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CONDITIONAL SALE AGREEMENT dated as of
- ' January 15, 1986, among each of TRINITY
INDUSTRIES, INC., a Texas corporation, and
THRALL CAR MANUFACTURING COMPANY, a Delaware
- corporation (collectively the “Builders” or
severally “Builder” or collectively or
severally ”Vendor” as the context may
require, all as more particularly set forth
in Article 1 hereof), and THE CHESAPEAKE AND
OHIO RAILWAY COMPANY, a Virginia corporation
(the ”“Railroad”).

The Builders have severally agreed to construct,
sell and deliver to the Railroad, and the Railroad has
agreed to purchase, the equipment described in Schedule B
hereto (the ”"Equipment”);

In cohsideration of the mutual promises, covenants
and agreements hereinafter set forth, the parties hereto do
hereby agree as follows:

; ARTICLE 1. Certain Definitions. The term

- #”yendor”, whenever used in this Agreement, means, before any

' assignment of any of its rights hereunder, the respective

, corporations named in Item 1 of Schedule A hereto and any

oA successor or successors for the time being to their respec-

' tive manufacturing properties and businesses, and, after any
such assignment, both any assignee or assignees for the time
being of such particular assigned rights as regards such
rights, and also any assignor as regards any rights here-
under that are retained or excluded from any assignment.
The term ”Builder”, whenever used in this Agreement, means,
both before and after any such assignment, the respective
corporations (as to the units of Equipment to be constructed
and sold hereunder by such corporation) named in Item 1 of
Schedule A hereto and any successor or successors for the
time being to their respective manufacturing properties and
businesses. The Railrocad has entered into a Finance Agree-
ment dated as of the date hereof (the ”“Finance Agreement”),
among the Railroad, Mercantile-Safe Deposit and Trust
Company, as Agent and the parties named in Schedule A

b thereto.

The rights and obligations of the Builders under
this Agreement are several in accordance with their inter-
ests and not joint. Accordingly, whenever this Agreement,
by the use of such designation as “the Vendor”, ”such
Builder” or other similar term, confers a right or imposes
an obligation upon any corporation named ‘in Item 1 of

)



Schedule A hereto or its successor, such right or obligation
shall be construed to accrue to or to be enforceable against
only the specific corporation furnishing the units of
Equipment giving rise to such right or obligation and its
successors as herein provided. !

ARTICLE 2. Construction and Sale. Pursuant to
this Agreement, each Builder shall construct the units of
the Equipment to be constructed by it as described in
Schedule B hereto (such units of Equipment with respect to
such Builder being hereinafter called 7its Equipment”) at
its plant set forth in said Schedule B and will sell and
deliver to the Railroad, and the Railroad will purchase from
such Builder and accept delivery of and pay for (as herein-
after prov1ded), such Equipment, each unit of which shall be
constructed in accordance with the specifications set forth
therefor in Schedule B hereto and in accordance with such
modifications thereof as may be agreed upon in writing
between such Builder and the Railroad (which ‘specifications
and modifications, if any, are herelnafter called the
”Specifications”). The design, quallty and component parts
of each unit of the Equipment shall conform, on the date of
completion of manufacture of each| thereof, to all regulatory
requirements and specifications reasonably interpreted as
being applicable to equipment of the character of such units
of the Equipment and each unit of the Equipment (except to
the extent, if any, referred to 1n Schedule A hereto and/or
in Article 8 hereof) will be new automobile rack equipment.

ARTICLE 3. Inspection and Delivery. Each Builder
will deliver the units of its Equlpment to the Railroad at
the place or places specified in Schedule B hereto (or if
Schedule B does not specify a place or places, at the place
or places designated from time to| time by the Railroad),
freight charges, if any, prepaid,| in accordance with the
delivery schedule set forth in Schedule B hereto; provided,
however, that no Builder shall be|obligated to deliver any
unit of Equipment hereunder at any time after the commence-
ment of any proceedings specified|in clause (c) or (4) of
Article 16 hereof or if any event|of default (as described
in Article 16 hereof), or event whlch with the lapse of time
and/or demand could constitute such an event of default,
shall have occurred and be contlnulng.

Each Builder’s obllgatlon as to time of delivery
is subject, however, to delays resultlng from causes beyond
such Builder’s reasonable control‘ including but not limited
to acts of God, acts of government such as embargoes, pri-
orities and allocatlons war or war conditions, riot or
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civil commotion, sabotage, strikes, differences with work-
men, accidents, fire, flood, explosion, damage to plant,
equipment or facilities, delays in receiving necessary
materials or delays of carriers or subcontractors.

Notwithstanding the preceding provisions of this
Article 3, any Equipment not delivered, accepted and settled
for pursuant to Article 4 hereof on or before the Cut-Off
Date (as defined in Article 4 hereof) shall be excluded
therefrom. If any unit or units of Equipment shall be
excluded from this Agreement pursuant to the immediately
preceding sentence, the Builder thereof and the Railroad
shall execute an agreement supplemental hereto limiting this
Agreement to the units of Equipment not so excluded there-
from. If a Builder’s failure to deliver Equipment so
excluded from this Agreement resulted from one or more of
the causes set forth in the immediately preceding paragraph,
the Railroad shall nevertheless be obligated to accept such
Equipment and pay the full purchase price therefor, deter-
mined as provided in this Agreement, if and when such
Equipment shall be completed and delivered by such Builder,
such payment to be in cash on the delivery of such Equip-
ment, either directly or, in case the Railroad shall arrange
therefor, by means of a conditional sale agreement or such
other appropriate method of financing as the Railrcad shall
determine and as shall be reasonably acceptable to such
Builder. :

During construction, the Equipment shall be sub-
ject to inspection and approval by the authorized inspectors
of the Railroad, and each Builder shall grant to such autho-
rized inspectors reasonable access to its plant. Each
Builder agrees to inspect all materials used in the con-
struction of its Equipment in accordance with the standard
quality control practices of the Builder. Upon completion
of each unit or of a number of units of the Equipment, such
unit or units shall be presented to an inspector of the
Railroad for inspection at the place specified for delivery
of such unit. or units, and if each such unit conforms to the
Specifications, requirements and standards applicable
thereto, such inspector or an authorized representative of
the Railroad shall execute and deliver to the Builder
thereof a certificate of acceptance (the ”Certificate of
Acceptance”) stating that such unit or units have been
inspected and accepted on behalf of the Railrocad and are, or
will be, marked in accordance with Article 7 hereof;
provided, however, that such Builder shall not thereby be
relieved of its warranty referred to in Article 14 hereof.

C-3



On delivery and acceptance of each such unit
hereunder at the place specified for delivery, the Railroad
will assume the responsibility and risk of, and shall not be
released from its obligations hereunder in the event of, any
damage to or the destruction or loss of such unit.

ARTICLE 4. Purchase PJice and Payment. The base
price or prices per unit of the Equipment are set forth in
Schedule B hereto. Such base price or prices are subject to
such increase or decrease as is agreed to by the Builder
thereof and the Railroad. The term 7purchase Price” as used
herein shall mean the base price or prices as so increased
or decreased, including without limitation any increase pur-
suant to the presentation of a supplemental invoice as here-
inafter provided, plus off-line ﬁreight charges, if any.

For the purpose of maklng settlement, the Equip-
ment of each Builder shall be divided into such number of
groups of units of the Equipment, |de11vered to and accepted
by the Railroad (each such group being hereinafter called a
"Group”), as such Builder and thel Railroad may agree to.

|
}

The Railroad hereby acknowledges itself to be
indebted to the Vendor in the amount of, and hereby agrees
to pay in immediately available funds to the Vendor at such
place as the Vendor may de51gnatef the Purchase Price of the

Equipment, as follows:

(a) on each Closing Date (as hereinafter defined)
the amount, if any, by whlch}(x) the Purchase Price of
all units of the Equipment fpr which settlement has
theretofore or is then belng,made, as stated in the
invoice or invoices presented (including the supple-
mental invoice or invoices hereinafter prov1ded for) in
respect of such Closing Date| (said invoiced prices
being hereinafter called the| #Invoiced Purchase
Prlces”), exceeds (y) the Maxlmum CSA Indebtedness (as
defined in Item 4 of Schedule A hereto) and any amount

- or amounts previously paid or payable with respect to
the Invoiced Purchase Prices|pursuant to this subpara-
graph (a):; and

(b) in 12 consecutive e&uhl annual installments,
as hereinafter provided, an amount equal to the aggre-
gate of the Invoiced Purchase Prices for all the
Equipment less the amount pa1d or payable with respect
thereto pursuant to subparagraph (a) of this paragraph
(the aggregate of said installments being hereinafter
called the ”CSA Indebtedness”).
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In the event that on any Closing Date the final Purchase
Price of any Group has not been finally determined, the
invoice presented may be for an estimated Purchase Price (as
- evidenced by the words ”“Interim Invoice” written on the face
' of such invoice), subject to adjustment upon determination
of the final Purchase Price, and a supplemental invoice may
be presented by the Builder thereof at least 10 days prior
to any subsequent Closing Date for settlement on such
subsequent Closing Date for any increase in the Purchase
Price; it being agreed by such Builder that any prior
preliminary invoice or invoices presented by such Builder
shall be in amount not in excess of the final Purchase Price
of such Group. One final supplemental invoice (the #Final
Supplemental Invoice”) may be presented by a Builder after
the last Closing Date on which a Certificate or Certificates
of Acceptance is presented for the last Group of Equipment
provided by such Builder; provided, however, that the Final
Supplemental Invoice may only be presented prior teo the date
set forth in Item 2 of Schedule A hereto (the “Cut-Off
Date”) and the notation “Final Supplemental Invoice” shall
appear on the face thereof.

The installments of the CSA Indebtedness shall be

- payable annually on February 15 in each year commencing on

LF February 15, 1987, to and including February 15, 1998. The

o unpaid portion of the CSA Indebtedness shall bear interest
from the respective Closing Dates on which such CSA Indebted-
ness was incurred at the rate of 9.6% per annum, and such
interest shall be payable, to the extent accrued, on Feb-
ruary 15 and August 15 in each year, commencing August 15,
1986.

The term “Closing Date” with respect to any Group
of the Equipment shall mean such date (on or after
February 5, 1986, and prior to the Cut-0ff Date), not more
than 10 business days following presentation by the Builder
thereof to the Railroad of the invoice and the Certificate
or Certificates of Acceptance for such Group, as shall be
fixed by the Railroad by written notice delivered to the
Vendor at least five business days prior to the Closing Date
designated therein, except that the aggregate of the

s Invoiced Purchase Prices of all Equipment settled for
: ' pursuant to this Agreement on any Closing Date shall not
g exceed the amount then on deposit with the Vendor pursuant

te the Finance Agreement. The term ”“business days” as used
herein means calendar days, excluding Saturdays, Sundays and
any other day on which banking institutions in Baltimore,
Maryland, Cleveland, Ohio, or New York, New York, are
authorized or obligated to remain closed.
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All interest under thls Agreement shall be cal-
culated on the basis of a 360- day year of twelve 30-day
months, except that interest payable on August 15, 1986,
shall be calculated on an actual elapsed, 365-day year,
basis.

The Railroad will pa&, to the extent legally
enforceable, interest at the rate of 10.6% per annum upon
all amounts remaining unpaid after the same shall have
become due and payable pursuant to the terms hereof, any-
thing herein to the contrary notwithstanding.

i

All payments provided for in this Agreement shall
be made in such coin or currency of the United States of
America as at the time of payment shall be legal tender for
the payment of public and prlvate debts. Except as provided
in Article 8 hereof, the Railroad shall not have the privi-
lege of prepaylng any installment of its indebtedness
hereunder prior to the date 1t|becomes due.

In the event the Vendor, pursuant to Article 15
hereof, assigns the right to recelve the payments herein
provided to be made by the Ral;road the assignee thereof
may request the Railroad to make and the Railroad shall make
such payments to it at such address as shall be supplied to
the Railroad by the assignee.

ARTICLE 5. Taxes. All payments to be made by the
Railroad hereunder will be free of expense to the Vendor for
collection or other charges and will be free of expense to
the Vendor with respect to the amount of any local, state,
Federal or foreign taxes (other than net income, gross
receipts [except gross recelpts taxes in the nature of or in
lieu of sales or use taxes], excess profits and similar
taxes) or license fees, assessments, charges, fines or
penalties hereafter levied or 1mposed upon or in connection
with or measured by, this Agreement or any sale, use,
payment, shipment, delivery or‘transfer of title under the
terms hereof (all such expenses, taxes, license fees,
assessments, charges, fines and penalties being hereinafter
called ”Impositions”), all of wh1ch Impositions the Railroad
assumes and agrees to pay on demand. The Railroad will also
pay promptly all Impogsitions whlch may be imposed upon the
Equipment delivered to it or for the use or operation
thereof or upon the earnings ar1s1ng therefrom or upon the
Vendor solely by reason of its|interest therein and will
keep at all times all and every part of the Equipment free
and clear of all Impositions which might in any way affect
the security interest of the Vendor or result in a lien upon
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any part of the Equipment:; provided, however, that the
Railroad shall be under no obligation to pay any Impositions

-of any kind so long as it is contesting in good faith and by -

appropriate legal proceedings such Impositions and the
nonpayment thereof does not, in the opinion of the Vendor,
adversely affect the interest or rights of the Vendor in or
to the Equipment or otherwise under this Agreement. If any
such Impositions shall have been charged or levied against
the Vendor directly and paid by the Vendor, the Railroad
shall reimburse the Vendor upon presentation of an invoice
therefor, and any amounts so paid by the Vendor shall be
secured by and under this Agreement; provided, however, that
the Railroad shall not be obligated to reimburse the Vendor
for any Impositions so paid unless the Vendor shall have
been legally liable with respect thereto (as evidenced by an
opinion of counsel for the Vendor) or unless the Railroad
shall have approved the payment thereof.

ARTICLE 6. Security Interest in the Equipment.
The Vendor shall and hereby does retain a security interest
in the Equipment until the Railroad shall have made all its
payments under this Agreement and shall have kept and per-
formed all its agreements herein contained, notwithstanding
the delivery of the Equipment to and the possession and use
thereof by the Railroad as provided in this Agreement. Any
and all additions to the Equipment (other than such addi-
tions not required for the normal use of the Equipment, the
cost of which was paid by the Railroad, as are readily
removable without causing damage to the Equipment) and any
and all replacements of the Equipment and of parts thereof
and additions thereto shall constitute accessions to the
Equipment and shall be subject to all the terms and
conditions of this Agreement and included in the term
"Equipment” as used in this Agreement.

Except as otherwise specifically provided in Arti
cle 8 hereof, when and only when the full indebtedness in
respect of the Purchase Price of the Equipment, together
with interest and all other payments as herein provided,
shall have been paid, and all the Railroad’s obligations
herein contained shall have been performed by the Railrocad,
absolute right to the possession of, title to and property
in the Equipment shall pass to and vest in the Railroad
without further transfer or action on the part of the
Vendor. However, the Vendor, if so requested by the Rail-
road at that time, will (a) execute a bill or bills of sale
for the Equipment transferring and releasing its interest
therein to the Railroad, or upon its order, free of all
claims, liens, security interests and other encumbrances



created or retained hereby or otherwise created by the
Vendor and deliver such bill or bills of sale to the Rail-
road at its address referred to in Article 21 hereof,

(b) execute and deliver at the |[same place, for filing,
recording or depositing in all |necessary public offices,
such instrument or instruments |in writing as may be neces-
sary or appropriate in order then to make clear upon the
public records the release of the security interest of the
Vendor in the Equipment and (c) pay to the Railroad any
money paid to the Vendor pursuant to Article 8 hereof and
not theretofore applied as thereln provided. The Railroad
hereby waives and releases any and all rights, existing or
that may be acquired, in or to |the payment of any penalty,
forfeit or damages for failure |to execute and deliver such
bill or bills of sale or instrument or instruments or to
file any certificate of payment in compliance with any law
or statute requiring the filing of the same, except for
failure to execute and deliver [such bill or bills of sale or
instrument or instruments or to file such certificate within
a reasonable time after written demand by the Railroad.

ARTICLE 7. Marking of the Equipment. The Rail-
road will cause each unit of the Equipment to be kept ,
numbered with its identifying number as set forth in Sched-
ule B hereto, or in the case of Equipment not there listed

such identifying number as shall be set forth in any amend-

ment or supplement hereto extendlng this Agreement to cover
such Equipment, and will keep and maintain, plainly, dis-
tinctly, permanently and conspﬂcuously marked on each side
of each unit, in letters not 1ess than one inch in height,
the words ”OWNERSHIP SUBJECT TO A SECURITY AGREEMENT FILED
WITH THE INTERSTATE COMMERCE COMMISSION” or other appro-
priate markings approved by the Vendor, with appropriate
changes thereof and additions thereto as from time to time
may be required by law in order to protect the Vendor’s
title to and property in the Equipment and its rights under
this Agreement. The Railroad qill cause such markings to be
placed on each Unit of Equipment on or prior to the date of
acceptance hereunder, or if that is not feaseable within a
reasonable time thereafter, and will replace promptly any
such markings which may be removed, defaced, obliterated or
destroyed. The Railroad will not change the number of any
unit of the Equipment except in accordance with a statement
of new number or numbers to be |substituted therefor, which
statement previously shall have been filed with the Vendor
by the Railroad and filed, rec&rded and deposited by the
Railroad in all publlc offlces where this Agreement or a
financing statement in respectthereof shall have been filed,
recorded and deposited. |

|
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Except as provided in the immediately preceding
paragraph, the Railrocad will not allow the name of any
person, association or corporation to be placed on any unit
of the Equipment as a designation that might be interpreted
as a claim of ownership; provided, however, that the Rail-
road may cause the Equipment to be lettered with the names
or initials or other insignia of the Railroad or its affili-
ates. '

ARTICLE 8. Casualty Occurrences; Insurance. In
the event that any unit of the Equipment shall be worn out,

lost, stolen, destroyed, irreparably damaged or otherwise
rendered permanently unfit for use from any cause whatso-
ever, or taken or requisitioned by condemnation. or otherwise
(any such occurrence being hereinafter called a “Casualty
Occurrence”), the Railroad shall promptly and fully inform
the Vendor in regard thereto (but no later than 30 days
after it has knowledge of such Casualty Occurrence). When
the aggregate Casualty Value (as hereinafter defined) of all
units of the Equipment having suffered a Casualty Occurrence
{(exclusive of units having suffered a Casualty Occurrence
with respect to which a payment shall have been made to the
Vendor pursuant to this Article 8) hereunder shall exceed
$400,000 (or such lesser amount as the Railroad may elect),
the Railroad, on the next date for the payment of interest
on the CSA Indebtedness after it has knowledge of such
event, shall promptly pay to the Vendor a sum equal to the
aggregate Casualty Value of such units of the Equipment as
of the date of such payment and shall file with the Vendor a
certificate of an officer of the Railroad setting forth the
Casualty Value of each unit of the Equipment suffering a
Casualty Occurrence.

So long as no event of default shall have occurred
and be continuing, any money paid to the Vendor pursuant to
the preceding paragraph of this Article 8 shall be used, as
the Railroad shall direct in a written instrument filed with
the Vendor within 30 days but not less than 10 days prior to
the due date of the next annual installment of CSA Indebted-
ness, in whole or in part, to prepay installments of CSA
Indebtedness or toward the cost of a unit or units of
equipment of the same type as the Equipment or standard-
gauge railroad rolling stock (other than passenger or work
equipment or cabooses) to replace units suffering a Casualty
Occurrence. Any unit of replacement equipment shall have a
remaining useful life (as evidenced by a certificate of an
operating officer of the Railrocad) at least as long as that
which the Equipment being replaced would have had, but for
the Casualty Occurrence. If such replacement eguipment



shall be equipment theretofore|used in railroad service, the

Railroad shall deliver to the Vendor a certificate of an
officer of the Railroad that the cost of such equipment to
the Vendor does not exceed the!lesser of the fair value
thereof or the original cost thereof less depreciation at a
rate equal to 1/15th of such orlglnal cost for each year in
service. In case any money is|applied pursuant to this
Article 8 to prepay CSA Indebtedness, it shall be so applied
to reduce each installment of CSA Indebtedness thereafter
falling due pro rata. I

The Casualty Value of each unit of the Equipment
(other than a replacement unlt) shall be deemed to be that
amount which bears the same ratlo to the original Purchase
Price thereof (less, in the event that the Railroad shall
have made any payment or payments under the provisions of
subparagraph (a) of the thlrd'paragraph of Article 4 hereof,
an amount which bears the same! ratlo to the aggregate of all
such payments as the original Purchase Price of such unit
bears to the original aggregate Purchase Price of all the
Equipment) as the unpaid CSA Indebtedness (without giving
effect to any prepayments then'or theretofore made pursuant
to this Article 8) as of the date payment is made with
respect to such Casualty Occurrence bears to the original
CSA Indebtedness. The Casualty Value of each replacement
unit shall be deemed to be that amount which bears the same
ratio to the portion of the cost thereof paid by the Vendor

as the unpaid CSA Indebtedness
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Article 8) as of the date payme

such Casualty Occurrence bears
ness (without giving effect to
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included in the term ”Equlpment” as used in this Agreement,

provided, however,
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to all such replacement units shall be free and clear of all
liens and encumbrances except the liens permitted by the
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initially and shall remain in the name of the Vendor subject
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to the provisions hereof, and the Railroad shall execute,
acknowledge, deliver, file, record or deposit all such
documents and do any and all such acts as may be necessary
to cause such replacement units to come under and be subject
to this Agreement. All such replacement units shall be
guaranteed and warranted in like manner as is customary at
the time for similar equipment.

Whenever the Railrocad shall file with the Vendor a
written direction to apply amounts toward the cost of any
replacement unit or units, the Railroad shall file there-
with:

(1) a certificate of an officer of the Railroad
certifying that such replacement unit is new equipment
of the same type as the Equipment or is new standard-
gauge railroad rolling stock (other than work or
passenger equipment or cabooses) and has been marked as
required by the provisions of Article 7 hereof and
certifying the cost of such replacement unit; and

(2) an opinion of counsel for the Railroad that
the Vendor has a valid and perfected first security
interest in such replacement unit, free and clear from
all claims, liens, security interests and other encum-
brances except the rights of the Railroad under this
Agreement, and that such unit has come under and become
subject to this Agreement and all necessary filings and
recordings have been made to perfect the interests of
the Vendor therein.

So long as no event of default shall have occurred
and be continuing, any money paid to the Vendor pursuant to
this Article 8 shall, if the Railroad shall in writing so
direct, be invested and reinvested (whether through outright
purchase or through repurchase agreements in which the
Vendor takes possession of the collateral), pending its
application as hereinabove provided, in such of the fol-
lowing as may be specified in such written direction:

(i) direct obligations of the United States of America or
obligations for which the faith of the United States is
pledged to provide for the payment of principal and inter-
est, (ii) open market commercial paper rated within the
highest two grades by Standard & Poor’s Corporation or by
NCO/Moody'’s Commercial Paper Division of Mococdy’s Investors
Service, Inc., or the successor of either of them, or '
(iii) certificates of deposit of commercial banks in the.
United States of America having a capital and surplus
aggregating at least $500,000,000, in each case maturing in



i
|

not more than one year from the date of such investment
(such investments being herelnafter called ”“Investments”).
Any such obligations shall from time to time be sold and the
proceeds reinvested in such Investments as the Railroad may
in writing direct. Any 1nterest received by the Vendor on
any Investments shall be held by the Vendor and applied as
hereinafter provided. Upon any sale or the maturity of any
Investments, the proceeds thereof plus any interest
received by the Vendor thereonI up to the cost (including
accrued interest) thereof, shall be held by the Vendor for
application pursuant to this Artlcle 8, and any excess shall
be paid to the Railroad. If such proceeds (plus such
interest) shall be less than such cost, the Railroad will
promptly pay to the Vendor an amount equal to such defi-
ciency. The Railroad will pay;all expenses incurred by the
Vendor in connectlon with the purchase and sale of Invest-
ments.

If any unit of the Equipment is removed for
repairs other than running repalrs or becomes unsuitable or
not necessary for continued use by the Railroad in the

Railroad’s business or operatlons, such occurrence shall,
upon the election of the Rallroad evidenced by written
notice to the Vendor, constitute a Casualty Occurrence
subject to the provisions of this Article 8; provided,
however, that the Railroad shall direct any money paid to
the Vendor in respect thereof to be applied only toward the
cost of replacement equipment and not to prepay any install-
ment of CSA Indebtedness.

If one or more events of default shall have
occurred and be continuing, all money held by the Vendor
pursuant to this Article 8 (1nclud1ng, for this purpose,
Investments) shall be applied by the Vendor as if such money
were money received upon the sale of Equlpment pursuant to
Article 17 hereof. ,

I

In order to facilitate the sale or other disposi-
tion of any Equipment suffering a Casualty Occurrence, the
Vendor shall, upon request of the Railroad, after payment by
the Railroad of a sum equal to|the Casualty Value of such
Equipment, execute and deliver|to the Railroad or the
Railroad’s vendee, assignee or nominee, a bill of sale
(without warranties) for such Equipment, and such other
documents as may be required to release such Equipment from
"the terms and scope of this Agreement in such form as may
be reasonably requested by the|Railroad.
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The Raillroad will at all times prior to the pay-
ment of the full indebtedness in respect of the Purchase
Price of the Equipment, together with interest thereon and
all other payments required hereby, at its own expense,
cause to be carried'and maintained insurance in respect of
the Equipment at the time subject hereto in amounts and
against risks customarily insured against by railroad com-
panies on similar equipment, and in any event in amounts and
against risks comparable to those insured against by the
Railrocad on similar equipment owned by it.

ARTICLE 9. Maintenance; Compliance with Laws and
Rules. The Railroad will at all times maintain the Equip-

ment or cause the Equipment to be maintained in good order
and repair at its own expense, ordinary wear and tear
excepted. :

During the term of this Agreement, the Railroad
will at all times comply in all respects with all laws of
the jurisdictions in which its operations involving the
Equipment may extend and with all lawful rules of any legis-
lative, executive, administrative or judicial body exer-
cising any power or jurisdiction over the Equipment, to the
extent that such laws and rules affect the title, operation
or use of the Equipment, and in the event that such laws or
rules require any alteration, replacement or addition of any
part on any unit of the Equipment, the Railrcad will conform
therewith, at its own expense; provided, however, that the
Railroad may, in good faith, contest the validity or appli-
cation of any such law or rule in any reascnable manner
which does not, in the reasonable opinion of the Vendor,
adversely affect the property or rights of the Vendor under
this Agreement.

ARTICLE 10. Reports and Inspections. O©On or
before November 1 in each year, commencing with the year

1986, the Railroad shall furnish to the Vendor an accurate
statement signed by an officer of the Railroad who may be
the Treasurer or the Assistant to the Treasurer (a) setting
forth as of the preceding June 30 the amount, description
and numbers of all units of the Equipment that have suffered
a Casualty Occurrence during the preceding 12 months (or
since the date of this Agreement in the case of the first
such statement) or that have been withdrawn from use pending
repairs (other than running repairs) and such other informa-
tion regarding the condition and state of repair of the
Equipment as the Vendor may reasonably request and

(b) stating that, in the case of all Equipment repaired or
repainted during the period covered by such statement, the
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numbers and marklngs required by Article 7 hereof have been
preserved or replaced. The Vendor shall have the right, by
its agents, to inspect the Equlpment and the Railroad’s
records with respect thereto at such reasonable times as the
Vendor may request during the term of this Agreement.

ARTICLE 11. Possession and Use; Classification.
The Railroad, so long as an event of default shall not have
occurred under this Agreement and be continuing, shall be
entitled to the possession of the Equipment and the use
thereof upon the lines of railroad owned or operated by it
either alone or jointly with others and whether under lease
or otherwise, or upon the llnes of railroad owned or
operated by any railroad company controlled by, or under
common control with, the Railroad, or over which it has
trackage rights, or upon conneeting and other carriers in
the usual interchange of traffic or pursuant to run-through
agreements, from and after dellvery of the Equipment by the
Builder to the Railroad; and the Railroad may attach or
affix any unit of the Equlpment to any railroad equlpment
which is used upon the lines of railroad specified in the
precedlng clause of this Artlcle 11; provided, however, that
no unit of the Equipment may be attached to railroad equip-
ment which is not owned by the{Rallroad free of any liens
securing any indebtedness of the Railroad if such unit of
the Equipment may not be removed therefrom within a reason-
able time without material damage to such Equlpment or the
railrocad equipment to which the Equipment is attached, all
subject to the terms and condltlons of this Agreement.

The Railroad represents, warrants and agrees that
the Equipment is rolling stock;equipment or accessories used
on such equlpment (consisting of superstructures and racks)
as specified in § 1168 of the Federal Bankruptcy Code.

ARTICLE 12. Prohibition Against Liens. The Rail-
road will pay or discharge any' and all sums claimed by any
party from, through or under the Railroad or its successors
or assigns which, if unpald mlght become a lien, charge or
security 1nterest on or in the| Equipment, or any unit
thereof; provided, however, that the Railroad shall be under
no obllgatlon to pay or dlscharge any such claim so long as
it is contesting in good faith| and by appropriate legal
proceedlngs such claim and the| nonpayment thereof does not,
in the reasonable opinion of the Vendor, adversely affect
the property or rights of the Vendor in or to the Equipment
or otherwise under this Agreement. Any amounts paid by the
Vendor in discharge of liens, charges or security interests
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upon the Equipment shall be secured by and under this
Agreement.

This covenant will not be deemed breached by rea-
son of liens for taxes, assessments or governmental charges
or levies, in each case not due and delinquent, or undeter-
mined or inchoate materialmen’s, mechanics’, workmen’s,
repairmen’s or other like liens arising in the ordinary
course of business and, in each case, not delingquent.

ARTICLE 13. Railroad’s Indemnities. The Railroad
agrees to indemnify, protect and hold harmless the Vendor
from and against all losses, damages, injuries, liabilities,
claims and demands whatsoever, and expenses in connection

~ therewith, including counsel fees, arising out of retention

by the Vendor of a security interest in the Equipment, the
use and operation thereof by the Railroad during the period
when said security interest remains in the Vendor or the
transfer of said security interest in the Equipment by the
Vendor pursuant to any of the provisions of this Agreement
except, however, any losses, damages, injuries, liabilities,
claims and demands whatsoever arising out of any tort,
breach of warranty or failure to perform any covenant
hereunder by the Builder. This covenant of indemnity shall
continue in full force and effect notwithstanding the full
payment of all sums due under this Agreement, or the satis-
faction, discharge or termination of this Agreement in any
manner whatsoever. ‘

ARTICLE 14. Patent Indemnities; Builder’s Rep-
resentation; and Builder’s Warranty of Material and Workman-
ship. Except in cases of articles or materials specified by
the Railroad and not manufactured by the Builder thereocf and
in cases of designs, systems, processes, formulae or com-

"binations specified by the Railroad and not developed or

purported to be developed by the Builder therecf, each
Builder agrees to indemnify, protect and hold harmless the
Railroad from and against any and all liability, claims,
costs, charges and expenses, including royalty payments and
counsel fees, in any manner imposed upon or accruing against
the Railrcad, its assigns or the users of the Equipment
because of the use in or about the construction of any of
the Equipment of any design, system, process, formula,
combination, article or material which infringes or is
claimed to infringe on any patent or other right. The
Railroad likewise will indemnify, protect and hold harmless
the Vendor from and against any and all liability, clainms,
costs, charges and expenses, including royalty payments and
counsel fees, in any manner imposed upon or accruing against



-the Vendor because of the use 1n or about the construction
or operation of any of the Equlpment of any article or
material specified by the Rallroad and not manufactured by
the Builder thereof or of any de51gn, system, process,
formula or combination spe01f1ed by the Railroad and not
developed or purported to be developed by the Builder
thereof which infringes or is claimed to infringe on any
patent or other right. Each Bpllder agrees to and hereby
does, to the extent legally possible without impairing any
clalm, right or cause of actlon hereinafter referred to,
assign, set over and deliver to the Railroad every claim,
right and cause of action whlch such Builder has or here-
after shall have against the seller or sellers of any
designs, systems, processes, ﬁormulae, combinations, arti-
cles or materials specified by the Railrocad and purchased or
otherwise acquired by such Buillder for use in or about the
construction or operation of any of the Equipment on the
ground that any such design, system, process, formula,
combination, article or material or operation thereof
infringes or is claimed to 1nfr1nge on any patent or other
right. Each Builder further agrees to execute and deliver
to the Railroad or the users of the Equipment all and every
such further assurance as may|be reasonably requested by the
Railroad more fully to effectuate the assignment and deliv-
ery of every such claim, rlght and cause of action. Each
Builder will give notice to the Railroad of any claim known
to such Builder from which llablllty may be charged against
the Railroad hereunder and the Railroad will give notice to
a Builder of any claim known to the Railroad from which
liability may be charged against such Builder hereunder.
Such covenants of indemnity shall continue in full force and
effect notwithstanding the full payment of all sums due
under this Agreement, or the satisfaction, discharge or
termination of this Agreementlln any manner whatsocever.

Each Builder represents that it is not entering
into this Agreement, or enterlng into any assignment of this
Agreement, directly or 1nd1rectly in connection with any
arrangement or understanding in any way involving any
employee benefit plan (other than a governmental plan) with
respect to which it is a party in interest, all within the

meaning of the Employee Retlrement Income Securlty Act of
1974. |

Each Builder'’s warranty of material and workman-
ship is set forth in Schedule A hereto.

I

ARTICLE 15. Assignments. The Railroad will not
sell, assign, transfer or otqerwise dispose of its rights

|
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under this Agreement or, except as provided in Article 11
hereof, transfer the right to possession of any unit of the
Equipment without first obtaining the written consent of the
* Vendor. A sale, assignment, transfer or disposition to a
railroad company organized under the laws of the United
States of America or any of the states thereof which shall
acquire all or substantially all the lines of railroads of
the Railroad, and which, by execution of an appropriate
instrument satisfactory to the Vendor, shall assume and
agree to perform each of, and all, the obligations and cove-
nants of the Railroad under this Agreement, shall not be
deemed a breach of this covenant.

All or any of the rights, benefits and advantages
of the Vendor under this Agreement, including the right to
receive the payments herein provided to be made by the
Railroad, may be assigned by the Vendor and reassigned by
any assignee at any time or from time to time. No such
assignment shall subject any assignee to, or relieve any
Builder from, any of the obligations of such Builder to con-
struct and deliver the Equipment in accordance with this
Agreement or to respond to its warranties and indemnities
contained or referred to in Article 14 hereof and Schedule A
hereto or relieve the Railroad of any of its obligations to
such Builder under Articles 2, 3, 4, 5, 13 and 14 hereof,
and this Article 15 or of any other obligation which,
according to its terms or context, is intended to survive an
assignment.

Upon any such assignment either the assignor or
the assignee shall give written notice to the Railroad,
together with a counterpart or copy of such assignment,
stating the identity and post office address of the
assignee, and such assignee shall by virtue of such assign-
ment acquire all the assignor’s right, title and interest in
"and to the Equipment and this Agreement, or in and to a
portion thereof, as the case may be, subject only to such
reservations as may be contained in such assignment. From
and after the receipt by the Railroad of the notification of
any such assignment, all payments thereafter to be made by
the Railroad under this Agreement shall, to the extent so
assigned, be made to the assignee in such manner as it may
direct. :

" The Railrocad recognizes that it is the custom of
railroad equipment manufacturers to assign conditional sale
agreements and understands that the assignment of this
Agreement, or of some of or all the rights of the Vendor
hereunder, is contemplated. The Railroad expressly
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represents, for the purpose of | assurance to any person, firm
or corporation considering the|acquisition of this Agreement
or of all or any of the rights! of the Vendor hereunder and
for the purposes of inducing such acquisition, that in the
event of such assignment by the Vendor as hereinbefore
provided, the rights of such a551gnee to the entire unpaid
indebtedness in respect of the/ Purchase Price or such part
thereof as may be assigned, together with interest thereon,
as well as any other rights hereunder which may be so
assigned, shall not be subject to any defense, setoff,
counterclaim or recoupment whatsoever arising out of any
breach of any obligation of any Builder with respect to its
Equipment or the manufacture,\constructlon, delivery or
warranty thereof, or with respect to any indemnity herein
contained, nor subject to any /defense, setoff, counterclaim
or recoupment whatsoever arising by reason of any other
indebtedness or liability at any time owing to the Railroad
by such Builder. Any and alllsuch obligations, howsoever
arising, shall be and remain enforceable by the Railroad
against ‘and only against such|Bu11der
|

The Railroad will (a) in connection with each
settlement for the Equipment subsequent to such assignment,
deliver to the assignee, at least five business days prior
to the Closing Date for the Group fixed in the notice by the
Railroad, all documents requlred by the terms of such
a551gnment to be delivered to'such assignee in connection
with such settlement, in such number of counterparts or
copies as may reasonably be requested and (b) furnish to
such assignee such number of counterparts of any other cer-
tificate or paper required by the Vendor as may reasonably
be requested.

|

If this Agreement shall have been assigned by a
Builder and the assignee shall not make payment to such
Builder with respect to unltsfof the Equipment as provided
in the instrument making such'a551gnment such Builder will
promptly notify the Railroad of such event and, if such
amount shall not have been prev1ously paid by such assignee,
the Railroad will, not laterlthan 90 days after the date
such payment was due, pay or lcause to be paid to such
Builder the aggregate unpald;Purchase Price of such units of
the Equipment, together with |interest from the day such
payment was due to the date of payment by the Railroad at
the highest prime rate of 1nterest charged by any of the
four New York City banks hav1ng the largest total assets in
effect on the date such payment was due.

l
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ARTICLE 16. Defaults. In the event that any one
or more of the following events of default shall occur and
be continuing, to wit: - :

(a) the Railrcad shall fail to pay in full any -
indebtedness in respect of the Purchase Price of the
Equipment or any other sum payable by the Railroad as
provided in this Agreement within five days after the -
date due; or

(b) the Railroad shall, for more than 30 days
after the Vendor shall have demanded in writing per-
formance thereof, fail or refuse to comply with any
covenant, agreement, term or provision of this Agree-
ment, or of any agreement entered into concurrently
herewith relating to the financing of the Equipment on
its part to be kept or performed or to make provision
satisfactory to the Vendor for such compliance; or

(c) a petition for reorganization under Title 11
of the United States Code, as now constituted or as
hereafter amended, shall be filed by or against the
Railroad and, unless such petition shall have been
dismissed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall
"continue in force or such ineffectiveness shall con-
tinue), all the obligations of the Railroad under this
Agreement shall not have been (and shall not continue
to have been) duly assumed in writing, pursuant to a
court order or decree, by a trustee or trustees
appointed (whether or not subject to ratification) in
such proceedings within 60 days after the commencement
of such proceedings; or

(d) any other proceedings shall be commenced by or
against the Railroad for any relief under any bank-
ruptcy or insolvency law, or law relating to the relief
of debtors, readjustments of indebtedness, reorganiza-
tions, arrangements, compositions or extensions (other
than a law which does not permit any readjustment of
A the indebtedness payable hereunder), and, unless such
- proceedings shall have been dismissed, nullified,

e stayed or otherwise rendered ineffective (but then only
so long as such stay shall continue in force or such
ineffectiveness shall continue), all the obligations of
the Railroad under this Agreement shall not have been
(and shall not continue to have been) duly assumed in
writing, pursuant to a court order or decree, by a
trustee or trustees or receiver or receivers appointed
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(whether or not subject to ratification) for the Rail-
road or for its property in connection with any such
proceedings in such manner that such obligations shall
have the same status as obllgatlons incurred by such
trustee or trustees or recelver or receivers within 60
days after such proceedlngs shall have been commenced;
or !

|

(e) the Railroad shall make or suffer any unautho-

rized assignment or transfer of this Agreement or any
interest herein or any unauthorized transfer of the
right to possession of any unit of the Equipment;

then at any time after the occurrence of such an event of
default the Vendor may, upon wrltten notice to the Railroad
and upon compliance with any nandatory legal requirements
then in force and applicable to such action by the Vendor,
declare (hereinafter called a,”Declaratlon of Default”) the
entire indebtedness in respect of the Purchase Price of the
Equipment, together with the 1nterest thereon then accrued
and unpaid, immediately due and payable, without further
demand, and thereafter the aggregate of the unpaid balance
of such indebtedness and interest shall bear interest from
the date of such Declaration of Default at the rate per
annum spec1f1ed in Article 4 hereof as being applicable to
amounts remaining unpaid after becoming due and payable, to
the extent legally enforceable. The Vendor shall thereupon
be entitled to recover judgment for the entire unpaid
balance of the indebtedness 1n respect of the Purchase Price
of the Equipment so payable, w1th interest as aforesaid, and
to collect such judgment out pf any property of the Rallroad
wherever situated. The Railroad shall promptly notify the
Vendor of any event which hasj come to its attention which
constitutes, or which with the giving of notice and/or lapse
of time could constitute, an event of default under this
Agreement.

The Vendor may at 1ts election waive any such
event of default and its consequences and rescind and annul
any Declaration of Default by notice to the Railroad in
writing to that effect, and thereupon the respective rights
of the parties shall be as they would have been if no such
event of default had occurred and no Declaration of Default
had been made. Notwithstanding the provisions of this
paragraph, it is agreed that 'time is of the essence of this
Agreement and no such waiver, rescission or annulment shall
extend to or affect any other or subsequent default or
impair any rights or remediee consequent thereon.

!'
z
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ARTICLE 17. Remedies. At any time during the
continuance of a Declaration of Default, the Vendor may,
subject to compliance with any mandatory legal requirements
then in force and applicable to the action to be taken by
the Vendor, take or cause to be taken by its agent or agents
immediate possession of the Equipment, or one or more of the
units thereof, without liability to return to the Railroad
any sums theretofore paid and free from all claims whatso-
ever, except as hereinafter in this Article 17 expressly
provided, and may remove the same from possession and use of
the Railroad or any other person and for such purpose may
enter upon the Railrocad’s premises or any other premises
where the Equipment may be located, without judicial process
if this can be done without breach of the peace, and may use
and employ in connection with such removal any supplies,
services and aids and any available trackage and other
facilities or means of the Railroad; provided, however, that
the Equipment shall at all times be kept in good repair.

In case the Vendor shall demand possession of the
Equipment pursuant to this Agreement and shall reasonably
designate a point or points upon the premises of the Rail-
road for the delivery of the Equipment to the Vendor, the
Railroad shall, at its own expense, forthwith and in the
usual manner (including, but not by way of limitation,
giving prompt telegraphic and written notice to the Asso-
ciation of American Railroads and all railroads to which any
part of the Equipment has been interchanged to return the
Equipment so interchanged), cause {(a) the Equipment to be
detached from each unit of railroad rolling stock to which
it has been attached, (b) the Equipment to be moved to such
point or points on its lines as shall be designated by the
Vendor and shall there deliver the Equipment or cause it to
be delivered to the Vendor and (c) the Equipment to be moved
to such interchange point or points of the Railrocad as shall
be designated by the Vendor upon any sale, lease or .other
disposal of all or any part of the Equipment by the Vendor.
At the option of the Vendor, the Vendor may keep the Equip-
ment on any of the lines or premises of the Railroad until
the Vendor shall have leased, sold or otherwise disposed of
the same, and for such purpose the Railroad agrees to
furnish, without charge for rent or storage, the necessary
facilities at any point or points selected by the Vendor
reasonably convenient to the Railrocad and to permit inspec-
tion of the Equipment by the Vendor, the Vendor’s represen-
tatives and prospective purchasers and users. This agree-
ment to deliver the Equipment and furnish facilities as
hereinbefore provided is of the essence of the agreement
between the parties, and, upon application to any court of
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equity having jurisdiction in Fhe premises, the Vendor shall g
be entitled to a decree against the Railroad requiring
spec1f1c performance hereof. The Railroad hereby expressly
waives any and all claims agalnst the Vendor and its agent
or agents for damages of whateyer nature in connection with
any retaking of any unit of the Equipment in any reasonable
manner, ;

At any time during the continuance of a Decla-
ration of Default, the Vendor‘(after retaking possession of
the Equipment as herelnbefore in this Article 17 provided)
may at its election and upon such notice as is hereinafter
set forth retain the Equipment in satisfaction of the entire
indebtedness in respect of the Purchase Price of the Equip-
ment and make such dlspos1tlon thereof as the Vendor shall
deem fit. Written notice of the Vendor'’s election to retain
the Equipment shall be given to the Railroad by telegram or
registered mail, addressed as [provided in Article 21 hereof,
and to any other persons to whom the law may require notlce,
within 30 days after such Declaratlon of Default. 1In the
event that the Vendor should elect to retain the Equipment
and no objectlon is made thereto within the 30- day period
described in the second proviso below, all the Railroad’s
rights in the Equipment shall thereupon terminate and all
payments made by the Railroad may be retained by the Vendor
as compensation for the use of the Equipment by the Rail-
road; provided, however, that|if the Railrocad, before the
expiration of the 30-day period described in the proviso
below, should pay or cause to|be paid to the Vendor the
total unpaid balance of the 1ndebtedness in respect of the
Purchase Price of the Equlpment together with interest
thereon accrued and unpaid and all other payments due under
this Agreement as well as expenses of the Vendor in retaking
possession of, removing and storing the Equlpment and the
Vendor'’s reasonable attorneysI fees, then in such event
absolute right to the posse551on of, title to and property
in the Equipment shall pass to and vest in the Railroad;
provided, further, that if the Railroad or any other persons
notified under the terms of thlS paragraph object in writing
to the Vendor within 30 days from the receipt of notice of
the Vendor’s election to retaln the Equipment, then the ¥
Vendor may not so retain the Equlpment but shall sell,
lease or otherwise dispose Of(lt or continue to hold 1t ‘
pending sale, lease or other dlsp051t10n as hereinafter .
provided or as may otherwise be permitted by law. If the
Vendor shall have given no notlce to retain as hereinabove
prov1ded or notice of 1ntent10n to dispose of the Equipment
in any other manner, it shallibe deemed to have elected to
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sell the Equ1pment in accordance with the provisions of this
Artlcle 17.

At any time during the continuance of a Declar-
ation of Default, the Vendor, with or without retaking
possession thereof, at its election and upon reasonable
notice to the Railroad and to any other persons to whom the
law may require notice of the time and place, may sell the
Equipment, or any unit thereof, free from any and all claims
of the Raillroad or any other party claiming from, through or
under the Railroad, at law or in equity, at public or
private sale and with or without advertisement as the Vendor
may determine; provided, however, that if, prior to such
sale and prior to the making of a contract for such sale,
the Railroad should tender full payment of the total unpaid
balance of the indebtedness in respect of the Purchase Price
of the Equipment, together with interest thereon accrued and
unpaid and all other payments due under this Agreement as
well as expenses of the Vendor in retaking possession of,
removing, storing, holding and preparing the Equipment for,
and otherwise arranging for, the sale and the Vendor’s
reasonable attorneys’ fees, then in such event absolute
right to the possession of, title to and property in the
Equipment shall pass to and vest in the Railroad. The
proceeds of such sale, less the attorneys’ fees and any
other expenses incurred by the Vendor in retaking possession
of, removing, storing, holding, preparing for sale and
selling the Equipment, shall be credited on the amount due
to the Vendor under the provisions of this Agreement.

Any sale hereunder may be held or conducted at
such place or places and at such time or times as the Vendor
may specify, in one lot and as an entirety or in separate
lots and without the necessity of gathering at the place of
sale the property to be socld, and in general in such manner
as the Vendor may determine. The Vendor or the Railroad may
bid for and become the purchaser of the Equipment, or any
unit thereof, so offered for sale. The Railrcad shall be
given written notice of such sale not less than ten days
prior thereto, by telegram or registered mail addressed to
the Railroad as provided in Article 21 hereof. If such sale
shall be a private sale (which shall be deemed to mean only
a sale where an advertisement for bids has not been pub-
lished in a newspaper of general circulation or a sale where
less than 40 prospective bidders have been solicited in
writing to submit bids), it shall be subject to the right of
the Railroad to purchase or provide a purchaser, within ten
days after notice of the proposed sale price, at the same
price offered by the intending purchaser or a better price.
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In the event that the Vendor shall be the purchaser of the
Equipment, it shall not be accountable to the Railroad
(except to the extent of surplus money received as herein-
after prov1ded in this Article 17), and in payment of the
purchase price therefor the Vendor shall be entitled to have
credited on account thereof all or any part of the sums due
to the Vendor from the Rallroad hereunder.
I

Each and every power: and remedy hereby specif-
ically given to the Vendor shall be in addition to every
other power and remedy hereby'spe01flcally given or now or
hereafter existing at law or in equity, and each and every
power and remedy may be exer01sed from time to time and
simultaneously and as often and in such order as may be
deemed expedient by the Vendor. All such powers and reme-
dies shall be cumulative, and [the exercise of one shall not
be deemed a waiver of the right to exercise any other or
others. No delay or omission jof the Vendor in the exercise
of any such power or remedy and no renewal or extension of
any payments due hereunder shall impair any such power or
remedy or shall be construed to be a waiver of any default
or an acquiescence therein. Any extension of time for
payment hereunder or other indulgence duly granted to the
Railroad shall not otherwise alter or affect the Vendor’s
rights or the Railroad’s obligations hereunder. The Ven-
dor’s acceptance of any payment after it shall have become
due hereunder shall not be deemed to alter or affect the
Railroad’s obligations or theiVendor’s rights hereunder with
respect to any subsequent payments or default therein.

|

. If, after applying all sums of money realized by
the Vendor under the remedies! herein prov1ded there shall
remain any amount due to it under the provisions of this
Agreement, the Railroad shall, pay the amount of such defi-
ciency to the Vendor upon demand, together with interest
from the date of such demand Fo the date of payment by the
Railroad at the rate per annum set forth in Article 4 hereof
applicable to amounts remalnlng unpaid after becoming due
and payable. If the Rallroad shall fail to pay such defi-
ciency, the Vendor may brlnglsult therefor and shall be
entitled to recover a judgment therefor against the Rail-
road. If, after applying as'aforesald all sums realized by
the Vendor, there shall remaln a surplus in tle possession
of the Vendor, such surplus shall be paid to the Railroad.

The Railroad will pay all reasonable expenses,
1nclud1ng attorneys’ fees, 1ncurred by the Vendor in enforc-
ing its remedies under the terms of this Agreement. 1In the
event that the Vendor shall bring any suit to enforce any of

|
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its rights hereunder and shall be entitled to judgment, then
in such suit the Vendor may recover reasonable expenses,
including attorneys’ fees, and the amount thereof shall be
included in such judgment.

The foregoing provisions of this Article 17 are
subject in all respects to all mandatory legal requlrements
at the time in force and applicable thereto.

Article 18. Applicable State Laws. Any provision
of this Agreement prohibited by any applicable law of any
jurisdiction shall as to such jurisdiction be ineffective,
without modifying the remaining provisions of this Agree-
ment. Where, however, the conflicting provisions of any
such applicable law may be waived, they are hereby waived by
the Railroad to the full extent permitted by law, it being
the intention of the parties hereto that this Agreement
shall be deemed to be a conditional sale and enforced as
such.

Except as otherwise provided in this Agreement,
the Railroad, to the full extent permitted by law, hereby
waives all statutory or other legal requirements for any
notice of any kind, notice of intention to take possession
of or to sell or lease the Equipment, or any unit thereof,
and any other requirements as to the time, place and terms
of the sale or lease thereof, any other requirements with
respect to the enforcement of the Vendor’s rights under this
Agreement and any and all rights of redemption.

ARTICLE 19. Recording. The Railroad will cause
this Agreement, any assignments hereof and any amendments or
supplements hereto or thereto and/or appropriate financing
statements to be filed and recorded, and from time to time
when required refiled and rerecorded, with the Interstate
Commerce Commission in accordance with 49 U.S.C. 11303 and
.1in accordance with the applicable provisions of the Uniform
Commercial Code of the State of Ohio and in any other State
of the United States of America or the District of Columbia
where filing is required by applicable state or Federal law
or reasonably requested by the Vendor for the purpose of
proper protection, to the satisfaction of counsel for the
Vendor, of its interest in the Equipment and its rights
under this Agreement or for the purpose of carrying out the
intention of this Agreement. The Railroad will from time to
time do and perform any other act and will execute, acknowl-
edge, deliver, file, register, deposit and record any and
all further instruments required by law or reasonably
requested by the Vendor for the purposes specified in the



immediately preceding sentence of this Article 19. The
Railroad will furnish to the Vendor at the time of fur-
nishing each annual report pursuant to Article 10 hereof an
opinion of counsel for the Ra#lroad to the effect that all
necessary filings and recordings have been made to protect
the interests of the Vendor 1% and to the Equipment.

The Railroad will prbmptly furnish to the Vendor
certificates or other evidence satisfactory to the Vendor of
such filing, registering, depﬂsiting and recording.

ARTICLE 20. Payment' of Expenses. The Railroad
will pay all reasonable costs land expenses (other than the
fees and expenses of counsel for the Builder) incident to
this Agreement and the first assignment of this Agreement
(1nc1ud1ng the fees and expenses of an agent, if the first
assignee is an agent), and any instrument supplemental or
related hereto or thereto, 1nc1ud1ng all fees and expenses
of Messrs. Cravath, Swaine & Moore, counsel for the first
assignee of this Agreement and| for any party acquiring
interests in such first assignment, and all reasonable costs
and expenses in connection with the transfer by any party of
interests acquired in such first assignment, but excluding
all fees and expenses of any other counsel for such parties.

ARTICLE 21. Notlce.l Any notice hereunder to any
of the parties designated below shall be deemed to be
properly served if delivered or mailed to it at the fol-
lowing specified addresses:

(a) to the Railroad, at 100 North Charles Street,

Baltimore, Maryland 21201, attention of Treasurer-303,

(b) to the Builder, at its address set forth in
Item 1 of Schedule A here?o, and

(c) to any assignee of the Vendor or of the Rail-
road, at such address as may have been furnished in
writing to each of the other parties hereto by such
assignee, |

|
or at such other address as may have been furnished in

writing by such party to the other parties to this Agree-
ment.

|
ARTICLE 22. Article|Headings; Effect and Modi-
fication of Agreement. All article headings are inserted

for convenience only and shall !not affect any construction
or interpretation of this Agreement.

|

[

!
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This Agreement, including the Schedules hereto,
exclusively states the rights of the Vendor and the Railroad
with respect to the Equipment and supersedes all other ‘

- agreements, oral or written, with respect to ‘the Equlpment.
B No variation or modification of this Agreement and no waiver
of any of its provisions or conditions shall be valid unless -
in writing and signed by duly authorized offlcers of the
Vendor and the Railroad. N

ARTICLE 23. Law Governing. The Railroad warrants
that its chief place of business and principal executive
offices are, and have been for at least four months, located
in the State of Ohio. The Railroad agrees not to change its
chief place of business and principal place of business to a
State other than Ohio unless the applicable provisions of
the Uniform Commercial Code of such State are complied with
in accordance with Article 19 hereof. The terms of this
Agreement and all rights and obligations hereunder shall be
governed by the laws of such state; provided, however, that
the parties shall be entitled to all rights arising out of
the filing, recording or deposit hereof and of any assign-
ment hereof or any related financing statement as shall be
conferred by the laws of the several jurisdictions in which
0 this Agreement or any assignment hereof or any such financ-
G : ing statement shall be filed, recorded or deposited.

ARTICLE 24. Execution. This Agreement may be
executed in any number of counterparts, such counterparts
together constituting but one and the same contract, but the
counterpart delivered to the Agent shall be deemed to be the
original and all other counterparts shall be deemed to be
duplicates thereof. A Builder which shall execute and
deliver this Agreement shall be bound hereunder notwith-
standing the failure of the other Builder to execute and
deliver this Agreement or to perform its obligations under
this Agreement. Although this Agreement is dated, for
convenience, as of the date first set forth above, the
actual date or dates of execution hereof by the parties
hereto is or are, respectively, the date or dates stated in
the acknowledgments hereto annexed.

IN WITNESS WHEREOF, the parties hereto, each pur-
suant to due corporate authority, have caused this instru-
ment to be executed in their respective corporate names by
~their officers, thereunto duly authorized, and their



respective corporate seals to be hereunto affixed, duly

attested,

[Seal] .
Attest: ~

éa¢fCor orate Sac tary

[Seal]

Attest:

Assistant Secretary

[Seal]

Attest:

Assistant Secretary

all as of the date flrst above written.

THE CHESAPEAKE AND OHIO RAILWAY

COMPANY,
by

o Uk

Treasurer \'

TRINITY INDUSTRIES, INC.,

by

Senior Vice President

THRALL CAR MANUFACTURING
COMPANY,

by

c-28




STATE OF MARYLAND, )
) ss.:
CITY OF BALTIMORE,)

on this 3-sl-day of % /‘“wmuui986 before me person-
ally appeared A. B. Aftoora, to me personally known, who,
being by me duly sworn, says that he is the Treasurer of THE
CHESAPEAKE AND OHIO RAILWAY COMPANY, that ocne of the seals
affixed to the foregoing instrument is the corporate seal of
said corporation, that said instrument was signed and sealed
on behalf of said corporation by authority of its Board of
Directors and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said
corporation.

[Notarial Seal]

)

My Commission expires /-/ &é
STATE OF TEXAS, )
) ss.:

COUNTY OF DALLAS, )

Oon this day of 1986, before me per-
sonally appeared , to me personally
known, who, being by me duly sworn, says that he is a Senior
Vice President of TRINITY INDUSTRIES, INC., that one of the
seals affixed to the foregoing instrument is the corporate
seal of said corporation, that said instrument was signed
and sealed on behalf of said corporation by authority of its
Board of Directors and he acknowledged that the execution of
the foregoing instrument was the free act and deed of said
corporation.

Notary Public
[Notarial Seal]

My Commission expires



STATE OF ILLINOIS, ) |

) ss. !
COUNTY OF COOK, )
On this day of 5 1986, before me
personally appeared | , to me person-

ally known, who, being by me duly sworn, says that he is a
of THRALL CAR MANUFACTURING COMPANY,

that one of the seals 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 Dlrectors and he acknowledged that
the execution of the foregoingiinstrument was the free act
and deed of said corporation.

|

!

T Notary Public

LT

_\iﬁotarial Seal]

My Commission expires




Item 1:

Item 2:

Item 3A:

SCHEDULE A

Trinity Industries, Inc., 2325 Stemmons Freeway,
(P.O. Box 10587), Dallas, Texas 75207, attention
of Neil O. Shoop, Treasurer.

Thrall Car Manufacturing Company, 26ﬁstate Streetﬁ
Chicago Heights, Illinois 60411, attention of
Paul G. Ledebuhr, Comptrcller.

August 14, 1986.

Trinity’s Warranty. Trinity warrants to the
Railrocad for a period of three years from the date
of shipment f.o.b. plant of manufacture that the
units of its Equipment are free of defects in
material and workmanship.

TRINITY SHALL NOT BE RESPONSIBLE FOR.ANY CONSE~
QUENTIAL DAMAGES OR ANY FURTHER LOSS BY REASON OF
ANY DEFECT.

This warranty does not cover or apply to any
product, accessory, part or attachment which is
not manufactured by Trinity.

If the Railrocad believes any part of the Equipment
to be defective in material or workmanship, the
Railrcad must give written notice thereof to
Trinity at its address specified in this Agreement
prior to the expiration of the warranty period,
specifying details as to date and place of pur-
chase, rack number, and alleged defect. Trinity
promptly will give written instructions to the
Railroad as to how any defect is to be repaired or
replaced. Subject to compliance by the Railroad
with the foregoing requirements and provided that

- Trinity determines to its satisfaction the alleged

defect to be the result of faulty material or
workmanship, Trinity, without charge, will repair
any defect in material or workmanship after the
defective part or Equipment is received at
Trinity’s repair shop or a shop selected by
Trinity. SUCH REMEDY IS THE SOLE AND EXCLUSIVE
REMEDY OF THE RAILROAD. Transportation charges
for the movement of racks to and from a shop will
be for Trinity’s account if Trinity’s examination
discloses to Trinity’s satisfaction that any parts



Item 3B:

Item 4:

are defective. Should Trinity’s examination
determine to Trinity’/s satisfaction that any part
or parts are not defective, any transportaticon
charges will be for the Railroad’s account.

EXCEPT FOR ITS OBLIGATIONS UNDER THE CSA THE ABOVE
EXPRESS WARRANTY IS IN LIEU OF ALL OTHER WAR-
RANTIES, EXPRESS OR IMPLIED, INCLUDING ANY WAR-
RANTIES OF MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE (EXCEPT AS TO TITLE), AND ALL
WARRANTIES, EXPRESS OR IMPLIED (EXCEPT AS TO -
TITLE), ARE LIMITED TO THREE YEARS IN DURATION AS
SPECIFICALLY PROVIDED ABOVE.

Thrall’s Warranty. Thrall warrants that its
Equipment will be built in accordance with the
Specifications and the standards and requirements
set forth in Article'z of the Conditional Sale
Agreement to which this Schedule A is attached
(the ”CSA”) and warrants its Equipment will be
free from defects inimaterial (except as to
specialties incorporated therein which were
specified or supplied by the Railroad and not
manufactured by Thrall) and workmanship under
normal use and serv1ce, Thrall’s obligation under
this Item 3B being llmited to making good at its
factory any part or parts of any unit of its
Equipment which shall within one year after the
delivery of such unit to the Railroad be returned
to Thrall with transportation charges prepaid and
which Thrall’s examination shall disclose to its
satisfaction to have‘been thus defective. THE
FOREGOING WARRANTY OF THRALL IS EXPRESSLY IN LIEU
OF ALL OTHER WARRANTIES, EXPRESSED OR IMPLIED,
INCLUDING ANY IMPLIED WARRANTY OF MERCHANTABILITY
OR FITNESS FOR A PARTICULAR PURPOSE, AND OF ALL
OTHER OBLIGATIONS ORILIABILITIES ON THE PART OF
THRALL, EXCEPT FOR I?S OBLIGATIONS UNDER THE CSA,
AND THRALL NEITHER ASSUMES NOR AUTHORIZES ANY
PERSON TO ASSUME FOR ;IT ANY OTHER LIABILITY IN
CONNECTION WITH THE CONSTRUCTION AND DELIVERY OF
ITS EQUIPMENT, EXCEPT AS AFORESAID.

The Maximum CSA Conditional Sale Indebtedness is
$11,711,700. !

t
\
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[CS&M Ref. 2046-185]

CONDITIONAL SALE AGREEMENT
Dated as of January 15, 1986
Among Each of

TRINITY INDUSTRIES, INC.
and
THRALIL CAR MANUFACTURING COMPANY
and

THE CHESAPEAKE AND OHIO RAILWAY COMPANY

9.6% Conditional Sale Indebtedness due February 15, 1998
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CONDITIONAL SALE AGREEMENT dated as of
January 15, 1986, among each of TRINITY
INDUSTRIES, INC., a Texas corporation, and
THRALL CAR MANUFACTURING COMPANY, a Delaware
corporation (collectively the “Builders” or
severally ”Builder” or collectively or
severally ”Vendor” as the context may
require, all as more particularly set forth
in Article 1 hereof), and THE CHESAPEAKE AND
OHIO RAILWAY COMPANY, a Virginia corporation
(the ”Railroad”).

The Builders have severally agreed tc construct,
sell and deliver to the Railroad, and the Railroad has
agreed to purchase, the equipment described in Schedule
hereto (the ”Equipment”); '

In consideration of the mutual promises, covenants
and agreements hereinafter set forth, the parties hereto do
hereby agree as follows:

ARTICLE 1. Certain Definitions. The term
#Vendor”, whenever used in this Agreement, means, before any
assignment of any of its rights hereunder, the respective
corporations named in Item 1 of Schedule A hereto and any
successor or successors for the time being to their respec-
tive manufacturing properties and businesses, and, after any
such assignment, both any assignee or assignees for the time
being of such particular assigned rights as regards such
rights, and also any assignor as regards any rights here-
under that are retained or excluded from any assignment.
The term “Builder”, whenever used in this Agreement, means,
both before and after any such assignment, the respective
corporations (as to the units of Equipment to be constructed
and sold hereunder by such corporation) named in Item 1 of
Schedule A hereto and any successor or successors for the
time being to their respective manufacturing properties and
businesses. The Railroad has entered into a Finance Agree-
ment dated as of the date hereof (the ”“Finance Agreement?”),
among the Railroad, Mercantile-Safe Deposit and Trust
Company, as Agent and the parties named in Schedule A

thereto.

The rights and obligations of the Builders under
this Agreement are several in accordance with their inter-
ests and not joint. Accordingly, whenever this Agreenent,
by the use of such designation as ”the Vendor”, ”such
Builder” or other similar term, confers a right or imposes
an obligation upon any corporation named in Item 1 of



-
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Schedule A hereto or its successor, such right or obllgatlon
shall be construed to accrue to or to be enforceable against
only the spec1flc corporatlon furnlshlng the units of
Equipment giving rise to such rlght or obligation and its
successors as herein provided.

|

_ ARTICLE 2. Construction and Sale. Pursuant to
this Agreement, each Builder shall construct the units of
the Equipment to be constructed by it as described in
Schedule B hereto (such units of Equipment with respect to
such Builder being hereinafter called ”its Equipment”) at
its plant set forth in said Schedule B and will sell and
deliver to the Railroad, and the Rallroad will purchase from
such Builder and accept delivery of and pay for (as herein-
after prov1ded), such Equipment, each unit of which shall be
constructed in accordance with the specifications set forth
therefor in Schedule B hereto andlln accordance with such
modifications thereof as may be agreed upon in writing
between such Builder and the Rallroad (which specifications
and modifications, if any, are herelnafter called the
"Specifications”). The design, quallty and component parts
of each unit of the Equipment shall conform, on the date of
completion of manufacture of each thereof, to all regulatory
requirements and specifications reasonably interpreted as
being applicable to equipment of the character of such units
of the Equipment and each unit of: the Equipment (except to
the extent, if any, referred to in Schedule A hereto and/or
in Article 8 hereof) will be new automobile rack equipment.

ARTICLE 3. Inspection and Delivery. Each Builder
will deliver the units of its Equlpment to the Railroad at
the place or places specified in Schedule B hereto (or if.
Schedule B does not specify a place or places, at the place
or places designated from time to' time by the Railroad),
freight charges, if any, prepald,.ln accordance with the
delivery schedule set forth in Schedule B hereto; provided,
however, that no Builder shall be obligated to deliver any
unit of Equipment hereunder at any time after the commence-
ment of any proceedings specified in clause (c) or (d) of
Article 16 hereof or if any event of default (as described
in Article 16 hereof), or event which with the lapse of time
and/or demand could constitute such an event of default,
shall have occurred and be contlnulng.

|
Each Builder’s obllgatlén as to time of delivery
is subject, however, to delays resultlng from causes beyond
such Builder’s reasonable control including but not limited
to acts of God, acts of government such as embargoes, pri-
orities and allocations, war or war conditions, riot or -




civil commotion, sabotage, strikes, differences with work-
men, accidents, fire, flood, explosion, damage to plant,
equipment or facilities, delays in receiving necessary
materials or delays of carriers or subcontractors.

Notwithstanding the preceding provisions of this
Article 3, any Equipment not delivered, accepted and settled
for pursuant to Article 4 hereof on or before the Cut-Off
Date (as defined in Article 4 hereof) shall be excluded
therefrom. If any unit or units of Equipment shall be
excluded from this Agreement pursuant to the immediately
preceding sentence, the Builder thereof and the Railroad
shall execute an agreement supplemental hereto limiting this
Agreement to the units of Equipment not so excluded there-
from. If a Builder’s failure to deliver Equipment so
excluded from this Agreement resulted from one or more of
the causes set forth in the immediately preceding paragraph,
the Railroad shall nevertheless be obligated to accept such
Equipment and pay the full purchase price therefor, deter-
mined as provided in this Agreement, if and when such
Equipment shall be completed and delivered by such Builder,
such payment to be in cash on the delivery of such Equip-
ment, either directly or, in case the Railroad shall arrange
therefor, by means of a conditional sale agreement or such
other appropriate method of financing as the Railroad shall
determine and as shall be reasonably acceptable to such
Builder.

During construction, the Equipment shall be sub-
ject to inspection and approval by the authorized inspectors
of the Railroad, and each Builder shall grant to such autho-
rized inspectors reasonable access to its plant. Each
Builder agrees to inspect all materials used in the con-
struction of its Equipment in accordance with the standard
quality control practices of the Builder. Upon completion
of each unit or of a number of units of the Equipment, such
unit or units shall be presented to an inspector of the
Railroad for inspection at the place specified for delivery
of such unit or units, and if each such unit conforms to the
Specifications, requirements and standards applicable
thereto, such inspector or an authorized representative of
the Railroad shall execute and deliver to the Builder
thereof a certificate of acceptance (the ”“Certificate of
Acceptance”) stating that such unit or units have been
inspected and accepted on behalf of the Railroad and are, or
will be, marked in accordance with Article 7 hereof;
provided, however, that such Builder shall not thereby be
relieved of its warranty referred to in Article 14 hereof.
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On delivery and accept;nce of each such unit
hereunder at the place specified for delivery, the Railroad
will assume the responsibility and risk of, and shall not be

released from its obligations hereunder in the event of, any
damage to or the destruction or loss of such unit.

ARTICLE 4. Purchase Price and Payment. The base
price or prices per unit of the Equipment are set forth in
Schedule B hereto. Such base price or prices are subject to
such increase or decrease as is agreed to by the Builder
thereof and the Railroad. The term ”Purchase Price” as used
herein shall mean the base price or prices as so increased
or decreased, including without 11m1tat10n any increase pur-
suant to the presentation of a supplemental invoice as here-
inafter provided, plus off-line freight charges, if any.

For the purpose of maklng settlement, the Equip-
ment of each Builder shall be d1v1ded into such number of
groups of units of the Equipment, delivered to and accepted
by the Railroad (each such group being hereinafter called a
"Group”), as such Builder and the Railroad may agree to.

The Railroad hereby acknowledges itself to be
indebted to the Vendor in the amount of, and hereby agrees
to pay in immediately available funds to the Vendor at such

place as the Vendor may de51gnate, the Purchase Price of the

Equipment, as follows:

(a) on each Closing Date (as hereinafter defined)
the amount, if any, by which (x) the Purchase Price of
all units of the Equipment for which settlement has
theretofore or is then being made, as stated in the
invoice or invoices presented (including the supple-
mental invoice or invoices hereinafter prov1ded for) in
respect of such Closing Date (said invoiced prices
being hereinafter called the 7Invoiced Purchase
Prlces”), exceeds (y) the Maximum CSA Indebtedness (as

defined in Item 4 of Schedule A hereto) and any amount

or amounts previously paid or payable with respect to
the Invoiced Purchase Prices pursuant to this subpara-
graph (a); and ;

(b) in 12 consecutive équal annual installments,
as hereinafter provided, an amount equal to the aggre-
gate of the Invoiced Purchase Prices for all the
Equipment less the amount p&id or payable with respect
thereto pursuant to subparagraph (a) of this paragraph
(the aggregate of said installments being hereinafter
called the ”CSA Indebtedness”)

i
|
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In the event that on any Closing Date the final Purchase
Price of any Group has not been finally determined, the
invoice presented may be for an estimated Purchase Price (as
evidenced by the words “Interim Invoice” written on the face
of such invoice), subject to adjustment upon determination
of the final Purchase Price, and a supplemental invoice may
be presented by the Builder thereof at least 10 days prior
to any subsequent Closing Date for settlement on such @ -
subsequent Closing Date for any increase in the Purchase
Price; it being agreed by such Builder that any prior
preliminary invoice or invoices presented by such Builder
shall be in amount not in excess of the final Purchase Price
of such Group. One final supplemental invoice (the ”Final
Supplemental Invoice”) may be presented by a Builder after
the last Closing Date on which a Certificate or Certificates
of Acceptance is presented for the last Group of Equipment
provided by such Builder; provided, however, that the Final
Supplemental Invoice may only be presented prior to the date
set forth in Item 2 of Schedule A hereto (the ”Cut-Off
Date”) and the notation ”Final Supplemental Invoice” shall
appear on the face thereof.

The installments of the CSA Indebtedness shall be
payable annually on February 15 in each year commencing on
February 15, 1987, to and including February 15, 1998. The
unpaid portion of the CSA Indebtedness shall bear interest
from the respective Closing Dates on which such CSA Indebted-
ness was incurred at the rate of 9.6% per annum, and such
interest shall be payable, to the extent accrued, on Feb-
ruary 15.and August 15 in each year, commencing August 15,
1986,

The term “Closing Date” with respect to any Group
of the Equipment shall mean such date (on or after
February 5, 1986, and prior to the Cut-0ff Date), not more
than 10 business days following presentation by the Builder
thereof to the Railrcad of the invoice and the Certificate
or Certificates of Acceptance for such Group, as shall be
fixed by the Railroad by written notice delivered to the
Vendor at least five business days prior to the Closing Date
designated therein, except that the aggregate of the
Invoiced Purchase Prices of all Equipment settled for
pursuant to this Agreement on any Closing Date shall not
exceed the amount then on deposit with the Vendor pursuant
to the Finance Agreement. The term ”“business days” as used
herein means calendar days, excluding Saturdays, Sundays and
any other day on which banking institutions in Baltimore,
Maryland, Cleveland, Ohio, or New York, New York, are
authorized or obligated to remain closed.
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All interest under thlS Agreement shall be cal-
culated on the basis of a 360- day year of twelve 30-day
months, except that interest payable on August 15, 1986,

shall be calculated on an actual elapsed, 365-day year,
basis. |

The Railroad will pay, to the extent legally
enforceable, interest at the rate of 10.6% per annum upon
all amounts remaining unpaid after the same shall have
become due and payable pursuant to the terms hereof, any-
thing herein to the contrary nbtwithstanding.

: l

All payments provided for in this Agreement shall
be made in such coin or currency of the United States of
America as at the time of payment shall be legal tender for

the payment of public and private debts. Except as provided _

in Article 8 hereof, the Rallroad shall not have the privi-
lege of prepaylng any installment of its 1ndebtedness
hereunder prior to the date 1t becomes due.

In the event the Vendor, pursuant to Article 15
hereof, assigns the right to receive the payments herein
provided to be made by the Railroad, the assignee thereof
may request the Railroad to make and the Railroad shall make
such payments.to it at such address as shall be supplied to
the Railroad by the as51gnee.,

ARTICLE 5. Taxes, {All payments to be made by the
Railroad hereunder will be free of expense to the Vendor for
collection or other charges and will be free of expense to
the Vendor with respect to the amount of any local, state,
Federal or foreign taxes (othér than net income, gross
receipts [except gross recelpts taxes in the nature of or in
lieu of sales or use taxes], excess profits and similar
taxes) or license fees, assessments, charges, fines or
penalties hereafter levied or 'imposed upon or in connection
with or measured by, this Agreement or any sale, use,
payment, shipment, delivery or transfer of title under the
terms hereof (all such expenses, taxes, license fees,
assessments, charges, fines and penalties being hereinafter
called ”Impositions”), all of iwhich Impositions the Railroad
assumes and agrees to pay on demand The Railroad will also
pay promptly all Impositions Wthh may be imposed upon the
Equipment delivered to it or for the use or operation
thereof or upon the earnings arising therefrom or upon the
Vendor solely by reason of its interest therein and will
keep at all times all and every part of the Equipment free
and clear of all Impositions which might in any way affect
the security interest of the Yendor or result in a lien upon

'
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any part of the Equipment; provided, however, that the
Railroad shall be under no obligation to pay any Impositions
of any kind so long as it is contesting in good faith and by
appropriate legal proceedings such Impositions and the
nonpayment thereof does not, in the opinion of the Vendor,
adversely affect the interest or rights of the Vendor in or
to the Equipment or otherwise under this Agreement. If any
such Impositions shall have been charged or levied against
the Vendor directly and paid by the Vendor, the Railroad
shall reimburse the Vendor upon presentation of an invoice
therefor, and any amounts so paid by the Vendor shall be
secured by and under this Agreement; provided, however, that
the Railroad shall not be obligated to reimburse the Vendor
for any Impositions so paid unless the Vendor shall have
been legally liable with respect thereto (as evidenced by an
opinion of counsel for the Vendor) or unless the Railrocad
shall have approved the payment thereof.

ARTICLE 6. Security Interest in the Eguipment.
The Vendor shall and hereby does retain a security interest

"in the Equipment until the Railroad shall have made all its
payments under this Agreement and shall have kept and per-
formed all its agreements herein contained, notwithstanding
the delivery of the Equipment to and the possession and use
thereof by the Railroad as provided in this Agreement. Any
and all additions to the Equipment (other than such addi-
tions not required for the normal use of the Equipment, the
cost of which was paid by the Railroad, as are readily
removable without causing damage to the Equipment) and any
and all replacements of the Equipment and of parts thereof
and additions thereto shall constitute accessions to the
Equipment and shall be subject to all the terms and
conditions of this Agreement and included in the term
”Equipment” as used in this Agreement.

Except as otherwise specifically provided in- Arti
cle 8 hereof, when and only when the full indebtedness in
respect of the Purchase Price of the Equipment, together
with interest and all other payments as herein provided,
shall have been paid, and all the Railroad’s obligations
herein contained shall have been performed by the Railroad,
absolute right to the possession of, title to and property
in the Equipment shall pass to and vest in the Railroad
without further transfer or action on the part of the
Vendor. However, the Vendor, if so requested by the Rail-
road at that time, will (a) execute a bill or bills of sale
for the Equipment transferring and releasing its interest
therein to the Railroad, or upon its order, free of all
claims, liens, security interests and other encumbrances
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created or retained hereby or otherw1se created by the
Vendor and deliver such bill or bills of sale to the Rail-
road at its address referred to in Article 21 hereof,
(b) execute and deliver at the same place, for filing,
recording or depositing in all necessary public offices,
such instrument or instruments in writing as may be neces-
sary or appropriate in order then to make clear upon the
public records the release of the security interest of the
Vendor in the Equipment and (c) pay to the Railroad any
money paid to the Vendor pursuant to Article 8 hereof and
not theretofore applied as theFeln provided. The Railroad
hereby waives and releases any, and all rights, existing or
that may be acquired, in or to;the payment of any penalty,
forfeit or damages for failure, to execute and deliver such
bill or bills of sale or instrument or instruments or to
file any certificate of payment in compliance with any law
or statute requiring the filing of the same, except for
failure to execute and deliver such bill or bills of sale or
instrument or instruments or to file such certificate within
a reasonable time after written demand by the Railroad.

ARTICLE 7. Marking éf the Equipment. The Rail-
road will cause each unit of the Equipment to be kept
numbered with its identifying number as set forth in Sched- -
ule B hereto, or in the case of Equipment not there listed
such identifying number as shall be set forth in any amend-
ment or supplement hereto extending this Agreement to cover
such Equipment, and will keep and maintain, plainly, dis-
tinctly, permanently and conspicuously marked on each side
of each unit, in letters not less than one inch in height,
the words ”OWNERSHIP SUBJECT TQ A SECURITY AGREEMENT FILED
WITH THE INTERSTATE COMMERCE COMMISSION” or other appro-
priate markings approved by the Vendor, with appropriate
changes thereof and additions thereto as from time to time
may be required by law in order to protect the Vendor’s
title to and property in the Equlpment and its rights under
this Agreement. The Railroad will cause such markings to be
placed on each Unit of Equipment on or prior to the date of
acceptance hereunder, or if that is not feaseable within a
reasonable time thereafter, and will replace promptly any
such markings which may be removed defaced, obliterated or
destroyed. The Railroad will not change the number of any
unit of the Equipment except 11 accordance with a statement
of new number or numbers to be substituted therefor, which
statement previously shall have been filed with the Vendor
by the Railroad and filed, recorded and deposited by the
Railroad in all publlc offices where this Agreement or a
financing statement in respect hereof shall have been filed,
recorded and deposited.

l
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Except as provided in the immediately preceding
paragraph, the Railroad will not allow the name of any
person, association or corporation to be placed on any unit
of the Equipment as a designation that might be interpreted
as a claim of ownership; provided, however, that the Rail-
road may cause the Equipment to be lettered with the names
or initials or other insignia of the Railrocad or its affili-
ates. T . '

"ARTICLE 8. Casualty Occurrenées: Insurance. In
the event that any unit of the Equipment shall be worn out,

lost, stolen, destroyed, irreparably damaged or otherwise
rendered permanently unfit for use from any cause whatso-
ever, or taken or requisitioned by condemnation or otherwise
(any such occurrence being hereinafter called a ”Casualty
Occurrence”), the Railroad shall promptly and fully inform
the Vendor in regard thereto (but no later than 30 days
after it has knowledge of such Casualty Occurrence). When
the aggregate Casualty Value (as hereinafter defined) of all
units of the Equipment having suffered a Casualty Occurrence
(exclusive of units having suffered a Casualty Occurrence
with respect to which a payment shall have been made to the
Vendor pursuant to this Article 8) hereunder shall exceed
$400,000 (or such lesser amount as the Railrocad may elect),
the Railroad, on the next date for the payment of interest
on the CSA Indebtedness after it has knowledge of such
event, shall promptly pay to the Vendor a sum equal to the
aggregate Casualty Value of such units of the Equipment as
of the date of such payment and shall file with the Vendor a
certificate of an officer of the Railroad setting forth the
Casualty Value of each unit of the Equipment suffering a
Casualty Occurrence.

So long as no event of default shall have occurred
and be continuing, any money paid to the Vendor pursuant to
the preceding paragraph of this Article 8 shall be used, as
the Railroad shall direct in a written instrument filed with
the Vendor within 30 days but not less than 10 days prior to
the due date of the next annual installment of CSA Indebted-
ness, in whole or in part, to prepay installments of CSA
Indebtedness or toward the cost of a unit or units of
equipment of the same type as the Equipment or standard-
gauge railroad rolling stock (other than passenger or work
equipment or cabooses) to replace units suffering a Casualty
Occurrence. Any unit of replacement equipment shall have a
remaining useful life (as evidenced by a certificate of an
operating officer of the Railroad) at least as long as that
which the Equipment being replaced would have had, but for
the Casualty Occurrence. If such replacement equipment
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shall be equipment theretofore used in railroad service, the
Railroad shall deliver to the Vendor a certificate of an
officer of the Railroad that the cost of such equipment to
the Vendor does not exceed the| lesser of the fair value
thereof or the original cost thereof less depreciation at a
rate equal to 1/15th of such orlglnal cost for each year in
service. 1In case any money is' applied pursuant to this
Article 8 to prepay CSA Indebtedness, it shall be so applied
to reduce each installment of CSA .Indebtedness thereafter
falling due pro rata.

The Casualty Value of each unit of the Equipment
(other than a replacement unit) shall be deemed to be that
amount which bears the same ratio to the original Purchase
Price thereof (less, in the event that the Railroad shall
have made any payment or payments under the provisions of
subparagraph (a) of the third paragraph of Article 4 hereof,
an amount which bears the same ratio to the aggregate of all
such payments as the original Purchase Price of such unit
bears to the original aggregate Purchase Price of all the
Equipment) as the unpaid CSA Indebtedness (without giving
effect to any prepayments then or theretofore made pursuant
to this Article 8) as of the date payment is made with
respect to such Casualty Occurrence bears to the original
CSA Indebtedness. The Casualty Value of each replacement
unit shall be deemed to be that amount which bears the same
ratio to the portion of the cost thereof paid by the Vendor
as the unpaid CSA Indebtedness, (without giving effect to any
prepayments then or theretofore made pursuant to this ]
Article 8) as of the date payment is made with respect to
such Casualty Occurrence bears to the unpaid CSA Indebted-
ness (without giving effect to'any such prepayments) as of
the date of acquisition by the Vendor of such replacement
unit.

The Railroad will cause any replacement unit or
units to be marked as prov1dedw1n Article 7 hereof. Any and
all such replacements of Equipment shall constitute acces-
sions to the Equipment and shall be subject to all appro-
priate terms and conditions ofl this Agreement as though part
of the orlglnal Equipment delivered hereunder and shall be
included in the term ”“Equipment” as used in this Agreement,
provided, however, tha*% nothlng herein shall result in any
Builder having any liability or obligation with respect to
any replacement unit or units not manufactured by it. Title
to all such replacement units shall be free and clear of all
liens and encumbrances except the liens permitted by the
second paragraph of Article 12'hereof and shall be taken
initially and shall remain in the name of the Vendor subject
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to the provisions hereof, and the Railroad shall execute,
acknowledge, deliver, file, record or deposit all such
documents and do any and all such acts as may be necessary
to cause such replacement units to come under and be subject
" to this Agreement. All such replacement units shall be
guaranteed and warranted in like manner as is customary at
the time for similar equipment. :

Whenever the Railroad shall file with the Vendor a
written direction to apply amounts toward the cost of any
replacement unit or units, the Railrocad shall file there-
with:

(1) a certificate of an officer of the Railrocad
certifying that such replacement unit is new equipment
of the same type as the Equipment or is new standard-
gauge railroad rolling stock (other than work or
passenger equipment or cabooses) and has been marked as
required by the provisions of Article 7 hereof and
certifying the cost of such replacement unit; and

(2) an opinion of counsel for the Railroad that
the Vendor has a valid and perfected first security
interest in such replacement unit, free and clear from
all claims, liens, security interests and other encum-
brances except the rights of the Railroad under this
Agreement, and that such unit has come under and become
subject to this Agreement and all necessary filings and
recordings have been made to perfect the interests of
the Vendor therein.

So long as no event of default shall have occurred
and be continuing, any money paid to the Vendor pursuant to
this Article 8 shall, if the Railrcad shall in writing so
direct, be invested and reinvested (whether through outright
purchase or through repurchase agreements in which the
Vendor takes possession of the collateral),'pending its
application as hereinabove prov1ded in such of the fol-
lowing as may be specified in such written direction::

(1) direct obligations of the United States of America or
obligations for which the faith of the United States is
pledged to provide for the payment of principal and inter-
est, (ii) open market commercial paper rated within the
highest two grades by Standard & Poor’s Corporation or by
NCO/Moody’s Commercial Paper Division of Moody’s Investors
Service, Inc., or the successor of either of them, or

(iii) certificates of deposit of commercial banks in the
United States of America having a capital and surplus
aggregating at least $500,000,000, in each case maturing in



not more than one year from the date of such investment
(such investments being hereinafter called ”“Investments”).
Any such obligations shall from time to time be sold and the
proceeds reinvested in such Investments as the Railroad may
in writing direct. Any interest received by the Vendor on
any Investments shall be held by the Vendor and applied as
hereinafter provided. Upon any sale or the maturity of any
Investments, the proceeds thereof, plus any interest
received by the Vendor thereon, up to the cost (including
accrued interest) thereof, shall be held by the Vendor for
application pursuant to this Article 8, and any excess shall
be paid to the Railroad. If such proceeds (plus such
interest) shall be less than such cost, the Railroad will
promptly pay to the Vendor an amount equal to such defi-
ciency. The Railroad will pay all expenses incurred by the
Vendor in connection with theipurchase and sale of Invest-
ments. .
|
If any unit of the Equipment is removed for
repairs other than running repairs or becomes unsuitable or
not necessary for continued use by the Railroad in the
Railroad’s business or operatlons, such occurrence shall,
upon the election of the Rallroad evidenced by written
notice to the Vendor, constitute a Casualty Occurrence
subject to the provisions of this Article 8; provided,
however, that the Railroad shall direct any money paid to
'the Vendor in respect thereof to be applied only toward the
cost of replacement equlpment ‘and not to prepay any install-
ment of CSA Indebtedness.

(
1

If one or more evenﬁs of default shall have
occurred and be continuing, all money held by the Vendor
pursuant to this Article 8 (1nc1ud1ng, for this purpose,
Investments) shall be applied! by the Vendor as if such money
were money received upon the sale of Equipment pursuant to
Article 17 hereof. :

In order to facilitate the sale or other disposi-
tion of any Equipment sufferlng a Casualty Occurrence, the
Vendor shall, upon request of the Railroad, after payment by
the Railroad of a sum equal to the Casualty Value of such
Equipment, execute and deliver to the Railroad or the
Railroad’s vendee, assignee or nominee, a bill of sale
(without warranties) for such Equipment, and such other
documents as may be required to release such Equipment from
the terms and scope of this Agreement, in such form as may
be reasonably requested by the Railroad.

§
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The Railroad will at all times prior to the pay-
ment of the full indebtedness in respect of the Purchase
Price of the Equipment, together with interest thereon and
"all other payments required hereby, at its own expense,
cause to be carried and maintained insurance in respect of
the Equipment at the time subject hereto in amounts and
against risks customarily insured against by railroad .com-
panies on similar equipment, and in any event in amounts and
against risks comparable to those insured against by the
"Railroad on similar equipment owned by it.

ARTICLE 9. Maintenance; Compliance with Laws and
Rules. The Railroad will at all times maintain the Equip-

ment or cause the Equipment to be maintained in good order
and repair at its own expense, ordinary wear and tear
excepted.

During the term of this Agreement, the Railroad
will at all times comply in all respects with all laws of
the jurisdictions in which its operations involving the
Equipment may extend and with all lawful rules of any legis-
lative, executive, administrative or judicial body exer-
cising any power or jurisdiction over the Equipment, to the
extent that such laws and rules affect the title, operation
or use of the Equipment, and in the event that such laws or
rules require any alteration, replacement or addition of any
part on any unit of the Equipment, the Railroad will conform
therewith, at its own expense:; provided, however, that the
Railroad may, in good faith, contest the validity or appli-
cation of any such law or rule in any reasonable manner
which does not, in the reasonable opinion of the Vendor,
adversely affect the property or rights of the Vendor under
this Agreement.

ARTICLE 10. Reports and Inspections. On or
before November 1 in each year, commencing with the year

1986, the Railroad shall furnish to the Vendor an accurate
statement signed by an officer of the Railroad who may be
the Treasurer or the Assistant to the Treasurer (a) setting
forth as of the preceding June 30 the amount, description
and numbers of all units of the Equipment that have suffered
a Casualty Occurrence during the preceding 12 months (or
since the date of this Agreement in the case of the first
such statement) or that have been withdrawn from use pending
repairs (other than running repairs) and such other informa-
tion regarding the condition and state of repair of the
Equipment as the Vendor may reasonably request and

(b) stating that, in the case of all Equipment repaired or
repainted during the period covered by such statement, the
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numbers and markings required by Article 7 hereof have been
preserved or replaced. The Vendor shall have the right, by
its agents, to inspect the Equipment and the Railroad’s
records with respect thereto at such reasonable times as the
Vendor may request during the term of this Agreement.

ARTICLE 11. Possession and Use; Classification.
The Railroad, so long as an event of default shall not have
occurred under this Agreement and be continuing, shall be
entitled to the possession of the Equipment and the use
thereof upon the lines of rallroad owned or operated by it
either alone or jointly with others and whether under lease
or otherwise, or upon the lines of railroad owned or
operated by any railroad company controlled by, or under
common control with, the Railroad, or over which it has
trackage rights, or upon connecting and other carriers in
the usual interchange of traffic or pursuant to run-through
agreements, from and after delivery of the Equipment by the
Builder to the Railroad; and the Railroad may attach or
affix any unit of the Equipment to any railroad equipment
which is used upon the lines of railroad specified in the
preceding clause of this Article 11; provided, however, that
no unit of the Equipment may be attached to railroad equip-
ment which is not owned by the Railroad free of any liens
securing any indebtedness of the Railroad if such unit of
the Equipment may not be removed therefrom within a reason-
able time without material damage to such Equipment or the
railroad equipment to which the Equipment is attached, all
subject to the terms and conditions of this Agreement.

The Railroad represents, warrants and agrees that
the Equipment is rolling stock equipment or accessories used
on such equipment (consisting; of superstructures and racks)
as specified in § 1168 of the Federal Bankruptcy Code.

ARTICLE 12. Prohibition Against Liens. The Rail-
road will pay or discharge any and all sums claimed by any
party from, through or under the Railroad or its successors
or assigns which, if unpaid, might become a lien, charge or
security interest on or in the Equipment, or any unit
thereof; provided, however, that the Railroad shall be under
no obligation to pay or discharge any such claim so long as
it is contesting in good faith and by appropriate legal
proceedlngs such claim and the nonpayment thereof does not,
in the reasonable opinion of the Vendor, adversely affect
the property or rights of the Vendor in or to the Equipment
or otherwise under this Agreement. Any amounts paid by the
Vendor in discharge of liens, charges or security interests
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upon the Equipment shall be secured by and under this

_Agreement.

This covenant will not be deemed breached by rea- -
son of liens for taxes, assessments or governmental charges
or levies, in each case not due and delinquent, or undeter-
mined or inchoate materialmen’s, mechanics’, workmen’s,
repairmen’s or other like liens arising in the ordinary
course of business and, in each case, not delinquent..

ARTICLE 13. Railrocad’s Indemnities. The Railroad
agrees to indemnify, protect and hold harmless the Vendor
from and against all losses, damages, injuries, liabilities,
claims and demands whatsoever, and expenses in connection
therewith, including counsel fees, arising out of retention
by the Vendor of a security interest in the Equipment, the
use and operation thereof by the Railroad during the period
when said security interest remains in the Vendor or the
transfer of said security interest in the Equipment by the
Vendor pursuant to any of the provisions of this Agreement
except, however, any losses, damages, injuries, liabilities,
claims and demands whatsoever arising out of any tort,
breach of warranty or failure to perform any covenant
hereunder by the Builder. This covenant of indemnity shall
continue in full force and effect notwithstanding the full
payment of all sums due under this Agreement, or the satis-
faction, discharge or termination of this Agreement in any
manner whatsocever.

ARTICLE 14. Patent Indemnities; Builder’s Rep-
resentation; and Builder’s Warranty of Material and Workman-
ship. Except in cases of articles or materials specified by
the Railroad and not manufactured by the Builder thereof and
in cases of designs, systems, processes, formulae or com-
binations specified by the Railroad and not developed or
purported to be developed by the Builder thereof, each
Builder agrees to indemnify, protect and hold harmless the
Railroad from and against any and all liability, claims,
costs, charges and expenses, including royalty payments and
counsel fees, in any manner imposed upon or accruing against
the Railroad, its assigns or the users of the Equipment
because of the use in or about the construction of any of
the Equipment of any design, system, process, formula,
combination, article or material which infringes or is
claimed to infringe on any patent or other right. The
Railroad likewise will indemnify, protect and hold harmless
the Vendor from and against any and all liability, claims,
costs, charges and expenses, including royalty payments and
counsel fees, in any manner imposed upon or accruing against



i
[
I
|
|

the Vendor because of the use 1n or about the construction
or operation of any of the Equlpment of any article or
material specified by the Rallroad and not manufactured by
the Builder thereof or of any de51gn, system, process,
formula or combination spec1f1ed by the Railroad and not
developed or purported to be developed by the Builder
thereof which infringes or is claimed to infringe on any
patent or other right. Each Builder agrees to and hereby
does, to the extent legally p0551b1e without impairing any
claim, right or cause of action hereinafter referred to,
assign, set over and deliver to the Railroad every claim,
right and cause of action which such Builder has or here-
after shall have against the seller or sellers of any
designs, systems, processes, formulae, combinations, arti-
cles or materials specified by the Railroad and purchased or
otherwise acquired by such Builder for use in or about the
construction or operation of any of the Equipment on the
ground that any such design, system, process, formula,
combination, article or material or operation thereof
infringes or is claimed to infringe on any patent or other
right. Each Builder further agrees to execute and deliver
to the Railroad or the users of the Equipment all and every
such further assurance as may'be reasonably requested by the
Railroad more fully to effectuate the assignment and deliv-
ery of every such claim, right and cause of action. Each
Builder will give notice to the Railroad of any claim known
to such Builder from which liability may be charged against
the Railroad hereunder and the Railroad will give notice to
a Builder of any claim known to the Railroad from which
liability may be charged against such Builder hereunder.
Such covenants of indemnity shall continue in full force and
effect notwithstanding the full payment of all sums due
under this Agreement, or the satisfaction, discharge or
termination of this Agreement| in any manner whatsoever.
l

Each Builder represents that it is not entering
into this Agreement, or enteqing into any assignment of this
Agreement, directly or indirectly in connection with any
arrangement or understandlnglln any way involving any
employee benefit plan (other,than a governmental plan) with
respect to which it is a party in interest, all within the
meaning of the Employee Retlrement Income Securlty Act of
1974.. : !

\
Each Builder’s warranty of material and workman-
Shlp is set forth in Schedule A hereto.

ARTICLE 15. A551gnments. The Railr¢ad will not
sell, assign, transfer or otherwise dispose of its rights
{
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under this Agreement or, except as provided in Article 11
hereof, transfer the right to possession of any unit of the
Equipment without first obtaining the written consent of the
Vendor. A sale, assignment, transfer or disposition to a
railroad company organized under the laws of the United
States of America or any of the states thereof which shall
acquire all or substantially all the lines of railroads of
the Railroad, and which, by execution of an appropriate
instrument satisfactory to the Vendor, shall assume and
agree to perform each of, and all, the obligations and cove-
nants of the Railroad under this Agreement, shall not be
deemed a breach of this covenant. ‘

All or any of the rights, benefits and advantages
of the Vendor under this Agreement, including the right to
receive the payments herein provided to be made by the
Railroad, may be assigned by the Vendor and reassigned by
any assignee at any time or from time to time. No such
assignment shall subject any assignee to, or relieve any
Builder from, any of the obligations of such Builder to con-
struct and deliver the Equipment in accordance with this
Agreement or to respond to its warranties and indemnities
contained or referred to in Article 14 hereof and Schedule A
hereto or relieve the Railrocad of any of its obligations to
such Builder under Articles 2, 3, 4, 5, 13 and 14 hereof,
and this Article 15 or of any other obligation which, :
according to its terms or context, is intended to survive an
assignment.

Upon any such assignment either the assignor or
the assignee shall give written notice to the Railrocad,
together with a counterpart or copy of such assignment,
stating the identity and post office address of the
assignee, and such assignee shall by virtue of such assign-
ment acquire all the assignor’s right, title and interest in
and to the Equipment and this Agreement, or in and to a
portion thereof, as the case may be, subject only to such
reservations as may be contained in such assignment. From
and after the receipt by the Railrocad of the notification of
any such assignment, all payments thereafter to be made by
the Railroad under this Agreement shall, to the extent so
assigned, be made to the assignee in such manner as it may
direct. - - :

The Railroad recognizes that it is the custom of
railroad equipment manufacturers to assign conditional sale
agreements and understands that the assignment of this
Agreement, or of some of or all the rights of the Vendor
hereunder, is contemplated. The Railroad expressly
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represents, for the purpose of assurance to any person, firm
or corporation considering the'acquisition of this Agreement
or of all or any of the rights; of the Vendor hereunder and
for the purposes of inducing such acquisition, that in the
event of such assignment by the Vendor as hereinbefore
provided, the rights of such assignee to the entire unpaid
indebtedness in respect of the Purchase Price or such part
thereof as may be assigned, together with interest thereon,
as well as any other rights hereunder which may be so
assigned, shall not be subject to any defense, setoff,
counterclaim or recoupment whatsoever arising out of any
breach of any obligation of any Builder with respect to its
Equipment or the manufacture, construction, delivery or
warranty thereof, or with respect to any indemnity herein
contained, nor subject to any defense, setoff, counterclaim
or recoupment whatsoever arising by reason of any other
indebtedness or liability at any time owing to the Railroad
by such Builder. Any and all isuch obligations, howsoever
arising, shall be and remain enforceable by the Railroad
against and only against such ,Builder.

The Railroad will (a) in connection with each
settlement for the Equipment subsequent to such assignment,
deliver to the assignee, at least five business days prior
to the Closing Date for the Group fixed in the notice by the
Railroad, all documents required by the terms of such
a551gnment to be delivered to such assignee in connection
with such settlement, in such number of counterparts or
copies as may reasonahly be réquested, and (b) furnish to
such assignee such number of counterparts of any other cer-
tificate or paper required by;the Vendor as may reasonably
be requested. i

If this Agreement shall have been assigned by a
Builder and the assignee shall not make payment to such
Builder with respect to unlts of the Equipment as provided
in the instrument making such assignment, such Builder will
promptly notify the Railroad cf such event and, if such
amount shall not have been previously paid by such assignee,
the Railroad will, not later than 90 days after the date
such payment was due, pay or cause to be paid to such
Builder the aggregate unpaid Purchase Price of such units of
the Equipment, together with 1nterest from the day such
payment was due to the date of payment by the Railroad at
the highest prime rate of interest charged by any of the
four New York City banks having the largest total assets in
effect on the date such payment was due.
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ARTICLE 16. Defaults. In the event that any one
or more of the following events of default shall occur and
be continuing, to wit:

(a) the Railroad shall fail to pay in full any
indebtedness in respect of the Purchase Price of the
Equipment or any other sum. payable by the Railroad as

_ provided in this Agreement within five days after the
date due; or S ' . ‘

(b) the Railroad shall, for more than 30 days
after the Vendor shall have demanded in writing per-
formance thereof, fail or refuse to comply with any
covenant, agreement, term or provision of this Agree-
ment, or of any agreement entered into concurrently
herewith relating to the financing of the Equipment on
its part to be kept or performed or to make provision
satisfactory to the Vendor for such compliance; or

(c) a petition for reorganization under Title 11
of the United States Code, as now constituted or as
hereafter amended, shall be filed by or against the -
Railroad and, unless such petition shall have been
dismissed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall
continue in force or such ineffectiveness shall con-
tinue), all the obligations of the Railroad under this
Agreement shall not have been (and shall not continue
to have been) duly assumed in writing, pursuant to a
court order or decree, by a trustee or trustees
appointed (whether or not subject to ratification) in
such proceedings within 60 days after the commencement
of such proceedings; or

(d) any other proceedings shall be commenced by or
against the Railroad for any relief under any bank-
ruptcy or insolvency law, or law relating to the relief
of debtors, readjustments of indebtedness, reorganiza-
tions, arrangements, compositions or extensions (other
than a law which does not permit any readjustment -of
the indebtedness payable hereunder), and, unless such
proceedings shall have been dismissed, nullified,
stayed or otherwise rendered ineffective (but then only .
so long as such stay shall continue in force or such
ineffectiveness shall continue), all the obligations of
the Railroad under this Agreement shall not have been
(and shall not continue to have been) duly assumed in
writing, pursuant to a court order or decree, by a
trustee or trustees or receiver or receivers appointed



(whether or not subject to ratification) for the Rail-
road or for its property in connection with any such
proceedings in such manner that such obligations shall
have the same status as obligations incurred by such
trustee or trustees or receiver or receivers within 60
days after such proceedings shall have been commenced;
or :

(e) the Railroad shall make or suffer any unautho-
rized assignment or transfer of this Agreement or any
interest herein or any unauthorized transfer of the
right to possession of any unit of the Equipment;

then at any time after the occurrence of such an event of
default the Vendor may, upon written notice to the Railroad
and upon compliance with any mandatory legal requirements
then in force and applicable to such action by the Vendor,
declare (hereinafter called a "Declaration of Default”) the
entire indebtedness in respect of the Purchase Price of the
Equipment, together with the interest thereon then accrued
and unpaid, immediately due and payable, without further
demand, and thereafter the aggregate of the unpaid balance
of such indebtedness and interest shall bear interest from
the date of such Declaration of Default at the rate per
annum specified in Article 4 hereof as being applicable to
amounts remaining unpaid after becoming due and payable, to
the extent legally enforceable. The Vendor shall thereupon
be entitled to recover judgment for the entire unpaid
balance of the indebtedness in respect of the Purchase Price
of the Equipment so payable, with interest as aforesaid, and
to collect such judgment out of any property of the Railroad
‘wherever situated. The Railroad shall promptly notify the
Vendor of any event which has;come to its attention which
constitutes, or which with the giving of notice and/or lapse
of time could constitute, an event of default under this
Agreement. ; '
The Vendor may at 1ts election waive any such
event 6f default and its consequences and rescind and annul
any Declaration of Default by notice to the Railroad in
writing to that effect, and thereupon the respective rights
of the parties shall be as they would have been if no such
event of default had occurred and no Declaration of Default
had been made. Notwithstanding the provisions of this
paragraph, it is agreed that time is of the essence of this
Agreement and no such waiver,, rescission or annulment shall
extend to or affect any other or subsequent default or
1mpa1r any rights or remedles consequent thereon.




- ARTICLE 17. Remedies. At any time during the
continuance of a Declaration of Default, the Vendor may,
subject to compliance with any mandatory legal requirements
then in force and applicable to the action to be taken by _
the Vendor, take or cause to be taken by its agent or agents
immediate possession of the Equipment, or one or more of the
units thereof, without liability to return to the Railroad
any sums theretofore paid and free from all claims whatso-
ever, except as hereinafter in this Article 17 expressly
provided, and may remove the same from possession and use of
the Railrcad or any other person and for such purpose may
enter upon the Railroad’s premises or any other premises
where the Equipment may be located, without judicial process
if this can be done without breach of the peace, and may use
and employ in connection with such removal any supplies,
services and aids and any available trackage and other
facilities or means of the Railroad; provided, however, that
the Equipment shall at all times be kept in good repair.

In case the Vendor shall demand possession of the
Equlpment pursuant to this Agreement and shall reasonably
designate a point or points upon the premises of the Rail-
road for the delivery of the Equipment to the Vendor, the
Railroad shall, at its own expense, forthwith and in the
usual manner (including, but not by way of limitation,
giving prompt telegraphic and written notice to the Asso-
ciation of American Railroads and all railroads to which any
part of the Equipment has been interchanged to return the
Equipment so interchanged), cause (a) the Equipment to be
detached from each unit of railroad rolling stock to which
it has been attached, (b) the Equipment to be moved to such
peint or points on its lines as shall be designated by the
Vendor and shall there deliver the Equipment or cause it to
be delivered to the Vendor and (c) the Equipment to be moved
to such interchange point or points of the Railroad as shall
be designated by the Vendor upon any sale, lease or other
disposal of all or any part of the Equipment by the Vendor.
At the option of the Vendor, the Vendor may keep the Equip-
ment on any of the lines or premises of the Railroad until
the Vendor shall have leased, sold or otherwise disposed of
the same, and for such purpose the Railroad agrees to
furnish, without charge for rent or storage, the necessary
fa01lltles at any point or points selected by the Vendor
reasonably convenient to the Railroad and to permit inspec-
tion of the Equipment by the Vendor, the Vendor’s represen-
tatives and prospective purchasers and users. This agree-
ment to deliver the Equipment and furnish facilities as
hereinbefore provided is of the essence of the agreement
between the parties, and, upon application to any court of



equity having jurisdiction. in the premises, the Vendor shall
be entitled to a decree agalnst the Railroad requiring
specific performance hereof. The Railroad hereby expressly
waives any and all claims against the Vendor and its agent
or agents for damages of whatever nature in connection with
any retaking of any unit of the Equipment in any reasonable
manner. .

At any time during the continuance of a Decla-

ration of Default, the Vendor (after retaking possession of .
“the Equipment as hereinbefore .in this Article 17 provided)
may at its election and upon such notice as is hereinafter
set forth retain the Equipment in satisfaction of the entire
indebtedness in respect of the Purchase Price of the Equip-
ment and make such disposition thereof as the Vendor shall
~deem fit. Written notice of the Vendor’s election to retain
the Equipment shall be 'given to the Railroad by telegram or
registered mail, addressed as provided in Article 21 hereof,
and to any other persons to whom the law may require notice,
within 30 days after such Declaration of Default. In the
event that the Vendor should elect to retain the Equipment
and no objection is made thereto within the 30-day period
described in the second prov1so below, all the Railroad’s
rights in the Equipment shall' thereupon terminate and all
‘payments made by the Railroad may be retained by the Vendor
as compensation for the use of the Equipment by the Rail-
road; provided, however, that if the Railroad, before the
expiration of the 30-day perlod described in the proviso
below, should pay or cause to be paid to the Vendor the
total unpaid balance of the indebtedness in respect of the
Purchase Price of the Equipment, together with interest
thereon accrued and unpaid and all other payments due under
this Agreement as well as expenses of the Vendor in retaking
possession of, removing and storing the Equlpment and the
Vendor’s reasonable attorneys' fees, then in such event
“absolute right to the possession of, title to and property
in the Equipment shall pass to and vest in the Railroad;
provided, further, that if the Railroad or any other persons
notified under the terms of thlS paragraph object in writing
to the Vendor within 30 days /from the receipt of notice of
the Vendor’s election to retaln the Equipment, then the
Vendor may not so retain the Equlpment but shall sell,

lease or otherwise dispose of it or continue to hold 1t
pending sale, lease or other disposition as hereinafter
provided or as may otherw1se,be permitted by law. If the
Vendor shall have given no notlce to retain as hereinabove
prov1ded or notice of 1ntentlon to dispose of the Equipment
in any other manner, it shall be deemed to have elected to

l
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sell the Equipment in accordance with the provisions of this
Article 17. ' '

: At any time during the continuance of a Declar-
ation of Default, the Vendor, with or without retaking
possession thereof, at its election and upon reasonable
notice to the Railroad and to any other persons to whom the
law may require notice of the time and place, may sell the
Equipment, or any unit thereof, free from any and all claims
of the Railrocad or any other party claiming from, through or
under the Railroad, at law or in equity, at public or
private sale and with or without advertisement as the Vendor
may determine; provided, however, that if, prior to such
sale and prior to the making of a contract for such sale,
the Railroad should tender full payment of the total unpaid
balance of the indebtedness in respect of the Purchase Price
of the Equipment, together with interest thereon accrued and
unpaid and all other payments due under this Agreement as
well as expenses of the Vendor in retaking possession of,
removing, storing, holding and preparing the Equipment for,
and otherwise arranging for, the sale and the Vendor’s
reasonable attorneys’ fees, then in such event absolute
right to the possession of, title to and property in the
Equipment shall pass to and vest in the Railroad. The
proceeds of such sale, less the attorneys’ fees and any
other expenses incurred by the Vendor in retaking possession
of, removing, storing, holding, preparing for sale and
selling the Equipment, shall be credited on the amount due
to the Vendor under the provisions of this Agreement.

Any sale hereunder may be held or conducted at
such place or places and at such time or times as the Vendor
may specify, in one lot and as an entirety or in separate
lots and without the necessity of gathering at the place of
sale the property to be scld, and in general in such manner
as the Vendor may determine. The Vendor or the Railroad may
bid for and become the purchaser of the Equipment, or any
unit thereof, so offered for sale. The Railroad shall be
given written notice of such sale not less than ten days
prior thereto, by telegram or registered mail addressed to
the Railroad as provided in Article 21 hereof. If such sale
shall be a private sale (which shall be deemed to mean only
a sale where an advertisement for bids has not been pub-
lished in a newspaper of general circulation or a sale where
less than 40 prospective bidders have been solicited in
writing to submit bids), it shall be subject to the right of
the Railroad to purchase or provide a purchaser, within ten
days after notice of the proposed sale price, at the same
price offered by the intending purchaser or a better price.
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In the event that the Vendor shall be the purchaser of the
Equipment, it shall not be accountable to the Railroad
(except to the extent of surplus money received as herein-
after prov1ded in this Article 17), and in payment of the
purchase price therefor the Vendor shall be entitled to have
credited on account thereof all or any part of the sums due
to the Vendor from the Railroad hereunder.

Each and every power and remedy hereby specif-
ically given to the Vendor shall be in addition to every
other power and remedy hereby specifically given or now or
hereafter existing at law or in equity, and each and every
-power and remedy may be exercised from time to time and
simultaneously and as often and in such order as may be
deemed expedient by the Vendor. All such powers and reme-
dies shall be cumulative, and;the exercise of one shall not
be deemed a waiver of the right to exercise any other or
others. No delay or omission;of the Vendor in the exercise
of any such power or remedy and no renewal or extension of
any payments due hereunder shall impair any such power or
remedy or shall be construed to be a waiver of any default
or an acquiescence therein. Any extension of time for
payment hereunder or other indulgence duly granted to the
Railroad shall not otherwise alter or affect the Vendor’s
rights or the Railroad’s obligations hereunder. The Ven-
dor’s acceptance of any payment after it shall have become
due hereunder shall not be deemed to alter or affect the
Railroad’s obligations or the Vendor’s rights hereunder with
respect to any subsequent payments or default therein.

If, after applying all sums of money realized by
the Vendor under the remedies' herein provided, there shall
remain any amount due to it under the provisions of this
Agreement the Railroad shall pay the amount of such defi-
ciency to the Vendor upon demand, together with interest
from the date of such demand to the date of payment by the
Railroad at the rate per annum set forth in Article 4 hereof
applicable to amounts remaining unpaid after becoming due
and payable. If the Railroad shall fail to pay such defi-
ciency, the-Vendor may bring suit therefor and shall be
entitled to recover a judgment therefor against the Rail-
road. If, after applying aslaforesaid all sums realized by
the Vendor, there shall rema:d n a surplus in the possession
of the Vendor, such surplus shall be paid to the Railroad.

The Railroad will pay all reasonable expenses,
1nclud1ng attorneys’ fees, 1ncurred by the Vendor in enforc-
ing its remedies under the terms of this Agreement. 1In the
event that the Vendor shall brlng any suit to enforce any of
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its rights hereunder and shall be entitled to judgment, then
in such suit the Vendor may recover reasonable expenses,
including attorneys’ fees, and the amount thereof shall be
included in such judgment. : :

The foregoing provisions of this Article 17 are
subject in all respects to all mandatory legal requlrements
at the time in force and applicable thereto.

Article 18. Applicable State Laws. Any provision
of this Agreement prohibited by any applicable law of any
jurisdiction shall as to such jurisdiction be ineffective,
without modifying the remaining provisions of this Agree-
ment. Where, however, the conflicting provisions of any
such applicable law may be waived, they are hereby waived by
the Railrcad to the full extent permitted by law, it being
the intention of the parties hereto that this Agreement
shall be deemed to be a conditional sale and enforced as
such.

Except as otherwise provided in this Agreement,
the Railroad, to the full extent permitted by law, hereby
waives all statutory or other legal reguirements for any
notice of any kind, notice of intention to take possession
of or to sell or lease the Equipment, or any unit thereof,
and any other requirements as to the time, place and terms
of the sale or lease thereof, any other requirements with
respect to the enforcement of the Vendor’s rights under this

.Agreement and any and all rights of redemption.

ARTICLE 19. Recording. The Railroad will cause
this Agreement, any assignments hereof and any amendments or
supplements hereto or thereto and/or appropriate financing
statements to be filed and recorded, and from time to time
when required refiled and rerecorded, with the Interstate
Commerce Commission in accordance with 49 U.S.C. 11303 and
in accordance with the applicable provisions of the Uniform
Commercial Code of the State of Ohio and in any other State
of the United States of America or the District of Columbia
where filing is required by applicable state or Federal law
or reasonably requested by the Vendor for the purpose of
proper protection, to the satisfaction of counsel for the
Vendor, of its interest in the Equipment and its rights
under this Agreement or for the purpose of carrying out the
intention of this Agreement. The Railrocad will from time to
time do and perform any other act and will execute, acknowl-
edge, deliver, file, register, deposit and record any and
all further instruments required by law or reasonably
requested by the Vendor for the purposes specified in the
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immediately preceding sentence of this Article 19. The
Railroad will furnish to the Vendor at the time of fur-
nishing each annual report pursuant to Article 10 hereof an
opinion of counsel for the Railroad to the effect that all
necessary filings and recordings have been made to protect
the interests of the Vendor in and to the Equipment.

The Railroad will promptly furnish to the Vendor
certificates or other evidence satisfactory to the Vendor of
such filing, registering, depositing and recording.

ARTICLE 20. Payment of Expenses. The Railroad
‘will pay all reasonable costs and expenses (other than the
fees and expenses of counsel for the Builder) incident to
this Agreement and the first assignment of this Agreement
(including the fees and expenses of an agent, if the first
assignee is an agent), and any instrument supplemental or
related hereto or thereto, including all fees and expenses
of Messrs. Cravath, Swaine & Moore, counsel for the first
assignee of this Agreement and: for any party acquiring
interests in such first assignment, and all reasonable costs
and expenses in connection with the transfer by any party of
interests acquired in such first assignment, but excluding
all fees and expenses of any other counsel for such parties.

ARTICLE 21. Notice. Any notice hereunder to any
of the parties designated below shall be deemed to be
properly served if delivered or mailed to it at the fol-
lowing specified addresses:

(a) to the Railroad,at 100 North Charles Street,

Baltimore, Maryland 21201, attention of Treasurer-303,
|
(b) to the Builder, at its address set forth in
Item 1 of Schedule A hereto, and

(c) to any assignee of the Vendor or of the Rail-
road, at such address as may have been furnished in
wrltlng to each of the other parties hereto by such
assignee,

or at such other address as may have been furnished in
writing by such party to the other parties to this Agree-
ment.

ARTICLE 22. Article Headings; Effect and Modi-
fication of Agreement. All article headings are inserted
for convenience only and shall not affect any construction
or interpretation of this Agreement.

v
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This Agreement, including the Schedules hereto,
exclusively states the rights of the Vendor and the Railroad
with respect to the Equipment and supersedes all other
agreements, oral or written, with respect to the Equlpment.
No variation or modification of this Agreement and no waiver
of any of its provisions or conditions shall be valid unless
in writing and signed by duly authorized officers of the
Vendor and the Railroad.

ARTICLE 23. Law Governing. The Railrocad warrants -
that its chief place of business and principal executive
offices are, and have been for at least four months, located
in the State of Ohio. The Railroad agrees not to’ change its
chief place of business and principal place of. bu51ness to a
State other than Ohio unless the applicable prov151ons of
the Uniform Commercial Code of such State are complled with -
in accordance with Article 19 hereof. The terms ‘of this_
Agreement and all rights and obligations hereunder shall be
governed by the laws of such state; provided,. howevez, that
the parties shall be entitled to all rights arlslng out of
the filing, recording or deposit hereof and of any assign-
ment hereof or any related financing statement as shall be
conferred by the laws of the several jurisdictions in which
this Agreement or any assignment hereof or any such financ-
ing statement shall be filed, recorded or deposited.

ARTICLE 24. Execution. This Agreement may be
executed in any number of counterparts, such counterparts
together constituting but one and the same contract, but the
counterpart delivered to the Agent shall be deemed to be the
original and all other counterparts shall be deemed to be
duplicates thereof. A Builder which shall execute and
deliver this Agreement shall be bound hereunder notwith-
standing the failure of the other Builder to execute and
deliver this Agreement or to perform its obligations under
this Agreement. Although this Agreement is dated, for
convenience, as of the date first set forth above, the
actual date or dates of execution hereof by the parties
hereto is or are, respectively, the date or dates stated in
the acknowledgments hereto annexed.

IN WITNESS WHEREOF, the parties hereto, each pur-
suant to due corporate authorlty, have caused this instru-
ment to be executed in their respective corporate names by
their officers, thereunto duly authorized, and their



respective corporate seals to be hereunto affixed, duly
attested, all as of the date first above written.

[Seal] THE CHESAPEAKE AND OHIO RAILWAY
: CoyPANY,
Attest: i
by
| Treasurer

~Corporate Secretary

[Seal] ~ TRINITY INDUSTRIES, INC.,

‘Attest: by

| MD&&»{\/ 1 :

hssistant Secretary §

S%?Aor Vice President

|

'[Seal] THRALL CAR MANUFACTURING
' COMPANY,
Attest: ;
by

!

Assistant Secretary




STATE OF MARYLAND,)
) 8s.:
CITY OF BALTIMORE, )

On this day of 1986, before me person-
ally appeared A. B. Aftoora, to me personally known, who,
being by me duly sworn, says that he is the Treasurer of THE
CHESAPEAKE AND OHIO RAILWAY COMPANY, that one of the seals
.affixed to the foregoing instrument is the corporate seal of
said corporation, that said instrument was signed and sealed
on behalf of said corporation by authority of its Board of
Directors and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said
corporation.

- [Notarial Seal]

Notary Public
My Commission expires

STATE OF TEXAS, )

COUNTY OF DALLAS, )

on this. 3L day of - 4ﬁ1~““*g 1986, before me per-
sonally appeared £ /) & 0 pvenidt , to me personally
known, who, being by me duly sworn, says that he is a Senior
Vice President of TRINITY INDUSTRIES, INC., that one of the
seals affixed to the foregoing instrument is the corporate
seal of said corporation, that said instrument was signed
and sealed on behalf of said corporation by authority of its
Board of Directors and he acknowledged that the execution of
the foregoing instrument was the free act and deed of sald

corporation.

Notary dellc j,.

[Notarial Seal)

My Commission expires ¥-30-8% -



STATE OF ILLINOIS, ) -
) ss.:
COUNTY OF COOK, )
Oon this day of 1986, before me
personally appeared , to me person-

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

of THRALL CAR MANUFACTURING COMPANY,
that one of the seals affixed to the foregoing instrument is
the corporate seal of said corporation, that said instrument
was signed and sealed on behalf of said corporation by
authority of its Board of Directors and he acknowledged that
the execution of the foregoing instrument was the free act
and deed of said corporation.

Notary Public
[Notarial Seal] i

My Commission expires

Q.
1

30




ITtem 1:

ITtem 2:

Item 3A:

SCHEDULE A

Trinity Industries, Inc., 2325 Stemmons Freeway,
(P.O. Box 10587), Dallas, Texas 75207, attention
of Neil 0. Shoop, Treasurer.

N1 .
. - o, St
Thrall Car Manufacturing Company, Zéhstate Streets,
Chicago Heights, Illinois 60411, attention of
Paul G. Ledebuhr, Comptroller.

August 14, 1986.

Trinity’s Warranty. Trinity warrants to the
Railroad for a period of three years from the date
of shipment f.o.b. plant of manufacture that the
units of its Equipment are free of defects in
material and workmanship.

TRINITY SHALL NOT BE RESPONSIBLE FOR ANY CONSE~-
QUENTIAL DAMAGES OR ANY FURTHER 1LOSS BY REASON OF
ANY DEFECT.

This warranty does not cover or apply to any
product, accessory, part or attachment which is
not manufactured by Trinity.

If the Railroad believes any part of the Equipment
to be defective in material or workmanship, the
Railroad must give written notice thereof to
Trinity at its address specified in this Agreement
prior to the expiration of the warranty period,
specifying details as to date and place of pur-
chase, rack number, and alleged defect. Trinity
promptly will give written instructions to the
Railrocad as to how any defect is to be repaired or
replaced. Subject to compliance by the Railroad
with the foregoing requirements  and provided that
Trinity determines to its satisfaction the alleged
defect to be the result of faulty material or
workmanship, Trinity, without charge, will repair
any defect in material or workmanship after the
defective part or Equipment is received at
Trinity’s repair shop or a shop selected by
Trinity. SUCH REMEDY IS THE SOLE AND EXCLUSIVE
REMEDY OF THE RAILROAD. Transportation charges
for the movement of racks to and from a shop will
be for Trinity’s account if Trinity’s examination
discloses to Trinity’s satisfaction that any parts



Item 3B:

Item 4:

are defective. Should Trinity’s examination
determine to Trinity’s satisfaction that any part
or parts are not defective, any transportation
charges will be for the Railrocad’s account.

EXCEPT FOR ITS OBLIGATIONS UNDER THE CSA THE ABOVE
EXPRESS WARRANTY IS ﬁN LIEU OF ALL OTHER WAR-
RANTIES, EXPRESS OR IMPLIED, INCLUDING ANY WAR-
RANTIES OF MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE (EXCEPT AS TO TITLE), AND ALL
WARRANTIES, EXPRESS OR IMPLIED (EXCEPT AS TO
TITLE), ARE LIMITED TO THREE YEARS IN DURATION AS
SPECIFICALLY PROVIDED ABOVE.

Thrall’s Warranty. Thrall warrants that its
Equipment will be built in accordance with the
Specifications and the standards and requirements
set forth in Article 2 of the Conditional Sale
Agreement to which this Schedule A is attached
(the ”CSA”) and warrants its Equipment will be
free from defects in material (except as to
specialties 1ncorporated therein which were
specified or supplled by the Railroad and not

. manufactured by Thrall) and workmanship under

normal use and service, Thrall’s obligation under
this Item 3B being limited to making good at its
factory any part or parts of any unit of its
Equipment which shall, within one year after the
delivery of such unit to the Railroad be returned
to Thrall with transportation charges prepaid and
which Thrall’s examination shall disclose to its
satisfaction to have been thus defective. THE
FOREGOING WARRANTY OF THRALL IS EXPRESSLY IN LIEU
OF ALL OTHER WARRANTIES, EXPRESSED OR IMPLIED,
INCLUDING ANY IMPLIED WARRANTY OF MERCHANTABILITY
OR FITNESS FOR A PARTICULAR PURPOSE, AND OF ALL
OTHER OBLIGATIONS OR: LIABILITIES ON THE PART OF
THRALL, EXCEPT FOR ITS OBLIGATIONS UNDER THE CSA,
AND THRALL NEITHER ASSUMES NOR AUTHORIZES ANY
PERSON TO ASSUME FOR; IT ANY OTHER LIABILITY IN
CONNECTION WITH THE CONSTRUCTION AND DELIVERY OF
ITS EQUIPMENT, EXCEPT AS AFORESAID.

The Maximum CSA Condltlonal Sale Indebtedness is
$11,711,700.

c-32
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[CS&M Ref. 2046-185]

CONDITIONAL SALE AGREEMENT
Dated as of January 15, 1986
Among EFach of

TRINITY INDUSTRIES, INC.
and
THRALL CAR MANUFACTURING COMPANY
and

THE CHESAPEAKE AND OHIO RAILWAY COMPANY

9.6% Conditional Sale Indebtedness due February 15, 1998




ARTICLE
ARTICLE
ARTICLE
ARTICLE
ARTICLE
ARTICLE

ARTICLE
ARTICLE
ARTICLE

ARTICLE
ARTICLE
ARTICLE
ARTICLE
ARTICLE

ARTICLE
ARTICLE
ARTICLE
ARTICLE
ARTICLE
ARTICLE
ARTICLE
ARTICLE

ARTICLE
ARTICLE

10.
11.
12.
13.
14.

15.
16.
17.
18.
19.
20.
21.
22.

23.
24.

[P60246]

CONDITIONAIL SALE AGREEMENT

TABLE OF CONTENTS

CERTAIN DEFINITIONS
CONSTRUCTION AND SALE teesnvnrerascscaces
INSPECTION AND DELIVERY
PURCHASE PRICE AND PAYMENT

oooooooooooooo

TAXES v vt veeonenosescaccsassnssssscscsencss -
SECURITY INTEREST IN THE

EQUIPMENT ..... ceesoerans setese e ee e c-7
MARKING OF EQUIPMENT ..... Gesseceneananan c-8
CASUALTY OCCURRENCES; INSURANCE ......... c-9
MAINTENANCE; COMPLIANCE WITH

ILAWS AND RULES ..... D C-13
REPORTS AND INSPECTIONS ..c.vecececaasaas C—13
POSSESSION AND USE; CLASSIFICATION ...... C-14
PROHIBITION AGAINST LIENS ....ccieeevaeaes C=14
RAILROAD’s INDEMNITIES «.cceeeronanancns . C-15
PATENT INDEMNITIES; BUILDER’S

REPRESENTATION; AND BUILDER’S

WARRANTY OF MATERIAL AND

WORKMANSHIP ...vanvnenes Seseteseaesoans C-15
ASSTIGNMENTS ......... s eresesses et ecaca e c-16
DEFAULTS . eicetevencnsnsescansnssonassna sees C=19
REMEDIES ....cuceeenvoaanns cesssceceeaunuon C-21
APPLICABLE STATE LAWS .oiiieeennecennn ee. C-25
RECORDING ..t neeveeenssosoncccsensnseeses C=25
PAYMENT OF EXPENSES ...cvenitiececoaneennnns C-26
NOTICE .vceaceavenns ceereraaucuas ceeereas C=26
ARTICLE HEADINGS; EFFECT AND

MCODIFICATION OF AGREEMENT ......... sess C=26
LAW GOVERNING ....ceecuosvnsns Ceeeeas evoe C=27
EXECUTION ....cc0eunv.. Cetea ettt aean e C-27

SCHEDULE A--Miscellaneous
SCHEDULE B--~Specifications



[P60246]

CONDITIONAL SALE AGREEMENT dated as of
January 15, 1986, among each of TRINITY
INDUSTRIES, INC., a Texas corporation, and
THRALL CAR MANUFACTURING COMPANY, a Delaware
corporation (collectively the ”“Builders” or
severally ”Builder” or collectively or
severally 7Vendor” as the context may
require, all as more particularly set forth
in Article 1 hereof), and THE CHESAPEAKE AND
OHIO RAILWAY COMPANY, a Virginia corporation
(the ”Railroad”).

The Builders have severally agreed to construct,
sell and deliver to the Railroad, and the Railroad has
agreed to purchase, the equipment described in Schedule B
hereto (the ”“Equipment”);

In consideration of the mutual promises, covenants
and agreements hereinafter set forth, the parties hereto do
hereby agree as follows: '

ARTICLE 1. Certain Definitions. The term
"Vendor”, whenever used in this Agreement, means, before any
assignment of any of its rights hereunder, the respective
corporations named in Item 1 of Schedule A hereto and any
successor or successors for the time being to their respec-
tive manufacturing properties and businesses, and, after any
such assignment, both any assignee or assignees for the time
being of such particular assigned rights as regards such
rights, and also any assignor as regards any rights here-
under that are retained or excluded from any assignment.
The term ”“Builder”, whenever used in this Agreement, means,
both before and after any such assignment, the respective
corporations (as toc the units of Equipment to be constructed
and sold hereunder by such corporation) named in Item 1 of
Schedule A hereto and any successor or successors for the
time being to their respective manufacturing properties and
businesses. The Railroad has entered into a Finance Agree-~
ment dated as of the date hereof (the “Finance Agreement”),
among the Railroad, Mercantile-Safe Deposit and Trust
Company, as Agent and the parties named in Schedule A
thereto.

The rights and cbligations of the Builders under
this Agreement are several in accordance with their inter-
ests and not joint. Accordingly, whenever this Agreement,
by the use of such designation as “the Vendor”, “such
Builder” or other similar term, confers a right or imposes
an obligation upon any corporation named in Item 1 of
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Schedule A hereto or its successor, such right or obligation
shall be construed to accrue to or to be enforceable against
only the specific corporation furnishing the units of
Equipment giving rise to such right or obligation and its
successors as herein provided. ;

ARTICLE 2. Construction and Sale. Pursuant to
this Agreement, each Builder shall construct the units of
the Equipment to be constructed by it as described in
Schedule B hereto (such units of Equipment with respect to
such Builder being hereinafter called ”its Equipment”) at
its plant set forth in said Schedule B and will sell and
deliver to the Railrocad, and the Railroad will purchase from
such Builder and accept delivery of and pay for (as herein-
after provided), such Equipment, each unit of which shall be
constructed in accordance with the specifications set forth
therefor in Schedule B hereto and in accordance with such
modifications thereof as may be agreed upon in writing
between such Builder and the Railroad (which specifications
and modifications, if any, are hereinafter called the
"Specifications”). The design, quality and component parts
of each unit of the Equipment shall conform, on the date of
completion of manufacture of each: thereof, to all regulatory
requirements and specifications reasonably interpreted as
being applicable to equipment of the character of such units
of the Equipment and each unit of the Equipment (except to
the extent, if any, referred to in Schedule A hereto and/or
in Article 8 hereof) will be new automoblle rack equipment.

ARTICLE 3. Inspection and Dellve;y Each Builder
will deliver the units of its Equlpment to the Railroad at
the place or places specified in Schedule B hereto (or if
Schedule B does not specify a place or places, at the place
or places designated from time to'tlme by the Railroad),
freight charges, if any, prepald in accordance with the
delivery schedule set forth in Schedule B hereto; provided,
however, that no Builder shall be: obligated to deliver any
unit of Equipment hereunder at any time after the commence-
ment of any proceedings specified' in clause (c) or (d) of
Article 16 hereof or if any event: of default (as described
in Article 16 hereof), or event which with the lapse of time
and/or demand could constitute such an event of default,
shall have occurred and be continuing.

Each Builder’s obligation as to time of delivery
is subject, however, to delays resulting from causes beyond
such Builder’s reasonable control, including but not limited
to acts of God, acts of government such as embargoes, pri-
orities and allocations, war or war conditions, riot or




civil commotion, sabotage, strikes, differences with work-
men, accidents, fire, flood, explosion, damage to plant,
equipment or facilities, delays in receiving necessary
materials or delays of carriers or subcontractors.

Notwithstanding the preceding provisions of this
Article 3, any Equipment not delivered, accepted and settled
for pursuant to Article 4 hereof on or before the Cut-Off
Date (as defined in Article 4 hereof) shall be excluded
therefrom. If any unit or units of Equipment shall be
excluded from this Agreement pursuant to the immediately
preceding sentence, the Builder thereof and the Railroad
shall execute an agreement supplemental hereto limiting this
Agreement to the units of Equipment not so excluded there-
from. If a Builder’s failure to deliver Equipment so
excluded from this Agreement resulted from one or more of
the causes set forth in the immediately preceding paragraph,
the Railroad shall nevertheless be obligated to accept such
Equipment and pay the full purchase price therefor, deter-
mined as provided in this Agreement, if and when such :
Equipment shall be completed and delivered by such Builder,
such payment to be in cash on the delivery of such Equip-
ment, either directly or, in case the Railroad shall arrange
therefor, by means of a conditicnal sale agreement or such
other appropriate method of financing as the Railroad shall
determine and as shall be reasonably acceptable to such
Builder.

During construction, the Equipment shall be sub-
ject to inspection and approval by the authorized inspectors
of the Railrocad, and each Builder shall grant to such autho-
rized inspectors reasonable access to its plant. Each
Builder agrees to inspect all materials used in the con-
struction of its Equipment in accordance with the standard
quality control practices of the Builder. Upon completion
of each unit or of a number of units of the Equipment, such
unit or units shall be presented to an inspector of the
Railroad for inspection at the place specified for delivery
of such unit or units, and if each such unit conforms to the
Specifications, requirements and standards applicable
thereto, such inspector or an authorized representative of
the Railroad shall execute and deliver to the Builder
thereof a certificate of acceptance (the ”Certificate of
Acceptance”) stating that such unit or units have been
inspected and accepted on behalf of the Railroad and are, or
will be, marked in accordance with Article 7 hereof;
provided, however, that such Builder shall not thereby be
relieved of its warranty referred to in Article 14 hereof.



On delivery and acceptance of each such unit
hereunder at the place specified for delivery, the Railroad
will assume the responsibility and risk of, and shall not be
released from its obligations hereunder in the event of, any
damage to or the destruction or loss of such unit.

ARTICLE 4. Purchase Price and Payment. The base
price or prices per unit of the Equipment are set forth in
Schedule B hereto. Such base price or prices are subject to
such increase or decrease as is agreed to by the Builder
thereof and the Railroad. The term ”"Purchase Price” as used
herein shall mean the base price or prices as so increased
or decreased, including without limitation any increase pur-
suant to the presentation of a supplemental invoice as here-
inafter provided, plus off-line freight charges, if any.

For the purpose of maklhg settlenent, the Equip-
ment of each Builder shall be d1v1ded into such number of
groups of units of the Equlpment,;dellvered to and accepted
by the Railroad (each such group belng hereinafter called a
#Group”), as such Builder and the Railroad may agree to.

The Railroad hereby acknowledges itself to be
1ndebted to the Vendor in the amount of, and hereby agrees
to pay in immediately available funds to the Vendor at such
place as the Vendor may des1gnate' the Purchase Price of the
Equipment, as follows: P

- (a) on each Closing Date (as hereinafter defined)
the amount, if any, by which' (x) the Purchase Price of
all units of the Equipment for which settlement has
theretofore or is then being made, as stated in the
invoice or invoices presented (including the supple-
mental invoice or invoices hereinafter provided for) in
respect of such Closing Date (said invoiced prices
being hereinafter called the ?Invoiced Purchase
Prlces”), exceeds (y) the Maximum CSA Indebtedness (as
defined in Item 4 of Schedule A hereto) and any amount
or amounts previously pald or payable with respect to
the Invoiced Purchase Prices’ pursuant to this subpara-
graph (a):; and

(b) in 12 ccnsecutive equal annual installments,
as hereinafter provided, an amount equal to the aggre-
gate of the Invoiced Purchase Prices for all the
Equipment less the amount pald or payable with respect
thereto pursuant to subparagraph (a) of this paragraph
(the aggregate of said installments being hereinafter
called the “CSA Indebtedness?).




In the event that on any Closing Date the final Purchase
Price of any Group has not been finally determined, the
invoice presented may be for an estimated Purchase Price (as
evidenced by the words ”“Interim Invoice” written on the face
of such invoice), subject to adjustment upon determination
of the final Purchase Price, and a supplemental invoice may
be presented by the Builder thereof at least 10 days prior
to any subsequent Closing Date for settlement on such
subsequent Closing Date for any increase in the Purchase
Price; it being agreed by such Builder that any prior
preliminary invoice or invoices presented by such Builder
shall be in amount not in excess of the final Purchase Price
of such Group. One final supplemental invoice (the “Final
Supplemental Invoice”) may be presented by a Builder after
the last Closing Date on which a Certificate or Certificates
of Acceptance is presented for the last Group of Eguipment
provided by such Builder; provided, however, that the Final
Supplemental Invoice may only be presented prior to the date
set forth in Item 2 of Schedule A hereto (the “Cut-~Off
Date”) and the notation ”Final Supplemental Invoice” shall
appear on the face thereof.

The installments of the CSA Indebtedness shall be
payable annually on February 15 in each year commencing on
February 15, 1987, to and including February 15, 1998. The
unpaid portion of the CSA Indebtedness shall bear interest
from the respective Closing Dates on which such CSA Indebted-
ness was incurred at the rate of 9.6% per annum, and such
interest shall be payable, to the extent accrued, on Feb-
ruary 15 and August 15 in each year, commencing August 15,
1986.

The term ”Closing Date” with respect to any Group
of the Equipment shall mean such date (on or after
February 5, 1986, and prior to the Cut-Off Date), not more
than 10 business days following presentation by the Builder
thereof to the Railroad of the invoice and the Certificate
or Certificates of Acceptance for such Group, as shall be
fixed by the Railroad by written notice delivered to the
Vendor at least five business days prior to the Closing Date
designated therein, except that the aggregate of the
Invoiced Purchase Prices of all Equipment settled for
pursuant to this Agreement on any Closing Date shall not
exceed the amount then on deposit with the Vendor pursuant
to the Finance Agreement. The term “business days” as used
herein means calendar days, excluding Saturdays, Sundays and
any other day on which banking institutions in Baltimore,
Maryland, Cleveland, Ohio, or New York, New York, are
authorized or obligated to remain closed.
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All interest under this Agreement shall be cal-
culated on the basis of a 360-day year of twelve 30-day
months, except that interest payable on August 15, 1986,
shall be calculated on an actual elapsed, 365-day year,
basis.

The Railroad will pay, to the extent legally
enforceable, interest at the rate of 10.6% per annum upon
all amounts remaining unpaid after the same shall have
become due and payable pursuant to the terms hereof, any-
thing herein to the contrary notwithstanding.

All payments provided for in this Agreement shall
be made in such coin or currency of the United States of
America as at the time of payment shall be legal tender for
the payment of public and private debts. Except as provided
in Article 8 hereof, the Railroad shall not have the privi-
lege of prepaylng any installment of its indebtedness
hereunder prior to the date it becomes due.

In the event the Vendor, pursuant to Article 15
hereof, assigns the right to receive the payments herein
provided to be made by the Railroad, the assignee thereof
may request the Railroad to make and the Railroad shall make
such payments to it at such address as shall be supplied to
the Railroad by the assignee.

ARTICLE 5. Taxes. All payments to be made by the
Railroad hereunder will be free of expense to the Vendor for
collection or other charges and will be free of expense to
the Vendor with respect to the amount of any local, state,
Federal or foreign taxes (other than net income, gross
receipts [except gross receipts taxes in the nature of or in
lieu of sales or use taxes], excess profits and similar
taxes) or license fees, assessments, charges, fines or
penalties hereafter levied or imposed upon or in connection
with or measured by, this Agreement or any sale, use,
payment, shipment, delivery or: transfer of title under the
terms hereof (all such expenses, taxes, license fees,
assessments, charges, fines and penalties being hereinafter
called ”“Impositions”), all of which Impositions the Railroad
assumes and agrees to pay on demand. The Railroad will also
pay promptly all Impositions which may be imposed upon the
Equipment delivered to it or for the use or operation
thereof or upon the earnings arising therefrom or upon the
Vendor solely by reason of its interest therein and will
keep at all times all and every part of the Equipment free
and clear of all Impositions which might in any way affect
the security interest of the Vendor or result in a lien upon




any part of the Equipment; provided, however, that the
Railroad shall be under no obligation to pay any Impositions
of any kind so long as it is contesting in good faith and by
appropriate legal proceedings such Impositions and the
nonpayment thereof does not, in the opinion of the Vendor,
adversely affect the interest or rights of the Vendor in or
to the Equipment or otherwise under this Agreement. If any
such Impositions shall have been charged or levied against
the Vendor directly and paid by the Vendor, the Railroad
shall reimburse the Vendor upon presentation of an invoice
therefor, and any amounts so paid by the Vendor shall be
secured by and under this Agreement; provided, however, that
the Railroad shall not be obligated to reimburse the Vendor
for any Impositions so paid unless the Vendor shall have
been legally liable with respect thereto (as evidenced by an
opinion of counsel for the Vendor) or unless the Railroad
shall have approved the payment thereof. :

ARTICLE 6. Security Interest in the Equipment.
The Vendor shall and hereby does retain a security interest

in the Equipment until the Railrocad shall have made all its
payments under this Agreement and shall have kept and per-
formed all its agreements herein contained, notwithstanding
the delivery of the Equipment to and the possession and use
thereof by the Railroad as provided in this Agreement. Any
and all additions to the Equipment (other than such addi-
tions not required for the normal use of the Equipment, the
cost of which was paid by the Railrocad, as are readily
removable without causing damage to the Equipment) and any
and all replacements of the Equipment and of parts thereof
and additions thereto shall constitute accessions to the
Equipment and shall be subject to all the terms and
conditions of this Agreement and included in the term
"Equipment” as used in this Agreement.

' Except as otherwise specifically provided in Arti
cle 8 hereof, when and only when the full indebtedness in
respect of the Purchase Price of the Equipment, together
with interest and all other payments as herein provided,
shall have been paid, and all the Railroad’s obligations
herein contained shall have been performed by the Railrocad,
absolute right to the possession of, title to and property
in the Equipment shall pass to and vest in the Railroad
without further transfer or action on the part of the
Vendor. However, the Vendor, if so requested by the Rail-
road at that time, will (a) execute a bill or bills of sale
for the Equipment transferring and releasing its interest
therein to the Railrocad, or upon its order, free of all
claims, liens, 'security interests and other encumbrances



created or retained hereby or otherwise created by the
Vendor and deliver such bill or bills of sale to the Rail-
road at its address referred to in Article 21 hereof,

(b) execute and deliver at the same place, for filing,
recording or depositing in allinecessary public offices,
such instrument or instruments,in writing as may be neces-
sary or appropriate in order then to make clear upon the
public records the release of the security interest of the
Vendor in the Equipment and (c) pay to the Railroad any
money paid to the Vendor pursuant to Article 8 hereof and
not theretofore applied as therein provided. The Railroad
hereby waives and releases any:and all rights, existing or
that may be acquired, in or to the payment of any penalty,
forfeit or damages for failure' to execute and deliver such
bill or bills of sale or instrument or instruments or to
file any certificate of payment in compliance with any law
or statute requiring the filing of the same, except for
failure to execute and deliver such bill or bills of sale or
instrument or instruments or to file such certificate within
a reasonable time after written demand by the Railroad.

ARTICLE 7. Marking of the Equipment. The Rail-
road will cause each unit of the Equipment to be kept

numbered with its identifying number as set forth in Sched-
ule B hereto, or in the case of Equipment not there listed
such identifying number as shall be set forth in any amend-
- ment or supplement hereto extending this Agreement to cover
such Equipment, and will keep and maintain, plainly, dis-
tinctly, permanently and conspicuously marked on each side
‘of each unit, in letters not less than one inch in height,
the words 7OWNERSHIP SUBJECT TO A SECURITY AGREEMENT FILED
WITH THE INTERSTATE COMMERCE COMMISSION” or other appro-
priate markings approved by the Vendor, with appropriate
changes thereof and additions thereto as from time to time
may be required by law in order to protect the Vendor’s .
title to and property in the Equipment and its rights under
this Agreement. The Railroad will cause such markings to be
placed on each Unit of Equipment on or prior to the date of
acceptance hereunder, or if that is not feaseable within a
reasonable time thereafter, and will replace promptly any
such markings which may be removed, defaced, obliterated or
destroyed. The Railroad will not change the number of any
unit of the Equipment except in accordance with a statement
of new number or numbers to be substituted therefor, which
statement previously shall have been filed with the Vendor
by the Railroad and filed, recorded and deposited by the
Railroad in all public offices where this Agreement or a
financing statement in respect hereof shall have been filed,
recorded and deposited. |




Except as provided in the immediately preceding
paragraph, the Railroad will not allow the name of any
person, association or corporation to be placed on any unit
of the Equipment as a designation that might be interpreted
as a claim of ownership; provided, however, that the Rail-
road may cause the Equipment to be lettered with the names
or initials or other insignia of the Railroad or its affili-
ates.

ARTICLE 8. Casualty Occurrences; Insurance. In
the event that any unit of the Egquipment shall be worn out,

lost, stolen, destroyed, irreparably damaged or otherwise
rendered permanently unfit for use from any cause whatso-
ever, or taken or requisitioned by condemnation or otherwise
(any such occurrence being hereinafter called a “Casualty
Occurrence”), the Railroad shall promptly and fully inform
the Vendor in regard thereto (but no later than 30 days
after it has knowledge of such Casualty Occurrence). When
the aggregate Casualty Value (as hereinafter defined) of all
units of the Equipment having suffered a Casualty Occurrence
(exclusive of units having suffered a Casualty Occurrence
with respect to which a payment shall have been made to the
Vendor pursuant to this Article 8) hereunder shall exceed
$400,000 (or such lesser amount as the Railroad may elect),
the Railroad, on the next date for the payment of interest
on the CSA Indebtedness after it has knowledge of such
event, shall promptly pay to the Vendor a sum equal to the
aggregate Casualty Value of such units of the Equipment as
of the date of such payment and shall file with the Vendor a
certificate of an officer of the Railrcad setting forth the
Casualty Value of each unit of the Equipment suffering a
Casualty Occurrence.

S50 long as no event of default shall have occurred
and be continuing, any money paid to the Vendor pursuant to
the preceding paragraph of this Article 8 shall be used, as
the Railroad shall direct in a written instrument filed with
the Vendor within 30 days but not less than 10 days prior to
the due date of the next annual installment of CSA Indebted-
ness, in whole or in part, to prepay installments of CSA
Indebtedness or toward the cost of a unit or units of
equipment of the same type as the Equipment or standard-
gauge railroad rolling stock (other than passenger or work
equipment or cabooses) to replace units suffering a Casualty
Occurrence. Any unit of replacement equipment shall have a
remaining useful life (as evidenced by a certificate of an
operating officer of the Railroad) at least as long as that
which the Equipment being replaced would have had, but for
the Casualty Occurrence. If such replacement equipment



shall be equipment theretofore used in railroad service, the
Railroad shall deliver to the Vendor a certificate of an
officer of the Railrocad that the cost of such equipment to
the Vendor does not exceed the lesser of the fair value
thereof or the original cost thereof less depreciation at a
rate equal to 1/15th of such original cost for each year in
service. 1In case any money is applied pursuant to this
Article 8 to prepay CSA Indebtedness, it shall be so applied
to reduce each installment of Csa Indebtedness thereafter
falling due pro rata.

The Casualty Value of each unit of the Equipment
(other than a replacement unit) shall be deemed to be that
amount which bears the same ratio to the original Purchase
Price thereof (less, in the event that the Railroad shall
have made any payment or payments under the provisions of
subparagraph (a) of the third paragraph of Article 4 hereof,
an amount which bears the same ratio to the aggregate of all
such payments as the original Purchase Price of such unit
bears to the original aggregate Purchase Price of all the
Equipment) as the unpaid CSA Indebtedness (without giving
‘effect to any prepayments then or theretofore made pursuant
to this Article 8) as of the date payment is made with
respect to such Casualty Occurrence bears to the original
CSA Indebtedness. The Casualty Value of each replacement
unit shall be deemed to be that amount which bears the same
ratio to the portion of the cost thereof paid by the Vendor
as the unpaid CSa Indebtedness (without giving effect to any
prepayments then or theretofore made pursuant to this
Article 8) as of the date payment is made with respect to
such Casualty Occurrence bears to the unpaid CSA Indebted-
ness (without giving effect to any such prepayments) as of
the date of acquisition by the Vendor of such replacement
unit.

The Railroad will cause any replacement unit or
units to be marked as provided in Article 7 hereof. Any and
all such replacements of Equipment shall constitute acces-
sions to the Equipment and shall be subject to all appro-
priate terms and conditions of this Agreement as though part
of the original Equipment delivered hereunder and shall be
included in the term ”Equipment” as used in this Agreement;
provided, however, that nothing herein shall result in any
Builder having any liability .or obligation with respect to
any replacement unit or units not manufactured by it. Title
to all such replacement units shall be free and clear of all
liens and encumbrances except the liens permitted by the
second paragraph of Article 12 hereof and shall be taken
initially and shall remain in the name of the Vendor subject
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to the provisions hereof, and the Railroad shall execute,
acknowledge, deliver, file, record or deposit all such
documents and do any and all such acts as may be necessary
to cause such replacement units to come under. and be subject
to this Agreement. All such replacement units shall be
guaranteed and warranted in like manner as is customary at
the time for similar equipment.

Whenever the Railroad shall file with the Vendor a
written direction to apply amounts toward the cost of any
replacement unit or units, the Railroad shall file there-
with: :

(1) a certificate of an officer of the Railrocad
certifying that such replacement unit is new equipment
of the same type as the Equipment or is new standard-
gauge railroad rolling stock (other than work or
passenger equipment or cabooses) and has been marked as
required by the provisions of Article 7 hereof and
certifying the cost of such replacement unit; and

(2) an opinion of counsel for the Railroad that
the Vendor has a valid and perfected first security
interest in such replacement unit, free and clear from
all claims, liens, security lnterests and other encum-
brances except the rights of the Railrcad under this
Agreement, and that such unit has come under and become
subject to this Agreement and all necessary filings and
recordings have been made to perfect the interests of
the Vendor therein.

So long as no event of default shall have occurred
and be continuing, any money paid to the Vendor pursuant to
this Article 8 shall, if the Railroad shall in writing so
direct, be invested and reinvested (whether through outright
purchase or through repurchase agreements in which the
Vendor takes possession of the collateral), pending its
application as hereinabove provided, in such of the fol-
lowing as may be specified in such written direction:

(1) direct obligations of the United States of America or
obligations for which the faith of the United States is
pledged to provide for the payment of principal and inter-.
est, (ii) open market commercial paper rated within the
highest two grades by Standard & Poor’s Corporation or by
NCO/Moody’s Commercial Paper Division of Moody’s Investors
Service, Inc., or the successor of either of them, or.

(iii) certificates of deposit of commercial banks in the
United States of America having a .capital and surplus
aggregating at least $500,000,000, in each case maturing in
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not more than one year from the date of such investment
(such investments being hereinafter called ”“Investments”).
Any such obligations shall from time to time be sold and the
proceeds reinvested in such Investments as the Railroad may
in writing direct. Any interest received by the Vendor on
any Investments shall be held by the Vendor and applied as
hereinafter provided. Upon any sale or the maturity of any
Investments, the proceeds thereof, plus any interest
received by the Vendor thereon, up to the cost (including
accrued interest) thereof, shall be held by the Vendor for
application pursuant to this Article 8, and any excess shall
be paid to the Railroad. If such proceeds (plus such
interest) shall be less than such cost, the Railroad will
promptly pay to the Vendor an amount equal to such defi-
ciency. The Railroad will pay all expenses incurred by the
Vendor in connection with the purchase and sale of Invest-
ments. ;

If any unit of the Equipment is removed for
repairs other than running repairs or becomes unsuitable or
not necessary for continued use by the Railroad in the
Railroad’s business or operations, such occurrence shall,
upon the election of the Railroad evidenced by written
notice to the Vendor, constitute a Casualty Occurrence
subject to the provisions of this Article 8; provided,
however, that the Railroad shall direct any money paid to
the Vendor in respect thereof to be applied only toward the
cost of replacement equipment ' and not to prepay any install-
ment of CSA Indebtedness.

If one or more events of default shall have
occurred and be continuing, all money held by the Vendor
pursuant to this Article 8 (including, for this purpose,
Investments) shall be applied by the Vendor as if such money
were money received upon the sale of Equipment pursuant to
Article 17 hereof.

In order to facilitate the sale or other disposi-
tion of any Equipment suffering a Casualty Occurrence, the
Vendor shall, upon request of the Railroad, after payment by
the Railroad of a sum equal to the Casualty Value of such
Equipment, execute and deliver to the Railroad or the
Railroad’s vendee, assignee or nominee, a bill of sale
(without warranties) for such Equipment, and such other
documents as may be required to release such Equipment from
the terms and scope of this Agreement, in such form as may
be reasonably requested by the Railroad.




The Railroad will at all times prior to the pay-
ment of the full indebtedness in respect of the Purchase
Price of the Eguipment, together with interest thereon and
all other payments required hereby, at its own expense,
cause to be carried and maintained insurance in respect of
the Equipment at the time subject hereto in amounts and
against risks customarily insured against by railroad com-
panies on similar equipment, and in any event in amounts and
against risks comparable to those insured against by the
Railrcad on similar equipment owned by it.

ARTICLE 9. Maintenance; Compliance with Laws and
Rules. The Railroad will at all times maintain the Equip-

ment or cause the Equipment to be maintained in good order
and repair at its own expense, ordinary wear and tear
excepted. : _

During the term of this Agreement, the Railroad
will at all times comply in.all respects with all laws of
the jurisdictions in which its operations involving the
Equipment may extend and with all lawful rules of any legis-
lative, executive, administrative or judicial body exer-
cising any power or jurisdiction over the Equipment, to the
extent that such laws and rules affect the title, operation
or use of the Equipment, and in the event that such laws or
‘rules require any alteration, replacement or addition of any
part on any unit of the Equipment, the Railroad will conform
therewith, at its own expense; provided, however, that the
Railroad may, in good faith, contest the validity or appli-
cation of any such law or rule in any reasonable manner
which does not, in the reasonable opinion of the Vendor,
adversely affect the property or rights of the Vendor under
this Agreement.

ARTICLE 10. Reports and Inspections. On or
before November 1 in each year, commencing with the vear

1986, the Railroad shall furnish to the Vendor an accurate
statement signed by an officer of the Railroad who may be
the Treasurer or the Assistant to the Treasurer (a) setting
forth as of the preceding June 30 the amount, description
and numbers of all units of the Equipment that have suffered
a Casualty Occurrence during the preceding 12 months (or
since the date of this ‘Agreement in the case of the first
such statement) or that have been withdrawn from use pending
repairs (other than running repairs) and such other informa-
tion regarding the condition and state of repair of the
Equipment as the Vendor may reasonably reguest and

(b) stating that, in the case of all Equipment repaired or
repainted during the period covered by such statement, the
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numbers and markings required by Article 7 hereof have been
preserved or replaced. The Vendor shall have the right, by
its agents, to inspect the Equipment and the Railrocad’s
records with respect thereto at such reasonable times as the
Vendor may request during the term of this Agreement.

ARTICLE 11. Possession and Use; Classification.
The Railroad, so long as an event of default shall not have
occurred under this Agreement and be continuing, shall be
entitled to the possession of the Equipment and the use
thereof upon the lines of railroad owned or operated by it
either alone or jointly with others and whether under lease
or otherwise, or upon the lines of railroad owned or
operated by any railroad company controlled by, or under
common control with, the Railroad, or over which it has
trackage rights, or upon connecting and other carriers in
the usual interchange of traffic or pursuant to run-through
agreements, from and after delivery of the Equipment by the

Builder to the Railroad; and the Railroad may attach or
"affix any unit of the Equipment to any railroad equipment
which is used upon the lines of railroad specified in the
preceding clause of this Article 11; provided, however, that
no unit of the Equipment may be attached to railroad equip-
ment which is not owned by the Railroad free of any liens
securing any indebtedness of the Railroad if such unit of
the Equipment may not be removed therefrom within a reason-
able time without material damage to such Equipment or the
railroad equipment to which the Equipment is attached, all
. subject to the terms and conditions of this Agreement.

The Railroad represents, warrants and agrees that
the Equipment is rolling stock equipment or accessories used
on such equipment (consisting of superstructures and racks)
as specified in § 1168 of the Federal Bankruptcy Code.

ARTICLE 12. Prohibition Against Liens. The Rail-
road will pay or discharge any and all sums claimed by any
party from, through or under the Railroad or its successors
or assigns which, if unpaid, might become a lien, charge or
security interest on or in the Equipment, or any unit
thereof; provided, however, that the Railroad shall be under
no obligation to pay or discharge any such claim so long as
it is contesting in good faith and by appropriate legal N
proceedings such claim and the nonpayment thereof does not,
in the reasonable opinion of the Vendor, adversely affect
the property or rights of the Vendor in or to the Equipment
or otherwise under this Agreement. Any amounts paid by the
Vendor in discharge of liens, charges or security interests




upon the Equlpment shall be secured by and under this
Agreement.

~This covenant will not be deemed breached by rea-
son of liens for taxes, assessments or governmental charges
or levies, in each case not due and delinquent, or undeter-
mined or inchoate materialmen’s, mechanics’, workmen’s,
repairmen’s or other like liens arising in the ordinary
course of business and, in each case, not delinquent.

ARTICLE 13. Railroad’s Indemnities. The Railroad
agrees to indemnify, protect and hold harmless the Vendor
from and against all losses, damages, injuries, liabilities,
claims and demands whatsocever, and expenses in connection
therewith, including counsel fees, arising out of retention
by the Vendor of a security interest in the Equipment, the
use and operation thereof by the Railroad during the period
when said security interest remains in the Vendor or the
transfer of said security interest in the Equipment by the
Vendor pursuant to any of the provisions of this Agreement
except, however, any losses, damages, injuries, liabilities,
claims and demands whatsoever arising out of any tort,
breach of warranty or failure to perform any covenant
hereunder by the Builder. This covenant of indemnity shall
continue in full force and effect notwithstanding the full
payment of all sums due under this Agreement, or the satis-
faction, discharge or termination of this Agreement in any
manner whatsoever. '

ARTICLE 14. Patent Indemnities; Builder’s Rep-
resentation; and Builder’s Warranty of Material and Workman-
ship. Except in cases of articles or materials specified by
the Railroad and not manufactured by the Builder thereof and
in cases of designs, systems, processes, formulae or com-
binations specified by the Railrocad and not developed or
purported to be developed by the Builder thereof, each
Builder agrees to indemnify, protect and hold harmless the
Railroad from and against any and all liability, claims,
costs, charges and expenses, including royalty payments and
counsel fees, in any manner imposed upon Or accruing against
the Railroad, its assigns or the users of the Equipment
because of the use in or about the construction of any of
the Equipment of any design, system, process, formula,
combination, article or material which infringes or is
claimed to infringe on any patent or other right. The
Railroad likewise will indemnify, protect and hold harmless
the Vendor from and against any and all liability, claims,

- costs, charges and expenses, including royalty payments and
counsel fees, in any manner inposed upon oY accruing against



the Vendor because of the use in or about the construction
or operation of any of the Equipment of any article or
material specified by the Railroad and not manufactured by
the Builder thereof or of any design, system, process,
formula or combination specified by the Railroad and not
developed or purported to be developed by the Builder
thereof which infringes or is claimed to infringe on any
patent or other right. Each Builder agrees to and hereby
does, to the extent legally possible without impairing any
claim, right or cause of action hereinafter referred to,
assign, set over and deliver to the Railroad every claim,
right and cause of action which such Builder has or here-
after shall have against the seller or sellers of any
designs, systems, processes, formulae, combinations, arti-
cles or materials specified by the Railroad and purchased or
otherwise acquired by such Builder for use in or about the
construction or operation of any of the Equipment on the
ground that any such design, system, process, formula,
combination, article or material or operation thereof
infringes or is claimed to infringe on any patent or other
right. Each Builder further agrees to execute and deliver
to the Railrocad or the users of the Equipment all and every
such further assurance as may be reasonably requested by the
Railroad more fully to effectuate the assignment and deliv-~-
- ery of every such claim, right and cause of action. Each
Builder will give notice to the Railroad of any claim known
to such Builder from which liability may be charged against
“the Railroad hereunder and the Railroad will give notice to
a Builder of any claim known to the Railroad from which
liability may be charged against such Builder hereunder.
Such covenants of indemnity shall continue in full force and
effect notwithstanding the full payment of all sums due
under this Agreement, or the satisfaction, discharge or
termination of this Agreement in any manner whatsoever.

Each Builder represents that it is not entering
into this Agreement, or entering into any assignment of this
Agreement, directly or indirectly in connection with any
arrangement or understanding 'in any way involving any
employee benefit plan (other;than a governmental plan) with
respect to which it is a party in interest, all within the
meaning of the Employee Retirement Income Security Act of
1974. ‘

Each Builder’s wartanty of material and workman-
ship is set forth in Schedule A hereto.

- ARTICLE 15. Assignments. The Railroad will not
sell, assign, transfer or otherwise dispose of its rights
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under this Agreement or, except as provided in Article 11
hereof, transfer the right to possession of any unit of the
Equipment without first obtaining the written consent of the
Vendor. A sale, assignment, transfer or disposition to a
railroad company organized under the laws of the United
States of America or any of the states thereof which shall
acquire all or substantially all the lines of railroads of
the Railroad, and which, by execution of an appropriate
instrument satisfactory to the Vendor, shall assume and .
agree to perform each of, and all, the obligations and cove-
nants of the Railroad under this Agreement, shall not be
deemed a breach of this covenant.

All or any of the rights, benefits and advantages
of the Vendor under this Agreement, including the right to
receive the payments herein provided to be made by the
Railroad, may be assigned by the Vendor and reassigned by
any assignee at any time or from time to time. No such
assignment shall subject any assignee to, or relieve any
Builder from, any of the obligations of such Builder to con-
struct and deliver the Equipment in accordance with this
Agreement or to respond to its warranties and indemnities
contained or referred to in Article 14 hereof ‘and Schedule A
hereto or relieve the Railroad of any of its obligations to
such Builder under Articles 2, 3, 4, 5, 13 and 14 hereof,
and this Article 15 or of any other obligation which, ,
according to its terms or context, is intended to survive a
assignment.

Upon any such assignment either the assignor or
the assignee shall give written notice to the Railroad,
together with a counterpart or copy of such assignment,
stating the identity and post office address of the
assignee, and such assignee shall by virtue of such assign-
ment acquire all the assignor’s right, title and interest in
and to the Equipment and this Agreement, or in and to a
portion thereof, as the case may be, subject only to such
reservations as may be contained in such assignment. From
and after the receipt by the Railroad of the notification of
any such assignment, all payments thereafter to be made by
the Railroad under this Agreement shall, to the extent so

assigned, be made to the assignee in such manner as it may
direct.

The Railroad recognizes that it is the custom of
railroad equipment manufacturers to assign conditional sale
agreements and understands that the assignment of this
Agreement, or of some of or all the rights of the Vendor
hereunder, is contemplated. The Railroad expressly



represents, for the purpose of. assurance to any person, firm
or corporation considering the acquisition of this Agreement
or of all or any of the rights of the Vendor hereunder and
for the purposes of inducing such acquisition, that in the
event of such assignment by the Vendor as hereinbefore
provided, the rights of such as51gnee to the entire unpaid
indebtedness in respect of the' Purchase Price or such part
thereof as may be assigned, together with interest thereon,
as well as any other rights hereunder which may be so
assigned, shall not be subject to any defense, setoff,
counterclaim or recoupment whatsoever arising out of any
breach of any obligation of any Builder with respect to its
Equipment or the manufacture, construction, delivery or
warranty thereof, or with respect to any indemnity herein
contained, nor subject to any defense, setoff, counterclaim
or recoupment whatsoever arising by reason of any other
indebtedness or liability at any time owing to the Railroad
by such Builder. Any and all such obligations, howsoever
arising, shall be and remain enforceable by the Railroad
against and only against such Builder.

The Railroad will (a) in connection with each
settlement for the Equipment subsequent to such assignment,
deliver to the assignee, at least five business days prior
to the Closing Date for the Group fixed in the notice by the
Railroad, all documents required by the terms of such
assignment to be delivered to such assignee in connection
with such settlement, in such}number of counterparts or
copies as may reasonably be requested, and (b) furnish to
such assignee such number of counterparts of any other. cer-
tificate or paper required bysthe Vendor as may reasonably
be requested.

If thlS Agreement shall have been assigned by a
Builder and the assignee shall not make payment to such
Builder with respect to units of the Equipment as provided
in the instrument making such, assignment, such Builder will
promptly notify the Railroad of such event and, if such
amount shall not have been previously paid by such assignee,
the Railroad will, not later than 90 days after the date
such payment was due, pay or cause to be paid to such
Builder the aggregate unpaid Purchase Price of such units of
the Equipment, together with interest from the day such
payment was due to the date of payment by the Railroad at
the highest prime rate of interest charged by any of the
four New York City banks having the largest total assets in
effect on the date such payment was due.




ARTICLE 16. Defaults. In the event that any one
or more of the following events of default shall occur and
be continuing, to wit:

(a) the Railroad shall fail to pay in full any
indebtedness in respect of the Purchase Price of the
Equipment or any other sum payable by the Railroad as
provided in this Agreement within five days after the
date due; or

"{b) the Railroad shall, for more than 30 days
after the Vendor shall have demanded in writing per-
formance thereof, fail or refuse to comply with any
covenant, agreement, term or provision of this Agree-
ment, or of any agreement entered into concurrently
herewith relating to the financing of the Equipment on
its part to be kept or performed or to make provision
.satisfactory to the Vendor for such compliance; or

(c) a petition for reorganization under Title 11
of the United States Code, as now constituted or as
hereafter amended, shall be filed by or against the
Railroad and, unless such petition shall have been
dismissed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall
‘continue in force or such ineffectiveness shall con-
tinue), all the obligations of the Railroad under this
Agreement shall not have been (and shall not continue
to have been) duly assumed in writing, pursuant to a
court order or decree, by a trustee or trustees
appointed (whether or not subject to ratification) in
such proceedings within 60 days after the commencement
of such proceedings; or

(d) any other proceedings shall be commenced by or
against the Railroad for any relief under any bank-
ruptcy or insolvency law, or law relating to the relief
~of debtors, readjustments of indebtedness, reorganiza-
tions, arrangements, compositions or extensions (other
than a law which does not permit any readjustment of
the indebtedness payable hereunder), and, unless such
proceedings shall have been dismissed, nullified,
stayed or otherwise rendered ineffective (but then only
so long as such stay shall continue in force or such
ineffectiveness shall continue), all the obligations of
the Railrocad under this Agreement shall not have been
(and shall not continue to have been) duly assumed in
writing, pursuant to a court order or decree, by a
trustee or trustees or receiver or receivers appointed



|
(whether or not subject to ratification) for the Rail-
road or for its property in connection with any such-
proceedings in such manner that such obligations shall
have the same status as obligations incurred by such
trustee or trustees or receiver or receivers within 60

days after such proceedings shall have been commenced:;
or 4

(e) the Railroad shall make or suffer any unautho-
rized assignment or transfer of this Agreement or any
interest herein or any unauthorlzed transfer of the
right to possession of any unit of the Equipment;

then at any time after the occurrence of such an event of
default the Vendor may, upon written notice to the Railroad
and upon compliance with any mandatory legal requirements
then in force and applicable to such action by the Vendor,
declare (hereinafter called a ”Declaration of Default”) the
entire indebtedness in respect of the Purchase Price of the
Equipment, together with the interest thereon then accrued
and unpaid, immediately due and payable, without further
demand, and thereafter the aggregate of the unpaid balance
of such indebtedness and interest shall bear interest from
the date of such Declaration of Default at the rate per
annum spec1f1ed in Article 4 hereof as being applicable to
amounts remaining unpaid after becoming due and payable, to
the extent legally enforceable. The Vendor shall thereupon
be entitled to recover judgment for the entire unpaid
balance of the indebtedness in respect of the Purchase Price
of the Equipment so payable, with interest as aforesaid, and
to collect such judgment out of any property of the Railroad
wherever situated. The Railroad shall promptly notify the
Vendor of any event which has!come to its attention which
constitutes, or which with the giving of notice and/or lapse
of time could constltute, an event of default under this
Agreement. ;

The Vendor may at its election waive any such
event of default and its consequences and rescind and annul
any Declaration of Default by. notice to the Railroad in
writing to that effect, and thereupon the respective rights
of the parties shall be as they would have been if no such
event of default had occurred and no Declaration of Default
had been made. Notwithstanding the provisions of this
paragraph, it is agreed that time is of the essence of this
Agreement and no such waiver, rescission or annulment shall
extend to or affect any other or subsequent default or
impair any rights or remedies consequent thereon.
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ARTICLE 17. Remedies. At any time during the
continuance of a Declaration of Default, the Vendor may,
subject to compliance with any mandatory legal requirements
then in force and applicable to the action to be taken by
the Vendor, take or cause to be taken by its agent or agents
immediate possession of the Eguipment, or one or more of the
units thereof, without liability to return to the Railroad
any sums theretofore paid and free from all claims whatso-
ever, except as hereinafter in this Article 17 expressly
provided, and may remove the same from possession and use of
the Railroad or any other person and for such purpose may
enter upon the Railroad’s premises or any other premnises
where the Equipment may be located, without judicial process
if this can be done without breach of the peace, and may use
and employ in connection with such removal any supplies,
services and aids and any available trackage and other
facilities or means of the Railroad; provided, however, that
the Equipment shall at all times be kept in good repair.

In case the Vendor shall demand possession of the
Equipment pursuant to this Agreement and shall reasonably
designate a point or points upon the premises of the Rail-
road for the delivery of the Equipment to the Vendor, the
Railroad shall, at its own expense, forthwith and in the
usual manner (including, but not by way of limitation,
giving prompt telegraphic and written notice to the Asso-
ciation of American Railrocads and all railroads to which any
part of the Equipment has been interchanged to return the
Equipment so interchanged), cause (a) the Equipment to be
detached from each unit of railrocad rolling stock to which
it has been attached, (b) the Equipment to be moved to such
point or points on its lines as shall be designated by the
Vendor and shall there deliver the Equipment or cause it to
be delivered to the Vendor and (c¢) the Equipment to be moved
to such interchange point or points of the Railroad as shall
be designated by the Vendor upon any sale, lease or other
disposal of all or any part of the Equipment by the Vendor.
At the option of the Vendor, the Vendor may keep the Equip-
ment on any of the lines or premises of the Railroad until
the Vendor shall have leased, sold or otherwise disposed of
the same, and for such purpose the Railroad agrees to
furnish, without charge for rent or storage, the necessary
facilities at any point or points selected by the Vendor
reasonably convenient to the Railroad and to permit inspec-
tion of the Equipment by the Vendor, the Vendor’s represen-
tatives and prospective purchasers and users. This agree-
ment to deliver the Equipment and furnish facilities as
hereinbefore provided is of the essence of the agreement
between the parties, and, upon application to any court of



equity having jurisdiction in the premises, the Vendor shall
be entitled to a decree against the Railroad requiring
specific performance hereof. The Railroad hereby expressly
waives any and all claims against the Vendor and its agent
or agents for damages of whatever nature in connection with
any retaking of any unit of the Equipment in any reasonable
manner. ‘

At any time during the continuance of a Decla-
ration of Default, the Vendor : (after retaking possession of
the Equipment as herelnbefore in this Article 17 provided)
may at its election and upon such notice as is hereinafter
set forth retain the Equipment in satisfaction of the entire
indebtedness in respect of the Purchase Price of the Equip-
ment and make such disposition thereof as the Vendor shall
deem fit. Written notice of the Vendor’s election to retain
the Equipment shall be given to the Railroad by telegram or
registered mail, addressed as provided in Article 21 hereof,
and to any other persons to whom the law may require notice,
within 30 days after such Declaration of Default. In the
event that the Vendor should elect to retain the Equipment
and no objection is made thereto within the 30-day period
described in the second proviso below, all the Railroad’s
rights in the Equipment shall thereupon terminate and all
payments made by the Railroad! may be retained by the Vendor
as compensation for the use of the Equipment by the Rail-
road; provided, however, that' if the Railroad, before the
expiration of the 30-day period described in the proviso
below, should pay or cause to be paid to the Vendor the
total unpaid balance of the indebtedness in respect of the
Purchase Price of the Equipment, together with interest
thereon accrued and unpaid and all other payments due under
this Agreement as well as expenses of the Vendor in retaking
possession of, removing and storing the Equipment and the
Vendor’s reasonable attorneys’ fees, then in such event
absolute right to the possession of, title to and property
in the Equipment shall pass to and vest in the Railroad;
provided, further, that if the Railrocad or any other persons
notified under the terms of this paragraph object in writing
to the Vendor within 30 days from the receipt of notice of
the Vendor’s election to retain the Equipment, then the
Vendor may not so retain the Equipment, but shall sell,
lease or otherwise dispose of it or continue to hold it
pending sale, lease or other disposition as hereinafter
provided or as may otherwise be permitted by law. If the
Vendor shall have given no notice to retain as hereinabove
provided or notice of intention to dispose of the Equipment
in any other manner, it shall be deemed to have elected to .
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sell the Equipment in accordance with the provisions of this
Article 17. - . :

. At any time during the continuance of a Declar-
ation of Default, the Vendor, with or without retaking
possession thereof, at its election and upon reasonable

notice to the Railroad and to any other persons to whom the
" law may require notice of the time and place, may sell the
Equipment, or any unit thereof, free from any and all claims
of the Railroad or any other party claiming from, through or
under the Railroad, at law or in equity, at public or
" private sale and with or without advertisement as the Vendor
may determine; provided, however, that if, prior to such
sale and prior to the making of a contract for such sale,
the Railroad should tender full payment of the total unpaid
balance of the indebtedness in respect of the Purchase Price
of the Equipment, together with interest thereon accrued and
unpaid and all other payments due under this Agreement as
well as expenses of the Vendor in retaking possession of,
removing, storing, holding and preparing the Equipment for,
and otherwise arranging for, the sale and the Vendor’s
reasonable attorneys’ fees, then in such event absolute
right to the possession of, title to and property in the
" Equipment shall pass to and vest in the Railroad. The
proceeds of such sale, less the attorneys’ fees and any
other expenses incurred by the Vendor in retaking possession
of, removing, storing, holding, preparing for sale and
selling the Equipment, shall be credited on the amount due
to the Vendor under the provisions of this Agreement.

Any sale hereunder may be held or conducted at
such place or places and at such time or times as the Vendor
may specify, in one lot and as an entirety or in separate
lots and without the necessity of gathering at the place of
sale the property to be sold, and in general in such manner
as the Vendor may determine. The Vendor or the Railroad may
bid for and become the purchaser of the Equipment, or any
unit thereof, so offered for sale. The Railroad shall be
given written notice of such sale not less than ten days
prior thereto, by telegram or registered mail addressed to
the Railroad as provided in Article 21 hereof. If such sale
shall be a private sale (which shall be deemed to mean only
a sale where an advertisement for bids has not been pub-
lished in a newspaper of general circulation or a sale where
less than 40 prospective bidders have been solicited in
writing to submit bids), it shall be subject to the right of
the Railroad to purchase or provide a purchaser, within ten
days after notice of the proposed sale price, at the same
price offered by the intending purchaser or a better price.



In the event that the Vendor shall be the purchaser of the
Equipment, it shall not be accountable to the Railroad
(except to the extent of surplus money received as herein-
after provided in this Article 17), and in payment of the
purchase price therefor the Vendor shall be entitled to have
credited on account thereof all or any part of the sums due
to the Vendor from the Railroa§ hereunder.

Each and every power and remedy hereby specif-
ically given to the Vendor shall be in addition to every
other power and remedy hereby spe01flcally given or now or
hereafter existing at law or 1n equity, and each and every
power and remedy may be exercised from time to time and
simultaneously and as often and in such order as may be
deemed expedient by the Vendor. All such powers and reme-
dies shall be cumulative, and the exercise of one shall not
be deemed a waiver of the right to exercise any other or
others. No delay or omission of the Vendor in the exercise
of any such power or remedy and no renewal or extension of
any payments due hereunder shall impair any such power or
remedy or shall be construed to be a waiver of any default
or an acquiescence therein. Any extension of time for
payment hereunder or other indulgence duly granted to the
Railroad shall not otherwise alter or affect the Vendor’s
rights or the Railroad’s obligations hereunder. The Ven-
dor’s acceptance of any payment after it shall have become
due hereunder shall not be deemed to alter or affect the
Railrocad’s obligations or the Vendor’s rights hereunder with
‘respect to any subsequent payments or default therein.

: i

If, after applying all sums of money realized by
the Vendor under the remedies herein provided, there shall
remain any amount due to it under the provisions of this
Agreement, the Railroad shall. pay the amount of such defi-
ciency to the Vendor upon demand, together with interest
from the date of such demand to the date of payment by the
Railroad at the rate per annum set forth in Article 4 hereof
applicable to amounts remaining unpaid after becoming due
and payable. If the Railroad shall fail to pay such defi-
ciency, the Vendor may bring suit therefor and shall be
entitled to recover a judgment therefor against the Rail-
road. If, after applying as aforesaid all sums realized by
the Vendor, there shall remain 2 surplus in the possession
of the Vendor, such surplus shall be paid to the Railroad.

The Railroad will pay all reasonable expenses,
including attorneys’ fees, incurred by the Vendor in enforc-
ing its remedies under the terms of this Agreement. 1In the
event that the Vendor shall bring any suit to enforce any of




its rights hereunder and shall be entitled to judgment, then
in such suit the Vendor may recover reasocnable expenses,
including attorneys’ fees, and the amount thereof shall be

" included in such judgment.

The foregoing provisions of this Article 17 are
subject in all respects to all mandatory legal requirements
at the time in force and applicable thereto.

Article 18. Applicable State Laws. Any provision
of this Agreement prohibited by any applicable law of any
jurisdiction shall as to such jurisdiction be ineffective,
without modifying the remaining provisions of this Agree-
ment. Where, however, the conflicting provisions of any
such applicable law may be waived, they are hereby waived by
the Railroad to the full extent permitted by law, it being
the intention of the parties hereto that this Agreement
shall be deemed to be a conditional sale and enforced as
such. : '

Except as otherwise provided in this Agreement,
the Railroad, to the full extent permitted by law, hereby
waives all statutory or other legal requirements for any
notice of any kind, notice of intention to take possession
of or to sell or lease the Equipment, or any unit thereof,
and any other requirements as to the time, place and terms
of the sale or lease thereof, any other requirements with
respect to the enforcement of the Vendor’s rights under this
Agreement and any and all rights of redemption.

ARTICLE 19. Recording. The Railroad will cause
this Agreement, any assignments hereof and any amendments or
supplements hereto or thereto and/or appropriate financing
statements to be filed and recorded, and from time to time
when required refiled and rerecorded, with the Interstate
Commerce Commission in accordance with 49 U.S.C. 11303 and
in accordance with the applicable provisions of the Uniform
Commercial Code of the State of Ohio and in any other State
of the United States of America or the District of Columbia
where filing is required by applicable state or Federal law
or reasonably requested by the Vendor for the purpose of
proper protection, to the satisfaction of counsel for the
. Vendor, of its interest in the Equipment and its rights
under this Agreement or for the purpose of carrying out the
intention of this Agreement. The Railroad will from time to
time do and perform any other act and will. execute, acknowl-
edge, deliver, file, register, deposit and record any and
all further instruments required by law or reasonably
requested by the Vendor for the purposes specified in the



immediately preceding sentence:of this Article 19. The
Railroad will furnish to the Vendor at the time of fur--
nishing each annual report pursuant to Article 10 hereof an
opinion of counsel for the Railroad to the effect that all
necessary filings and recordings have been made to protect
the interests of the Vendor in and to the Equipment.

{

The Railroad will promptly furnish to the Vendor
certificates or other evidence satisfactory to the Vendor of
such filing, registering, depositing and recording.

ARTICLE 20. Payment of Expenses. The Railroad
will pay all reasonable costs '‘and expenses (other than the
fees and expenses of counsel for the Builder) incident to
this Agreement and the first assignment of this Agreement
(including the fees and expenses of an agent, if the first
assignee is an agent), and any instrument supplemental or
related hereto or thereto, including all fees and expenses
of Messrs. Cravath, Swaine & Moore, counsel for the first
assignee of this Agreement and for any party acquiring
interests in such first assignment, and all reasonable costs
and expenses in connection with the transfer by any party of
interests acquired in such first assignment, but excluding
all fees and expenses of any other counsel for such parties.

ARTICLE 21. Notice. Any notice hereunder to any
of the parties designated below shall be deemed to be
properly served if delivered or mailed to it at the fol-
lowing specified addresses:

(a) to the Railroad, at 100 North Charles Street,
Baltimore, Maryland 21201, attention of Treasurer-303,

(b) to the Builder,fat its address set forth in
Item 1 of Schedule A hereto, and

(c) to any assignee, of the Vendor or of the Rail-
road, at such address as. may have been furnished in
writing to each of the other parties hereto by such
assignee, ' '

or at such other address as may have been furnished in
writing by such party to the other parties to thkis Agree-
ment.

ARTICLE 22. Article Headings; Effect and Modi-
fication of Agreement. All article headings are inserted

for convenience only and shall not affect any construction
or interpretation of this Agreement.




This Agreement, including the Schedules hereto,
exclusively states the rights of the Vendor and the Railroad
with respect to the Equipment and supersedes all other
agreements, oral or written, with respect to the Equipment.
No variation or medification of this Agreement and no waiver
of any of its provisions or conditions shall be valid unless
in writing and signed by duly authorized officers of the
Vendor and the Railroad. '

ARTICLE 23. Law Governing. The Railroad warrants
that its chief place of business and principal executive
offices are, and have been for at least four months, located
in the State of Ohio. The Railroad agrees not to change its
chief place of business and principal place of business to a
State other than Ohio unless the applicable provisions of
the Uniform Commercial Code of such State are complied with
in accordance with Article 19 hereof. The terms of this
Agreement and all rights and obligations hereunder shall be
governed by the laws of such state; provided, however, that
the parties shall be entitled to all rights arising out of
the filing, recording or deposit hereof and of any assign-
ment hereof or any related financing statement as shall be
conferred by the laws of the several jurisdictions in which
this Agreement or any assignment hereof or any such financ-
ing statement shall be filed, recorded or deposited.

ARTICLE 24. Execution. This Agreement may- be
executed in any number of counterparts, such counterparts
together constituting but one and the same contract, but the
counterpart delivered to the Agent shall be deemed to be the
original and all other counterparts shall be deemed to be
duplicates thereof. A Builder which shall execute and
deliver this Agreement shall be bound hereunder notwith-
standing the failure of the other Builder to execute and
deliver this Agreement or to perform its obligations under
this Agreement. Although this Agreement is dated, for
convenience, as of the date first set forth above, the
actual date or dates of execution hereof by the parties
hereto is or are, respectively, the date or dates stated in
the acknowledgments hereto annexed.

IN WITNESS WHEREOF, the parties hereto, each pur-
suant to due corporate authority, have caused this instru-
ment to be executed in their respective corporate names by
their officers, thereunto duly authorized, and their
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respective corporate seals to be hereunto affixed, duly
attested, all as of the date first above written.

(Seal]

Attest:

Corporate Secretary

[Seal]

Attest:

Assistant Secretary

[Seal]

Attest:

G2l At O

Assistant Secretary

THE CHESAPEAKE AND OHIO RAILWAY
COMPANY,

by

Treasurer

TRINITY INDUSTRIES, INC.,

by

' Senior Vice President

THRALL CAR MANUFACTURING
COMPANY,

" g




STATE OF MARYLAND,)
) ss.:
CITY OF BALTIMCRE,)

On this day of 1986, before me person-
ally appeared A. B. Aftoora, to me personally known, who,
being by me duly sworn, says that he is the Treasurer of THE
CHESAPEAKE AND OHIO RAILWAY COMPANY, that one of the seals '
affixed to the foregoing instrument is the corporate seal of
said corporation, that said instrument was signed and sealed
on behalf of said corporation by authority of its Board of
Directors and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said
corporation.

[Notarial Seal]

Notary Public

My Commission expires

STATE OF TEXAS, )

) ss.:
COUNTY OF DALLAS, )
Oon this day of 1986, before me per-
sonally appeared , to me persocnally

known, who, being by me duly sworn, says that he is a Senior
Vice President of TRINITY INDUSTRIES, INC., that one of the
seals affixed to the foregoing instrument is the corporate
seal of said corporation, that said instrument was signed
and sealed on behalf of said corporation by authority of its
Board of Directors and he acknowledged that the execution of
the foregoing instrument was the free act and deed of said
corporation.

Notary Public
[Notarial Seal]

My Commission expires
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STATE OF ILLINOIS, ) .
Ss. f
COUNTY OF COOK, )

on this 47 day of F¢BRUARY 1986, before me

personally appeared U. /M. fhc;é/dis , to me person-
ally known, who, being by me duly sworn, says that he is a
Vice Pees=s)pew7  of THRALL CAR MANUFACTURING COMPANY,
that one of the seals affixed to the foregoing instrument is
the corporate seal of said corporation, that said instrument
was signed and sealed on behalf of said corporation by
authority of its Board of Directors and he acknowledged that
.the execution of the foregoing instrument was the. free act
and deed of said corporation. .

Notary Public 4

[Notarial Seal]

My Commission expires ///é"?7
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- SCHEDULE A

Item 1: Trinity Industries, Inc., 2325 Stemmons Freeway,
(P.O. Box 10587), Dallas, Texas 75207, attention
of Neil O. Shoop, Treasurer.

+h drad »7-*‘
Thrall Car Manufacturing Company, 26+State Streeg“‘ j“
Chicago Heights, Illinois 60411, attention of
Paul G. Ledebuhr, Comptroller.

Item 2: August 14, 1986.

Item 3A: Trinity’s Warranty. Trinity warrants to the-
Railrocad for a period of three years from the date
of shipment f.o.b. plant of manufacture that the
units of its Equipment are free of defects in
material and workmanship.

TRINITY SHALL NOT BE RESPONSIBLE FOR ANY CONSE-
QUENTIAL DAMAGES OR ANY FURTHER LOSS BY REASON OF
ANY DEFECT.

: This warranty does not cover or apply to any
. product, accessory, part or attachment which is
not manufactured by Trinity.

If the Railroad believes any part of the Equipment
to be defective in material or workmanship, the
- Railroad must give written notice thereof to
Trinity at its address specified in this Agreement
prior to the expiration of the warranty period,
specifying details as to date and place of pur-
chase, rack number, and alleged defect. Trinity
promptly will give written instructions to the
Railroad as to how any defect is to be repaired or
replaced. Subject to compliance by the Railroad
with the foregoing requirements and provided that
Trinity determines to its satisfaction the alleged .
defect to be the result of faulty material or
workmanship, Trinity, without charge, will repair

e any defect in material or workmanship after the
\ defective part or Equipment is received at
Trinity’s repair shop or a shop selected by

Trinity. SUCH REMEDY IS THE SOLE AND EXCLUSIVE
REMEDY OF THE RAILROAD. Transportation charges
for the movement of racks to and from a shop will
be for Trinity’s account if Trinity’s examination
discloses to Trinity’s satisfaction that any parts
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Item 3B:

ITtem 4:

are defective. Should Trinity’s examination
determine to Trinity’s satisfaction that any part
or parts are not defective, any transportation
charges will be for the Railroad’s account.

EXCEPT FOR ITS OBLIGATIONS UNDER THE CSA THE ABOVE
EXPRESS WARRANTY IS IN LIEU OF ALL OTHER WAR-
RANTIES, EXPRESS OR IMPLIED, INCLUDING ANY WAR-
RANTIES OF MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE (EXCEPT AS TO TITLE), AND ALL
WARRANTIES, EXPRESS OR IMPLIED (EXCEPT AS TO
TITLE), ARE LIMITED TO THREE YEARS IN DURATION AS
SPECIFICALLY PROVIDED ABOVE.

Thrall’s Warranty. Thrall warrants that its
Equipment will be built in accordance with the
Specifications and the standards and requirements
set forth in Article 2 of the Conditional Sale
Agreement to which this Schedule A is attached
(the ”CSA”) and warrants its Equipment will be
free from defects in material (except as to
specialties incorporated therein which were
specified or supplied by the Railroad and not
manufactured by Thrall) and workmanship under
normal use and service, Thrall’s obligation under
this Item 3B being llmlted to making good at its
factory any part or parts of any unit of its
Equipment which shall, within one year after the
delivery of such unit to the Railroad be returned
to Thrall with transportation charges prepaid and
which Thrall’s examination shall disclose to its
satisfaction to have been thus defective. THE
FOREGOING WARRANTY OF THRALL IS EXPRESSLY IN LIEU
OF ALL OTHER WARRANTIES, EXPRESSED OR IMPLIED,
INCLUDING ANY IMPLIED WARRANTY OF MERCHANTABILITY
OR FITNESS FOR A PARTICULAR PURPOSE, AND OF ALL
OTHER OBLIGATIONS OR LIABILITIES ON THE PART OF
THRALL, EXCEPT FOR ITS OBLIGATIONS UNDER THE CSA,
AND THRALL NEITHER ASSUMES NOR AUTHORIZES ANY
PERSON TO ASSUME FOR IT ANY OTHER LIABILITY IN
CONNECTION WITH THE CONSTRUCTION AND DELIVERY OF
ITS EQUIPMENT, EXCEPT AS AFORESAID.

The Maximum CSA Condltlonal Sale Indebtedness is
$11,711,700.

[
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