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Enclosed for recwrdation under the provisions of 49 USC
11303(a) are the original and two counterparts of an Equipment

Lease dated as of December 1, 1980.

A general description of the railroad equipment cosered
by the enclosed document is set forth in Schedule A attached to

this letter and made a part hereof.
The names and addresses of the parties are:
Seventeenth HFC Leasing Corporation

Lessor:
: 2700 Sanders Road
Prospect Heights, Illinois 60070
Lessee: ‘Illinois Central Gulf Railroad Company

Two Illinois Center
233 North Michigan Avenue

\
~ Chicago, Illinois 60601 -

The undersigned 1s the Lessor mentioned in the enclosed

document and has knowledge of the matters set forth thereiln.
: - Please return the original and one copy of the

Equipment Lease to James Markey, Chapman and Cutler, 111 West
Monroe Street, Chicago, Illinois 60603.
Also enclosed i1s a check in the amount of $50.00 covering

the required recording fee.

| ( - ‘ : _ Very truly yours, _
: ; _ SEVENTEENTH HFC LEASING CORPORATION
By
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SCHEDULE A

DESCRIPTION OF EQUIPMENT

No. of Items

3 GP-

IC
IC
IC

2 | - | GP-

Description

11 locomotives:

9136
9198
9310

26 locomotives:

GMO 502
GMO 514

16 SW-14 locomotives:
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IC
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IC

1244
1227
iz
ho2
1029A
1029B
450
468
4o7
409
413
430

ICG 433
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ICG 437
ICG 438
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 INTERSTATE COMMERCE COMMISSION

. EQUIPMENT LEASE -

Dated as of December 1, 1980
. Between.:

SEﬁémTEEN@RVH?C'LEA§1NG“C0RpokATIONt'“ T
~ LESSCR -
And |
ILLINOIS CENTRAL GULF, RAILROAD COMPANY

LESSEE

(21 Rebuilt Locomotives)




FQUIPMENT LEASE

"THIS EQUIPMENT LEASE’ dated ‘as of December 1 1980

'is between SEVENTEENTH HFC LEASING CORPORATION, a Delaware

corporation, (the "Lessor"), and ILLINOIS CENTRAL GULF RAIL~-

" ROAD COMPANY, a Delaware corporation (the "Lessee"),

RECITAL:

The Lessor and Waterloo Railroad Company, a Delaware
corporation, (the "Seller") have entered into a Hulk Purchase -
Agreement dated as of December 1, 1980 (the "Hulk Purchase- -
Agreement") providing for the sale of 21 used railroad
locomotives {the "Hulks") by the Seller to the Lessor, and -
the Lessor and the Lessee have entered into a Reconstruction
Agreement dated as of December 1, 1980 (the "Reconstruction
Agreement") prov1d1ng for the reconstruction by the Lessee -

- of the Hulks into rebuilt railroad 1ocomot1ves (collectively

the "Equipment® and individually ‘an "Item™ or "item-of -Equip-
ment"), as more specifically described in qchedule_A attached
hereto and made a part hereof, such reconstruction to be done
in accordance with the specifications. (the "Spec1flcatlons“)

referred to in the Reconstruction Agreement. Upon delivery
of each Item of Equlpment and the acceptance of such Item of.

- Equipment as provided in Section 1.2 hereof, the Lessor

shall lease and let such Item of Equipment to the Lessee and

the Lessee shall hire such item of Equipment from the Lessor  * -

for the rental and on and subject to the terms and. condltﬁons
herein set forth."

SECTION l. LEASE AND DELIVERY OF EQUIPMENT.

1.1, 1Intent to Lease and Hire. Upon delivery of

.. each Item of Equipment following the reconstruction thereof )

under the Reconstruction Agreement, the Lessee shall-  lease and
- let and the Lessor shall hire to the Lessee such Item.of Equip=. .
‘ment for the rental and on and subject to the terms.and condi-

tions herein set forth.

1.2. 1Inspection and Acceptance.. The Lessor .and

~ any assignee of the Lessor pursuant to Section 16 hereof
‘retain certain rights to inspect the Equipment prior to and -
" during the reconstruction therecf ac more fully provided in
- the Reconstruction Agreement.. Upon completion of -recon——. ..

struction of each item of Equipment, the Lessor will cause
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~each Item of Equipment.to be tendered to the Lessee at the
place of delivery set forth in Schedule A, Upon such

tender, the Lessee will cause an inspector designated and
authorzed by the Lessee to inspect the same, and, if. such-
item of Egquipment is found to be in good order, to accept
delivery of-such-Item of Equipment and to execute. and
deliver to the Lessor a Certificate of Acceptance (the
"Certificate of Acceptance") in the form attached hereto
as Schedule B with respect to such Item of Equipnent;
provided, however, that. the Lessee shall not accept and
the Lessor shall have no obligation to lease any Item of
Equipment unless the same is delivered on or before the
Outside Delivery Date set forth in Schedule A, and, tc the
best of knowledge of the Lessee, meets the Specifcations

- applicable thereto.

1.3, Certificate of Acceptance. The Lessce's

‘execution and delivery of a Certificate  of Acceptance

with respect to each Item of Equipment pursuant to Section
1.2 hereof shall conclusively establish that such Item of"
Eguipment -is acceptable to and accepted by the Lessee

‘under this Lease, notw1thotand1ng any ‘defect with respect-

to design, manufacture, condition or in any other respect,

~and shall concluSively establish as betweén the Lessor and

the Lessee that such Item of Equipment is in good order

~and condition and conforms to .the Specifications applicable -
-thereto and to all applicable United States. Department of

Transportation and Interstate Commerce Commission regquire-
ments and specifications, if any, and to all standards
recommended -by the Association of American Railroads applic-
able to reconstructed railroad equipment of the character -

of the Equipment as of the date of this. Lease.

SECTION ‘2, RENTALS AND PAYMENT,DATES...

2.1. Rent for Equ1pment. The Lessee agrees to

- pay the’ Lessor the follow1ng rent for each Item of Equipment

‘(a). Interim Rental. For each Item of Fqulpment,
an amount per day (the -"Interim Rental®). equal to:..

(i) 0.027800000% of the Hulk Purchase Price
(as defined in the Hulk Purchase Agreement) of.
"tne Hulk which was utilized to rebuild such Item-
for the period, if any, from and including the

"Hulk Closing Date (as defined in the“Hulk_Purchase > 



Agreement) to, but not including, July 1, 1981
the "Term Lease Commencement Date®); and = - - .

(iij) 0.027300000% of the Reconstruction Cost
thereof for the peried, if any, from and including
the Equipment Closing Date (as such terms are
defined in the Reconstruction Agreement) for such
Item to, but not including, the Term Lease Commenc-
ement Date.

{b) Fixed Rental. For each item of Equipment, 60
guarterly installments of fixed rental (the "Fixed
Rental" ), payable in arrears, each in an amount equal to
2.21556% ofi the sum of the Hulk Purchase Price and the
Reconstruction Cost in respect to such Item (the "Total
Cost™) thereof. )

(c) Additional Rental. In addition to the fore-
going rental, the Lessee agrees to pay to the Lessor as .
additional rental (the "Additional Rental") (i) an
amount equal to the excess of (x) the. interest which
would have accrued on the-aggregate amount expended by
- the Lessor, as. of the payment date of any such Additional

Rental (the "Expended  -Amount"™), in respect of the pur- - .

-chase of the Hulks and the reconstruction thereof if.
such interest were calculated at the Prime Rate (as
hereinafter defined) over (y) tha interest which would . _
have accrued as of such date, on ‘the Expended Amount if

such interest were calculated at a rate of 10% per-annum,'

-and (ii) any amount required to be paid to the Lessor or
any assignee thereof by the Lessee the payment of which
is not otherwise provided for herein. For purposes of ..

this paragraph 2.1(c), "Prime Rate" shall mean the lend- -

ing rate charged, from time to time, by Continental
Illincis National Bank and Trust Company of Chicago to
its best business borrowers on short term loans.

2.2. Rent Payment Dates. An installment of
accrued and unpaid Interim Rental for each Item of
Equipment shall be due and payable on April 1, 1981,
and on the Term Lease Commencement Date. The first install-
ment of Fixed Rental for each Item of Equipment shall be due

~and payable three months following the Term Lease Commence-— - - -

ment Date and the balance of said installments shall be -
' payable at. three-month intervalS'thereafter_with the final’
such installment payable 15 vears folliowing the Term Lease



Commencement Date.. All amounts of accured and unpaid
Additional Rental shall be due and payable on the next
succeeding date on which any installment of Interim Rental

. or Fixed Rental is due and payable. If any of the rental

paymant dates is not a business day, the rental payment -
otherwise payable on such date shall be payable on the
next succeeding business day. For purposes of this Lease,

© the term “business day" means calendar days, excluding

Saturdays, Sundays and holidays on which banks in the

“State of Illinois are authorized or required to close, -

2.3. Adjustment of Rentals. The Lessee and the -

'Lessor agree that the Fixed Rentals and Interim Rentals

payable heresunder and the Casualty Value percentages set

" forth in Schedule C hereto will be adjusted in the event

that (A) any amendment to, or change in, the Internal.
Revenue Code of 1954, as amended (the "Code"), the income
tax regulations thereunder or published administrative or
judicial interpretations of the Code or such regulations is
enacted or has an effective date on or prior to January 1,
1982, (B) the aggregate Reconstruction Cost of the Items

of Equipment is more or less than 90% of the aggregate
Total Cost thereof, (C) the Equipment Closing Dates and

the aggregate Reconstruction Cost for the Equipment

settled for on such dates are other than $899,000 on
December 23, 1980, $6,402,825 on February 10, 1981 and
$2,134,275 on March 25, 1981, (D) the average age of

the Hulks when purchased under the Hulk Purchase

Agreement exceeds 18-1/2 years, (E) the amount paid

by the Lessor in respect of the disbursements and
reasonable fees of legal counsel in connection here-

with, and the cost of reproducing the Lease and any

and all other agreements, documents or instruments executed

.in connection therewith, exceeds $90,000, or (F) any Item

of Equipment, as accepted hereunder, materially differs
from the Specifications therefor. Any such adjustment

. shall be effective as of the. first Fixed Rental payment

date following the event giving rise to such adjustment,
and shall be made in such manner as will result, in the
Lessor's reasonable judgment, in preserving for the Lessor
the after-taz rate of return and the after—~tax cash flow

-that would have - -been realized by the Lessor had such event

nct occurred, (i) based on-the rates of Federal, state and
local taxes on, or measured by, net income in effect from
time to time, and (ii) in all other respects based on the

“assumptions and methods of calculation utilized by the

Lessor in originally evaluating the transaction described in



this Lease and related documents. The Lessor shall furnish
the Lessee prior to the effective date ©f any such adjust-
ment with a notice setting forth in reasonable detail the

~ computations and methods used in computing such adjustment.

2.4. Place and Manner of Rent Payment., The pay-
ments to be made by the Lessee under this Lease shall be
made as follows:

. (a) Each installment of Interim Rental and
Additional Rental (if any, prior to the Term Lease
Commencement Date) shall be paid to the Lessor by
wire transfer to the principal office of the Lessor
at the address thereof provided in Section 21.1
hereof; provided that in the event the Lessor shall
notify the Lessee in writing that the right to
receive payment of such installment shall have been
assigned in accordance with Section 16 hereof, the
lLLessee shall make such payment by wire transfer to = ..
the place designated in such notice or as-otherwise -
designated from time to time in writing by such
assignee; o

(b) The portion of any ‘installment of Fixed
Rental resulting from an increase in the amount
thereof, if any, which the Lessee shall be required
to pay to the Lessor pursuant to Section 2.3 hereof
shall be paid in full to the Lessor by wire transfer . ..
to the principal office of the Lessor at the address
provided in Section 21:1 hereof;

A (c) Each installment of Fixed Rental and A , o
Additional Rental (if any,; subsequent to the Term: ~ .
Lease Commencement Date) shall be paid to the Lessor:

" by wire transfer to the principal office of the
Lessor at the address thereof provided in Section

21.1 hereof; provided -that in-the event the Lessor -- - - - - -

shall notify the Lessee in writing that the right to

- receive payment of such installment shall have been
assigned in accordance with Section 16 herecf, the

- Lessee shall make such payment by wire transfer to

. the place designated in such notice or as otherwise.
designated from time to time in writing by such
assignee; and provided further that in the event such
notice shall direct the Lessee to divide such install-
ment into not more than two portions, in addition to



the portion referred to in Section 2.4(b) hereof,
. and to pay each portion by wire transfer szparately
to not more than two parties, the Lessee agreas to do so;

e - (d) -.The .entire amount of any payment- of .Casualty . .
Value pursuant to Section 11 hereof shall be paid to
the Lessor by wire transfer tc the principal office of

. the Lecsor at the address thereof provided in Section 21.1

hereof or in such other manner or to such other address
as may be designated by the Lessor in writing; provided
that in the event the Lessor shall notify the Lessee in
writing that the right to receive payment of such
Casualty Value shall have been assigned in accordance
with Section 16 hereof, the Lessee shall make such
payment by wire transfer in the manner desigrated in
such notice or as otherwise designated from time to
time in writing by such assignee;

(e) The amount of any payment owing to the Lessor
‘pursuant to Sections 6, 10.2, 11.1 (with respect to
- o public liability insurance), 20 and 21.2 hereof shall
- _ ‘ be made directly to the Lessor without regard to the
assignment of this Lease pursuant to Section 16 hereof;

(t) The anount of any 1nte Cat due in respect of
the late payment of any rentals or other amounts puxsuant
to Section 19 hereof shall be.paid to the Lessor in the
manner provided for payment of leed Rental in paragraph
(c) of this Section 2.4.; and '

(g) - All payments other than those above specified
shall be made by the Lessee directly to the party to
i : receive the same unless any such payment has previously
| been made by the Lessor or its assigneg, iu which case
5 _ : ‘the Lessee shall reimburse the Lessor or its assignee,
! . as the case may be, directly for such payment.

The Lessee agrees that it will make payments due hereunder by
wire transfer where specified above at the opering of -business
of the office of the transferring bank on the due date of such
payment of Federal or otherwise immediately available funds

tc. the party to whom such payment is to. be made, and where

not so specified, such payment shall be made by check of-.the
Lessee drawn on a bank located in the continental United States
and mailed to the party to receive the same at the address
herein provided cr at such other address as the Lessee shall
have been previously advised in writing. :
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2.5. Net Lease. This Lease is a net lease and the

.Lessee's obligation to pay all Interim Rental, Additional Rental .

and Fixed Rental and other amounts payable hereunder shall be

~absclute and unconditional under any and all circumstances and,
-.withcut limiting the generality of the foregoing, the Lessee

shall not be entitled to any abatement of rent or reduction
thereof or setoff against rent, including, but not limited
to, abatements, reductions or setoffs, due to any present or
future claims of the Lessee against the Lessor under this
Lease or otherwise or against any assignee of the Lessor
pursuant to Section 16 hereof; nor, except as otherwise
expressly provided herein, shall this Lease terminate, or
the respective obligations of the Lessor or the Lessee be
otherwise affected, by reason of any defect in or damage to

- or loss or destruction of or requisitioning of the Equipment

by condemnation or otherwise, the prochibition of Lessee's

use of the Equipment other than by the Lessor's breach of

the Lessee's right of quiet enjoyment, the interference with
such use by any private perscn or corporation, the invalidity
or unenforceability or lack of due authorization or other = ' -
infirmity of this Lease, or lack of right, power or authority
of the Lessor to enter into this Lease, or for any other -~ - -
cause whether similar or dissimilar to the foregoing, any
present or future law to the contrary notwithstanding, it
being the intention of the parties hereto that the rents and
other amounts payable by the Lessee hereunder shall continue

. to be payable in all events unless the obligation to pay the = =

same shall be terminated pursuant to Section 11 hereof, or
until, pursuant to" Section 13 hereof, the Equipment -has been
returned to the possession cf the Lessor (for all purposes
of this Lease-any item of Equlpment shall not be deemed to
have been returned to the Lessor's possession until all of
the Lessee's obllgaelons with respect to the return, trans-

portation and storage thereof have been perférmed). To the

extent permitted by applicable law, the lLessee hereby waives
any and all rights which it may now have or which at any

time hereafter may be conferreo upon it, by statute or other-
wise, to termlndte, ‘cancel, quit or surrendér the léase of
any of the Items of Zquipment except in accordance with

the express terms hereof, Each rental or other payment made

" by the Lessee hereunder shall be.final. and.-the Lessee. shall
-not seek to recover all or any part of such payment from the
Lessor or any assignee pursuant to’ Sectlon 16 hereof xor any

reason whatsoever.



"contrasting colors upon each side of each Item of Equipment

SECTION 3. TERM OF THE LEASE.

The term of this Lease as to each item of Equipment
shall begin on the date of the delivery to and acceptance by

" the Lessee of such Item of Equipment and, subject to the pro-

visions of Sections 11, 14 and 18 hereof, shall terminate 15
years following the Term Lease Commencement Date provided for
in Section 2.1(a) hereof,

SECTION 4. OWNERSHIP AND MARKING OF EQUIPMENT.

4.1.  Retention of Title. The Lessor, as between
the Lessor and the Lessee, shall and hereby does retain
full legal title to the Equipment notwithstanding the
delivery theresof to, and possession and use thereof by,
the Lessee,

4.2. Duty to Number and Mark Equipment. The

'Lescee shall cause each Item of Equipment to be kept numbered

with its road number as set .forth in Schedule A hereto and:

- shall keep and maintain, plainly, distinctly, permanently

and concpicuously marked by a plate or stencil printed in
in letters not less than one inch in height as follows: ™

"Leased from a Financial Institution
and Subject to a Security Interest
recorded with the I.C.C."™ e

with approorlate changes thereof and. addltlons thereto as
from time to time may be required by law in order to protect
the title of the Lessor to such Item of Equ1pment, its
rights under this Lease and the rights of any assignee

under Section 16 hereof. The Lessee will not place any

such Item of Equipment in operation or exercise any control
or dominicn over the same until the regquired legend shall

have beén sc marked on both sides thereof and will replace ~

promptly any such names and word or words which may be
removed, defaced, obliterated or destroyed. - The Lessee

“will not change the road numbér of any Item of Eguipment
. except with the consent of the Lessor and in accordance

with a statement of hew road numbers to be substituted -
therefor, which statement previously shall have been
delivered to the Lessor by the Lessee and filed, recorded
or deposited.-in all public-cffices where this Lease shall - -
have been filed, recorded or depousited. : -
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. 4.3, Prohibition Against Certain Designations..
Except as above provided, the Lessee will not allow the
name of any person, association or corporation to be placed .
on the Equipment as a designation that nmight be interpreted.

~as a claim of ownership; provided, however, that the Lessee -
may cause the Eguipment to be lettered with the names or.
initials or other insignia customarily used by the Lessee
or its affiliates on railroad equipment used by it of the
same or a similar type for convenience of identification

of the right of the Lessee to use the Equipment under this:
Lease. '

SECTION 5. DISCLAIMER OF WARRANTIES.

THE LESSOR LEASES THE EQUIPMENT, AS5-1S, IN WHATEVER

CONDITIOR IT MAY BE, WITHOUT ANY AGREEMENT, WARRANTY OR
REPRESENTATION, EITHER EXPRESS OR IMPLIED, BY THE LESSOR,
THE LESSOR EXPRESSLY DISCLAIMING ANY WARRANTY OR REPRESENTA-
TION, EITHER EXPRESS OR IMPLIED, AS TO (A). THE FITNESS FOR
ANY PARTICULAR PURPOSE OR MERCEANTABILITY OF ANY ITEM OR
ITEMS OF EQUIPMENT, (B) THE LESSCR'S TITLE THERETO, (C)

THE DESIGN OR CONDITION OF, OR AS TO THE. QUALITY OF THE

" MATERIAL, EQUIPMENT OR WORKMANSHIP IN, THE EQUIPMENT, OR .
(D) ANY OTHER MATTER WHATSOEVER, IT BEING AGREED THAT ALL
SUCH RISXS, AS BETWEEN THE LESSOR AND THE LESSEE, ARE TO

: BE BORNL BY THE LESSEE. The Lessor hereby appoints and
constitutes the Lessee its agent and attorney-in-fact -
during the term of this Lease to assert and enforce, from
time to time, in the name and for the account of the Lessor
and the Lessee; as their interests may appear, but in all

. cases at the sole cost and expense of the Lessee, whatever:
claims and rights the Lessor may have as owner of the Equip-
ment against the original manufacturer and/or rebuilder
thereof, provided, however, that if at ‘any time an Event
of. Default shall have occurred and be continuing, the
Lessor may assert and enforce, .at the Lessee's.sole cost
"and expense, such claims and rights. The Lessor shall ~
have no responsibility or liability to the Lessee or any
other person with respect to any of the following: (i) -any
liability, loss or damage caused or alleged to be caused
directly or indirectly by any Item of Equipment or by any

" inadeguacy thereof or deficiency or defect therein or by
any other circumstances in connection therewith; (ii) the
use, operation or performance of any Ttem of Equipment or

~any risks relating thereto; (iii) any interruption of




service; loss of business or anticipated profits or con-
sequential damages; or (iv) the delivery, -operation, servic-—
ing, maintenance, repair, improvement or replacement of

any Item of Eguipment. The Lessee's delivery of a Certifi-
cate of Accepcance shall be conclusive evidence as beLveen
the Lessee and the Lessor that all items of Equipment" o
described therein are in all the fcregqoing respects satls-‘
factory to the Lessee, and the Lessee will not assert any
claim of any nature whatsoever against the Lessor based on
any of the foregoing matters.

SECTION 6. LESSEE'S INDEMNITY,

6.1. Scope of Indemnity. The Lessee shall defend,
indemnify and save harmless the Lessor and any assignee of
the Lessor pursuant to Section 16 hereof from and against:

(a) any and all loss or damage to the Egquipnent,
usual wear and tear excepted; and

(b} except for the amount set forth in clause (E)
of Section 2.3 hereof which amount the Lessor has
agreed to pay in respect of those items set forth in.

- such-clause, any claim, cause of action, damages,
liability, cost or expense (including, without limita-
tion, counsel fees and costs in connection therewith)
which may be incurred in any manner by or for the
account of the Lessor or such assignee (i) relating
to any Item of Equipment or any part thereof, includ-
ing, without limitation, the construction, purchase,
delivery, acceptance, rejection, ownership, sale,:
leasing, return or storage of any item of Equipment
or as a result of the use, maintenance, repair, re- i
placement, operation or the condition thereof (“hetheL.
defects are latent or discoverable by the Lessee-or:
any indemnified party), (ii) by reason or as the

. result of any act or.cmission (whether negligent or
otherwize) of the Lessee for itself or as agent oY
attorney~in~fact for the Lessor hereunder, (iii) as a
result of claims for patent, trademark or copyright
infringements, or (iv) as a result of claims for
negligence (whether active or passive, except in the
case of an intentional wrongful act on the part of E
the party claiming such indemnity), or strict l¢ab111tv
in tort.
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The amount the Lessee shall be required to pay with resp°Ct
tc any of its obligations under this Section €.1 shall
include a payment to the indemnified party sufficient to
-restore such palty to the same position, after considering
the effect of such payment on its United States Federal
income tares and state and local income taxes or franchise
taxes based on net income, that the indemnified party
would have been in had the liability or expense 1ndemn1£1ed
against not been incurred. The indemnities and assumptions
of liabilities set forth in this Section 6.1 do not guarantee
to any party at any time a residual value in the Equipment.

6.2. - Continuvation of Indemnities and Assumptions.
The indemnities and assumptions of liability set forth
in this Section 6 shall continue in full force and effect
notwithstanding the termination of this Lease, or the
termination of the term hereof in respect of any one or :
more Xteimns of Equipment, whether by expiration of time; by
operation of law or otherwise; provided, however, that. '
such indemnities and assumptions of liability shall not
apply in respect of any matters referred to.in subsection - -
(a) of Section 6.1 hereof or clause (i), (ii), (iii) as to
modifications made after the expiration of this Lease or = '
- to clause {iv) of subsection (b) of Section 6.1 hereof,
occurring after the termination of this Lease, except for
any such matters attributable to, arising or accruing

" 7during the term of this Lease, and except for any such

matters occurring after the expiration or earlier termina-
- tion arising in connection with the Lessee's assembling,-
delivering, storing or transporting of the Equipment as
provided in Section 13 or 15, as-the case may be. The
Lessee shall be entitled to control, and shall assume
full responsibility for, the defense of such claim or
liability. The Lessce shall promptly notify the Lesscr of
any matter which may give rise to a claim or liability
against the Lessor or any assignee thereof pursuant to
Section 16 hereof. The Lessor shall have the right, but
not the obligation, to-defend ‘any such matter, subject to
the Lessee's approval of the manner in which such defense
is made, which approval shall not -be unreasonably with- -
held

- SECTIONW 7. RULES, LAWS AND REGULATIONS.

_ The Lessee agrees to comply with all gov vernmental - -
laws, regulations, requirements and rules (including, with-
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out limitation, the rules of the United States Department

of Transportation, the Interstate Commerce Commission and,’
to the extent applicable, the current Interchange Rules or
supplements thereto c¢f the Mechanical Division, Association
of American Railroads as the same may be in effect from

time to time) (the "Interchange Rules”) with respect to

the use and maintenance of each Item of Equipment subject

to this Lease. In case any equipment or appliance- is
required to be altered, added, replaced or modified on any -
. Item of Equipment in order to comply with such laws, regula-
tions, requirements and rules, the Lessee agrees to make
such alterations, additions, replacements and/or modifi-
‘cations at its own expense and title thereto shall be
immediately vested in the Lessor; provided, however, that
Lessee may, in good faith and by appropriate legal- ptoceed— '
ings, contest the validity or appllcatloﬂ of any such law; -
regulation, requirement or rule in any reasonalble manner
which does not in the opinion of the Lessor adversely
affect the property rights, or 1nterests of the Lessor in
the Equipment or hereunder.

SECTICN 8. USE AND MAINTENANCE OF EQUIPMENT.

The Lessee shall use the Equipment only in the
manner for which it was designed and intended and so as to
subject it only to ordinary wear and tear.  The Lessee
shall, at its own cost and expense, maintain and keep the
Equipment in good order and repair, and in the condition
received by the Lessee from the Lessor, ordinary wear and
tear excepted, and to the extent applicable, suitable for
use in interchange in accordance with the Interchange
Rules. Except as required by the provisions of Section 7
hereof, the Lessee shall not modify any Item of Equipment
unless the Lessee shall have obtained the prior written ,
authority and approval of the Lessor and any assignee pur-
- suant to Section 16 hereof. The Lessor agrees to consent
to any modifications that do not reduce the value or N
materially change the character of such Item of Equipment.
Any parts installed or replacements made by the Legssee
upon any Item of Equipment pursuant to Section 7 hereof
cr pursuant to its cobligation to maintain. and keep the
Equipment in good crder, condition and repair under this
Section 8 shall in each case be considered accessions to
such Item of Equipment and title thereto shall be
immediately vested in the Lessor without cost or expense

_12_
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to the Lesscr. The Lessee shall make no other additions

or improvements to any Item of Equipment unless the same
are readily removable without causing material damage to
such Item of Equipment. Title to any such readily remov-
able additions or improvements shall remain with the
Lessee., If the Lessee shall at its cost cause such readily
repovable additions or improvements to be made to any Item
of Equipment, the Lessee may, or at the request of the

- Lessor, the Lessee shall, prior to the return of such Item

of Equipment to.the Lessor- hereurder,’remove the same at- -
its own expense without causxng matcrlal .damage to- surh

“Item ot Equipnment.

- SECTION 9. LiENS‘oﬁ THE EQUiPMENT.""

The Lessee =Ha]l paj or étisfy?and“disbﬁéfgéfény l 

: and ‘all claims agalns-, through or under the Lessee and .its

successors or assigns which, if unpaid, might-constitute

-or become a lien or a. charge upon any Item of Equipment, and o

any liens or charges which may be levied against or imposed

~ upon.any Item of Equipment &as a result of the failure of. the

Lessee to perfcrm or observe any of its covenants or agree-
ments under this Lease and any other liens or charges wbluh
arise by virtue of claims against, through ot under any '

other party other than the Lessor, but the Lessee shall not'“
-. be. requlred to pay or discharge. any such claims. so long as.
it 'shall, in good faith "and by’ appropriate legal proceedlngs

contest the validity thereof in any reasonable manner which
will not, in the Lessor's opinion; affect or endanger the .
title and interest of the Lessor or of any assignee under
Section 16 hereof in and to. the Eguipment. .The Lessee's
obligations under this Section 9 shall survive the exp1ra—f»
tion or earller termination of this Lease.

SECTION 10. FILING; PAYMENT OF STATE AND LOCAL TAXES.

J0.1. Filing. Prior to the dellvery and accep-
tdnce of the first item of Equipment hereunder, the Lessee

shall cause this Lease to be duly filed, reglstered or

recorded with the Interstate Commerce Commission in accor-

_dance with 49 U.S.C. § 11303 and in such other places within

or without the United States as the Lessor may reasonably -

- request and ‘the Lessee shall furnish the Lessor with proof

thereof. - The Lessée will, from time .to time, do and perform -
any other act and will execute, acknowledge, deliver, flle,_.

-] 3
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reglvter and record (and w111 reflle,'reregloter or rerecord R

whenever requlrpa) any and all further instruments requlrea

- by law or reasonably reguested: by the Lessor for the

purpose of protegtlng the Lessor's title: to any item of
Equipment to the satisfaction of the Lessor's counsel or
for the purpaose of carryinag out the 1ntent101 of this
Lease, and in connection with any such action, will deliver
to the Lessor proof of such filings and an opinion of the -
Lessee's counsel reasonably satisfactory to the Lessor that

.such action has been properly taken. The Lessee will pay =

all costs, charges and expenses incident to any -such -
filing, refiling, recording and rerecording or- deposlt;ng
and redepositing of any such instruments or incident to
the taking of such action. : :

10.2. Payment of State and Local Taxes All
paymencs to be made by the Lessee hercunder will. be free of
expenoe to the Lessor and any assignee. of the Lecsor pur-

tion or other r'hargec and 'will be free of expernse to the

~Indemnitees with respect. to the amount of any local, state, .

'.Federal or foreign taxes’ (otheL than any United otuteb__“

Federal income tax and, to the extent that the Indemnitee
receives credit tlurcfore}agalnst its United States Federal
income tax liability, any foreign income tax payable by

the Indemnitee in conseguence of the receipt of payments
provided hérein and other than the aggregate of all (i)

gtate. and city income taxes and franchise taxes measured =

by-net-income,~(ii)*state and city- taxes computed on a " -

basis other than net income and imposed as a direct alter—- -

natlve to any taxes described in. r]ause (i) above, and.
(11;) any other state and city taxes; to the extent such
taxes are dctually credited against taxes which are
descriked in clause (i) above and which are otherw1se
payable to such’ states and cities, except any taxes
described in clause (i), {ii) or (iii) above, which

are in substitution for or relieve the Lessee from the
payment of taxes which’ it would otherwise be obligated to .
pay or reimburse as herein prov1d;d), assessments, docu-
mentary stamp taxes, or license fees and any charges,
fines or penalties in connection therewith (hereinafter
called "Impositions") now or hereaftevr levied or imposed
upon or.in. connection .with or measured by this Lease or
any sale, rental, use, payment, shipment, delivery or.

transfer of titlé or return or oSther disposition of -any’

Items of Lqu1pmont under the terms hereof all of which-
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Impositions the Lessee assumes and agrees to pay on demand
in addition to the payments to be made by it provided for
herein. The Lessee will. also pay promptly all Impositions »
which may be 1mooeed apon any Item or for the use or opera- -
" tion thereof or upon the earnings arising therefrom or o
upon the Indemnitee solely by reason of the ownership
thereof and will keep at all times all and every part of
such Item free and clear of all Impositions which might in’
any way affect the title of the Indemnitees or result in a
lien upon any such Item; provided, however, that the Lessee
shall be under no obligation to pay any Impositions so
long as it is contesting in good faith and by appropriate
legal proceedings such Impositions and the nonpayment
thereof does not, in the reasonable opinion of the Indem-
‘nitee, adversely affect the title, property or rights of
‘the Lessor hereunder. If any Impositions chall have been
charged or levied against any Indemnitee directly and paid
by such Indemnitee the Lessee shall reimburse such
Indennitee on presentation of an invoice therefor.

In the event any reports w1th regard to Impo‘t-
tions are requlred to be made on the basis of individual
Items. or otherwise, the Lessee will, where permitted to do
so’ under applicable rules or regulations, make and timely
file such reports in such manner. as .to show the interest .
of the Lessor in the Items as shall be satisfactory to the
Lessor or, where not so permitted, will notify the Lessor
cf such requirement, and will assist in preparaticon of:-

- such reports by the Lessor in such manner as °hall be
Satleactor] to the Lessor.

a

In the event-that, during the continuance of- thls-

Lease, the Lessee becomes liable for the payment or reim—---- ...

bursement of any Impogitions, pursuant to this Section 10. 2,
such liability shall continue, notwithstanding the-expiration
of this Lease, until all such Impositions are pa1d or reim-
bursed by the Lessee.. : .

The Lessee shall, whenever reasonably reguested
by any Indemnitee, submit to such Indemnitee evidence satis-
factory. to such Indemnitee of, the Lessee's performance of
its duties under this Section 10.2. The Lessee shall also
" furnish promptly upon request such data as any Indemnitee
reasonably may require to permit such Indemnitee's compli-
.ance with the requirements of taxing jurisdictions, includ-
ing, but not limited to, information .relating to the use
" of any Item or Items cutside the United States of America. ™ -
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The parties hereto acknowledge that the Equipment
becomes a part of the mass of pronerty used by the Lessee -
in its oparations as a common carrier by rail. Conseguently,
the parties agree that the Lessee snall include the Equipm ’
in the ad valorem tax .returns to.be filed . by the Lessee in
the applicablc states or localities and that no Indemnitee
- shall include the Equipment in any ad valorem tax returns
flled by it in such states or lccalities.

: The .amount which the Lessee shall be required to
pay io any Indemnitee with respect to any Imp051tlon which:
is subject to indemnification under this Section 10.2
-shall be an amount sufficient to restore such Indemnitee
to the same net after-tax rate of return and after-tax
cash position, after considering the effect of such payment
and such Imposition on its United States Federal income
- taxes and state and local income taxes or franchisc taxes
- -based on net income, that such Indemnitee would have had .
or been in had such Imposition not been imposed. - o

SECTION 11. INSURANCE} PAYMENT FOR CASUALTY OCCURKENCE.

. 11.l. Insurance. The Lessee agrees that it will
at 'all times during the term of this Lease and durlng any

- return-and storage period héreunder and at its own cost and

.expense keesp each Itemn of Equipment insuvred against loss by
fire, collisicn, derazilment, and explosion and with extended
coverage and against such other risks-as are customarily - -
insured against by railroad companies at not less than the
Casualty Value (as defined in Section 11.6 hereof) of such
Item of Equipment as of the next following rental payment
date and will maintain general public liability inourance
wwth respect to the Equipment against damage because of
bodily. lnﬂury, including death, or damage to property of .
others, such insurance to afford protection to the limit
maintained by the Lessee with respect to similar equipment

which it owns or leases. Any such ‘insurance may bhave deduc-. .

tible provisions to no greater extent than are customary

with railroad companies in the aggregate and as tc any single
occurrence. All such insurance shall ccver the interest -of
the Lessor and the Lessee, as their interests may appear,

in the Equipment or, as the .case may be, shall protect the.
Lessor and the Lessee, in respect of riske arising out of

the condition, maintenance, use, ownership and operation of
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the Equipment and shall provide that proceeds, if any, in
respect to the Egquipment shall be payable to the Lessee
and the Lessor as thelr respective interests may appear.
All policies of insurance maintained pursuant to this
Section shall provide therein or by endorsement that not
less than 30 days' prior written notice of expiration,
cancellation or modification (or such advance notice as

is consistent with insurance industry practices) shall be
given to the Lessor. As to the interest of the Lessor
therein, no such insurance shall be invalidated by any
foreclosure or other remedial proceedings or notices thereof
relating to the Equipment or any interest therein nor by
any change in the title or ownership of the Equipment or
any interest therein or with respect thereto or by the use

“or operation of the Equipment for purposes more hazardous

than 1s permitted by such policy. The Lessee warrants and
affirms that it will satisfy all obligations under such
policy necessary to keep such insurance in full force and
effect. No such policy shall require co-insurance. Upon
receipt by the Lessee of notice of the assignment of this
Lease and the rents and other sums payable hereunder pur-
suant to Section 16 hereof, the Lessee shall cause the
property insurance on the Equipment to provide that the
proceeds, if any, shall be payable to such assignee under
a standard mortgage loss payable clause satisfactory to
the Lessor and such assignee. To the extent permitted by
the terms of applicable insurance coverage, any loss under
the property insurance policy referred to above shall be
adjusted with the Lessee provided that no such adjustment
shall constitute a waiver of the respective rights of the
named insureds under such insurance policy. The Lessee
shall further furnish the Lessor with certificates or
Other satisfactory evidenceof maintenance of the 1nsurance
required hereunder and with respect to any renewal policy
or policies shall furnish certificates or binders evidencing
such renewal as soon as practicable but in no event later
than 90 days after the expiration date of the original
policy or policies. All insurance provided for in this
Section shall be effective with insurance companies or
insurers having all necessary power and authority to furnish
the required coverage.

The proceeds of any property insurance received
by the Lessor shall be held by the Lessor until the repairs
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referred to in clause (i) below are made as specified
therein or payment of the Casualty Value is made, but in
no case longer than one year and will be paid either (i)
to the Lessee within 30 days following receipt of the. ‘
Lessor of a written a»p;ication signed by the Lessee for
payment of, or to reimburse the Lessee for payment of, the
costs of repairing or restoring the Item of Equipment
which has becen lest or damaged (which application shall be
accompanied by reasonably catlsfactory evidence of such
cost and the comnletlon of such repair or restoration), or
"(ii) if this Ledse 'is terminated with respect to such Item
of Equipment because of a Casualty Cccurrence and the

Lessee has paid the Casualty Value due as a result thereof,
such proceeds shall be aoplled in the manner as is provided

for the disposition of insurance proceeds in Section 11.5

hereof; provided that, if the Lessee is at the time of the
application in default in the payment of any other liability

of the Lessece to the Lessor hereunder, such proceeos may
be applied against such liability.

11.2. Duty of Lessee to Notify Lessor. In the”_;

event that any Item of Equipment shall be or become lost,
stolen, destroyed, or, in.the reasonable opinion cf the
" Lessee, - irreparably damaged or permanently rendered unfit
for use from any cavse whatsoever during the term of this
Lease or thereafter while such Item of Equipment is in the
possession of the Lessee ‘pursuant to Section. 13 or 15
hereof, or title or use thereof shall be reguisitioned or
taken by any governmental authority under the power of
eminent domain or otherwise during the term of this Lease
for a stated period which exceeds the then remaining term:
of this Lease, or the Lessee is unable to veturn any Item
of Eguipment at the end of the term of the Lease because
such Item has been requisitioned or taken by any. govern-
mental authority (any such occurrence beinqg hereinaiter

called a “Caqualty Occurrence® ), the Lessee shall promptly

end fully (after it -has knowledge of such Casualty Occur-

rence) inform the Lessor and any assignee thereof pursuant

to Section 16 hereof in regard thereto and shall pay the

Casualty Value (as defined in Section 11.6 hereof) of such

Item in accordance with the terms of Section 11.3 hereof.

11.2, Sum Payable for Casualty Loss. The Lessee,
on the Term Lease Commencement Date or next succeeding Fixed

Rental payment date or the last day of any storage period

pursuant toO Section 13 hereof, as the case may be, following
its determination that a Casualty Occurrence has taken place-

~18-



with respect to .any Item of Equipment, shall pay to the
Lessor (i) any rentals or other sums. due on or prior to such
date then remaining unpaid, plus (ii) a sum equal to the
Casualty Value of such Item of Equipment as of the date of
such payment.

11.4. Rent Termination. Upon (and not until)
payment of all sums required to be paid pursuant to Section
11.3 hercof in respect of any Item or Items of Equipment, the
obligation to pay rent for such Item or Items of Equipment
accruing subsequent to the Casualty Value payment date shall
terminate, but the Lessee shall continue to pay rent for
all otheir Items of Equipment.

- 11.5. Disposition of Equipment.- The Lessece-shall, as- - -
agent for the Lessor, use 1its best efforts to disvose of . such
Item or Items of Lqulnment having suffered a Casualty Occur—
rence as soon as it is able to do so at ‘the best price avail-

- able; it being understood that the purchaser thereof may be

the Lessee provided that the Lessee shall have so used its.

best efforts and shall 1t>el£ pay such best price. Any such
disposition shall be on an "as-is", "where-is" basis withcut
representation or warranty, express or implied (including,
without llmktatlon,,tnose representaticns and warranties
expressly disclaimed in Section 5 hereof). Upon the lessee's

. request, the Lessor shall provide the Lessee with & bill of

.sale or any other documents reasonably nacessary for the Lessee's
- disposition of the Items suffering a Casualty Occurrence. Any
pavments received at any time by the Lesscr or the- Lessee

- from -any governmental authority, "insurer -or othar party with
respect to a Casualty Occurrence to an Item of Fqulpwent wili

be applied as follows:

(a) so much of such payments as shall not exceed
the Casualty Value required to be.paid purswuant to
Section 11.3 (plus any indemnification payment requlred
‘pursuant to Section 6 hereof) shall be applied in
‘feéduction of the 'Less$eé's obligation to pay such - =~ =~ T "
Casualty Value (plus any such indemnification payment),
if not already paid by the Lessee, or, if already '
paid by the Lessee, shall be applied to reimburse the
Lessee for its payment cf such Casualty Value (plus
any such indemnification payment), and following
such application there shall be pald to the Lessee so
much of the balance, if any, remaining thereafter as
is equal to the excess, if any, of (i) the present
value (at a discount rate of 15%) of the Fair Market
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Rental (determined at the expense of the Lessee and
‘-Lessor shared equally) for such Item for the balance
of the term of the Lease for such Item over (ii) the
present value {(discounted at such rate) of all
remaining Fixed Rent for such Item, and

(b) any remaining balance after such application
and such payment to the Lessee to be thereafter paid
over to, or retained by, the Lessor. : :

Notwithstanding the provisions of Section 18.2 hereof, if
Lessor and Lessee are unable to agree, for purposes of this
Section, .on the Fair Market Rental of an Item or Items of
Equipmant, the same shall be determined by Janney Montgomery
Scott Inc., or such other independent appraiser as may be
mutually acceptable. If Janney Montgomery Scott Inc. refuses
or is unable to act, and the parties are unable tc agree on

a mutually acceptable appraiser, then Fair Market Rental shall
be determined in accordance with the: p*ov131on of Sectien
18.2 hereof. ’ .

11.6. Casualty Value., The Casualty Value of eac
Item of Equiprent shall be an amount determined as of the date
the Casualty Value ' is paid as provided-in this Section 11
(and not the date ©f the Casuvalty Occurrence) equal to that
percentage of. the Total Cost of such Item of Equipment set
" forth in the Schedule of Casualty Value attached hereto as
Schedule C opposite such date of payment, o '

11.7. Risk of Loss. The Lessee shall bear the risk
of loss and, except as hereinabove in this Section 11 provided,
shall not be released from its obligations hereunder in the
event of any Casualty Occurrence to any Item of Equipment from
and after the date hereof and coht'hUing until payment of the
-Casualty Value and all rental installments and other sums .
due on and prior to the date of payment of such Casualty Value
in respect of such Item of Equipment has been made, such Item
" or the salvage thereof lias been disposed of by the Lessor o
and the title to such Item or the calvage thereof and all risk
of loss and liabilities incident to- ownership have been
transferred to the purchaser of such Item or the salvage
therecof.

11.8. Eninent Domain. In the event that during
the term of this Lease the use of any Item of Equipment is
reguisitioned or taken by any governmental authority under
_the power of eminent domain or otherwise for an indefinite
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period or fcr a stated period which does not exceed the term
of this Lease, the Lessee's obligation to pay all install-

nents of rental and other sums shall continue for the ducatlon o

of such reguisitioning or faxlng. So Jong &s no Event of

Default, or event which with the lapse of time or giving of 7~

notice, cr both, shall have occur rea and be continuing, the -
Lecsee shall be entitled to receive and retain for its own
acgount all sums payable for any -such pericd by such govern~
mental authority as compensation for requisition or taking
of possession.

SECTION 12. ANNUAL REPORTS.

12.1. Duty of Lessee to Furrnish. On or before the
first May 1 which occurs more than four wmonths following the
date of this Lease and on each May 1 thereafter, the Lessee -

will furnish to the Lessor and any assighee of the Lesscr
pursuant to Secticn 16 hereof .an accurate statement, as of the
precading December 31 (a) showing the amount, dsscription

.and numbers of the Items of Equipment then leased hereunder,
the amount, description and. numbers of all Items of Equipment
that may heve suffered a Casualty Cco Turrence. during._the 12

t

' months ending'on'such'necemocr 31 (or sincé the date of this
_Lease¢, in the case of the first such atatemcnt), and such

oLher information regarding the condition.or repair of the.
Equivment as the Lessor inay reascnably reguest, and (b).
stating that, in the case of all Equipment. repalnted during
the period ﬂoveved by such statement, the markings requi.red
by Sacticn 4.2 -hereof shall have been preserved or replaced.

12,2,  ‘Lessor's Ingpection Rights. -The Lessor -and
any assignee of the Lessor pursuant fo Section-16 hereof
each shall have the right, at their respective sole cost
and expense, by their respective authorized representative
to inspasct the Equipment and the lLessee's records with respect
thereto, at such time as chall be reasonably necessary to .. _

" confirm thereto the ‘existénce and’ pvopL*-maJntenance of the -

Bquipmerit during the continuance of this Leas

ECTION 2.3. . KETURR OF EQUIPMENT_UPON EXPIRATION OF TERM.

Upon the exviration cof the Lerm of this Leaqe with

'.'respect to any Item of Equipment, the Lessee will, at its

own. cost and expense, at the request of the Lessor, deliver’

possession of such Item of E qu:pment to “the Lessor upon such:




storage tracks of the Lessee as the Lessor may designate, -
or in the absence of such designation, as the Lessee may :
select, and permit the Lessor to store such ltem of Equipment
on such tracks for a period not exceeding 180 days and - '
transport the same at any time within such. 180-day period

te any reasonable place on any railroad lines operated. by

the Lessee or tc any connec tlng carrier for shipment, all

az directed by the Lessor upon not less than 30 days’

written notice to the Lessee. All movement. and storage of
each such Item is to be at the risk and expense of the . .
Lessee, During any such storage veriod the Lessee will .
permit the Lessor or any person designated by it, including .

-the authorized representative or representatives of. any

p*‘ocpec*'ivo purchaser of any such Item, to inspect the _

same; previded, however, that -the Lessee shall not be - .- .-
llable, except in the case of negligence of the Lzssee or

of its employees or oent for any injury to, or the - - -

-death -of, any person exerc131ng, .either. on behalf of thef.wwhﬁi

Lesseor or any prospective purchaser, the. rights of inspec-

‘tion- granted under this. sentence: ~The-assembling, dellveryiw»f'
storage and. transporting of the Equipment as hereinbefore

provided are of the essence of: this Lease, and upon appli~- -
cation to any court of equity having jurisdiction in the

-premises the Lessor shall be entitled to a decree against

"the Lessee réquiring specific performarnce of the covenants: — -

" of the Legsee to so assemble,.delivcr,'otcre and transport

the Bguipment. All amounts earned in-respect of the

BEquipment after the date of expiratiorn of this Lease after
‘deduction of-the reasonable expenses of -the Lessee incident ™

thereto, shall bulona to the Lessor and, if received by
the Lessee, shall be promptly turned ovcr to the Lessor.
In the event any Item of Eguipment is not assembled,

_ delivered and stored as hereinabove provided within 30 -

days after the expiration of this Lease, the Lescee shall,
in addition, pay to the Lessor foir each d&dy thareafter an
amount egual to the amount, if any, by which the higher of
(i) an amount equal to 0.0560000000% of the Total Cost of
suich Item of Eguipment, or (ii) the Fair Rental Value
(determined in the mannexr provided in Section 18 hereof)
for such Item for each such day exceeds the amount, if -
any, received by the Lessor (either directly or from the
Lessee) for such day for such Item pursuant to the preceding -
sentence. ' T ‘ g ' :



SECTION l4. DEFAULT,

14.1. Events of Default. Any of the following
events shall constitute an Event of Defauvlt hereunder:

(@) Default shall be made in the vayment of
any part of the rental or Casualty Value provided in
Section 2 or 11 hereof and such d@faUlt shall continue
for five business days;:

(b) The uossee hall make or permit any a591gnﬂent;
or transfer of this Lease, or of possession of the.
'Equ1pm9n:, or any wortion Lnereof not permitted by this
Lease;

_ (c) Defasult shall be made in the obsurvance,or
performance of any other of the covenants, conditions
and agreements on the part of the Lessee or Waterloo
Railroad Company contained herein, in the Hulk. Purchase
Agreement, in the Reconstruction Agreement or in any. .
other agrepmenr or instrument executed in. connection
"therewith and such default shall.continue. for 30 days
after written notice from the Lessor to the Lessee,
-specifying the default and demunu‘"g the samz to be o
remadied; o - N

(d) B&ny representation or warranty made by the
Legsee ov Waterloo Railrocad-Company herein. in the - -
Hulk Furchass . Agreement, in. the Reconstruction
Agreenant or in any statement or certificate furnished
to the Lessor pursuant ¢o or in connection with this
Lease, the Hulk Purchase Agreement or the Reconstruction-
Agreement is untrue in any material respect as of Lhe"

“Gate of issuance or making thereof; . ST o

(e) Any proceedings shall be commenced by or

2gainst the Lessee for any relief which includes, or
might result in, any modification of the obl*gatlons i
of the Lessee hereunder, under any bankluybcv or in-’
solvency law or laws-relating to the relief of debtors,
readijustments of indebtedness, reorganizations, arrange-.
maents, compositions or extensions (other than a law which
does not permit any readjustments of the obligations of

the ILessee hereunder), and, unless such proceedings.
shall have been dismissed, nullified, stayed or other-
wise vendevred ineffective (but then only so long .as

such- stay shall continue in force or such ineff ectlvenLSQ_



shall continue), all the obligations of the Lessee under
this Lease shall not have been duly assumed in writing,
pursuan® to a court order or decree, by a trustee or
trustees or receiver Or receivers app01nted for the Lessec
~or for the property of the L.essee in connecticn with

any such pvoceeding in such ranner that such obligations
-shall have the same status as obl1ga ions incurred by

such trustee or trustees ov receiver or receivers,

ulth¢n 30 days after such appointment, if any, or 60

days after such proceedings shall have beéen commenced, -
whichever shall be earlier; or - o ‘ '

(f) A .petition for reorganization under Chapter 11
of the Bankruptcy Reform Act of 1978, as now constituted
or as hereafter amended, shall be filed by or against
the Lessee 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 continue),
all the ohligations of the Lessee under this Lease
shall not have been duly assumed in writing, pursuant
to a court order or decree, by such irustee or trustees
appointed in such n»oceed1n*".1n such manner that such
obligations shall have the same status ag obligations
incurred by such trustee or. trustees, within 30 days
after such -appointment, if any, or 60 days after such
petition shall have been. lePd, whichever shell be

- earlier, . '
- .14.2. Remedies., If any Event of Default has occured
and is. continuing, the Lessor or, in the event this Lease :
snall be assigned to an a551gnee pursuant to SecLlon LG hereof
such assignee, at. its option, may: - - -~ - - e s

(a) -Proceed by appropriate court action or actions,
either at law or in equity, Lo enforce performance by
the Lessee of the applicable covenants of this Lease or-
to recover damages for the breach thereof, including
-reasonable attorneys® fees and such additional amounts
. as are sufficient to restore the Lessor or such assignee . -
to the same net after-tax rate of return and after-tax
cash flow, after considéering the effect of the receipt
of such damages and amounts on its United States Federal
income tax and state and lccal taxes or franchise taxes
pased on net income, that the Lessor or such assignee
would have realized or would have beén in had such
breach not occurred; and/ocr ‘ o
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(b). By notice in writing to the Lessee, terminate
this lLezase, whereupon all right of the Lessce to the use

-of the Fquipment shall absolutely cease and terminate as

though this Lease bad never been made, but the Lessee shall
remain liable as hereinafter provided; and thereupon, the
Lessor may by its agents enter upon the premises of the -
Lesse: or other premises where any of the Egquipment may

be located and take possession of all or any of the Items

of Equipment and thenceforth hold, possess and enjoy the
same free from any right of the l.essee, or its successors

or assigns, to use such Items for any purpose whatever,

but the Lessor shall nevertheless have a right to recover

from the Lescsee any and all amounts which mav have accrued
to the date of such termination {(computing the rental for
any number of days less than a full rental period by multi-

'plying the rental for such full rental period by a fraction

of which the numerator is such number of days and the
denominator is the total number of days in such full rental
period) and also to recover forthwith from the Lessee (1)
as damages for loss of the bargain and not as . a penalty,

. whichever of the following amounts the Lessor, in itse sole

discretion, shall specify: (x) a sun with respect to each

-Item of Equiprent which represents the excess of the present -

vorth, at the time of such termination, of all rentals ,
for such. Item which would otherwise have accruwed hereunder:
from the date cf such termination to the end of the term of .
this Lease over the then present worth of the then Fair
Rentel Value of such Item for such.period, such present .
worth to be computed in each case on a basis of an 15%
per annum discount, compounded quarterly from the respec-
tive dategy upon which rentals would have been payable
hereunder had this Lease not been terminated, or (y) an

~amount equal to the excess if any of the Casualty Value of --

such Item of Eguipment as of the rent payment date -on or

immediately preceding the date of termination cver the -
Fair Market Value thereof at such time; provided, however,
that in the event the Lessor shall have sold any Item of .
Equipment, the Lessor, .in-lieu of collecting any amounts - - -

paydable to the Lessor by the Lessee pursuant to the preced- .

ing clauses (x) and (y} of this part (i). with respect
thereto may, if it shall sc elect, demand that the Lessee
pay the Lessor and the Lessee shall pay to the Lessor, on

‘the date of such sale, as ligquidated damages for loss of

a bargain and not as a penalty, an amount equal. to the -
excess, if any, of the Casualty Vvalue of such Item of
Equipment as of the rent payment date on or immediately

- préceding the date of termination cf such item of Eguipment




under the Lease over the net proceeds of such sale, and

~(ii) any ﬂamages and expenses, other than for a failure to
pay rental, in addition thereto, including reasonable
attorneys® fees, which the Lessor shall have sustained by
reason of the breach of any covenant or covenants of this

__Iease other than for the payment of rental, including,.
withcut limitation, the repayment in full of any costs and
expenses necessary to be expanded oy or for the Lessor in
repairing or wmodifying any Item in order to cause it to be
in compliance with all maintenance and reculatory standards
imposed by ‘this Lease, .

.For purposes of Section 14.2 above, the Fair Rental
Value and Fair Market Value for any Item.of Equipment

shall bc determired in the marner provided for appraisal

arrangenents specified in Section 18.2 hereof; provided that .
any sale in & commercially reasonable manner of any Iten of
Equipment prior to any such determination .shall conclusively.
establish the Fair Market Value of such Item and any .rental

in a commercially reasonable mantder of any ITtem of Equipment

prior to any . such determination shall. boncluuively eSLoblloh
the Fair Rental Value of such Item.

- . 1l4.3. Cumulative Remedies.  The remedies in this Lease
provided in favor ¢f the Lessor chall not be deemed exclusive,
but chall be cumulative and shall be in addition to all other

remedies in its favor existincg at law or in equity. fThe Lessece.
‘hereby waives any mandatory reguiremznts of law, now or here- _
after in effect, which might limit or modify any“of the remedies -

herein provided, to the extent that such waiver is permitted

by law., The Lessee hereby waives any and all existing or future
claims of any right to assert any offset against the rent
payments due hereunder, and agrees to make the rent payments
regardless of any ijqet or claim which may be asserted by
the Lessee on its behalf in cénnection with the lease of
tke Equipment.

14,4, -Lessor's Failure to Exercise Rights. The failure
of the Lessor to exercise the rights granted it hereunder

‘upon any occurrence of any cf the contingencies set forth

herein shall not constitute a waiver of any such right upon.

. the continuation or recurrence of any such contingencies or

similar contingencies,

14.5. ‘Notice of Event of Default. The Lessee also-

grees “to furnish Lo the Lessor promphiy upon-any. responsible. ... ..

officer becoming aware of any condition whlch constituted or ..



constitu ites-an Event of bdefault under this Lease or whlch,
after notice ‘lapse of time, or both, would constitute
such an Pvent of Default, written notice specifying such
condition and the nature and status thereof. For the
purposes of this Section 14.5 a "reascnable officer" shall
mean, with respect tc the subject matter cf any covenant,
agreement. or obligation of thez Lessee in this Lease con-
tained, any corporate officer of the Lessee who, in the
normal performance of his operational responsibilities,
would have knowledge of such matter and the requirements

of this Lease with respect thereto.

SECTION '15. RETURN OF EQUIPMENT UPOM DEFAULT, .

15.1. Lessee's Duty  to Return. If the Lessor or any.
assignee of the Lessor pursuant to Section 16 hereof shall

terminats this Lease pursuant tc Section 14 hereof, the Lessee
shall forthwith deliver possession of the Equlpment to the

essor. For the purpose of delivering possession of any: Item
of Eguipment tc the Lessor as above recguired, the Lessee shall

at its own cost, evpaznse and risk (ﬂ"ccp"-aSiheyginafter stated):

(a) Forthwith place such Equiomehu in. such .
reasonable. storage place on the Lesseec's lines of
railroad as the Lessor may designate cor,; in the-
absence of such designation, as the Lessee may select;
provided that, in the event the Lessor shall designate
storage tracks which are then unavailable either
because such tracks are then beinyg used to store
equipment owined by a third party pursuant to a
centractual oollgatlon of the Lessee to provide
storage therefor ov because the storage of the Ttems -
-of Equipment on such tracks would materially impair
the ability of the Lessee to meet its obligations
to pe rform services as a. comnon cdarrier to. the _
public, then the Lessee agrees to so store the Items
of Equipment upon such other storage tracks as shall
then be so available and nearest to such storage
tracis designated by the Lessor;

(b) Permit the Lessor to store such Equipment
in such re2asonable storage place on-the Lessee's
.lines of raiiroad without charge for insurance, - - -
rent o storage until such Equipmant has been soléd,
leased or otherwise disposed of by the Lessor and




during such period of storage the Lessee shall continue
- to maintain all insurance required by Sectlon 11,1 '
hereof; and

(c) Transport the Equipment to any place on
the lines of railroad operated by the Lessee or to
any connecting carrier for shipment, all as the

. Lessor may direct in writing.

'All amounts earned in respect of the Equipment after
the date of termination of this Lease shall belong to the
.Lessor or in the ‘event this Lease has been assigned pursuant -~
to Sectioh 16 hereof, to such assignee, and, if received by
the Lessee, shall be promptly turned over to the Lessor, or
in the case of such ass1qnment, to such assignee. In the event
any Item of Equipment is not assembled, delivered and stcred
~as hereinabove provided within 30 davs after the termination -
of this lLease, the Lessee shall, in addltlon, pay to the Lessor
or, in the case of such assignment, to such assignee for each.
day thereafter an amount.equal to the amount, if any, by which .
~the higher of (i) an amount equal to 0.05600000% of the Total -
Cost of such Item of Equipment, or (ii) the Fair Rental Value.

(determined in the manner provided in Section 18 hereof) for
such Item of Equipment for each such day exceeds the amount,

if any, received by the Lessor or such ‘assignee (either directly
or from the Lessee) for such day for such Item pursuant to the
"preceding sentence.

'15.2. Specific Performance. The assembling, delivery,
storage and transporting of the Equipment as hereinbefore pro--
vided are of the essence of this Lease, and upon application
to any court of equity having jurisdiction in the premises, the
Lessor shall be entitled to a decree against the Lessee requiring
. specific performance of .the. covenants of the Lessee so to
assemble, deliver, store and transport the Equipment.

: --15.3. Lessor.Appointed. Lessee's.Agent. .. Without. in
-any way limiting the obligation of the Lessee under the fore-
going provisions of this Section 15, the Lessee hereby irrevo--
cably appoints the Lessor as the agent and attorney of the
Lessee, with full power and authority, at ‘any time while the
Lessee is obligated to deliver possession of any Items of
Equipmcnt to the Lessor, to demand and take possession of such
Item in the name and on behalf of the Lessee from whomsoever
shall be at the time in possession of such Item,
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SECTION 16. ASSIGNMENTS BY LESSOR.

This Lease and all rent and all other sums due or to
become due hereunder may be assigned in whole or in part by
the Lessor without the consent of the Lessee, but the Lessee
shall be under no obligation to any assignee of the Lessor
except upon written notice of such assignment from the Lessor.
Upon notice to the Lessee of any such assignment, the rent.
and other sums paysble by the Lessee which are the subject
matter of the assignment shall be paid to or upon the written
order of the assignee. Without limiting the foregoing, the
Lessee further acknowledges and agrees that (i) the rights
of any such assignee in and to the sums payable by the Lessee"
under any provision of this Lease shall not be subject to

-any abatement whatsoever and shall not be subject to-any

defense, setoff, counterclaim or recoupment whatsoever whether
by reason of failure of or defect in the Lessor's title or
the failure of the Lessor to afford the right of gquiet enjoy-
ment to the Lessee, or any interruption from whatsoever

cause in the use, operation or possession of the Equipment

or any part thereof, or any damage to or 'loss or destruction
of the Equipment or any part thereof, or by reason of any
other indebtedness or liability, howsoever and whenever
arising, of the Lessor to the Lessee or to any other person,
firm or corporation or to any governmental authority or for
any cause whatsoever, it being the intent hereof that, except
in the event of a wrongful act on the part of such assignee,
the Lessee shall be unconditionally and absolutely obligated
to pay such assignee all of the rents and other sums which
are the subject matter of the assignment, (ii) said assignee
shall, if an Event of Default, or any event which with the
lapse of time or the giving of notice, or both, would con-
stitute such an Event of Default, shall have occurred and be
continuing, have the sole right to exercise all rights,
privileges and remedies (either in its own name or in the
name of the Lessor for the use and benefit of said assignee)
which by the terms of this Lease are permitted or provided to
be exercised by the Léssor (except those rights, privileges -
and remedies relating to amounts payable to the Lessor
pursuant to Section, 6, 10.2, 11l.1 [with respect to public
liability insurance], 20 and 21.2 hereof which shall remain

-enforceable by the Lessor), but if no Event of Default or

event which with the lapse of time or giving of notice, or
both, would constitute an Event of Default, shall have
occurred and be continuing, said assignee and the Lessor may
each exercise their.respective rights, privileges and remedies
stated in this Lease to be provided for their respective
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benefits, and (iii) all obligations of the Lessor to the
Lessee under this Lease shall be and remain enforceable by
the Lessee against, and only against, the Lessor.

It is understood and agreed that the right, title and
interest of any such assignee in, to and under this Lease and
the rents and other sums due and to become due hereunder shall
by the express terms granting and conveying the same be subject
to the interest of the Lessee in and to the Equipment.

SECTION 17. ASSIGNMENTS BY LESSEE; USE AND POSSESSION.

17.)1. Lessee's Rights to the Equipment. So long as
no Event oif Default, or eny event which with the lapse of
time or the giving of notice, or both, would constitute
such an Event of Default, shail have occurred and be continu-
ing, the Lessee shall be entitled to the possession and
use of the Equipment in accordance with the terms of this
Lease, but, without the prior written consent of the Lessor,
the Lessee shall not assign, transfer or encumber its leasehold
interest under this Lease in any of the Equipment. The Lessee
shall not, without the prior written consent of the Lessor,
enter into any sublease with respect to, part with the posses-
sion or control of, or suffer or allow to pass out of its
possession or control, any of the Equipment, except to the
eyxtent permitted by, the provisions of Section 17.2 hereof. No
assignment or sublease¢ entered into by the Lessee hereunder
shall relieve the Lessee of any liability or obligation here-
urrder which shall be and remain those of a principal and not a
surety.

17.2. Use and Possession in Railroad Operations. So
long as the Lesgsee shall not be in default under this Lease,
the Lessee shall be entitled to the possession of the Equip-

.. ment and to the use thereof upon the lines of railroad owned

or operated by it -(either alone or jointly) or by any corpor-
ation, a majority of whose vocting stock (i.e., having ordinary
voting power for the election of a majority of its Board of
Directors) is owned directly or indirectly by the Lessee, or
upon lines of railroad over which the Lessee or such corpora-
tion has trackage or other operating rights or over which
equipment of the Lessee is regularly operated pursuant to
contract or upon connecting and other carriers in the usual

“interchange of traffic or pursuant to run-through agreements,
“but only upon and subject to all the terms and conditions of
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this Lease. Notwithstanding the foregoing, the Lessee shall

at no time throughout the term of this Lease assign or permit

the assignment of any Item of Equipment to service: (including,
without limitation, the regular operation or maintenance
thereof) outside the continental United States, and the

Lessee agrees that the use of the Equipment outside the

continental United States shall be de minimus.

) 17.3 Merger, Consolidation or Acquisition of Lessee.
‘Nothing in this Section 17 shall be deemed to restrict the
right of the Lessee to assign or transfer its leasehold
interest under this Lease in the Equipment or possession of
"the Equipment to any corporation into or with which the
Lessee shall have become merged or consolidated or which
shall have acquired or leased all or substantially all of
the lines of railroad of the lLesgsee, provided that such
assignees, successors or transferces shall have duly assumed
the obligations of the Lessee hereunder and that they will
nct, upon the effectiveness of such merger or consolidation
or acquisition of properties and the assumption of such
obligations, be in default under any provision of this Lease
and that such merger or consolidation or acquisition of

- properties shall not alter in any way the Lessee's obllga-
tions to the Lessor hereunder which shall be and remain
those of a principal and not a guarantor.

- SECTION 18. RENEWAL OPTION; RIGHT OF FIRST REFUSAL

18.1 Renewal Option. Provided that this Lease has
not been earlier terminated and the Lessee is not in default
hereunder, the Lessee may by written notice delivered to the
Lessor not less than 180 days prior to the end of the original
term of this Lease, elect to extend such original term of this
Lease in respect of all but not less than all the Items of
Equipment then covered by this Lease for an additional two-year
period commencing on the scheduled -expiration of such original
term. ‘Such extended term-of the Leéase shall be on the same
terms and conditions as are contained in this Lease, except (x)
as to the amount of rentals, which shall be at a "Fair Market
Rental®™ payable, in arrears in quarterly payments on the-
months and day such rentals were payable for the Items in
each year of the original term and (y) that the Casualty Value
of each Item on the first day of such extended term shall be
equal to the "Fair Market Value" of such Item on such date
and thereafter such Casualty Value shall be reduced on a
straight line basis over the estimated remaining useful life
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of such Item, all as determined by the procedures hereinafter
established. :

18.2. Appraisal Procedure. Fair Market Rental,
Fair Market Value and estimated remaining useful life shall
be agreed upon by the Lessor and the Lessee or determined as
provided in the next paragraph, cn the basis of (and shall
be equal in amount to) the rental or sale value which would
obtain in an arm's length transaction between an informed
and willing lessee or vendee, as the case may be (other than
a lessee currently in possession), and an informed and willing
lessor or vendor, as the case may be, under no compulsion to
.lease or sell, as the case may be, and, in such determination,
costs of removal from the location of current use shall noct
be a deductior from such rental or sale value but there shall
be excluded any rental value or sale value attributable to
additions; modifications and improvements which the Lessee
is entitled to remove pursuant to Section 8 hereof, - prov1ded,
however, that Fair Market Rental shall be determined as
provided in this sentence on the basis of the term and other
terms and conditions of the lease being considered; and
provided, further, that, in the determination of Fair Market
Value, the existence of the Lessee's right of first refusal
pursuant to this Section 18 shall be disregarded. Fair Market
Rental, Fair Market Value and estimated remaining useful life
of the Items shall be determined upon the assumption that the
Items shall have been maintained in accordance with the provi-
sions of Section 8 hereof.

DY

If after 45 days from the giving of notice by the
Lessee of the Lessee's election to extend the term of this
Lease, as provided in Section 18.1 or of the Lessee's '
election to purchase the Equipment, as provided in Section
18.3, the Lessor and the Lessee are unable to agree upon a
determination of Fair Market Rental, Fair Market Value or
estimated remaining useful life, as the case may be, such
Fair Market Rental or Fair Market Value or such remaining
useful life, as the case may be, shall be determined in
accordance with the following procedure: If either party
to such determination shall have given written notice to
the other requesting determination of Fair Market Rental,
Fair Market Value or estimated remaining useful life, by
this appraisal procedure, the parties shall consult for
the purpose of appointing a qualified 1'rdcpendent appraiser
by mutual agreement. If no such appraiser is so ap901nted
-within 10 business days after such notice is given, each
party shall appoint an independent appraiser within-15
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business days after such notice is given, and the two
appraisers so appointed shall within 10 business days afteg.
such appointment, appoint a third independent appraiser.
- If no such third appraiser is appointed within the time
-permitted, the parties shall immediately apply to make
such appointment, to the American Arbitration Association
and both parties shall be bound by an appointment so e
made. Any appraiser or appraisers appointed pursuant to ;i
the foregoing procedures shall be instructed to determine v
Fair Market Rental, Fair Market Value or estimated remainipg
useful life, as the case may be, of the Items subject to .
the proposed extended lease term within 30 days after his ;.
or their appointment. If the parties shall have appointedy
‘a single appraiser.-or if either party shall have failed tq .
appoint an appraiser, the determination of a single appraiger
appointed shall be final. If three appraisers shall be 31 .
appointed, the determination of the appraiser which diffexs-
most from the other two appraisers shall be excluded, the yu
remaining two determinations shall be averaged and such 8
average shall be final and binding upon the partxes heretogae -
- The appraisal proceedings shall be conducted in accordancetk‘
with the Commercial Arbitration Rules of the American e
Arbitration Association as in cffect on the date hereof, f]-
except as modified hereby. The provision for. this appralugl
procedure shall be the exclusive means of determlnlng Fayg
Market Rental, Fair Market Value and estimated remaining e
useful life, unless these are agreed upon by the Lessor ang
the Lessee as provided for herein, and shall be in lieu qof;-
any judicial or other procedure for the determination thereof,
and each party hereto hereby consents and agrees not to
assert any judicial or other procedures. The expenses of -
the appraisal procedure shall be borne equally by the Lessee
and the Lessor. : tF

Coui
18.3. Right of First Refusal. Provided that this
Lease has not been earlier terminated and the Lessee is nq&-.in
default hereunder, in.the event the Lessor decides to selg: any.
one or more Items of Equipment to third parties at the eppira-
tion of the original, or if extended, the extended term of:
this Lease, the Lessee shall be given written notice of such
_intention not more than 180 nor less than 90 days prior o
the expwratlon of such term. The Lessee shall have the gole
right and option to purchase &ll. (but not less than all)lpf-
such Items offered at the Fair Market Value, in cash, ofiz;
such Items as hereinafter provided. Within 10 business gays
" of receipt of notice from the Lessor, the Lessee shall bg.
entltled to exercise such purchase right by delivery to .the-
ise.
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Lessor of a written notice specifying a date of purchase,
which date shall not be later than 180 days after the
expiration of such term of this Lease. 1In the event that
the Lessee shall have delivered a notice of its election

to purchase the Items, this Lease (including the obligation
to pay rent) shall be further extended upon the same terms
and conditions set forth herein from the date such notice
is delivered to the Lessor until the date of such ‘purchase.

18.4. Delivery of Equipment. Unless the Lessee has
eclected to purchase the Items of Egquipment then leased here-
-under or to renew this Lease in respect of such Items of ’
Eqalpnent as provided in this Section 18, all of such Itens
of Equipment shall be returned to the Lessor at the end of
the original term, or the extended term, as the case may be,
in accordance with Section 13 hereof

SECTION 19. INTEREST ON OVERDUE RENTALS AND AMOUNTS
PAID BY LESSOR.

_Anything to the contrary herein contained ' .
notwithstanding, any nonpayment of rent due hereunder, )
or amounts expended by the Lessor on behalf of the Lessee,
shall result in the additional obligation on the part of
the Lessee to pay an amount equal to  20% per annum ’
(or the highest lawful rate, whichever is less) on the
overdue rentals and amounts expended for the period of time
during which they are overdue or expended and not repaid.

SECTION 20. FEDERAL TNCOME TAX INDEﬂNIFICATION. P
(a) Loss of Assumed Tax Beneflts.' If: 5

- , i T . ] ¥

(i) *+he Lessor is not allowed for its . T o

calendar 1981 taxable year-an investment .credit . .
under Section 38 and related sections of the Code e

with respect to any one or more of the Items of o :
- Equipment of not less than 10% of the Reconstructlonm _ -
: Cost w1th reqpect to such Item or Items,'or -

{1il) the Lessor is not allowed the benefit -
~of current deductions for depreciation, commencing
7" with the first day of its calendar 1981 taxable. o
% 'year, on .any one or more of the Items. under Sectlongm”""
‘ 167(a) of the Code (x) computed pursuant to the 7
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asset depreciation range system of Section 167(m)
of the Code and Section 1l.167(a)-~11 of the income
tax regulations, (y) computed on the basis (A) of
a net salvage value of zero, (B) that the basis of
such Item or Items under Section 167(g) of the
Code is not less than the Total Cost with respect
to such Item or Items, and (C) that such Item or

. Items have an asset depreciation period of 12-
years, and (z) computed (A) pursuant to the double
declining balance method of depreciation, switching
to the sum of the years digits method of depreciation,
with respect to the Reconstruction Cost, and (B) ‘
pursuant to the 150% declining balance method of
depreciation, switching to the straight line methed
of depreciation, with respect to the Hulk Purchase
Price; or ' '

(iii) any investment credits or deductions
for depreciation with respect to any one or more
of the the Items are recaptured in whole or in
part pursuant to Section 47 or Secticn 1245 of the
Code or any successor provigion or provisions
thereto; or

(iv) any amount includible in the gross income
of the Lessor with respect to any one or more of the
Items or any deduction allowable to the Lessor
‘with respect to such Item or Items shall be treated
as derived from, or allcoccable to, sources outside
the United States; or ‘

(v) eny amount is included, at any time prior.
to the end of the term of this Lease (including
any renewal terms), in the grosc income of the
Lessor as a result of any repair, improvement,
alteration, modification or addition (including
replacement of parts) to. such Item or Items made
by the Lessee (herein called a “"Capital Expenditure”);

(vi} this Lease is not treated as a lease for
purposes of the Code; :

(any such failure to allow, such recapture, such treatment
of income or deductions as derived from or allocable to
scurces without the ‘United States, such inclusion in gross
income as a result of a Capital Expenditure, or such mis-
treatment being herein called a "Loss"), then, subject to
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paragraph (b) of this Section 20, the Lessee shall pay to
the Lessor as an indemnity the amount or amounts set forth
in paragraph (d) of this Section 20 at the time or. times
set forth therein. »

~ {b) Indemnification and Exceptions. Except
as hereinafter provided, the Lessee shall be required
to indemnify the Lessor with respect to any Loss that
results from: ‘

(i) a Loss described in clause (i) or (ii) of
paragraph (a) of this Section 20, if such Loss
| . results from the use of an Item by any person so as
. to preclude the "original use of such property"
‘ within the meaning of Section 48(b) or Section
1 167(c)(2) of the Code, or any successor prov1alons,
b from commencing with the Lvusor,

; (ii) the failure of an amount not less than the’
\ Reconstruction Cost of any Item or Items to -qualify
‘ ‘ - for the investment credit and double declining

- balance depreciation in the hands of the lLessor;

(iii) the Lessee's use of an Item or Items in
such a manner as to result in a Loss described in
clause (i), (ii), (iii), (iv) of paragraph (a) of
this Section 20; :

(iv) a Capital Expenditure; or

(v) any act, or failure to act, at any time,
by the Lessee or any of its officers,; employees or
agents (including, without limitation, any act, or
failure to act, in resspect of the income tax
returns of the Lessee insofar as they relate to
the transaction contemplated by this Lease and

" related documents, it being understood that the
Lessee will not take or fail to take any action if
such act or failure to act is inconsistent with
the Lessor being treated as the owner, and the
Lessee being treated as the lessee, of the Eguipment
for Federal, state and local income tax purposes).

However, the Lessee shall not be required to
indemnify the Lessor with respect to any Loss that
results solely and directly from:
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(i) a Casualty Occurence, if the Lessee has
made all payments with respect thereto that are
\ required to be made pursuant to Section 11 hereof;

(ii) a voluntary disposition by the Lessor of.
its ownership interest in any Item or Items, if such
disposition (x) shall be the direct cause of such
Loss with respect to such Item or Items, (y) shall
occur at a tiwme while no Event cof Default (and no
event that, with the lapse of* time or the giving

_ of notice, or_both, would constitute an Event of
| ) . Default) has occurred and is continuing, and (z)
| : shall not be pursuant to the written consent of
- the Lessee;

(iii) the failure of the Lessor to claim in a
timely and proper manner on its income tax returns
for the appropriate years any credits or deductions
contemplated by paragraph (a) of this Section 20
unless the Lessor shall have been advised by Messrs.
Donovan Leisure Newton & Irvine, or such other inde-
pendent tax counsel selected by the Lessor and
-approved by the Lessee (which approval shall not
be unreasonably withheld), that there is no reason-
able basis for claiming any such deduction or
credit;

(iv) the failure of the Lessor to have suf-
ficient Federal income tax liability against which
to apply such credits or sufficient income to benefit
» from such depreciation or interest deductions;

(v) the failure of the Lessor to take timely
action in contesting a claim made by the Internal
Revenue Service, but only if such action is required
by the terms of paragraph (c)} of this Sectlon 20;

(vi) any am@ndment to, or change in, the
Code, the income tax requlations thereunder or
published administrative or judicial interpretations
of the Code or such regulations, which change or
amendment is not enacted and does not have an
effective date on or prior to August 1, 1981; or

‘ (vii) any act, or failure to act, at any
time, by the’'Lessor or any of its officers,
employees or agents, which is inccnsistent with the




Lessor's obligations hereunder, except at a time
when an Event of Default (or an event that, with
the lapse of time or the giving of notice, or both,
would constitute an Event of Default) has occurred
and is continuing. '

(c) Proceedings, If at the conclusion of
any audit the Lessor recelives a preliminary or "30-day"
letter from the Internal Revenue Service proposing an
adjustment in any Item that, if agreed to by the Lessor,
would result in a Loss with respect to which the Lessee
would be required to indemnify the Lessor pursuant to
this Section 20, the Lessor shall promptly notify the
Lessee of such proposed adjustment and shall furnish to
the Lessee a statement describing such Loss in reason-
able detail, 1If requested to do so by the Lessee, within
20 days after receipt of such statement, the Lessor
-shall promptly reguest from Messrs. Donovan Leisure
Newton & Irvine, or such other independent tax counsel
as may be selected by the Lessor and approved by the
Lessee (which approval shall not be unreasonably withheld)
(the "Special Tax Counsel"), their opinion as to whether
there is a meritorious basis for contesting such proposed
adjustment. If the opinion is to the effect that there
is a meritoricus basis for contesting such proposed
adjustment, the Lessor shall contest such proposed adjust-
ment beyond the level of the Internal Revenue Service
auditing agent by such administrative proceedings, if
any, as may be determined by the Lessor in its sole
discretion. Upon the conclusion of such administrative
proceedings, if any, the Lessor chall promptly notify
the Lessee of the final adjustment proposed by the
Internal Revenue Service and, if the Lessor receives
.within 30 days after such notice a written reguest to do
so from the Lessee, the Lessor shall promptly request
from Special Tax Counsel their opinion as to whether
there is a meritorious basis for contesting such final
adjustment in a court of competent jurisdiction. If
the opinion is to the effect that there is such a
meritorious basis, the Lessor shall contest such final
adjustment in a court of competent jurisdiction. If the
Lessee requests the Lessor to appeal the decision of
such a court or of any intermediate appellate court, the
Lessor shall promptly request from Special Tax Counsel
their opinion as to whether there is a meritorious basis
for appealing such decision. If the opinion is to the
effect that there is a meritorious basis for appealing
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such decision, the Lessor shall appeal such decision.
The Lessor in its sole discretion, shall determine the
initial and any appellate court and shall determine
whether the proceedings shall be for redetermination of
the deficiency proposed to be assessed by the Internal
Revenue Service or for refund of taxes paid based on
such deficiency. The Lessor shall not be required to
take any action as set forth in this paragraph (c¢) unless
and until the Lessee shall have agreed to indemnify the
Lessor in a manner satisfactory to it for any Loss that
results from an adverse determination with respect to
the proposed adjustment and shall have agreed to pay to
the Lessor on demand all reasonable out-of-pocket costs
and expenses, including without limitation attorneys'

‘fees and expenses incurred by it in connection with the

taking of such action. If the Lesgor elects to pay
taxes based on a proposed deficiency and sue for a
refund thereof, and if the proposed deficiency would be

a Loss with respect to which the Lessee would be required -

to indemnify the Lessor, then the Lessee shall pay to the
Lessor on demand the amount of such taxes and interest
thereon which the Lessor shall have paid, and if the
Lessor subsequently receives a refund of all or any part
of such taxes and interest, it shall promptly pay to the
Lessee the amount of such refunded taxes and interest
plus the amount of any interest received by the Lessor
from the United States Government with respect tc such-
refunded taxes and interest. Notwithstanding anything

to the contrary contained in this paragraph (c), the
Lessor may at any time, whether before or after commenc-
ing to take any action with respect tc a proposed
adjustment, decline to take any further action with
respect thereto, provided that, if the Lessee has
properly reguested such action pursuant to this paragraph
(¢), the Lessor notifies the Lessee that it waives its
right to any indemnity with respect to any Loss that will
result from acceptance.of such proposed adjustment.

(d) Amount and Time of Payment of Indemnity.
The amount of indemnity payable by the Lessee pursuant
to this Section 20 with respect to a Loss shall be such

amount as will result, in the Lessor's reasonable

judgment, in preserving for the Lessor both the after-
tax rate of return and the after-tax cash flow that

would have been realized by the Lessor if such Loss had
not occurred, (i) based on the rates of Federal, state
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and local taxes on, based on, or measured by, net income
in effect from time to time, and (ii) in all other
respects based on the assumptions and methods of calcu-
lations utilized by the Lessor in originally evaluating
the transaction described in this Lease and related
documents. The amount of such payment of indemnity
shall reflect (A) the amount of interest, additions to
tax and penalties payable by the Lessor with respect to
such Loss, (B} the amount of Federal, state and local
taxes on, or measured by, net income (at the rates in
effect from time to time), interest, additions to tax
and penalties incurred by the Lessor as a result of the
receipt of such indemnity payment, and (C) any amount
paid by the Lessee to the Lessor pursuant to the next-
to-last sentence of paragraph (c¢) of this Section 20
which is not repaid by the Lessor to the Lessee pursuant
to such sentence. The Lessor shall furnish the Lessee
with a notice setting forth in reasonable detail the
computations and methods used in computing such amount of
indemnity.

In determining the amount of indemnity payable
by the Lessee pursuant to this Section 20 with respect
to a Loss which results from a Capital Expenditure, there
shall be taken into account any investment. credits and
depreciation deductions to which the Lessor is or
expects to be entitled with respect to such Capital
Expenditure in the year in which the Capital Expenditure
is made and in subsequent years, but if any such
investment credits or depreciation deductions are
subsequently disallowed, recaptured or treated as
derived from or allocable to sources outside the United
States, such disallowance, recapture or allocation
shall be treated as lLoss described in clause (i);

"(ii), (iii) or (iv) of paragraph (a) of this Section
20, as the case may be,

The Lessee's obligation to pay any indemnity
payable pursuant to this Section 20 with respect to a
Loss shall become unconditional (1) in the case of a
Loss that is required to be reflected on a tax return
of the Lessor, 30 days after the date such tax return
is filed; (2) in the case of a Loss that results from a-
proposed adjustment of the Internal Revenue Service
that is not contested pursuant tc paragraph (c) of this
Section 20, 30 days after the Lessee's receipt of the
statement referred to in the first sentence of paragraph
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(c) of this Section; and (3) in the case of a Lose that
results from a propcsed adjustment of the Internal Revenue
Service that is contested pursuant to paragraph- (¢) of this
Section, 3¢ days 2 Lef the day on which quch contest is

o

finally concluded.

The Lessee shall pay Lo the Lessor a lump sum
indemnity at the time its obligation to pay indemnity

pursuant to this Section 20 becomes unconditional, (A)
with respect to a Loss described in clause (i) of '

paragraph {(a) of this Section 20, and (B) with respect

to any other Loss, 1f the Lessee's obligation to pay
indemnity pursuant to this Section 20 becomes unconditional
on or after the tewvmination of this Lease.  "Any other
indemnity pavable vursuant o this Section 2¢ shall be

st Uﬂtured a@s lev;l future rent increases, and the

Lessee shall commence payment of such increased rent on
the first rental payment date after the Lessee's obligation
to pay imdemnity pursuant to this Section becomes
unconditional. The amount of increased rental resul: 1ng

‘from any one Loss shall be adjusted from time to time

for esch change in the rates of Federal, state and
local taxes on, based on, or measured by, net income
which affects the Lessor's net after-tax rate of return.

-or after-tax cash flow.

(e) Adjustment of Casualty Values. In the

event that the Lessee shall be required to indewmnify

the Lessor pursuant to this Section 20 with respect to
a Loss relating ‘to an Item or Items, upon payment of
soch indeamnity the Casualty Vaiue of such Item or Items

‘shall be appropriately adjusted so as to - reflect, among
.other things, the reduction (if any) in taxes that will

be payebls upon a Casualty Cccurvrence with respect
thereto, and so that the Casuvalty Value of the Item cor

-Items ‘as adjusted shall preserve for the Lessor the

after-tax rate of return and after-tax cash flow that
the Lessor expects to realize from the trahsaction
descéribed in the Lease and related: documents.

£) Payments of Indemnity. All payments of

-1ndamn1ty mﬂdc pursuant to this Section 20, whether
-payable in a lump sum or in the form of increases in.

fuoture rental paynents, shall be made by the Lessee
directly to the Lessor by transfer of immediately
available funds to an account of the Lessor in such
manner as the Lessor shall, from time to time, specify
in written instructions given to the Lessee.
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SECTION 21. MISCELLANEOUS.

21 ] NOthv.. Any notlce rcqu;red or permltted

be in erLlng ana &nall te deemgd to have been glvcn"*“-“
‘when delivared personally or otherwvise actually received
at the followihg addresses:

If tc ths Lessor: Seventeenth HFC Leasing Corporation
' ' 2706 Sanders Road , :
Prospzct Heights, Illinois 60070 - - -
Attention: Dwight Brackett o

"1
th

“to. the Lessee: Illinois Central Gulf Ra:lroad Company
” Two Illinois Center
223 Nortly Michigan Avenue
Chicago, Illincis 60601 - -~ = -
~Attention: Treasurer o

"or at- such other addr ess,as surb pqrty'shall'hereafter
furnish to the other

21..2. 1lgut of . uesCOL‘ to Perform. If the -
essee shall 3 axl-Lu comply with any of 1ts convenants
ein contained, the Tessor or, in the case of an
gﬂmen; by the Lessor pursuant to Section 16 hereof,
he assignee thegeunder may, but shall not be obligated
o, make advances to porforn the same and to take all
gsuch action as may be necessary to obtain ohCh performance.
Any paynent so wade by any such party and all cost and
expencge (including, without limitation; reasonable .
"attorneys' fees and expenses)-incurred in - connectien- - - . -
 therewith shall be payable by the Lessece to the party
‘naking the same upon denand as additicnal rent hereunder,
with interst at the lesser of the rate of 20% per
annum o¥ the maximum rate allowed by law.

21.3. Execution in Counterparts. This Lease,
and any lease suppiemental hereto, may be executed in .
several counterparis, each of which so executed shall
be deemed to be an origina’ and in each case such
counterparts shall congtitute but one and the same
instrument.

: 21.4. Law Governing. This Lease shall be
constreed In accordance with the laws of the State of-
© Illinois; provided, however, that -the -parties shall -be
.entitled to all rights conferred by any.applicable .
Federal statute, rule or regulation. '




21.5, Headings and Table of Contents. All-

" Section headings and the Table of Contents are inserted .

for convenience only and shall not affect any conbtructlon

or 1nterpvetatlon of this Lease, -

21.6. Severablllty. Any prov151on of thls
Lease which 1s prohibited or unenforceable in any
jurisdiction shall be as to such jurisdiction 1neffegt1ve
to the extent of such prohibltlon or unenforceability
without invalidating the remaining provisions hereof,

. and any. such prohibition or unenforceability in any .

Jurlsdlctlon shall not invalidate or render unenforc"able

‘'such provisicns in any other ]urlsdlctlon.

IN WITNESS WHERFOF, the parties hereto have

-caused. this Lease to be executed by their respective

of ficers thereunder duly authorized as of the day and
year first sbove written.

[CORPORATE SEAL] SEVENTEENTH HFC LEASING CORPORATION

DUTEST: ‘ By —S75 .
1ts Vice President

LCORPORArrlh SEAL] ILLINOIS CENTRAL GULF RATLROAD COMNPANY

ATTEST: ' /4%?%%&42221 o
E: Z ' Its Vice Pre51dent -

Asoquant Qecxetary




STATE OF ILLINQIS) :
. ) ’ B
COUNTY OF COOK )

On this,ﬁi%&*day of December; 1980, before me
personally appeared \S;‘;Zkﬁgﬁfr7‘, to me

~personally known, who being by me duly sworn, says that

he is an Authorized Officer of SEVENTEENTH HFC LEASING
CORPORATION, that one of the seals zffixed 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 exe-
cution of the foregoing instrument was the free act

and oned of said corporatlon.

L’ - (:)Notarz/ﬁublic

'[NO”ARTAL SEAL)

M_{ COIT‘IT' ssion ex*nres :

N
.

STATE OF ILLINOIS)
) SS
COUNTY OF COOK )

: On this 23K]) day of December, 1920, before me
personally .appeared &£ KN KER ' , to
me personally known, who being by me duly sworn, says
that he is a Vice President of ILLINOIS CENTRAL GULF
RAILROAD COMPANY, that one of the seals affixed to the
foregoing instrument was signed and ‘sealed on 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 acL and deed of said
ccrporatlon.

ié‘«ﬁ“‘7ﬁ”’: | Q_’Z41Lcéla;114§%f Cglézbv

DI : | Notary Public

[NOTARIAL SEAL]

My commission expires: /-27-82



4.'DESCRIPTION OF ITEMS OF EQUIPMENT

‘Texm Lease Commencement Date: - Ahgust 1, 1981
 _Ou£side Deliyery.Date:. - July.iS, 1981

Place of Dbelivery: o Paducah, Kénfﬁcky

ﬁesﬁriptidn cr Equipmenf: - 3 Rebuilt'GP4ll biesel

Electric Lacomotiveés

Marked and Numbered ICG:

through ICG
- _8753.__+ inclusive.

16 Rebuilt SW-14 Diesel
Electric Locomotives
‘ Marked and Numbered
¢ ' . ~ ICG 1449 through ICG

1464, inclusive:

2 Rebuiilt GP-26 Dicsel
Electric. Locomotives
Marked and Numbered

ICG 26Q1and ICG ZQQZ'

SCHEDULE A
(to Eguipment Lease)




CERTIFICATE OF ACCEPTANCE
UNDER EQUIPMENT LEASE o

TO: Seventeenth HFC Leasing Corporation’
(the "Lessor")

I, a duly appointed and authorized representative
of ILLINOIS CENTRAL GULF RAILROAD COMPANY (the "Lessee")
under the Equipment Lease dated as of December 1, 1980
between the Lessor and the Lessee, do hereby certify
that I have inspected, received, approved and accepted

delivery under the Lease of the following Items of Equlpment.

TYPE CF EQUIPMENT:

. PLACE ACCEPTED:
DATE ACCEPTED:
NUMBER OF UNITS:
MARKED 74ND hUMPERED'

_ I do further certify that the fore901ﬂg Items
of Eguipment are in good order and condition, and
conform to the specifications applicable thereto, that
the Lessee has no knowledge of any defect in any of the
foregoing Items of Equipment with respect to design,
manufacture or condition or in any. other respect, and
that each Item has been labeled by means of a plate or
a stencil printed in contrasting colors upon each side
of the Ttem in letters not less than one inch in height
as follows:

"Leased from a Financial Institution ard
Subject to a Security Interest Recorded with
the 1.C.C."

The execution of this Certificate will in no way
. relieve or decrease the responsibility of the Seller or
Rebuilder (as defined in the Reconstruction Agreement) for
any warranties it has made with respect to the Equipment.

Dated: ., 198

Inspector and Authorized
Representative of the Lessee

SCHEDULE B

(Lo Tovipmant Lease)




SCHEDULE OF CASUALTY VALUE

The Casualty Value for an Item of Equipment payable on the
Term Lease Commencement Date or any Fixed Rental payment date
_-thereafter shall mean an amount equal to the percent of the Total
Cost of such Item set forth opposite such date in the following
© schedule (as the same may be 1ncreased pursuant to Annex 1 to this
'Schedule C): : : _ .

Term Lease‘Commehcement Date - A
or date of Fixed Rental S Percentage of Total

Payment on which~ - o Cost Payable as
Casualty Value 'is Paid L "~ Casualty Value
. Term Lease Commencement Date : o -84 .7443
October 1, 1981 - - : 84.5807
January 1, 1982 - o - 84,1364
- April 1, 1982 ‘ 84.2772
July 1, 1982 - : . . 84.4742
. October 1, 1982 , _ 84,7443
January 1, 1983 I ' 83.1966
April 1, 1983 ' o I 83.2623
July 1, 1983 o ' ' 83,3949
October 1, 1983 : o 83.6138
January 1, 1984 ' : 81.6473
" April 1, 1984 - C '81.6374
July 1, 1984 ' - - 81,7158
October 1, 1984 - . . 81.7526
January 1, 1985 , : 79.7247
April 1, ‘1985 : B 79.5352 |
‘July 1, 1985 ‘ - 79.4120
" October 1, 1985 , 79.3745
January 1, 1986 o 77.0242
April 1, 1986 : : 76.73%94
~July 1, 1986 ‘ : 76.5481
October 1, 1986 ' : . 76.3049
‘January 1, 1987. = : 73.9848
. April 1, 1987 : . 73.5110
July 1, 1987 ' . 73.0950
‘October 1, 1987 ’ : B '72.7547
-January 1, 1988 o , 70.2015
April 1, 1988 o _ , 69.6183
July 1, 1988 : S 69.1164

. October 1, 1988 ' 68.5485.
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SCHEDULE OF CASUALTY VALUE  continued

Term Lease Commencement Date

or date of Fixed Rental - " Percentage of Total
. Payment on which : C Cost Payable as
Casualty Value is Paid - o - .- -Casualty Value -
- January 1, 1989 , ‘ 66.1144
April 1, 1989 C _ 65.3289
. July 1, 1989 = = ' - , 64.5854
October 1,1989 : . 63.8990
January 1, 1990 : o : . 61,3203
April 1, 1990 - R ‘ 60.4129
July 1, 1990 C ’ '59.5445
October 1, 1990 a 58.7298
January 1, 1991 _ ' 56.0503
April 1, 1991 : . - 55,0155
July 1, 1991 : - 54.0148
October 1, 1991 _ S 53.0623
January 1, 1992 = . : 50.3256
April 1, 1992 . : . 49.1582
July 1, 1992 S S 48.0184
October 1, 1992 SR ' : 46.9191
January 1, 1993 : S : ’ 44.1810
April 1, 1993 o 42.8778
July 1, 1993 : , ' 41.5938
October 1, 1993 o " 40,3404
January 1, 1994 : 37.6564 -
April 1, 1994 .. 36,2152
July 1, 1994 . ' 34.7830
October 1, 1994 - C 33,3691
January 1, 1995 30,7634
April 1, 1995 ' 29,1787
July 1, 1995 - ‘ 27.5916
October 1, 1995 - ‘ , : 26.0093
January 1,1996 ' - ' 23.4869
- April 1, 1996 . 21,7507
~July 1, 1996 - (and assuming no 20.0000

renewal, during’
~any storage period)

-



ANNEX 1 TO SCHEDULE C
~ _(to Equipment Lesse)

The percentages set forth in Table 1 to this Schedule C .

- have been computed without regard to recapture of the Investment

- Credit provided for in Section 38 and related sections of the
Internal Revenue Code of 1954, as amended. Consequently, the
Casualty Value of any Item of Equipment suffering a Casualty

" Occurrence on or before the third, fifth or seventh anniversary of
the date of delivery and acceptance of such Item shall be increased
by ‘the applicable percentage of the Total Cost set forth below:

" Anniversary of o - | Percentage of
Delivery and Acceptance @ - : ~Total Cost
?;{‘; ' o AA Third ‘ : R - 17.0291%
|  Fifth - | - 11.3526%

" Seventh - o 5.6763%




