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Funding Systems Railcars, inc.

TRI-STATE CENTER ¢ SUITE 370 ¢ 2215 SANDERS RD. ¢« NORTHBROOK, IL 60062 ¢ (312) 272-8350
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January 16, 1985 o R
Ot 1) B 1 3 '_' Z ':_-l_?;
Mr. James H. Bayne E) U52 A04 S A i
Secretary - oo
Interstate Commerce Commission mmmno....m ----- 5h Q:ua . ;J,, 7o
Washington, DC 20423 n . - 2
JAN23 1985 -2 22 PH : &

Dear Sir:

INTERSTATE COMMERCE COMMISSION
Enclosed for recordation pursuant to the provisions of Section 11303 of
Title 49 of the U.S. Code and the regulations thereunder are the original
and one copy of Lease Agreement, a primary document, dated October 5, 1984.

The names and addresses of the parties to the enclosed documents are

Lessor: Funding Systems Railcars, Inc.

2215 Sanders Road

 TIAN 231985
Suite 370 .

Northbrook, IL 60062

Teles s el

(0-00 ...
Tuscola & Saginaw Bay Railway Company, Inc. \
538 East Huron Avenue

Vassar, MI 48768 '

Lessee:

A general description of railroad equipment covered by the enclosed document
is as follows:

Fifty (50) gondola railroad cars bearing the
identification marks TSBY.

The original and all extra copies of the enclosed documents should be

returned to Ms. Sharon Schumacher of Funding Systems Railcars, Inc., 2215
Sanders Road, Suite 370, Northbrook, IL 60062

Also enclosed is a remittance in the amount of $10.00 for payment of
recordation fees.



Mr. James H. Bayne

Interstate Commerce Commission
January 16, 1985
Page 2

I am an officer of Funding Systems Railcars, Inc. and have knowledge of the
matters set forth herein,

Very truly yours,

o e 78l
S

Dennis T. Hurst

DTH:pb
encl,

SENT VIA: Certified Mail



1/23/85
Fnterstate €ommeree Commission |
Washington, B.E. 20423

OFFICE OF THE SECRETARY

Sharon Schumacher:

Funding Systems Rallcars,Ing.

2215 Sanders Road,Suite 379=
~ Northbrook,I1linois 60062

Dear Ms. Schumacher:

The encloséd document {s) was recorded pursuant to the provi-
sions of Section 1130'3 of the Interstate (éommerce Act, 49 U.S.C.
11303, on 1/23/85 at 12:25pm and assigne'dyre-
récordation number (s). 14556

Sincerely yours,

y J/F5
nﬂ/q ’/‘\/‘ ie}j ;
‘Secretary = ...ize
Enclosure (s)
SE-30

(7/79)
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" STATE OF ILLINOIS ) ‘
) 14556
COUNTY OF DU PAGE ) LEoasONTN R0 Foet 1028

JAN23 1985 -12 23 PM
INTERSTATE COMMERCE COMMISSION

On this 16th day of Jéndafy., 1985, I hereby certify that I have
compared the attached copy of the Lease Agreement between Funding Systems
Railcars, Inc. and Tuscola & Saginaw Bay Railway Company, Inc. dated October
5, 1984 with the original and have found the copy to be complete and
identical in all respects to the original document.

PRV

T Notary Public

My commission expires:

Ny Commission Exgires Jan. 27, 1983
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THIS LEASE AGREEMENT(the "Agreement"), made as of this fifth
_Octpber, 1984, between Funding Systems Railcars, Inc., a Delaware corpor-
ation, 2215 Sanders Road, Suite 370, Northbrook, I1linois 60062, ("Lessor"),
as Lessor, and Tuscola & Saginaw Bay Railway Company, Inc., a Michigan cor-
poration, 538 East Huron Avenue, Vassar, Michigan 48768, ("Lessee"), as

Lessee,

1. Scope of Agreement

A. Lessor agrees to lease to Lessee, and Lessee agrees to lease from
the Lessor upon the terms and conditions set forth here{n, a number of items
of equipment of the number, type and description as set forth in any lease
schedules executed by the parties concurrently herewith or hereafter and made-
a part of this agreement. The word "Schedule" as used herein includes the
schedule or schedules executed herewith and any additional schedules, amend-
ments .and exhibits thereto, each of which when signed by both parties shall
be a part of this agreement. The scheduled items of equipment are hereinafter
called collectively the "Cars" and each individual scheduled item of equipment

is.hereinafter called a "Car".

B. It is the intent of the parties to this Agreemént that Lessor shall
at all times be and remain the Lessor of all Cars. Lessee agrees that it will
at no time take any action or file any document thch is inconsistent with thé
foregoing intent and it will take such action and execute such documents as

may be necessary to accomplish this intent.
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C. On or before January 31, 1985, Lessee shall have the option to
lease up to fifty (50) additional similar Cars, and make‘such Cars subject
to this Agreement.

2. Term |

A. This Agreement shall remain in full force until it shall have been
terminated‘as to all of the Cars as provided herein. The term of lease with
respect to all of the Cars shall be for approximately three years commencing
upon (a) the date when all Cars on Schedule 1 haQé been delivered as set
forth in Section 3A hereof or (b) January 1, 1985, whichever is earlier, and

ending on December 31, 1987.

3. Supply Provisions

A. The equipment shall be moved to Lessee's raiiroad line at no cost

to Lessee as soon as is consistent with mutual convenience and economy.

To move the Cars to Lessee's railroad 1ine and insure optimal use of the
Cars after the fifSt loading of freight for each Car on the railroad line of
Lessee (the "Initial Loading"), Lessor agrees to assist Lessee in monitoring
Car movements and, when deemed necessary by Lessee and Lessdr, tb issue move-
ment orders with respect to such Cars to other railroad lines in accordance

with ICC and AAR interchange agreements and rules.

If Lessor incurs expenses in having other railroads move the Cars in
accordance with this Section, except for any expeﬁses incurred in the initial
delivery of the Cars to Lessee's railroad line pursuant to this Section, unless
such movement is made with the concurrence of-Lessor, Lessee shall reimburse |

Lessor for such expenses within ten (10) days of receipt of invoice from Lessor.



8. Lessee has received a description of the railroad cars identified
on Schedule 1. Lessee has approved the description and quantity of Cars
identified in Schedule 1. Lessee may, at its qption and expense, inspect
any of.the Cars at the present point of storage on the Wisconsin & Southern
Railroad upon reasonable notice to Lessor and during regular business hours.
If, upon inspection, Lessee rejects any Car as not being in good oprating
condition, Lessor shall have the right to substittue another Car of the same
type as the Car rejected. Any Car not rejected by Lessee or any Car for
which Lessee has not exercised its right of inspectidn shall be deemed to be

acceptable to Lessee for its intended use thereof.

. C. Lessee shall give preference to Lessor and shall load the Cérs leased
from Lessor prior to loading rail equipment similar to the Cars interchanged
with other railroads or leased, purchased or managed by Lessee subsequent to
the date of this Agreement, provided, however, that this shall in no event

prevent Lessee from fulfilling its common carrier obligations to provide trans-

portation services upon reasonable request therefore to shippers on its railroad.

D. Additional Cars may be leased from Lessor by Lessee only upon the
mutual agreement of the parties hereto. Upon such agreement, such additional
Cars shall be identified in Schedules to this Agreement and shall benefit from
and be subject to this Agreement upon execution of the Schedules by Lessor

and Lessee.

4. Railroad Markings and Record Keeping

A. Lessor agrees that it will pay actual costs incurred by Lessee in
lettering any Car which has not been remarked with Lessee's reporting marks

prior to delivery, but not to exceed $100.00 per Car.



B. At no cost to Lessee, Lessor shall during the term of the Agreement
cause to be prepared for Leséee‘s signature and filing all documents relating
to the registration, maintenance and record keeping functions involving the
Cars. Such documents shail include (i) appropriate AAR documents including an
application, if applicable, for relief from AAR Car-Service Rules; (ii) regis-
tration in the Official Railway Equipment Register and the Universal Machine
Languége Equipment Register; and (iii) such other reports as may be required

from time to time by the ICC and/or other regulatory agencies.

C. Each Car leased hereunder shall be registered by Lessee at no cost
to Lessor in the Official Railway Equipment Register and the Universal Machine
Language Equipment Register (UMLER). Lessee, or its assignees shall, at
Lessee's expense, on behalf of Leésor, perform all record keeping functions
relating to the use of the Cars by Lessee and other Eailroads in accordance
with AAR railroad interchange agreements and rules, including but not limited

to, car hire reconciliation and issuance of claims.

D. A1l recqrd keeping by Lessee hereunder and all record of payments,
charges ana correspondence related to the Cars shall be separately recorded
and maintained by Lessee in a form suitable for reasonable inspection by
Lessor from time to time during regular Lessee business hours. Lessee shall
supply Lessor with such infofmation regarding the use of the Cars by Lessee

on its railroad line as Lessor may reasonably request.

5. Maintenance, Taxes and Insurance

A. Except as otherwise provided herein, Lessor will pay all costs,
expenses, fees and charges incurred in connection with the use and operation
of each of the Cars during the term of this Agreement and any extension thereof,

iaciuding, but nol limited to repairs, maintenance and servicing, unless the ,



same was occasioned by the faull of Lessce or in instances which the inter-
change rules would assign responsibility ?or such ioss, damage, destruction

or 1iébi11ty to Lessee. In the event of damage caused by Lessee in accordance
with the preceding sentence, Lessee shall pay rental to Lessor out of Lessee's
share of revenues bursuant to Paragraph 6.B.(ii) for the time the applicable
Car is out of service and on Lessee's line in accordance with Paragraph 6.A.(1)
provided that Lessor provides Lessee repair facility disposition within forty-
eight hours of a request for repair facility dispostion by Lessee. In the
event of other repairs and maintenance required for the Cars, Lessee shall

~ provide to Lessor copies of invoices and billing repair cards for approval
prior to payment by Lessee. Lessee shall inspect all Cars interchanged to

it to insure that such Cars are in good working order and condition and

shall be liable to Lessor for any repairs required for damage not noted at

the time of interchange.

B. Except as provided above, Lessor shall, at its expense, make or
cause to be made such inspections of, and maintenance and repairs to, the
‘Cars as may be required. Lessee shall cooperate in these endeavors with
Lessor so long as Lessee's operations are not interrupted. Upon request of
Lessor, Lessee shall perform any necessary maintenance and repairs to Cars
on Lessee's railroad tracks as may be reasonably requested by Lessor, provided
‘that such work would otherwise normally have been performed by Lessee on other
Cars owned, leased or managed by Lessee. Lessor shall also maké, or cause to
be made, at its expense, all alterations, modifications or replacement of
parts, as shall be necessary to maintain the Cars in good operating condition
throughout the term of the lease of such Cars. Lessee may make running repairs
to facilitate continued immediate use of a Car, but shallnot otherwise make
any repairs, alterations, improvements or additions to the Cars without Lessor's
prior written consent. If Lessee makes an alteration, improvement, or addition
to- any Car without Lessor's prior written consent, Lessee shall be 1iable to
Lessor for any revenues lost due to such alteration. Title to any such alter-



ation, improvement or addition shall be and remain with Lessor. Lessor shall
compensate Lessee for any repairs made by Lessee pursuant to this paragraph at

70% of the then current AAR labor rate.

C. As long as this Agreement shall remain in effect,‘Lessee shall be
responsible for the Cars (i) while in Lessee's possession‘or control, and (ii)
{n the same manner that Lessee is responsible under Interchange Rules for
similar equipment not owned by Lessee. Lessee shall, at all times while this
Agreement is in effect, at its own expense, cause to be carried and maintained
(a) physical loss or damage insurance with respect to the Cars while on Lessee's
tracks; and (b) public liability insurance with respect to third party personal
injury and property damage, in each case in such amounts and for such risks
and with'such insurance companies as are consistent with prudent industry prac-
tice, Lessee shall furnish to Lessor concurrently with the execution hereof,
and thereafter at intervals of not more than twelve (12) calendar months,
certificates of the aforesaid insurance signed by an independent insdrance
broker. A1l insurance shall be taken out in the name of Lessee and shall name
Lessor .and any assignee of Lessor as additional ngmed insuréd on the public
liability insurance with respect to third party personal injury and property
damagé, and shall also list Lessor and any assignee of Lessor as loss-payees
on the property insurante. Said policies shall provide that Lessor and any
assignee of Lessor shall receive thirty (30) days prior written notice of any
material changes in coverage or cancellation thereof. Lessof and/or its assignee
may, at its option, re-evaluate the insurance coverage provided by Lessee, and
request additional coverage as deemed reasonable and prudent. Lessee hereby
agrees to endorse insurance prdteeds or railroad payments relating to loss or

destruction of any Car or Cars at the direction of Lessor.



D. Lessor agrees to reimburse Lessee for all taxes or assessments
actually paid by Lessee relating to the Cars and on the lease, de]ivery
or operation thereof, except taxes on income imposed on'Lessee, provided
that Lessor received notice of assessment prior to payment, levied, assessed
or imposed during the lease term. Lessee will comply with all state and
local laws requiring the filing of personal property/ad valorem tax returns
'on'the Cars. Lessee agrees to apply any persona1 property/ad valorem tax
éredits or deductions including those associated with rehabilitation or
maintenanée of way expenditures to the Cars, at no cost to Lessor, prior
to the application of any tax credits or deductions for cars used in inter-
change service that are either owned, leased or managed by Lessee at this
time or subsequent to this Agreement. In»the event that personal property/
‘ad valorem taxes are actually paid after application of the available credits
or deductions as discussed above, such payment shall be made 50% by Lessor
and 50% by Lessee. Lessee's portion of personal property/ad va]orem’taxes

will be paid solely from revenues Lessee receives pursuant to Paragraph 6.B.(ii).

Lessor shall réview all applicable tax returns prior to filing. Notwith-
standing an} portion of this Section, Lessor shall nut be responsible for
penalty or interest assessments resulting from Lessee's failure to comply

‘with any regu]étion or statute of any city, coﬁnty, state or other taxing

or assesSing authority. Lessor may, in good faith and by appropriate
proceedings, contest any assessment, notification of assessment or tax bill
as relates to the Cars on behalf of Lessee. Lessor shall assume full respon-

siblity for all expenses including legal fees resulting from such contest.



6. Lease Rental

A. Definitions

(i) "Revenues" shall be the total Revenues earned and due from other
railroad companies for the use or handling of the Cars inc]uding hourly car
hire and mileage, whether 6r not collected and received by Lessee and without
regard to any claimed abatement, reduction ofloffset.' In the event Lessee
is responsible for damage to a Car pursuant to Paragraph 5.A, revenues shail
include payment from Lessee at the hourly Eate at which the Car is registered
~in UMLER for all hours the Car is out of service. Lessee shall provide Lessor
a report detailing the revenues earned in a}particular service month within
fifty (50) days after the end of that service month.

(ii) The "Base Rental® shall be defined as the sum equal to the Revenues

which the Cars earn in the aggregate at the rate of $300.00 per Car per month.

B. Lessee agrees to pay the following rent to Lessor for the use of the
Cars: | |

(i) In thé event that revenues in any calendar year or applicable portion
thereof are less than or equal to the Base Rental, Lessee shall pay to Lessor

a sum equal to one hundred percent (100%) of the Revenues.

(i1i) In the event that Revenues in any calendar year or applicable por-
tion thereof exceed the Base Rental, Lessee shall pay to Lessor an amount
equal to the Base Rehtai plus fifty percent (50%) of the Revenues in excess
of the Base Rental. Lessee shall receive fifty percent (50%) of the Revenues

in excess of the Base Rental, except as provided in Section 5.D.



C. Lessor shall receive all car hire revenue earned by a Car prior to
delivery of that Car to Lessee.

D. In the event damage beyond repair or destruction of a Car has been
réported in accordance with Rule 7 of the AAR Car Service and Car Hire Agree-
ment Code of Car Hire Rules-Freight and the appropriate amount due as a result
thereof is received by Lessor, said damaged or destroyed Car will be removed
from the coverage of this Agreement as of the date of damage or destruction.

E. Lessee shall not, without the prior written consent of Lessor, grant
any reclaims with respect to the Cars nor, even if permitted by law, change
the hourly or mileage charges applicable to the Cars. If there is a modifi-
cation, alteration or change in the car hire compensation schedules in effect
as of the signing of this Agreement then the cars will carry the highest rate
permitted or a lesser rate determined by Lessor but such rate shall not be
greater than the rate in effect prior to the modification, alteration or
change in the car hire compensation for the cars unless agreed to by Lessor
and Lessee. If the highest rate permitted is less than the rate in effect
prior to the modification, alteration or change in car hire compensation
then Lessor can cancel this Agreement. In the event a car owner is permitted
to charge fees for the loading of cars by foreign railraods then Lessor shall
determine such fees.

F. In the event that the pourtion of Fevenuec received by Lessor pursuant
to Section 6.B. as rent for the immediatelv preceding guartzr is less than an
average of $1100.00 per Car or if at any time during the calendar quarter the
number of days that the Cars have not earned Revenues is such as to make it
mathehaticé]]y certain that the Lessor's Revenue cannot be equal to or greater
than an average of $1100.00 per Car per quarter, Lessor may, at its option and
upon not less than 10 days prior written notice to Lessee, terminate this
Agreement as to such Cars as Lessof shall determine. However, Lessee may,
during such 10 day notice period, elect to pay any deficit such -that the
Lessor's Revenue averages the equivalent of $1100.00 per Car in the calendar
'quarter. In such event, Lessor will be precluded from terminating this
Agreement to any Cars.



G. ‘On a monthly basis, Lessee shall collect all Revenues with respect
to the Cars in connection with the use of the Cars by other railroads and
shall pay to Lessor within seven (7) business days thereafter, all rental due
Lessor which has then been collected during the month. Collection of Revenues
in instances where Lessee has Interline Accounts offset against amouﬁts includ-
ing Revenues shall be deemed to have occurred when such offset is made. All
rental due Lessor for a particular service month shall be paid to Lessor within
one hundred (100) days of the end of the month during which such Revenues are
earned. Payments, including details by Car of the Revenues collected during
the month, shall be mailed to:

Funding Systems Railcars, Inc.

Drawer No. 639
Milwaukee, WI 53278

H. Lessor maintenance and repair costs which are the responsibility of
Lessor and approved hereunder and paid by Lessee during the month shall be
deducted from the monthly rental payments. Upon Lessor's reaéonab]e request,
Lessee shall provide Lessor with any records of Lessee, including car hire
summaries and detailed reports, as Lessor deems necessary to substantiate
Revenues and Revenues actually received by Lessee. Further, Lessor shall be
~entitled, upon reasonable notice, to visit Lessee at any time during normal

business hours to review any and all records pertaining»to the Cars.

1. If, subsequent.to the Initial Loading, any Car remains on Lessee's
railroad tracks for more than fourteen (14) consecutive days, excluding those
days such Car is undergoing servicing,repair or alteration as provided for in
Section 5, unless such servicing, repair or alteration was occasioned by the
fault of Lessee, Lessor may, at its option and upon not less than twenty-four
(24) hours prior written notice, terminate this Agreement as to such Car and

withdraw such Car from Lessee's railroad tracks. 1f any Car nas remained on
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Lessee's railroad tracks for more than fourteen (14) consecutive days because
Lessee has not given preference to the Cars as specified in Section 3.C., Lessee
shall be liable fbr and femit to Lessor an amount equal to the Revenues which
wou]d have been generated if such Car had been in the physical possession and

use of another railroad for the entire period.

J. Lessor and Lessee anticipate that the Cars will be used in the service
of Algoma Steel, Sault Ste. Marie, Ontario and that steel products will be
trans-loaded from truck to the Cars on Lessee's trackage. Expectéd volume is
at least 80 Car loads per month. If this anticipated movement is reduced from
the expected level prior to July 1, 1985, then Lessor may make a proportional
reduction in the number of Cars leased hereunder, the provisions of Section 6.F.

hereof notwithstanding.

7. Possession and Use

A. So long as Lessee shall not be in default under this Agreement, Lessee
shall be entitled tb the possession, use and quiet enjoyment of the Cars in
accordance with the terms of this Agreement and in the manner and to the extent
freight cars are customarily used in the railroad freight business. However,
Lessee's rights shall be subject and subordinate to the rights of ahy car owner
or secured party under any financing or management agréément entered into by
Lessor or its subsidiaries or affiliates from any such secured party or car
owner, that an event of termination or default has occurred and is continuing
under such financing or management agreement, such party may require that all
rent shall be made directly to such party and/or that the Cars be returned to
such party and the number of Cars subject to this ]easé be reduced accordingly.

Lessee agrees that to the extent it has physical poSsession and can control
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the use of the Cars, the Cars will at all times be used and operated under ahd
in_compliance with the laws of the jurisdiction in which the same may be loca-
ted and in compliance with all lawful acts,'rules and regulations and order of
the governmental bodies or officers having powef to regulate or supervise the
use of sbch property, except that either Leésor or Lessee may, in good faith
and by appropriate proceedings, contest the application of any such rule, requ-

lation or order in any reasonable manner at the expense of the contesting party.

B. Lessee will not directly or indirectly create, incur, assume or suffer
to exist any mortgage, pledge, lien, charge, encumbrance, or other security
interest or claim on or with respect to the Cars or any interest therein or in
this Agfeement or Schedule thereto Lessee will promptly, at its expense, take
such action as may be necessary to duly discharge any such mortgage, pledge,
.1ien, charge, encumbrance, security interest, or claim if the same shall arise

at any time.

C. Lessee will not load Cars off their railroad line to points outside

the continental United States without the express written consent of Lessor.

D. While the Cars are on Lessee's railroad, Lessor will not be liable
for storage charges, except after 90 days after the expiration or termination

'of the Agreement as provided in Section 9 hereof.

E. During the term of this Agreement, at the expense of Lessor, Lessor
reserves the right to subsititute any or all of the Cars with substantially
similar Cars and the rental with respect to the substituted Car shall commence

upon delivery of the substituted Car to Lessee.
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F. Lessee warrants that the Cars will not be:

(1) Used in exfraordinary wear or tear or corrosive service; or
(ii)_ Used in an Intra-Plant service; or

(iii) Loaded in Intra-Line movements; or

(iv) Used for the storage of commodities or goods without the

express written consent of Lessor.

-G. Lessee agrees to use its best efforts to maximize off-line use of

the Cars.
8. Default

A. The occurrence oanny of the following events shall be an event of
default:

(i) The nonpayment by Lessee of ahy_sum requirgd herein to be paid by
Lessee within ten (10) days after the date any such payment is due;

(i1) The breach by Léésee of any other term, covenant, or condition of
this Agreement, which is not cured within ten (10) days thereafter;

(iif) The»filing by or against the Lessee of any petition or the initiation
by or agai;st the Lessee of any proceeding:. (a) for any relief which includes,
or might result in, any modification of the obligations of the Lessee hereunder;
or (b) any bankruptcy, reorganization, insolvency, moratoriuh or other laws
relating to the relief of debtors, the readjustment of indebtedness, financial
reorganizatidn; arrangements with creditors, compositions of indebtedness, or
extensions of indebtedness. If any such petition or proceeding is filed or
initiated and Lessor does not enforce this event of default or such enforcement
is prohibited by operation of law, the Lessee shall request within 30 days of

the commencement of any proceeding under the United States Bankruptcy Code,
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Title 11, United States Code, that the trustee or the debtor-in possession
assume this contract within 60 days of the commencement of the bankruptcy
proceeding. At Lessor's request the Lessee furthér agrees to use its best
efforts, including a written request, to acquire the consent of any and all
creditors committees, whether or not the committee or committees are appointed _
or elected pursuant to the Bankruptcy Code, to thé aésumption of the contract.
Lessee further agrees that sixty (60) days from the date a proceeding under

the Bankruptcy Code is commenced is a sufficient and reasonable period within

which to decide whether this contract is to be assumed or rejécted.

(iv) The subjection of any of Lessee's property to any levy, seizure,

assignment, application or sale for or by any creditor or governmental agehcy.

(v) Any action by Lessee to discontinue rail service on all or a portion
of its track or abandon any of its rail properties pursuant to applicable
provisions of the Interstate Commerce Act or the laws of any state, provided

such action might reasonably affect the Revenues earned by the Cars.

B. Upon the occurrence of any event of default hereunder, withput limiting
Lessor's rights and remedies otherwise provided by Téw which shall be available
to Lessor in addition to the following rights and remedies (no right or femedy
of Lessor being exclusive but all such rights and remedies béing available at
all times to Lessor and Lessor in any case being entitled to recover all costs,
expenses and reasonable attorneys' fees incurred by Léssor in enforcing its
rights and remedies hereunder),Lessor may, at its option, terminate this

Agreement and/or may:

(1) Proceed by any VTawful means to enforce performance by Lessee of this

Agreement or to recover damages for a breach thereof, and/or
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(i1) By notice in writing to Lessee, terminate Lessee's right of posses-
sion and use of the Cars, whereupon all right and interest bf Lessee in the
Cars shall terminate; and thereupon.Lessor may enter upon any premises where
the Cars may be located and take possession of the Caré and, henceforth hold,
possess and enjoy the same, free from any right of Lessee. Lessor shall in
addition have the right to recover from Lessee any and all rental amounts thch.
under the terms of this Agreement may then be due or which may have accrued to
'that.date, together with Lessor's costs and expenses, including reasonable . -

attorney's fees incurred in securing such enforcement hereof.
9. Termination

At the expiration or termination of this.Agreement as to any Cars, Lessee
will surrender possession of such Cars to Lessor by delivering the same to
Lessor as provided herein. Prior to surrendering possession of the Cars at
the expiration/termination of this Agreement, a joint inspection shall be made
to determine that the Cars are in the same operating order, repair and condi-
tion as when originally delivered to Lessee, reasonable wear and tear excepted.
Lessee is responsible for all repair work needed to bring any car into the
condition stated in the preceding sentence. Such Cars shall be clean and
free of commodity accumulation and deposits. If any of the Cars reqguire cleaning
after the exbiration or termination of this Agreement, such work will be done
at Lessee's expense. A Car shall be no ]onger subject to this Agreement upon
the removal of Lessee's railroad markings from the Car and placing thereon of
such markings as may be designated by Lessor, either, at the option of Lessor,
(1) by Lessee upon return of such Cars to Lessor's railroad Tine or (2) by
another raf]road line which has physical possession of the Car at the time
of or subsequent to tekmination of the lease term as to such Car. If such

Cars are not on the railroad line of Lessee upon termination, any cost of
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assembling, delivering, storing, and transporting such Cars to Lessee's
railroad line or the railroad line of a subsequent lessee shall be borne

by Lessor. If such Cars are on the railroad line of Lessee upon such expir-
ation or termination or aré subsequently returned td Lessee's railroad line,
Lessee shall at its own expense, within five working déys, remove Lessee's
railroad markings from the Cars and place thereon such markings as may be
deéignated by Lessor. After the removal and reb1acement of markings, Lessee
shall use its best efforts to load such Cars with freight and deliver them

ko a connecting carrier for shipment. If requested by Leésor, Lessee shall -
dé]iver the Cars to any interchange point on its railroad designated by Lessor
free.of freight charges Qith transportation charges beyond to be paid by Lessor.

Lessee shall provide up to ninety (90) days free storage on its railroad

tracks for Lessor or the subsequent lessee of aﬁy terminated Car.
10. Loss or Damage to Cars. ' '

Lessor will hold Lessee harmless from and against any and all loss or
damage of or to the Caré, usual wear and tear excepted, unless occurring

while Lessee has control or possession of Cars.

11. Representation, Warranties and Covenants

‘Lessee represent, warrants and covenants that:

(i) Lesseeis a corporation duly organized, validly existing and in good
standiné under the laws‘of the state where it is incorporated and has the cor-
porate power and authority and is duly qualified and authorized to do business
wherever'necessary to carry out its present business and operations and to per-
form its obligations under this Agreement. |

(ii) The entering into and performance of this Agreement will not
vio]ate'any judgment, order, law or regulation applicable to Lessee, or result
in any breach of, or constitute a default under, or result in the creation of

any lien, charge, security interest or other encumbrance upon any assets of
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Lessee or on the Cars pursuant to any instrument to which Lessee is a party

of by which it or its assets may be bound.

(iii) There is "no action or proceeding pending or threatened against
Lessee before any court or administrative agency or other governmental body
which might'resu1t in any material adverse effect on the business, properties

and assets, or conditions, financial or otherwise, of Lessee.

(iv) There is no fact.which Lesse has not disclosed to Lessor in writing,
nor ié Lessee a party to any agreement or instrument or subject to any charter
or other corporate restriction which, so far as the Lessee can now réasonably
- foresee, will individually or in the aggregate materially, adversely affect
the business, condition or any méteria] portion of the properties of the Lessee

or the ability of the Lessee to perform'its obligations under this Agreement.

12. Inspection

Lessor shall at any time during normal business hours have the right to
enter the premises where the Cars may be located for the purpose of inspecting
and examining the Cars and any related records to insure Lessee's compiiance
with its obligations hereunder. Lessee shall immediately notify Lessor of any
accident connected with the ma]functioning.or operation of the Cars when such
accident occurred while the Cars were in Lesseéﬂs possession or control, or in
the possession of another handling road, inc1uding in such report, where available,
the time, place and nature of the.accident and the damage caused. Lessee shall
é]so notify Lessor in writing within five (5) days after any attachment, tax
lien or other.judicial process which shall attach to any Car. Lessee shall
furnish to Lessor promptly upon its becoming available, a copy of its annual
report or copies of any other income and balance sheet statements required

to be sdbmitted:to the ICC énd/or state agencies.

17



13. Miscellaneous

A. Both parties'agree.to execute the documents contemplated by this
transaction and suchfother decuments as may be required in furtherance of any
financing or”management agreement entered into by Lessor or its assignees in
connection with the acdqisition or financing or use of the Cars in order to
confirm the financing barties‘ interest in and to the Cars, this Agreement
and Schedules heréto‘and to confirm the subordination provisions contained

in Section 7 of this Agreement.

B. It is expressly understood and agreed by the parties hereto that
this Agreement ;onstifdtes a lease of the Cars only and no joint venture or
pertnership ﬁs‘being'created. Notwithstanding the. calculation of rental
payments, nothihg herein shall be construed as conveying to Lessee any right,

title or interest in the Cars except as a Lessee only.

.C. No fei]dre br delay by Lessor shell constitute a waiver or otherwise
affect or impair any right, power or remedy available to Lessor nor shall any
waiver or indu]Qency by Lessor or any partial or single exercise of any right,
power or remedy preclude any other or further exercise thereof or the exercise

of ahy other right; bower or remedy.

D. This Agreement shall be governed by and construed according to the
laws of the State of Iliinois and both parties hereby consent to the juris-

diction of the'courts of the State of Illinois.

E. A1l notices hereunder shall be in writing and shall be deemed given
“when delivered personally or Qhen deposited in the United States mail, postage
prepaid, certified or registered, addressed to the Secretary of Lessee or

President of Lessor at the address set forth herein.



F. The obligations and 1iabilities of Lessor and Lessee hereunder

shall servive the expiration or earlier termination of this Agreement.

G. This Agreement represents the entire agreement between the parties.
This Agreement shall not be modified, altered, or amended, except by an amend-

ment in writing signed by the parties.

- H. Lessor shall have the right to examine the physical facilities of
the Lessee, loading data, and other pertinent information which may affect
the use and earning capacity of the Cars. After such examination Lessor may
notify Lessee in writing of any dissatisfaction and this Agreement shall be
null and void by virture of such notice. The right to so notify Lessee shall
terminate ten (10) business days after the date of signing this Aéfeement by

Lessee unless Lessee has provided false data to Lessor.

I. The parties agree and acknowledge that Lessee must receive approval
of this Agreement from the Michigan Department of Transportation. Should such
approval not be received by December 31, 1984, then neither party shé]] be
obligated to execute this Agreement, unless a written extension is granted

by Lessor.

J. For any cars delivered prior to January 1, 1985, Lessee agrees that
Lessor shall receive Revenues at least equal to the transportation and remark-
ing costs incurred by Lessor. Such costs will include transportation of the
Cars to énd from Lessee, and remarking of the Cars to and from Lessee's report-
ing mark. In the event that Revenues received by Lessor are not equal to or
'greater than.Lessor‘s costs, then Lessee shall pay to Lessor a sum which would
make the Revenues equal to Lessor's costs. Lessee and Lessor agree to mutually

assist each other in minimizing transportation and remarking costs.
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K. Lessor reserves the right to have its subsidiary, including the
Wisconsin & Southerthailroad, shown as Lessor, and reserves the right to

assign this lease.

peLeTED ,

_ L. he event that Lessee, as of January 1, 1985, becomes the-desig-
nated operator for tr gg\fgi;iz;;: Michigan Northern/RaTTﬁg;/E;;pany is

the designated operator as of Sep r, 198¢ the Lessee shall pay Lessor

termipation charges of $366. GZ/per/Car per mon

r six (6) months for any

Cars leased hereundgr/1f//;ssee s status as designated oper for such track-
age is withdfﬁ&g/;;bsequent to January 1, 1985, but prior to the end of te
of/fg?;/;greement.

M. Record keeping and conflict of interest provisions are covered by

Rider #1 attached hereto and made a part of this Agreement.

N. Affirmative action and MBE/WBG requirements are covered by Appendfces

"A" and "A-]“, attached hereto, and mnade a part of this Agreement.

0. Any provision of this Agreement which is or is rendered unenforce-

able shall be ineffective to the extent of such unenforteability without

invalidating the remaining provisions hereof.
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as

of the date first above written.

TUSCOLA AND SAGINAW BAY | FUNDING SYSTEMS RAILCARS, INC.
RAILWAY COMPANY

By: F)Aluqup . Bw'éi gh-

5 O Executive Vice President
Title: Jaenide Title: Operations
Date: }' T1-$S : ‘ Date: January' 10, 1985
APPROVED
Directer, Michizan Departimant of

R A SO
l T:.-.‘,l‘.;\_f}\.'. [RERves |

pate_ /21844

Sy
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EQUIPMENT SCHEDULE NO. 1

FUNDING SYSTEMS RAILCARS, INC., hereby leases the following Equipment to

Tuscola & Saginaw Bay Railway Co., Inc., subject to the terms and conditions

of that certain Lease Agreement dated as of

October 5 , 1984,

Reporting Marks

Inside Dimensions

No. of Items

Description and HNumbers Length Width Height of Equipment
Gondolas 52'6" g'6" 4'e" . 50
, or
5!

FUNDING SYSTEMS RAILCARS, INC.

BY:

.47‘ éxecut1ve Vice Pkesident

TITLE: Operations

DATE: 10 January 1985

TUSCOLA & SAGINAW BAY RAILWAY CO.

ov: [) Qo)

= 1
TITLE: 1 escdik

DATE: [-7-%FY



TSBY.

TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY

TSBY -

TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY

5639
5641
5643
5646
5648
5652
5656
5664
5665
5667
5668
5670
5679
5683
5690
5693
5700
5702
5705
5707
5712
5713
5714
5721

TSBY
- CAR NWBERS

TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
- TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY
TSBY

TSBY

5722
5724
5728
5730
5735
5736
5738
5745
5746
5748
5752
5755
5765
5769
5772
57717
5782
5788
5796
5798
5809
5819
5820
5822
5823
5825



RICER #)

ONE: Ho‘directcr. officer =r employee of the [essee during
their tenure or for one (1) year thereafter shali nave any interest,
direct or indirect, in this lease or the proceeds thereof.

THO: Lessee and the Lessor shall make available to the auditors

of the State of Michigan or of any governmental agency having jurisdic-
tion over Lessee the records of revenues and costs related to this
lease. AT such records for each year will be kept for a period

of at least four (4) years after the end of that particular year,

and any such records that are the subject of an auditing dispute

shall be kept for the term of that dispute. The parties hereto

shall allow inspection of the above descrited reccrds by the

authorized agents of the State of Michigan during regular businecs
hours upon reasorable notice.
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) ' APPERDIX A May, 1581
PROHIBITION OF DISCRIMINATIOM IN STATE COMTRACTS

lo cormmecuon st the periormscce of ot uadey his coagect the comacior agwws as foljown:

1. ln accorrance with Act Na. 433, Pablic Acts of 1976, the contrector bereoy agrves noa to discnminsie
sgrinst an emploree or s0piicast for Ferpiorment with respect o hire, teturw, lerms, condltioos, or pavie
leges of rmwicymeny or & matler direcuy o indlrectiy relsted to eopicrnent, becsuse of rece, coior,
religion, netionsl onpa, eqv, *k, heaight, weight, or warital staiuva. Punrther, In sccortance wnn At Na
220, Public Acts of 1970 se snvended by Act Na 478, Public Acts of 1780 the cosrecior hereoy o crees
aot to discruminue ageinst ss evoloyee or acplicant for rmploywen! with respect 10 Rire, lemure, terma,
conailions, or pnvilegws of empioyment, or & eafier directiy or (ndirectly relsted (0 repiovmenl. beceuse
al s handicsp Dhet Is unreisied 1o 1he Individual’e a0i1ITY 1D perorm Che wuties of & paruculsr Joo or PO Ran
tiov A Breuch of Lhe ebove covonania shall be regearded se ¢ material breacn of this conurect,

Tase coniracter hereiy agrees thatl sav end sll subconirects to this contract, wheredy & portton of the worx
set /orth 18 Dus contrect 13 (0 be periormed. soail cOnwain & Covenanl V¢ sxmw o8 nereuitel{ore set { >ren
‘ia Sectiza ] of tus Appendas. :

3. The contrecior will take s/Tirmsuve sction 1o insure that spolicants are employed, snd that eoplovees orw

trevied dunsg employment, without regard 10 their rece, color, relipon, nelional ongin, ege, sex, hegnt,
weight, mantal status or 8 handicap that is cnreilsted to the Individuai’s sbility to perfors the cuties of a
parucular job or poeition. Such sction shall lnclede, but aot be Umited to, the (cllowing ewviloywmear,
Vvppading, Gesouon or tanefer, recraliment sdverusng layol or termmasuon: rates of pay or othar (Crmse
sl comproseuon; snd seiecuon for runwag incleding apprenticesdip.

4 The cemitrectior enll, ia sll solicitstions or sdverusements for emplovess placed by or ca behalf of e

contrector, state that el quallified spplicants will receive considerstion [or empicyment without regara 1™
ruce, color, eilgon, natiomei ongia, sge, sel, haight, weighl, mantsl status or Aandicap Uhat is nrelated
1o the incinncuals sollity 10 perform the duties of & particular job or position

S. The smniracor or his collecnve bergesining reorweenieciive will send 1o ¢ach {sbor union or TR senilafl v

Al emidssrrm wilh wannh he hue « Rilertive bDergeining esgroe™mant ne olher Conire.t or wnarrsisning e
notite advising the said labol union ur wonerrm’' rprraenislive of the conliacmrs (ommitmenia unJUer

s appendin.

6. The contractor wUl comply with all relevant published rules, reguisuoes, direcUves. snd omers of the

Michigan Cinnl Rignts Commission which mey be in effect pnoar to the taking of bids for any . 1ivduel
ssle projeclL ’

7. The contracwor will fumish and (ile complisance rmpons within s0ch ime and wan soch formes o 1 1nvided

by the Michigas Clvd Rights Commissicn, seid lorms mey eslsc elial informeuon o8 10 The t.ertiren,
poliCien, program, snd employmenl sudrLCS of escn subcoNUOOCIOr an wall a8 he cogtrecwr b 2101 { ang
sad cmu-mv‘ will peemal sccoss @ his books, recards, ang sccounta by the Michigma Civil 1t s Come
@isemwa, and/or I8 agent. $0F puvoses of invesugslion © e3CYrAN Complance with this ¢« ...sCt and
refevent ;nm rues, reguiscons, st 3 orders of e Michigun Cl.." Rights Cooxnission

1n the event Dhat the Clvil Rights Coumisewn® Ands, after s hesnng heid pursusat to it 1.0 ¢ (het s

1 9
CORTICE ! Nas not Compiird with Lhe contructual obligsnocos uaser s agreement the Civd b+, o Coowm
miswoa may, ss part of Iy order Dased upon such findinges, ceraly seid (incdngs to the Ao cisuve
Board of e Stare of Michugan, »hich Adourustranve Bosrd may orer the cancellsusn of = .pirect
found 18 Neve Bres vwisied end/or deciare the conrrecwr Inedigible lor Aurure contrects i e siste

ond 113 pelitical and civil subdivisiona Ucpenmenis, snd otficera md including the goveming (1018 of
inantutiane of Rigner eaureiren, uaUl the Fonfrecior Crmpuee =i h seaid omer 0f the Covi} W.y te Com
micawn., Nouce of 2aid decloareiiun af (urue tnéligibility mey br given 1© snv of all of the ne.a we wiily
whevs Ihe Frnirecne is declend inclig:ble W (ONnIrect o0 & CONIFACting perfy In furure ronires e In eny
Vess Detore the Civil Righta C.ommission in whith cancellaiion of sn eststing vontrect e s ¢ seatbiilg,
the conecung agency shall be noulied of such possibie remedy and shall be given the opiig by Lhe
Civil Rights Commissson (0 parucipete an such poceedings.

The ronirsctor will wnciude, or incomorsie by reiemnce, the provisions of the foregotag peresieine (1)
thourn (B) i1n every subCoADSC! Or purcnase order unicss e3ertOied by The niles, reguiations u. . clers of
Whe Michigan Civil Rights Comminsioa, snd wil] provide (A every audCONUEC! 0f Purchase order L2 st said

provisions will be binding ub oD €8 bcOAIrRCIOr OF selles

® The Cimi Rights Cunsusaron miermod 18 e Michigan Cint Righas Coowmniesran,
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Attachment A-1

RECUIREMENTS FOR PARTICIPATICN
BY
MDORITY BUSDHESS ENTERPRISE NBE) AXD ™77 °

e v voe + WOAN BUSTNESS ENTERPRISE (WBE) - -

- " ran e em pey ez =

POLICY:
It is the policy of the Deparwent of Transportation that MBEs and
WBEs as defined in 48 (FR Part 23 snall have the maxiom cprortwlicsy

to paruc:pat" in the pex—*or- ce of contrscts financed in whole
with State funds, in whole or in part with Federal fimds. Censequently,
the M25 md WBE requirements of 49 CFR Part 23 apply to this centrace.

MEE OBLIGATICN ‘and |
KEE CBLICATICN: L e

The c'*mra.c zor agrees to ensure that MBEs and WEEs as defined in 49
CR P:lr‘ 23 have the 'zn:un:n crportinity to participate in the per- -
for::mce of contracts and subcCntracts fl:':and in wnole with State
fimds, in whele or in part in Federal fmds.  In this regard all
ccni;actors shall take all necessary and reascnible steps in accond-
ance with 49 CFR Part 23 to ensute that EEs and WBEs have the maxi-
mo o;:portmiq- to corpete for and perZorm coentracts. Contractors

shall not discrininate on the b:lSI_S of race, cclor, naticnal origin,

or sex in the sward and pcrfo:-:.mce of IOT-assisted centracts.

4-23



SECURITY AGREEMENT

- THIS SECURITY AGREEMENT is entered into as of 5 day of October

19 84 - by and between FUNDING SYSTEMS RAILCARS, INC., (the "Secured Party"™) and

TUSCOLA AND SAGINAW BAY RAILWAY COMPANY, (the “Debtor").

- WHEREAS, the parties hereto propose to enter into a certain Lease Agreement
(the "Lease") of even date herewith between Secured Party as lessor and Debtor
as the lessee, whereby Debtor will lease from and manage for the Secured Party
certain items of railroad equipment (collectively, the "Cars" and individually,
a "Car"). Said Cars are more fully described on Schedule number 1
attached hereto and may be amended from time to time with the consent of both
parties hereto.

NOW THEREFORE, for good and valuable consideration, the receipt and suffi-

~ ciency of which is hereby acknowledged, the parties hereto do agree as follows:

1. Security Interest. In order to induce Secured Party to enter into the

Lease and to secure the obligations of Debtor to Secured Party under the Lease,

whether now existing or hereafter incurred and as may be amended from time tc
time, Debtor hereby grants to Secured Party a security interest in the Collateral
described below. : :

2. Collateral. The Collateral referred to in Paragraph 1 above is Lessee's
leasehold interest in the Cars and all of its right, title and interest in and
to all accounts, chattel paper, contract rights, general intangibles, instru-
ments, per diem and incentive per diem charges, mileage charges, income, revenue
and other proceeds arising therefrom or in connection therewith or in connection
with the use, lease, operation, control or possession of the Cars.

3. Covenants. Debtor covenants and represents as follows:

(a) Debtor will warrant and defend the Collateral against the claims
and demands of all persons. '

(b) Debtor shall execute and deliver UCC-1 financing statements or
other documents required by Secured Party to perfect its security interest in
the Collateral.

4. Representatiohs and Warranties of Debtor. Debtor represents and
warrants as follows:

(a) Debtor is a corporation legally incorporated, validly existing
and in good standing under the laws of the state of its incorporation, with
adequate corporate powers to own its properties, te carry on its business as
now conducted and to enter into the Security Agreement.

(b) The Security Agreement has been duly zuthorized, executed and

- deliverea by Debtor and constitutes a iegal, valid and binding obligation of
Debtor, enforceable in accordance with its resgsctive terms.
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5. . Default. Any misrepresentation on the part of Debtor herein or any
noncompliance or nonperformance of Debtor‘s obligations hereunder or the
occurrence of an Event of Default under the Lease shall constitute a default
hereunder. :

- 6. Remedies. Upon the occurrence of a default hereunder, Secured Party
shall have all the rights provided under the Interstate Commerce Act and under
the Uniform Commercial Code as adopted in I1linois.

7. Inspection of Records. Secured Party may at any reasonable time,
enter upon Debtor's premises to inspect Debtor's books and records pertaining
to the Collateral, and Debtor shall, if requested, assist Secured Party in
making such inspections.

8. Governing Law. This Seturity Agreement'shal1 be governed by and
construed in accordance with the laws of the State of Illinois.

9. Benefits. This Agreemeht shall be binding upon and inure to the
benefit of the parties hereto and their respective successors and assigns.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as
of the day and year first above written.

ATTEST: | - | FUNDING SYSTEMS RAILCARS, INC.

(}Tit]e Executive ViceRresident
Operations

ATTEST: TUSCOLA & SAGINAW BAY RAILWAY CO.
C ' : Debtqr

NN o Nl

Title Presidédnt

/Imt
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.. STATE OF: M\»&M

v

N - ss.
COUNTY OF: Nuuns S :

: , LS
On this “YTYk; day of S\SXNQAJJA>JK, 1984, before me personally
N\

appeared R S Qha}S)Sth ~, to me personally known,
who being by me duly sworn, says that he 1S§§3u&mA}L;;iR
oT”anxny,\<:ﬁuAk»&N&rQbuaiﬁkxn«\Jf that one of the seal affixed to

the foregoing instrument is the corporate seal of said corporation, that

“he is authorized to sign and execute the foregoing instrument on behalf

of the corporation and he acknowledgedthat the execution of the foregoing

instrument was the free act and deed of said corporation.

SN s

Notary Public

(Notarial Seal)

STATE OF PENNSYLVANTIA :ssv
COUNTY OF  MONTGOMERY o

| | 1985
On this 10th day of January, 1984, before me personally

appeared J. N. Ball , to me personally known, who

being by me duly sworn, says that he is Executive Vice President-Operations

of Funding Systems Railcars, Inc, that one of the sea]é affixed to the

foregoing instrument is the corporate seal of said corporation, that he

'is authorized to sign and execute the foregoing'instrument on behalf of

the corporation and he acknowledged that the execution of the foregoing

instrument was the free act and deed of said corporation.

/% Zm/dm@/

]4Notary Public

MARY AN TUTURICE. Rotary Public
Urpsr fAerion Tup, oriwomery Co, P

(No{év%aﬁ Seal)



