEASE OF PROPERTY

Section 4.01. Possessioh of Collateral. So long as no

Loan and Security Agreement Event of Default has occurred and
is continuing, the Owner Trustee shall be suffered and
permitted to remain in full possession, enjoyment and control
of the Locomotives and to manage, operate and use the same and
each part thereof with the rights and franchises appertaining
theretc, provided, always, that the possession, enjoyment,
control and use of the Locomotives shall at all times be
subject to the observance and performance of the terms of this
Agreement. It is expressly understood that the use and
possession of the Locomotives by the Lessee under and subject
to the Lease shall no£ constitute a violation of this

Secticon 4.01. This Aéfeement is entered into with the
expectation that the ﬁécomotives shall be leased to the Lessee
under the Lease and that all use of the Locomotives permitted

thereby is authorized hereunder.



Section 4.02. Release of Property. So long as no Event of

Default or Default has occurred and is continuing, the Lender
shall execute a release in respect of any Locomotive designated
by the Lessee for a settlement pursuant to Section 8 of the
Lease upon receipt from the Lessee of written notice
designating the Locomotive in respect of which the Lease will
terminate and the recéipt from the Lessee of the applicable
payment for such Locomotive in compliance with Section 8 of the
Lease including, without limitation, all amounts of Basic Rent
and Supplemental Rent due in respect o% such Locomotive on or
prior to the applicable Casualty Payment Date under the Lease.
SECTION 5. RECEIPT, DISTRIBUTION AND APPLICATION OF
INCOME FROM THE COLLATERAL

Section 5.01. Rent Distribution.

(i) Basic Rent Distribution. Except as otherwise

provided in Section 5.04 hereof, each installment of Basic
Rent, as well as any payment of interest on overdue
installments of Basic Rent, received by the Owner. Trustee shall
be distributecd by the Owner Trustee on the date such payment is
received (subject to timely receipt thereof by the Owner
Trustee) in the following order of priority:

First, so much of sqch amounts as shall be required to
pay in full the aggregate principal, premium, if any, and
accrued interest (as well as any interest on overdue principal
and, to the extent permitted by law, interest and premium, if

any) then due and payable under the Notes shall be distributed



to the holders of such Notes ratably, without priority of one
over the other, in the.proportion that the émopnt of such
payment then due and payéble under each such Note bears to the
aggregate amount of the payment then due and payable under all
such Notes.

Second, the balance, if any, of such amounts remaining
shall be distributed in accordance with the Trust Agreement.

(ii) Application of Other Amounts Held by Owner Trustee

Upon Rent Default. If as a result of any failure by the Lessee

to pay Basic Rent in full on any date when an installment
thereof is due, or for any other reason, there shall not have
been distributed on any date (or within any .applicable period
cf grace), pursuant tc Section 5.01(i) heregf, the full amount
then distributable pursuant to clause "First" of Section
5.01(15 hereof, the Owner Trustee shall, if so requested by a
Majority in Interest of Note Holders, distribute other payments
of the character referred to in Section 5.06 hereof then held
by it or thereafter received by it,'except as otherwise
provided in Section 5.04 hereof, to the holders of all Notes to
the extent necessary to enable it to make aLl'the distributions

then due pursuant to such clause "First".

(iii) Retention of Amounts by Owner Trustee. If at the

time of receipt by the Owner Trustee of any installment of
Basic Rent (whether or not then overdue) or of payment of
interest on any overdue installment of Basic Rent, there shall

have occurred and be continuing a Loan and Security Agreement



Defadlt or a Loan and Security Agreement Event of Default, the
Owner Trustee shall retain such installment of Basic Rent or
payment of interest (to the extent not then required to be
distributed pursuant to clause "First" of Section 5.01(1)
hereof) and shall not distribute any such payment of Basic Rent
or interest pursuant to clause "Second" of Section 5.01(1i)
hereof until such time as there shall not be continuing any
Loan and Security Agreemen£ Default or Loan and Security
Agreement Event of Default or until such time as the Owner
Trustee shall have received written instructions from a
Majority in Interest of Note Holders to make such a
distribution, providéd, however, that'ff any Loan and Security
Agreement Default or Loan and Security Agreement Event of
Default shall be continuing and if Owner Trustee shall not have
received written instructions from a Majority in Interest of
Note Holders to make such a distribution by the later of (a)
two (2) years from the date such payment of such Basic Rent is
received by Owner Trustee and (b) thirty (30) days after Lender
shall receive the second of two (2) consecutive years audited
financial statements from Lessee (as required by § 1ll(a) of the
Participation Agreement) after the date such payment of such
Basic Rent is received by Owner Trustee, then, to the éxtent
not then required to be distributed pursuant to clause "First"
of Section 5.01'(i) hereof, Owner Trustee may distribute such
payment of Basic Rent pursuant to clause "Second" of Section

5.01 (i) hereof.
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Section 5.02. [Intentionally Left Blank]

Section 5.03. Payments Following Casualty Occurrence.

Except as otherwise provided in Section 5.04 hereof, any
payment received by Owner Trustee as a result of any Locomotive
having suffered a Casualty Occurrence under Section 8.1 of the
Lease and not being replaced by a Replacement Locomotive under
Section 8.1(ii) of the Lease, including insurance proceeds and
all requisitior and condemnation amounts received from any
governmental authority, shall be distributed forthwith upon
receipt by the Owner Trustee in the following order of priority:

First, so much of such payment as shall be required to
reimburse the Lender fcr any expenses incurred by ﬁhe Lender
and not theretoforse reimbursed in cennection with the.
collection of such pavment shall be distributed to the Lender.

Second, so much of such payment as shall be reguired
te prepay the principal amount of each Note in an amount equal
to the principal amount of such Note times a fraction the
numerator of which is the number of Locomotives for which a
Casualty Payment is being made and the denominator of which is
the total number of Locomotives (including the Locomotives for
which a Casualty Payment is being made), plus the accrued but
unpaid interest on the principal amount being prepaid to the
date of distribution shall be distributed to the holder of the
Notes.

Third, in the manner provided in clause Second of

Section 5.04.



Fourth, the balance, if any, of such payment remaining
shall be applied by the Owner Trustee in accordance with the
Trust Agreement.

Section 5.04. Pavments after Loan and Security Agreement

Event of Default. All payments, except those constituting

Excepted Rights in Collateral, received and all amounts held or
realized by the Owner Trustee after a Loan and Security
Agreement Event of Defaulg shall have‘occurred and be
continuing (including any amounts realized by the Owner Trustee
from the exercise of any remedies pursuant to Section 14 of the
Lease or from the application of Section 6 hereof) and after
either (a) the Lendef has declared the.Lease to be in default
pursuant to Section 14 thereof or (b) the Nofes shall have
become due and pavable pursuant to Section 6.02 hereof, and all
payments or amounts then held or thereafter ;eceived by the
Owner Trustee hereunder or under thé Participation Agreement
(except those constituting Excepted Rights in Collateral),
shall, so long as such declaration shall not have been
rescinded or cured pursuant to Section 6.03 hereof, be
distributed forthwith by the Owner Trustee in the following
order of priority:

First, so much of such payments and amounts a§ shall
be required to reimburse the Lender for any expense incurred by
the Lender and not theretofore reimbursed in connection with
the collection of such payment or the exercise of any remedies

under this Loan and Security Agreement in respect of a Loan and
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Security Agreement Event of Default shall be distributed to the
Lender.

Second, so much of such payments and amounts as shall
be required to pay the holders of the Notes all amounts then
payable to them upder indemnification provisions of the Lease
or any other Operative Document shall be distributed to the
holders of the Notes entitled to payment under such provisions,
ratably to each such holder, without priority of one such
holder over the other, in the proportion that the amount of
such payments to which each such holder is entitled bears to
the aggregate amount of such payments to which all such holders

are entitled.

.

Third, so much of such payments and amounts as shall

be reguired to pay in full the aggregate unpaid principal
amount of all Notes then outstanding, plus all accrued but
unpaid interest thereon to the date of distribution (including
interest on overdue principal and, to the extent permitted by
law, interest), and the Prepayment Premium, if any, which shall
become due in respect of any Note, the payment of which has
been accelerated pursuant to Section 6.04 hereof, shall be
distributed to the holders of such Notes ratably, without
priorityv of one over the other, in the proportion that'the sum
of the aggregate unpaid principal amount of all such Notes held
by all such holders, plus accrued but unpaid interest thereon
bears the aggregate unpaid principal amount of such Notes, plus

accrued but unpaid interest thereon.



Fourth, the balance, if any, of such payments and
amounts remaining shall be applied by the Owner Trustee in
accordance with the Trust Agreement.

Section 5.05. Certain Prepavments. Any pavment received

by the Owner Trustee as a result of a prepayment referred to in
Section 6.05 hereof shall be distributed fofthwith upon receipt
by the Owner Trustee in the following order of priority:

First, so much of such amounts as shall be required to
reimburse the Lender for any expenses incurred by the Lender
and not theretofore reimbursed in connection with the
collection or distribution of such payment shall be distributed
to the Lender.

Second, so much of such amounts as shall be required
to prepay in full the aggregate unpaid principal amount of all
Notes then outstanding, plus all accrued but unpaid interest
thereon to the date of distribution (including interest at the
Overdue Rate on overdue principal and, to the extent permitted
by law, interest), premium, if any, which shall have become due
but remain unpaid in respect of any prior prepayment of the
Notes for which a premium was payable (and, interest at the
Overdue Rate thereon), and all other amounts due under the
Notes, this Agreement, the Lease and the Participation
Agreement shall be distributed to the holders of the Notes. 1In
addition, the Owner Trustee shall pay the Prepayment Premium
required by Section 6.05 in respect of any prepayment under

this clause Second.



Third, in the manner provided in clause Second of
Section 5.04.

Fourth, the balancé, if any of such amounts remaining
shall be applied by the Owner Trustee in accordance with the
.Trust Agreement.

Section 5.06. Investment of Certain Moneys Held by the

Trustee. The Owner Trustee will invest and reinvest any moneys
held by the Owner Trustee pursuant to Sectién 5.01(iii), 5.06
or 5.07 hereof in securities described in clause (ii) of the
definition of Permitted Investments, Qrovidéd, that, so long as
no Default or Event of Default shall have oécurred and be
continuing, at the writtén request of the Lessee accompanied by

an instrument satisfactory to the Ovwner Trustee setting forth

Fh

the agreement of the Lessee to be liable for and pay tc the
Owner Trustee on demand amounts egual to any expense or loss
(including any loss on such investment) incurred in connection
with any investment of funds pursuant to this proyiso, the
Owner Trustee will invest and reinvest moneys held by the Owner
Trustee pursuant to any of said Sections in‘any other Permitted
Investments. The proceeds received upon the sale or at
maturity of any Permitted Investment and any interest received
on such Permitted Investment and any payment in respecf of a
loss contemplated by the preceding sentence shall be held and
applied by the Owner Trustee in the same manner as the moneys

|

5 N .. - [ .
used to make such Permitted Investment, and any Permitted

Investment may be sold (without regard to maturity date) by the

]
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Owner Trustee whenever necessary to make any payment,
prepayment or distribution required to be made by the Owner
Trustee under this Section 5.

Section 5.07. Application of Certain Payments Pursuant to

Lease or Participation Agreement. Except as otherwise provided

in Sections 5.01(ii), 5:01(iii) and 5.04 hereof, and except for
any payments constituting Excepted Rights in Collateral, any
payment received by the Owner Trustee for which provision as to
the application thereof is made in the Lease or the
Participation Agreement but not elsewhere in this Loan and
Security Agreement shall, unless a Loan and Security Agreement
Default or a Loan and Security Agreemégt Event of Default shall
have occurred and be continuing, be applied forthwith to the
purpose for which such payment was made in accordance with the
terms of the Lease or Participation Agreement, as the case may
be. If at the time of the receipt by the Owner Trustee of any
payment referred to inithe preceding sentence there shall have
occurred and be continuing a Loan and Security Agreement
Default or a Loan and Security Agreement Event of Default, the
Owner Trustee shall hold such payment as part of the
Collateral, but, subject to the proyisions of Sections 5.01 and
5.04, the Owner Trustee shall cease so to hold such payment and
shall apply such payment to the purpose for which it was made
in accordance with the.terms of the Lease or the Participation
Agreement, as the case may be, if there is no longer continuing

any Loan and Security Agreement Default or Loan and Security



Agreement Event of Deféult; Qrovided that any such payment
received by the Owner Trustee which is payable to the Lessee
shall not be so held by the Owner Trustee unless such payment
may be withheld from the Lessee pursuant to the Lease because
6f an Event of Default or Default thereunder, in which case
such payment shall be held by the Owner Trustee and applied as
provided in the Lease, and provided, further, if a Loan and
Security Agreement Default or Loan and Security Agreement Event
of Default shall have occurred and be continuing on the later
of (a) two (2) years from Ehe date such funds are received by
Owner Trustee and (b) thirty (30) days after Lender shall
receive the second of two (2) consecutive years audited
financial statements from Lessee (as reguired by § 1ll(a) of the
Participation Agreement) after the date such payment is
received by Owner Trustee, then Owner Trustée shall cease to
hold such payment as part of the Collateral and shall apply
such payment to the purpose for which it was made in accordance
with the terms of the Lease or the Participation Agreement, as
the case may be.

Section 5.08. Other Payments. Except as otherwise

provided in Sections 5.04 and 5.07 hereof:
(1) any payment, except any payment constituting
Excepted Rights in Collateral, received by the Owner
Trustee for which no provision as to the application
thereof is made in the Participation Agreement, the Lease
or elsewhere in this Section 5 shall be held by the Owner

Trustee as part of the Collateral; and
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(ii)‘ all payments received and amounts realized by
the Owner Trustee ﬁnder the Lease or otherwise with respect
to the Collateral (in;luding, without limitation, all
amounts realized upon the sale or lease‘of the Collateral
after the termination of the Lease), to the extent received
or realized at any‘time after pavment in full of the
principal of, premium, if -any, and interest on all Notes
and all other amounts due the Lender and the holders of the
Notes hereunder or under any of the other Operative
Documents, as well as any other amounts remaining as part
of the Collateral after such payment in full, shall be
applied by the Owner Trustee in accordarice with the Trust

Agreement.

Section 5.0¢. Application of Loan Procéeds. The Owner
Trustee shall, on the Delivéry Date, promptiy disburse to the
Manufacturer all proceeds (if ,any) received by it from the
issuance and sale b§ the Owner Trustee of the Notes, all in
accordance with the provisions of Section 3(b) of the

Participation Agreement.

SECTION 6. DEFAULTS; REMEDIES OF TRUSTEE

Section 6.01. Occurrence of Loan and Security Agreement

Event of Default. Any one of the following events or

conditions (whatever the reason therefor and whether voluntary
or involuntary) shall constitute a Loan and Security Agreement

Event of Default:



(i) any Event of Default; or

(ii) any failure to pay when due any principal of,
premium (if any) or interest on, any Note and such failure
shall continue for five (5) days from the date due; or

(iii) any representation or warranty made by the
Owner Trustee or the Owner Participant herein or in any
Operative Document or in any document or certificate
furnished to the Lender in connection herewith or therewith
pursuant hereto or thereto shall be incorrect when méde in
any material respect and such representation or warranty
remains, at the time Lender discovers such incorrect
matter, material (as determined in Lender's reasonable
judgment); or

(iv) 1if the Owner Trustee, Trust Estate or the
Owner Participant shall (i) generally not be paying its
debts as they become due, (ii) file, or consent by answer
or otherwise to the filing against it of, a petition for
relief or reorganization or arrangement or any other
petition in bankruptcy, for liquidation or to take
advantage of any bankruptcy or insolvéncy law of any
jurisdictidn, (iii) make an assignment for the benefit of
its creditors, (iv) consent to the appointment of a
custodian, receiver; trustee or other officer with similar
powers, of itself or of any substantial part of its
property, (v) become the subject of any Order for Relief

entered under any applicable chapter of the Bankruptcy



Code, or be adjudicated a bankrupt or insolvent, or
(vi) take affirmative corporate action for the purpose or
in material furtherance of any of the foregoing; or

(v) if a court or governmental authority of
competent jurisdiction shall enter an order appointing a
custodian, receiver, trustee or the officer with similar
powers with respect to the Owner Trustee, the Trust Estate,
or the Owner Farticivant, or with respect to any
substantial part of its property, or constituting an order
for relief, or approving a petition for relief or
reorganization or any other petition in bankruptcy or for
liguidation, or to take advantage of any bankruptcy or
insolvency law of any jurisdiction, or crdering its
dissolution, winding-up or liguidation, in each case
without the consent of the Owner Trustee or the Owner
Participant, as ﬁhe case may be, and such order shall not
have been stayed or dismissed within 60 days;

provided, however, that notwithstanding subparagraph

6.01(i) hereof, a Default (or Event of Default) under
Section 14 of the Lease by the Lessee for failure to make a
payment relating to Excepted Rights in Collateral ;hall not
be a Loan and Security Agreement Default or Loan and
Security Event of Default.

Section 6.02. Action Upon Event of Default. At any time

after an Event of Default shall have occurred and be

continuing, then and in every such case the Lender may, subject



to Section 6.03 hereof, exercise any of or all the rights and
powers and pursue anylof or all the remedies in this Section 6,
take possession of all or any part of the Collateral and
exclude the Owner Trustee, Lessee and all persons claiming
under the Owner Trustee or Lessee wholly or partly therefrom.

Section 6.03. Right To Cure Certain Events of Default.

(i) 1If the Lessee shall fail to make any payment of
Basic Rent when the same shall have become due, and if such
failure of the Lessee to make such payment 6f Basic Rent shall
not constitute the fourth or subsequent consecutive failure or
the fifth or subsequent cumulative failure (including, without
limitation, in each.such case, all such failures which the
Owner Trucstee shall have cured pursuant to Section 20 of the
Lease), then as long as no other Loan and Sécurity Agreement
Event of Default shall have occurred and be continuing (other
than a Loan and Security Agreement Event of Default which is
concurrently being cured as provided in thi§ Section 6.03), the
Owner Trustee or the Owner Participant may (but need not) pay
to the Lender, at any time prior to the expiration of 15 days
after the aate on which such payment of Basic Rent became due
(excluding any.grace period applicable to such payment) an
amount egual to the amount of the principal of and interest due
on the Notes on or prior to such date, together with any
interest due thereon on account of the delayed payment thereof,
and such payment by the Owner Trustee or Owner Participant

shall be deemed to cure any Loan and Security Agreement Event

]
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of Default which arose or would have arisen from such failure
of the Lessee to pay such Basic Rént.

(ii) 1If the Lessee shall fail to make any payment of
Supplemental Rent when the same shall become due or otherwise
fail to perform any obligation under the Lease or the
Participation Agreement which is by its nature susceptible of
cure by a party other than the Lessee (for insurance or
maintenance or to remove a Lien or otherwise), and such failure
shall not constitute the fifth or subsequent consecutive
failure or the seventh or subseguent cumulative failure
(including, without limitation, in each case, all such failures
which the Owner Trustee may have cured'ﬁursuant to Section 20
of the Lease), then as long as no other Loan and Security
Agreement Event of Default shall have occurred and be
continuing (other than a Loan and Security Agreement Event of
Default which is concurrently being.cured as provided in this
Section 6;03), the Owner Trustee or the Owner Participant may
(but need not) make payment or perform such obligation at any
time prior to the expiration of 30 days after the Owner Trustee
or the Owner Participant shall have received nctice or have
actual knowledge of sﬁch failure and such payment or
performance by the Owner Trustee or the Owner Participant shall
be deemed to have cured any Loan and Security Agreement Event
of Default which arose or would have arisen from such failure
by the Lessee. Lender further agrees that it shall not in any

event declare a Loan and Security Agreement Event of Default,

-50-



accelerate the Notes or take any action otherwise permitted
under Section 14.1 of the Lease as a result of an Event of
Default that is subject to the cure rights of this Section 6.03
until (a) ten Business Days after the expiration of any grace
period provided the Lessee under clause (4) of Section 14.1 of
the Lease; or (b) five Business Days after the expiration of
the applicable grace period provided the Lessee under clause
(i) of Section 14.1 of the Lease; or (c) five Business Days
after the expiration of the grace period provided the Lessee
under clause (2) of Section 14.1 of the Lease; provided, that
if there exists at such expiration a material risk of uninsured
loss or damage not otherwise pefmitted by Section 8.6 of the
Lease, such five Business Days periocd shall be reduced to one
Businss Day; or (d) five Business Days after notice is given to
the Owner Trustee or the Owner Participant of an Event of
Default describecd in clause (3) of Section 14.1 of the Lease
with respect to default in the observance of the Lessee's
obligations under Sections 14.4 and 19 of the Lease.

(iii) No Impairment of Collateral; Subrogation. The

Owner Trustee or the Owner Participant upon exercising any of
their respective rights under Section 6.03(i) or (ii) hereof
shall not obtain any Lien on the Locomotives or any pért
thereof or any other part of the Collateral on account of such
payment or performance or the costs and expenses incurred in
connection therewith, nor shall any claims of the Owner Trustee

or the Owner Participant against the Lessee or any other party



for the repéyment thereof impair the prior right and security
interest of the Lender in and to the Collateral. However, upon
" such payment or performance by the Owner Trustee or the Owner
Participant, the Owner Trustee or the Owner Participant, as the
case may be, shall be subrogated to the rights of the Lender in
respect of (i) any Basic Rent or Supplemental Rent that was
overdue at the time of such payment or performance and
subseguently paid by the Lessee and interest at the Overdue
Rate on such amounts from the due date thereof and (ii) the
right to recover the costs of curing any Event of Default
pursuant to this Section 6.03 and interest éhereon at the
Overdue Rate from the date any such costs wére incurred. If no
other Loan and Security Agreement Default of Loan and Security
Agreement Event of Default shall have occurred and be
continuing, and if all principal, premium (if any) and intereét
due on the Notes shall have been paid, whether by acceleration
or otherwise; the Owner Trustee, or the Owner Participant, as
the case may be, shall be entitled to receive the amount of
such Basic Rent or Supplemental Rent, as the case may be (and
to.sue or otherwise bring action therefor), in respect of which
such payments shall have been made, together with interest
thereon.

Section 6.04. Action Upon Loan and Security Agreement Event

of Default. If a Loan and Security Agreement Event of Default
that is not otherwise an Event of Default shall have occurred

and be continuing, a Majority in Interest of Note
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Holders may declare the principal of all the Notes then
outstanding to be due and payable immediately by giving written
notice to the Owner Trustee and Owner Participant, and upon any
such declaration of acceleration, such principal, the
Prepayment Premium (computed as of the day of such
acceleration) and accrued interest thereon shall become due and
payable immediately without further act or notice of any kind.
Upon such declaration, the Lender, as assignee hereunder or
otherwise, may exercise any or all of the rights and powers and
pursue any and all of the remedies permitted by this Section 6,
and may take possession of all or any part of the Collateral
and may exclude the Owner Trustee (and any Person claiming
under or through Owner Trustee) wholly c¢r partly therefrom,
provided that, the assignments and security interests created
hereby shall not violate or interfere with the rights of the
Lgssee as provided in Section 6.08.

Section 6.05. Remedies. The Owner Trustee agrees, to the
full extent that it lawfully may, that, if one or more Loan and
Security Agreement Events of Default shall have occurred and be
continuing and the maturity of the unpaid principal amount of
Notes shall have been accelerated pursuant to Section 6.04
hereof, then, and in every such case the Lender, as assignee
hereunder or otherwise, shall be paid as a premium in respect
of payment of each Note accelerated pursuant to this
Section 6.05 an amount egqual to the Prepayment Premium and may

exercise any or all of the rights and powers and pursue any or



all of the remedies pursuant to this Section 6 or available to
a secured party under the Uniform Commercial Code (including,
without limitation, the rights to enter any premises or access
any location where any of the Collateral is located and take
posseséion of the Collateral or render it unusable, and the
right to restore any of the Collateral to good repair and
operating condition at the Owner Trustee's exXpense in the event
the Lessee has failed to keep the Collateral in good repair or
operating condition as required by the Lease) or any other
provision of law of any jufisdiction aﬁd in addition may sell,
assign, transfer and deliver, from time to time to the extent
permitted by law, all or any part of the Collateral or any
interest therein,.at any private sale or public auction with or
without demand, advertisement or notice (except as herein
reguired or as may be required by law) of the date, time and
place of sale and any adjournment thereof, for cash or credit
or other property, for immediate or future delivery and for
such price or prices and on such terms as the Lender, in its
uncontrolled discretion, may determine, or as may be required
by law. It is agreed that 20 days' notice to the Owner Trustee
and the Lessee of the date, time and place (and terms, in the
case of a private sale) of any proposed salé by the Lender of
all or any part of the Collateral or interest thereon is
commercially reasonable, and the Lender agrees to give such

notice.



Section 6.06. Return of Collateral, etc. (i) At the

request of the Lender, the Owner Trustee shall promptly execute
and deliver to the Lender such instruments of title and other
documents as the Lender may deem necessary or advisable to
enable the Lender or an agent or representative designated by
the Lender, at such time or times and place or places as the
Lender may specify, to obtain possession of all or any part of
. the Collateral to the possession of which the Lender shall at
the time be entitled hereunder. If the Owner Trustee shall for
any reason fail to execute and deliver such instruments or
documents after such request by the Lender, then the Lender
may, but shall not be reguired to (a) obtain a judgment
conferring on the Lender the right to immediate possession and
requiring the Owner Trustee to execute and deliver such
instruments and documents to the Lender, to the entry of which
judgment the Owner Trustee hereby specifically consents, and
(b) pursue all or part of such Collateral wherever it may be
found and enter any of the premises wherever such Collateral
may be or be suppcsed to be and search for such Collateral and
take possession of and remove such Collateral.

(1ii) Upon every such taking of possession, the Lender
may, from time to time, as a charge against proceeds of the
Collateral, make all such expenditures with respect to the
Collateral as it may deem proper. In each such case, the
Lender shall have the right to deal with the Collateral and to

carry on the business and exercise all rights and powers of the
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Owner Trustee relating to the Collateral, a$ the Lender shall -
deem best, including the right to enter intg any and all such
agreements with respect to the Collateral or any part thereof
as tﬁe Lender may determine; and the Lender‘shall be entitled
to collect and receive all rents, revenues, issues, income,
products and profits of the Collateral and every part thereof
.(without.pfejudice to the right of the Lender under any
provision of this Agreement to collect and geceive all cash
held by, or required to be deposited with, ﬁhe Lender
hereunder) and to apply the same to the cosés and expenses of
managing and otherwise dealing with the Collateral and of

.

conducting the business thereof, and 6f all expenditures with
respect to the Collateral and making of pay@ents which the
Lender may be reguired or may eléct to makei if any, for taxes,
assessments, insurance or other proper'charées upon the
Collateral or any part thereof (inciuding the employment of
engineers and accountants to examine, inspeét and make reports
uéon the properties and books and records oﬁ the Owner Trustee
relating to the Collateral), or under any pﬁovision of this
Agreement, as well as just and reaéonable compensation for the
services of all persons employed by the Lender as leg;l counsel
(including all members of Lender's or any of its Affiliate's
legal department and other legal counsel) and for all other
persons (including attcrneys) properly engaéed by Lender who

are not employees of Lender or any Affiliatq.



Section 6.07. Remedies Cumulative; Discontinuance. Each

and every right, power and remedy herein specifically given to
the Lender or otherwisé in this Agreement shall be cumulative
and shall be in addition to every other right, power and remedy
herein specifically given or now or hereinafter existing at
law, in equity or by statute, and each and every right, power
and remedy whether specifically herein given or otherwise
existing may be exercised from time to time and as often and in
such order as mayv be deemed expedient by the Lender, and the
exercise or the beginning of the exercise of any power or
remedy shall not be construed to be a waiver of the right to
exercise at the same time or thereafter any other right, power
or remedy. No delay or omission by the Lender in the exercise
of any right, remedy or power or in the pursuance of any remedy
shall impair any such right, power or remedy or be construed to
be a waiver of any default on the part of the Owner Trustee or
the Lessee or to be an acquiescence therein. In case the
Lender shall have proceeded to enforce any right, power or
remedy under this Loan. and Security Agreement by foreclosure,
entry or otherwise, and such pﬁodeedings shall have been
determined adversely to the Lender and the Lessee sha11 be
restored to its fofmer position, then the rights hereunder with
respect to the Collateral and all rights, remedies and powers
of the Lender shall continue as if no such proceedings had been

taken.



Séction 6.08. No Action Contrary to Lessee's Rights Under
the Lease. Notwithstanding any of the provisions of this
Agreement to the contrary, except as expressly provided in the
Lease, neither the Owner Trustee nor the Lender shall take any
action which would interfere with the Lessee‘svrights under the
Lease, including the right to possession and use of the
Locomotives during the term of the Léase, so long as no Event
of Default shall have occurred and be continuing.

Section 6.09. The Lender Authorized to Execute Bills of

Sale, etc. The Owner Trustee irrevocably apboints the Lender
the true and lawful attorney-in-fact of the Owner Trustee in
its name and stead and on its behalf, for thg purpose of-
effectuating any sale, assignment, transfer or delivery for the
enforcement of the lien of this Loan and Security Agreement,
whether pursuant to foreclosure or power of sale or otherwise,
to execute and deliver all such bills of sale, assignments and
other instruments as the Lender may consider necessary or
appropriate, with full power of substitution. Nevertheless, if
so requested by the Lender or any pﬁrchaser, the Owner Trustee
shall ratify and cohfirm any such sale, assignments, releases
and other proper instruments to effect such ;atification and
confirmation as may be designated in any such reguest.

Section 6.10. Purchase of Collateral by‘the Lender or

Holders of Notes. To the extent permitted by applicable law,

any hoclder of a Note may be a purchaser of the Collateral or

any part thereof or interest therein at any sale thereof,
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whether pursuant to foreclosure or power of sale or otherwise.
Any holderx bf a Note may apply against the purchase price
theref&r the ﬁmount then due under any of the Notes secured
hereby and any holder of a Note may apply against the purchase
price therefor the amount then due under any Note he}d by such
holder. Any holder of a Note or any nominee thereof shall,
upon any such'purchase, acquire good title to the property so
purchased, free of the lien of this Loan and Security Agreement
and, to the extent permitted by applicable law, free of all
rights of redemption in or by the Owner Trustee.

Section 6.11. Receipt a Sufficient Discharge. Upon any

sale of the Collateral or any part thereof or interest therein
whether pursuant tc forecleosure or power of sale cr otherwise,
the receipt of the officer making the sale under judicial
proceedings or of the Lender shall be sufficient discharge to
the purchaser for the purchase money, and such purchaser shall
not be obliged to see to the application thereof.

Section 6.12. [Intentionally Left Blank]

Section 6.13. Waiver of Various Rights by the Owner

Trustee. The Owner Trustee hereby waives and agrees, to the
extent permitted by applicable law, that it will never seek or
derive any benefit or advantage from any of the following,
whether now existing or hereafter in effect, in connection with
any proceeding under or in respect of this Loan and Security
Agreement:

(i) any stay, extension, moratorium, redemption,

or other similar law;



(ii) any law providing for the valuation or
appraisal of any portion of the Collateral in connection
with a sale thereof;Aor

(iii) any right to have any portion of the

Collateral or othér security for the Notes marshalled.
In the event that the provisions of any of the above referenced
laws cannot, pursuant to the terms of such law, public policy,
or otherwise, be waived in full by Owner Trustee, then such
provisions shall be waived to the fullest e#tent permitted by
~law, and shall be waived completely ané forever upon expiration
cf any period during which such provisions may not be waived.
The Owner Trustee covenants not to hinder, delay or impede the
proper exercise of any right or remedy undef or in respect of
this Loan and Security Agreement, and agrees, to the extent
permitted by appiicable law, to suffer and ﬁermit its exercise
as though no laws or rights‘of the character listed above were

in effect.

Section 6.14. Owner Particivant's Right to Purchase

Notes. Notwithstanding any other provision§ herecf, if (i) a
Loan and Security Agreement Event of Default (which Loan and
Security Agreement Event of Default is solely an Event of
Default) shall have occurred and be continuing, (ii) tﬁe Lender
shall not have theretofore pursued its remedies pursuant to

.§ 14.1(ii) of the Lea;e and (iii) the Notes shall have been
declared immediately due and payable pursuant to Section 6.04

hereof, the Owner Participant may purchase all, but not less



than all, of the Notesbthen outstanding (for the amount
hereinafter set forth) by written notice to the holders of the
Notes, which notice shall be delivered to each such holder
within ten (10) Business Days after such notice of a Loan and
Security Agreement Event of Default and acceleration. Each
holder of a Note, by accepting such Note, agrees that it will,
upon receipt from the Owner Participant of an amount equal to
the aggregate unpaid principal amount (plus Prepayment Premium
previously due and péyable but not paid, if any) of all Notes
then held by such holder, together with all accrued but unpaid
interest thereon to the date of payment (including interest at
the Overdue Rate on overdue principal, premium, if any, and to
the extent permitted by law, interest), togefher with an‘amount
equal to fifty percent (50%) of the otherwise applicable |
Prepayment Premium (computed as though such Notes were béing
prepaid by the Owner Trustee pursu;nt to Section 2.10(1iii)
hereof), plus all other sums then due and payable to such
holder hereunder or undér the Participation Agreement, the
Léase or the Notes, forthwith sell, assign, transfer and convey
to the Owner Participant (without recourse or warranty of any
kind except as to the absence of any lien on such Notes arising
by, through or under such holder), all of the right, title and
interest of such holder in and to the Collateral, this Loan and
Security Agreement, the Participation Agreemgnt and all Notes
held by such holder, and the Owner Participaht shall assume all
of such holder's obligations under the Participation Agreement

and this Loan and Security Agreement.
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SECTION 7. ~ CERTAIN RIGHTS AND DUTIES OF OWNER TRUSTEE

Section 7.01. Action Upon Loan and Security Agreement

Default or Loan and Security Agreement Event of Default. In

the event the Owner Trustee shall have knowledge of a Loan and
Security Agreement Default or a Loan and Security Agreement
Event of Default, it shall give prompt,telex or telegraphic
notice thefeof to the Lender (confirmed by written notice sent
in the manner provided by Section 11.07 hereof). For all
purposes of this Loan and Security Agreement, in the absence of
actual knowledge on the part of an officer in the Corporate
Trust Administratidn department of the Owner Trﬁstee, the Owner
Trustée shall not be deemed to have kﬁéwledge of a Default,
Event of Default, Loan and Security Agreement Default, or Loan
and Security Agreement Event of Default (éxcept the failure of
the Lessee to pay any installment of Basic ﬁent when the same
shall become due, or the failure of.the Lessee to deliver to
the Owner Trustee any instrument or other writing required to
be delivered pursuant to the express terms 6f any Operative
Document by or on a date certain) unless notified in writing by

any holder of a Note, the Owner Participant, or the Lessee.

Section 7.02. Action Upon Payment of Notes or Te;mination
of Lease. Subject to the terms of Section 7.03 hereof, upon
payment in full of the principal of, premium, if any, and the
accrued interest on all Notes then outstanding and all other
amounts then due all holders of such Notes hereunder or under

the Participation Agreement or the Lease, the Lender shall upon
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the written request of the Owner Trustee'(and at the Owner
Trustee's cost and expense) execute and deliver to, or as
directed in writing by, the Owner Trustee an appfopriate
instrument (in due form for recording) releasing all of the
Collateral from the lien of this Agreement. Upon any partial
termination of the Lease with respect to a Locomotive or
Locomotives pursuant to Section 8 thereof, the Lender shall,
upon the written reguest of the Owner Trustee (and at the Owner
Trustee's cost and expense), but only if no Loan and Security
Agreement Default or Loan and Security Agreement Event of
Default shall have-occurred and be continuing and if thé Lender
shall have received an amount in cash sufficient for the
prepayment in full or in part of the principal of, premium, if
any, and interest on the Notes, as determined by Sections 5.03
or 6 hereof, or such greater amount, if any, as may be
prescribed by this Agreement, execute and deliver to, or as
directed in writing by, the Owner Trustee an instrument, in due
form for recording, releasing such Locomotive or Locomotives
from the lien of this Loan and Security Agreement. If part of
any Locomotive is replaced under § 8.1(ii) of the Lease and
transferred to or at the direction of the Lessee thereunder,
the Lender shall, upon the written request of the Ownef Trustee
(and at the Owner Trustee's cost and expense), but only if no
Loan and Security Agreement Deg;ult or Loan and Security
Agreement Event of Default shall have occurred and be

continuing, execute and deliver to, or as directed in writing



by, the Owner Trustee an instrument releasing such part from
"the lien of this Loan and Security Agreement.

Section 7.03. Certain Rights of Owner Trustee.

Notwithstanding any other provision of this Agreement,
including without limitation the Granting Clause hereof,

(i) the Owner Trustee shall retain all rights with respect to
Ekcepted Rights iﬁ Collateral (including the right to exercise
the remedies provided in § 14.1(i) of the Lease with respect to
Excepted Rights in Collateral) and all rights to adjust the
Casualty Value and Basic Rént pursuant to § 4.4 of the Lease;

provided, however, that no such exercise or adjustment shall be

effective to in any way impair, or diminish the lien of this
Loan and Security Agreement on the Ccllateral or to impair or
diminish the rights of the Lender and the holders of the Notes
in respect thereof and (ii) the Owner Trustee shall have the
right, but not to the exclusion of the Lender, (a) to receive
from the Lessee all notices, copies of all documents and all
information which the Lessee is permitted or required to give
or furnish to the "Lessor" or the "Owner Trustee" pursuant to
the Lease or to the "Owner Trustee" pursuant to the
Participation Agreement,'(b) to inspect the Locomotives and the
Lessee's records with respect thereto, (c) to retain all rights
with respect to insurance which Section 8 of the Lease
specifically confers upon the "Lessor" for its own account,

(d) to provide or obtain insurance pursuant to Section 8 of the

Lease, (e) to maintain, service and repair the Locomotives



pursuant to Section 12 of the Lease and (f) to consent to any
amendment or modification of any of the provisions of the
Lease, or to waive any Default pursuant to Section 8.6 of the
Lease, (iii) the Lender shall, if a Loan and Security Agreement
Event of Default shall have occurred and be continuing, have
the sdle right to exercise all rights, privileges and remedies
(either in its own name or in the name of Lessor for the use
and benefit of the Lender) which by the terms of the Lease are
permitted or provided to be exercised by the Lessor; but if no
Loan and Security Akgreement Event of Default shall have
occurred and be continuing, the Lender and the Owner Trustee
may each exercise their respective rights, privileges'and
remedies under the Lease subject to the provisions of this Loan
and Security Agreement, and (iv) so long as no Loan Security
Agreement Event of Default shall have occurred and be
continuing, and subject to Lender's security interest in}the
Collateral, the Owner Trustee shall have the right, to the
exclusion of the Lender, to exercise the rights of Lessor under

§ 17 of the Lease.

SECTION 8. THE OWNER TRUSTEE

Section 8.01. No Representations or Warranties. THE OWNER

TRUSTEE MAKES (i) NO REPRESENTATION OR WARRANTY, EXPRESS OR
IMPLIED, AS TO VALUE, COMPLIANCE WITH PLANS OR SPECIFICATIONS,
QUALITY, DURABILITY, SUITABILITY, CONDITION, DESIGN, OPERATION,

MERCHANTABILITY OR FITNESS FOR USE OR FOR ANY PARTICULAR



PURPOSE OF THE LOCOMOTIVES OR ANY PART THEREOF, OR ANY OTHER
REPRESENTATION OR WARRANTY WHATSOEVER, EXPRESS OR IMPLIED, WITH
RESPECT TO THE LOCOMOTIVES, except as expressly provided in the
Participation Agreement and except that the Owner Trustee, in
its individual capacity, represents and warrants that on each
Delivery Date it shall have received whatever title to the
Locomotives then being delivered as was conveyed to it and that
the Locomotives shall be free of all Lessor's Liens
attributable to it.in its individual capacity and (ii) no
representation or warranty as to the v;lidity, legality or
enforceability of this Loan and Security Agreement, any of the
other agreements entered into in connection with the
transactions contemplated hereby or the Notes, or as to the
correctness of any statement contained in any thereof, except
as expressly provided herein or therein and except that the
Owner Trustee, in its individual capacity, represents and
warrants, assuming due authorization, execution and delivery of
the Trust Agreement by the Owner Participant, that this Loan
and Security Agreement has been executed and delivered by one
of its officers who is duly authorized to execute and deliver
such document on behalf of the Owner Trustee.

Section 8.02. Reliance; Agents; Advice of Experts. The

Owner Trustee shall incur no liability.to any person in acting
upon any signature, instrument, notice, resoclution, request,
consent, order, certificate, revort, opinion, bond or other

document or paper believed by it to be genuine and believed by



it to be signed by the proper party or parties. The Owner
Trustee may‘accept in good faith a certified copy of a
resolution of the Board of Directors of thejLessee as
conclusive evideﬁce that such resolution has been duly adopted

by such Board and that the same is in full force and effect.

SECTION 9. NOTICE OF SUCCESSOR OWNER TRUSTEES

In the cése of any appointment of a successor to the
Owner Trustee pursuant to the Trust Agreemeht or any merger,
conversion, consolidation or sale of substantially all of the
business involving the Owner Trustee pursuaqt to the Trust
Agreement, the successor Owner Trustee shall give prompt
written notice thereof to the Lender and to any other holders
of Notes at the time outstanding. ‘

SECTION 10. . SUPPLEMENTS AND AMENDMENTS TO TRUST
AGREEMENT AND LEASE

Section 10.01. Trust Aareement. The Owner Trustee agrees
that, so ;ong as any Note shall be ocutstanding, it shall not
enter into any amendment or supplement to the Trust Agreement
which in any way adversely affects the intefest of the holder
of any Note except with the prior written approval of the
Lender. A signed copy of each such amendment or supplement
shall be delivered by the Owner Trustee and to the Lender.

Section 10.02. Certain Rights of Owner Trustee.

Notwithstanding any other provision of this Loan and Security

Agreement, so long as no Loan and Security Agreement Event of



Default shall have occurred and be continuing, thé Owner
Trustee shall have the right in conjunction with (but not to
the exclusion of) the Lender, to exercise all rigﬁts of
"Lessor" under the Lease, to execute any election or option or
to make any decision or determination or to give any notice,

consent, waiver or approval under or in respect of the Lease.

SECTION 11. MISCELLANEOUS

Section 11.01. Provisions Applicable if Any Note Sold. In

the event the Lender shall sell or otherwise transfer any Note
or any part thereof, the following provisioné shall apply:

(1) If any Note shall have been. transferred to another
nolder pursuant to Section.2.08 and such holaer shall have
designated in writing the address to which communications with
respect to such Note shall be mailed, all notices,
certificates, requests, statements and other documents required
or permitted to be delivered to the holder by any provision
hereof shall also be delivered to each holder, except that
financial statements and other documents provided for in
Section l11l(a) of the Participation Agreement need not be
delivered to any such holder holding less than 10% of the
aggregate principal amount of Notes from time to time
outstanding.

(ii) Any consent, notice, demand or action required or
permitted by any provision hereof to be given by the Lender

shall be sufficient if given by a Majority in Interest of Note
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Holders, except without the written consent of the holder or
holders of all Notes at the time outstanding, no amendment to
this Agreement shall change the maturity of any Note, or change
the principal of, or the rate or time of payment of interest or
any premium pavable with respect to any Note, or affect the
time or amount of any required prepayments, or reduce the
proportion of the principal amount of the Note regquired with
respect to any consent.

(iii) If after the sale or transfer of any Note or any
part thereof there are two or more holders of Notes, (a) such
holders of Notes may assign to a corporate trustee all of their
right, title and interest in and to the Collateral under this
Loan and Security Agreement and (b) the Owner Trustee shall not
unreasonably withhold its consent to any amendment to this Loan
and Security Agreement which is proposed by a Majority in
Interest of.Note Holderé in order to reflect that a corporation
trustee is then acting for the benefit of the holders of the
Notes, which amendment may include, among other provisions,
provisions providing for (I) all payments made by the Lessee
under the Lease to be paid directly by the Lessee to such
trustee and to be distributed by such corporate trustee
pursuant hereto and (II) such corporate trustee to exercise the
rights and remedies of holders of the Notes in respect of the
Collateral under this Loan and Security Agreement.

Section 11.02. Termination of this Loan and Security

Agreement. This Agreement shall terminate and this Agreement
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shall be of no further force or effect upon satisfaction of the
conditions set forth in the "Provided However" clause preceding
Section 1 hereof.

Section 11.03. Appointment of Lender as Attorney; Further

Assurances. The Owner Trustee hereby constitutes the Lender
the true and lawful attorney of the Owner Trustee irrevocably
with full power (in the name of the Owner Trustee or otherwise)
te ask, require, demand, receive, compound and give acguittance
for any and all moneys and ciaims for monevs due and to become
due under or arising out of the Lease or the Participation
Agreement (except to the extent that such moneys and claims
constitute Excepted Rights in Collateral), to endorse any
checks ¢or other instruments or orders in connection therewith
and to file any claims or take any action or institute any
proceedings which the Lender may request in the premises (other
than with respect to Expected Rights in Collateral). At any
time and from time to time upon the request of the Lender (and
upon receipt of the form of document so to be executed), the
Owner frustee shall promptly and duly execute and deliver any
and all such further instruments and documents as the Lender
may request in obtaining the full benefits of the security
interests and assignments created or intended to be created and
of the rights and powers herein granted. Upon the instructions
(which instructions shall be accompanied by the form of
document to be filed) at any time and from time to time of the

Lender, the Owner Trustee shall execute and file any financing
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statement (and any continuation statement with respect to any
such financing statement), any certificate of title or'any
other document relating to the security interests or the
assignments created by this Agreement as may be specified in
such instructions.

Section 11.04. Sale of Collateral by Lender Binding. Any

sale or other conveyance of the Collateral by the Lender made
pursuant to the terms of this Agreement or of the Lease shall
bind the OQner Trustee and the holders of the Notes and shall
be effective to transfer or convey all right, title and
interest of the Owner Trustee and such holders in and to the
Collateral. No purchaser or other grantee shall be required to
inguire as to the authorization, necessity, or regularity of
such sale or conveyance or as to the application of any sale or
other proceeds with respect thereto by the Lender.

Section 11.05. Agreement for Benefit of Parties and Holders

of Notes Only. Nothing in this Agreement, whether express of

implied, shall be construed to give to any person other than
the parties hereto, the Lessee, the Owner Participant and the
holders of the Notes any legal or equitable right, remedy or
claim under or in respéct of this Agreement, and this Agreement
shall be for the sole and exclusive benefit of the pafties

hereto, the obligator under the Notes, and the holders of the

Notes.
Secticn 11.086. Owner Trustee Not Acting in Individual
Capacity. The Lender acknowledges that the Owner Trustee is
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entering into this Loan and Secﬁrity Agreement solely as Owner
Trustee under the Trust Agreement and not in its individual
capacity and in no case whatsoever shall it (or any entity
acting as successor Owner Trustee under the Trust Agreemént) be
personally liable on, or for any loss in respect of, any of the
statements, répresentations, warranties, agreements or
obligations of the Owner Trustee hereunder, as to all of which
the holders of the Notes agree to look solely to the Trust
Estate, except that the Owner Trustee shall be liable, in its
individual capacity (i) for its own wiilful misconduct or gross
negligence (other than with respect to the handling of funds,
in which case the Owner Trustee shall be accountable for its
failure to exercise cordinary care), or (ii) in the case of the
inéccuracy of any of its representations or warranties
expressly made in its individual capacity contained in or
referred to in Section 8.01 herein, or as expressly provided in
the Section 6(b) of the Participation Agreement or in the Lease.
Section 11.07. Notices. Unless otherwise specifically
provided herein, all notices, reguests, demands and other
communications required or contemplated by the provisions
hereof shall be in writing, and any such notice shall become
effective and deemed received by the addressee thereof for all
purposes hereunder, if delivered by hand when receivea, or if
mailed, on the fifth Business Day after deposit thereof in the
United States méil, first class mail, postage prepaid addressed

as reguired by Section 14 of the Participation Agreement.

-72-



Notwithstanding the foregoing,‘any such notice, request, demand
or other communication may be given by overnight delivery
service, telex or telegraph, and shall be effective the day
after delivered to or deposited with a recognized overnight
delivery service, when sent over a telex owned or operated by a
party hereto with an answer back response set forth on the
sender's copy of the document or when delivered to the
telegraph company, as the case may be.

Section 11.08. Severability. Any provision of this Loan

_and Security Agreement which is prohibited or unenforceable in
any jurisdiction shall, as to such jurisdiction, be ineffective
to the extent of such prohibition or unenfor;eability without
invalidating the remaining provisions herecf, and any such
prohibition or unenforceability in any jurisdiction shall not
invalidate or render unenforceable such provision in any other

jurisdiction.

Section 11.09. Written Changes Only. No term or provision
of this Loan and Security Agreement or any Note may be changed,
waived, discharged or terminated orally, buﬁ only by an
instrument in writing signed by the party of other person
against whom enforcement of the change, waiQer, discha;ge or
termination is sought; and any waiver of the térms hereof or of
any Note shall be effective only in the specific instance and
for the specific purpose given.

Section 11.10. Counterparts. This Loan and Security

Agreement may be executed by the parties hereto in separate



coﬁnterparts (or upon separate signature pages bound together
into one or more counterparts), each of which when so executed
and delivered shall be an original, but all such counterparts
shall together constitute but one and the same instrument.

Section 11.11. Successors and Assigns. All covenants and

agreements contained herein shall be binding upon, and inure to
the benefit of, the parties hereto and their respective
successors and assigns andveach holder of a Note. Any request,
notice, direction, consent, waiver or other instrument or
action by any holdgr of a Note shall bind the successors and

assigns thereof.
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Section 11.12. Headings; References, et;. The table of
contents hereof and headings of the various Sections and
subsections herein are for convenience of reference only and
shall not modify, define, expand or limit ahy of the terms or
provisions hereof. References herein to Sections or
subsections without reference to the document in which they are
contained are references to this Loan and Séecurity Agreement.

Section 11.13. Governing Law. This Loan and Security

Agreement and the Notes shall in all respects be governed by,
and construed in accordance with, the laws of the State of
Minnesota, including all matters of construetion, validity and
performance.

IN WITNESS WHEREOF the Owner Trustee and the Lender
have executed this Loan and Security Agreement as of the day
and year first above written. I
[Seal] WILMINGTON TRUST COMPANY, not

individually (except as
otherwise provided in Section

8.01 of the foregoing
instrument), but solely in its

capacity
the Tru
By:
Its _ v_[
[Seal] THE PRUDENTIAL INSURANCE COMPANY
OF AMERICA
By:

Its Vice President
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State ofM )
) ss
County of WéwCLAMLA—

On this day of December, 1987, before me personally
appeared Nwmam Sowden”l , to me personally known, who, being
by me duly sworn, did say that (s)he is a Vice President of
Wilmington Trust Company, that the seal affixed to the
foregoing instrument is the corporate seal of said corporation,
that said instrument was signed and sealed on behalf of said
corporation by authority of its Board of Directors; and (s)he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said ation.

N>tary Public

My Commission Expires:

Wy

State of )
) ss.
County of )
On this day of December, 1987, before me personally
appeared , to me personally known, who, being
by me duly sworn, did say that (s)he is a of The

Prudential Insurance Company of America, that the seal affixed
to the foregoing instrument is the corporate seal of said
corporation, that said instrument was signed and sealed on
behalf of said corporation by authority of its Board of
Directors, and (s)he acknowledged that the execution of the
foregoing instrument was the free act and deed of said
corporation.

Notary Public

My Commission Expires:
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Section 11.12. HBeadings; References, etc. The table of

contents hereof and headings of the various Sections and
subsections herein are for convenience of reference only and
shall not modify, define, expand or limit any of the terms or
provisions hereof. References herein to Sections or
subsections without reference to the document in which they are
contained are references to this Loan and Security Agreement.

Section 11.13. Governing Law. This Loan and Security

Agreement and the Notes shall in all respects be governed by,
and construed in accordance with, the laws of the State of
Minnesota, includiﬁg all matters of construction, validity and
performance.

IN WITNESS WHEREOF the Owner Trustee and the Lender
have executed this Loan and Security Agreement as of the day

and year first above written.

[Seal) - WILMINGTON TRUST COMPANY, not
individually (except as
otherwise provided in Section
8.01 of the foregoing
instrument), but solely in its
capacity as Owner Trustee under
the Trust Agreement

By:

Its

[Seal) THE PRUDENTIAL INSURANCE COMPANY

OF AMEB A ::

Its Vice President and Counsel
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State of )
) ss.
County of )
On this day of December, 1987, before me personally
appeared , to me personally known, who, being

by me duly sworn, did say that (s)he is a Vice President of
Wilmington Trust Company, that the seal affixed to the
foregoing instrument is the corporate seal of said corporation,
that said instrument was signed and sealed on behalf of said
corporation by authority of its Board of Directors; and (s)he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said corporation.

Notary Public

My Commission Expires:

State of MINNESOTA )
) ss.
County of HENNEPIN )

On this 9th day of December, 1987, before me personally
appeared _Bruce A. Poulsen , to me personally known, who, being
by me duly sworn, did say that gghhe is a Vice President and”Ceunsel of The
Prudential Insurance Company of America, that the seal affixed '
to the foregoing instrument is the corporate seal of said
corporation, that said instrument was signed and sealed on
behalf of said corporation by authority of its Board of
Directors, and xXhe acknowledged that the execution of the
foregoing instrument was the free act and deed of said

corporation.
O thuoo K- Haswan

Notary Public

CYNTHIA K. HARRER
NOTARY PUBLIC-MINNESOTA
5 HENNEPIN COUNTY

MY cCOMMISSION EXPIRES APR, 9, 1991

My Commission Expires:

d.q qj

«75a



EXHIBIT A TO LOAN
AND SECURITY

AGREEMENT
SUPPLEMENT NO. TO LOAN AND SECURITY AGREEMENT
This Supplement No. is dated ,

19 and is entered into by WILMINGTON TRUST COMPANY, not in
its individual capacity but solely as trustee under that
certain Trust Agreement dated as of December 10, 1987 (the
"Trust Agreement") between PacifiCorp Finance, Inc., a Delaware
corporation, and said trustee (the "Owner Trustee"), and The
Prudential Insurance Company of America, a New Jersey
corporation (the "Lender").

A. The Owner Trustee and the Lender have entered
into a Loan and Security Agreement dated as.of December 10,
1987 (as from time to time supplemented, the "Agreement").

B. Unless otherwise defined herein, the capitalized
terms used herein are used with the respective meanings
specified in the Agreeﬁent.

C. The Agreement contemplates the execution and
delivery from time to time of Loan and Security Agreement
Supplements substantially in the form hereof.

NOW, THEREFORE, TO SECURE THE PAYMENT of the principal
of and interest on the Notes according to their tenor and
effect and to secure the payment and performance of all other
indebtedness which the Agreement by its terms secures and the

performance and observance of all covenants, obligations and



conditions contained in the Notes, the Agreement and the
Participation Agreement, the Owner Trustee does hereby grant,
bargain, sell, transfer, convey, warrant, mortgage, assign,
pledge, hypothecate and grant a continuing security interest
unto the Lender, its successors and assigns, in and to all and
singular of the Owner Trustee's properties, rights, inferests
and privileges and the proceeds thereof (whether now owned 6r
hereafter acquired), except any Excepted Rights in Collateral,
including, without . limitation, the following:

(a) each of the Locomotives éescribed in Schedule A&
annexed hereto;

{b) all additional or substitute Locomotives which
hereafter may be subjected to the lien and security of the
Agreement by operation thereof;

(¢) all income, revenues, issues, profits and
proceeds arising from or in connection with any of the
foregoing; and

{(d) each Lease Supplement relating to such
Locomotives and all amounts payable thereunder.

TO HAVE AND TO HOLD THE above-described Collateral
unto the Lender, its successors and assigns, forever, upon the
terms herein and in the Agreement set forth, for the benefit of
the Lender, its successors and assigns.

This Supplement shall be construed in connection with
and as a part of the Agreement, and all terms, conditions and
covenants contained in the Agreement, as hereby supplemented,

shall remain in full force and effect.



This Supplement may be executed in any number of
counterparts (or upon separate signature pages bound together
into one or more counterparts), each of which shall constitute
an original but which, when taken together, shall constitute
but one instrument.

WILMINGTON TRUST COMPANY,
[Seal] not individually but solely
in its capacity as Owner

Trustee under the Trust
Agreement

By

Its

THE PRUDENTIAL INSURANCE COMPANY
[Seal] : OF AMERICA

By

Its
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State of )
) ss.
)

County of
On this day of , , before me
personally appeared , to me personally known,

who, being by me duly sworn, did say that (s)he is a

of Wilmington Trust Company, that the seal
affixed to the foregoing instrument is the corporate seal of
said corporation, that said instrument was signed and sealed on
behalf of said corporation by authority of its Board of
Directors; and (s)he acknowledged that the execution of the
foregoing instrument was the free act and deed of said
corporation.

"Notary Public

My Commission Expires:

State of )
) ss.
County of )
On this day of , , before me
personally appeared , to me personally known,

who, being by me duly sworn, did say that (s)he is a

of The Prudential Insurance Company of America, that the seal
affixed to the foregoing instrument is the corporate seal of
said corporation, that said instrument was signed and sealed on
behalf of said corporation by authority of its Board of
Directors, and (s)he acknowledged that the execution of the
foregoing instrument was the free .act and deed of said
corporation. ‘

Notary Public

My Commission Expires:




SCHEDULE A TO LOAN AND
SECURITY AGREEMENT
SUPPLEMENT

Description of Locomotives

[To be provided by Soco Line Railroad Company]
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EXHIBIT B TO LOAN AND
SECURITY AGREEMENT
THIS NOTE HAS BEEN ISSUED WITHOUT REGISTRATION UNDER
THE éECURITIES ACT OF 1933, as amended (THE "ACT") OR ANY
STATE'S BLUE SKY LAW. THIS NOTE MAY NOT BE TRANSFERRED EXCEPT
IN A SALE EITHER (1) REGISTERED UNDER THE ACT OR ANY APPLICABLE
BLUE SKY LAW (AND THE ISSUER IS NOT REQUIRED TO PROVIDE ANY
SUCH REGISTRATION) OR (2)EXEMPT FROM SUCH REGISTRATION(S) (AND
THE ISSUER IS NOT REQUIRED TO TAKE ANY ACTION TO MAKE AVAILABLE
ANY SUCH EXEMPTION(S)).
{FORM OF REGISTERED NOTE]

 10.82% Secured Note Due 2002

Registered No. ‘ $

WILMINGTON TRUST COMPANY, a Delaware banking corporation,
not in its individual capacity, but solely as trustee under
that certain Trust Agreement, dated as of December 10, 1987
(the "Trust Agreement") between PacifiCorp Finance, Inc., a
Delaware corporation (the "Owner Participant"), and said
trustee (the "Owner Trustee"), for value received, hereby
promises to pay to THE PRUDENTIAL INSURANCE COMPANY OF AMERICA,
a New Jersey‘corpO'ation ("Lender"), or registered assigns, on
or before January 5, 2002, as herein provided, the principal

sum of DOLLARS ($ ), with principal

payments to be made as set forth on the Amortization Schedule
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attached to this Note and with interest (computed on the basis
of a 360-day year of twelve 30-day months) on the unpaid
principal amount of this Note from the date hereof to maturity
.at the rate of 10.82Y% per annum, payable semi-annually on each
January 5th and July 5th in each year, commencing January 5,
1988, and to pay interest on any overdue principal, premium (if
any) and interest, at the rate per annum equal to the higher of
11.827% or the rate publicly announced by Morgan Guaranty Trust
Company of New York from time to time in New York City as its
prime or reference rate (or at such lesser rate of interest as
may be the maximum not prohibited by applicable law), in each
case computed on the basis of a 360-day year of twelve 30-day
‘months. If any payment date is not a Business Day, the payment
due on such date shall be payable on the next succeeding
Business Day.

1. Issuance of Notes. This Note is issued pursuant to the

Participation Agreement dated as of December 10, 1987, between
Soo Line Railroad Company, a Minnesota corporation (the
"Lessee"), Lender, the Owner Participant and the Owner Trustee
(as from time to time supplemented and amended in accordance
with the terms thereof, the "Participation Agreement"), and is
secured by the Loan and Security Agreement dated as of

December 10, 1987, between the Owner.Trustee and the Lender (as
from time to time supplemented and amended in accordance with
the terms thereof, the "Loan and Security Agreement"). Unless

otherwise defined herein, capitalized terms in this Note are
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used with the respective meanings specified in the
Participation Agreement.

2. Payment From Collateral. This Note shall be paid only

from the Collateral, and each holder and registered owner, by
its acceptance of this Note, agrees (i) that it will look
solely tc the Collateral for any and all amounts payable
hereunder, and (ii) that neither the Owner Trustee nor Owner
Participant is liable in its individual capacity to the holder
or registered owner hereof for any amounts payable hereunder,
provided that the foregoing provisiong'of this paragraph shall
not prevent or limit recourse tc the Collateral or constitute a
waiver, release or discharge of any indebtedness or obligation
evidenced by the Notes or secured by the Loan and Security
Agreemenﬁ but the same shall continue until paid or discharged
and the foregoing provisions of this paragraph shall not

(A) limit the right of any person to name the Owner Trustee or
any other person or entity as a party defendant in any action
or suit to enforce the non-recourse liasbility of the Owner
Trustee or for a judicial foreclosure of or in the exercise of
any other remedy under the Notes or under the Operative
Agreements, under applicable law, so long as no judgment
seeking personal liability shall be asked for or, if obtained,
enforced against the Owner Trustee, or (B) prevent recourse to
the Lessee for any amqunts due under the Lease assigned to the

Lender pursuant to the Loan and Security Agreement.



3. Prepayments. The prihcipal of this Note is subject to

the prepayment by the Owner Trustee, only td the extent and
under the circumstances set forth in the Loan and Security
Agreement, at a price.equal to 100% of the principal ambunt
hereof to be prepaid plus interest accrued and unpaid to the
date of such prepayment, together with the premium (if any)
provided for in the Loan and Security Agreement upon such
prepayment.

4. Description of Coilateral. Reference is hereby may to

the Loan and Secufity Agreement for a description of the
Collateral thereby granted, assigned and plédged, the nature,
extent and priofity of the security for the Notes, the rights
of the holders and registered owners of the Notes, and the
Owner Trustee in respect of such security and otherwise and to
the Participation Agreement for the terms upon which the Notes
are authenticated and delivered.

5. Event of Default. Upon the occurrence of a Loan and

Security Agreement Event of Defaulf specifiéd in the Loan and
Security Agreement, the principal hereof, the premium hereon
(if any) and the interest accrued and unpaid hereon may be
declared to be fofthwith due and payable as provided in the
Loan and Security Agreément.

6. Registered Notes. This Note is a registered Note and,

as provided in the Loan and Security Agreement,'upon surrender
. ) |
of this Note for registration of transfer, duly endorsed, or

accompanied by a written instrument of transfer duly executed,
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by the registered holder hereof or his attorney duly authorized
in writing, a new Note for a like principal.amount‘will be
issued to, and registered in the name of, the transferee.

Prior to duelpresentment for registration of transfer, the
Owner Trustee may treat the person in whose name this Note is
registered as the owner hereof for the purpose of receiving
payment and for all other purposes, end the Owner Trustee shall
not be affected by any notice to the contrary.

7. Fees and Expenses; Waiver; Governing Law.

(a) Owner Trustee agrees to pay, and save the holder
hereof harmless against any liability for, the expenses arising
in connection with the enforcement by holder of any of its
rights under this Note.

(b) Owner Trustee expressly walves any presentment,
demand, protest or notice in connection with this Note, now or
hereafter, required by applicable law.

(c) This Note has been delivered in Minnesota and shall be

deemed to be a contract made under the laws of the State of
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Minnesota and for all purposes shall be govérned by and
construed in accbrdance with the laws of the State of
Minnesota, without giving‘effect to principles of conflicts of
laws.

IN WITNESS WHEREOF, the Owner Trustee has caused this Note

to be duly executed and delivered.

WILMINGTON TRUST COMPANY,

a Delaware banking corporation not
in its individual capacity but
solely in its capacity as Owner
Trustee under the Trust Agreement

By:

Its




AMORTIZATION SCHEDULE TO 10.82%
SECURED NOTE DUE JANUARY 5, 2002

Principal Amortization Schedule
(Payment Required Per $1,000,000
Principal Amount of 10.82Y% Secured
Note Issued by Owner Trustee)

Installment
Payment Principal
Date _ Repayment

January 5, 1988
July 5, 1988
January 5, 198¢S
July 5, 1889
January 5, 1990
July 5, 1990
January 5, 1991
July 5, 1¢91
January 5, 1982
July 5, 19892
January 5, 1993
July 5, 1293
January 5, 199%
July 5, 1994
January 5, 1995
July 5, 1995
January 5, 1996
July 5, 1996
January 5, 1997
July 5, 1997
January 5, 19S8
July 5, 1998
January 5, 1999
July 5, 1999
January 5, 2000
July 5, 2000
January 5, 2001
July 5, 2001
January 5, 2002
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