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" Dear Ms. McGee:

Enclosed for recordation pursuant to the provisions of
49 U.S.C. Section 11303(a) is a Railroad Equipment Lease dated

as of December 15,

1986,

a primary document as defined in the

Commission's Rules for the Recordation of Documents.

The names and addresses of the parties to the enclosed
document are:
Lessor: Great Western Leasing Corporation
555 California Street
San Francisco, California 94104

Lessee: The Chesapeake and Ohio Railway Company
c/0 CS8X Transportation
100 North Charles Street
Baltimore, Marvland 21201

A descrlptlon of the railroad equipment covered by the
enclosed document is set forth in Exhlblts A-1 and A-2 attached
hereto and made a part hereof.

Also enclosed is a check in the amount of $10 payable to
the order of the Interstate Commerce Commission covering the
requlred recordatlon fee.
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Ms. Noreta R. McGee

Secretary _
Interstate Commerce Commission
December 19, 1986

Page Two

Kindly return the stamped original of the enclosed docu-
ment to Charles T. Kappler, Esa., Alvord and Alvord,
918 Sixteenth Street, N.W., Washington, D.C. 20006

" A short summary of the enclosed primary document to
appear in the Commission's Index is:

Railroad Eguipment Lease dated as of December 15,
1986 between CGreat Western Leasing Corporation,
Lessor, and The Chesapeake and Ohio Railway Company,
Lessee, covering one hundred twentv-seven (127)
bulkhead intermodal railroad cars bearing marks

and numbers NYSW 6813-6835, 6861-6902 and 7000-7061.

Very truly yours,

CZE . TT Syl

Charles T. Kappler

Enclosures



Nunmber

of Cars

33

62

DESCRIFTION OF ITC CARS

Jdentifying Mark
and Numbers

RYSW 6870 through
NYSW 6902, inclusive

NYSW 7000 through
NYSW 7061, inclusive

Lessor's
cost

$165,897

$167,000

Exhibit A-1



Number

of Cars

23

h

DESCRIPTION OF NON-ITC CARS

Jdentifying Mark
and Numbers

NYSW 6813 through
NYSW 6835, inclusive

NYSW 6861 through
NYSW 6869, inclusive

Lessor's
cost

$169,750

$165,897

Exhibit A-2
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Fnteestate € onmerre Lonmission |
Washington, B.C. 20423 , 12/19/86

QFFICE OF THE SECRETARY

Charles T. Kappler
Alvord & Alvord

. 18 16th St. N.W.
Waahington,n.é. 20006

Dear .,

The enclosed document {s) was recorded pursuant to the provie:

sions of Section 11303 of the Interstate Commerce Act, 49 U.S5.C.

‘11303, on 12/19/86 54 2:05pm ’ and assigned re-

recordation number (s). 15131

_ Sincefely yours,
e Y BT

Enclosure (s) ;

SE-30
(7/79)



RECORDATION O,

9w

2" 5 pp

DEC 19 7005
PEC 13 1936

INTERSTATE £

RATLEOAD EQUIPMENT LEASE
Dated as of December 15, 1986
Between
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THE CHESAPEAKE AND OHIO RAILWAY COMPANY
("Lessee")

relating to

127 Bulkhead Intermodal Railroad Cars



TABLE OF CONTENTS

PAGE
Section 1. DefinitiOnS .. eieetenseseccnrossnsornsasnssssananss 1
Section 2. Lease Of CarS.ereeeruessonsrtonssnsosasncsnesonncnan 4
Section 3. Acceptance, Lease and Funding.....coveieneeccannne 4
Section 4. Term Of LBa5€.. e ciincivecsnnossnonsnssnsossanasen 6
Section 5. Basic Rent, Payment Dates and Place of Payment.... 6
Section 6. Additional Rent Payable by Lessef.....c... erem s 7
Section 7, Renewal Option. ..o snnonnenanns ceeeeaae 7
Section B. Early Termination OptiON..ceeevseessesovsccnnnnans 8
Section 9. Purchase Option..............................7.... 9
Section 10. Lessee's Representations and Warranties........... 10
Section 11. Lessor's Representations and WarrantieS..eeeeevene ‘11
Section 12. General Indemnity.................. s D 4
Section 13. General TaX INdemNity.eeeuiesesvecsnooaronaanannsne 13
Section 14. Special Income Tax Indemnity........... cesecasnnnn 15
Section 15. Risk of Loss and Payment of Loss Value...oeveuveens 17
Section 16. Repair and MaintenanCe...eeeesceessoseessccnaaronn 18
Section 17. Disclaimer of Warranties. . ceeeeeecncennena cerne. . 18
Section 18. Operating Rules and RegulationsS....eeereenvennns . 19
Section 19. Ownership; Liens; Personal Property...ceesececses . 1%
Section 20. ASSIgNMENtS.eseeenrcaannans cerretsreunannccerernenn 20
Section 21. Events of Default.....cevenenen et eeesnsaesansnnee 21
Section 22. Surrender Of the CaArS.cescecseerrveccanensssronans 24
Section 23. INSUr AN et ettt v ronarsocessosanosnscscnonssnnnsnns 25
Section 24. NEt LS8 .t eneereneeanenscecnnnossnsassannosonannenns 27
Section 25. NOtiCeS.uunnnnn cedseureerreesa e s .e 27



Section 26.
Section 27.
Section 28.
Section 29.
Section 30.
Section 31.
Section 32.

Section 33.

ATTACHMENTS

Exhibit A

Exhibit B

1

Exhibit C

Exhibit D

Exhibit E

Annual Reports and InsSpeCtioN..eieecensnossnoas ‘e
RECOIdiNg e s eunenevoaronesenescsosnonasnnnssacansns
Lessor's Right tO PerfOrm fOr LeSSe€......eoaveens
Binding EffeCt.cececeanaess teeseeasonuse ........;.
Severability...veeenecnen cesvesevesessenscansscann
Lessee's Right to Possession and UsS€......c.s. eaen
Governing Law........ Gemeenaaan B, “ue
Execution in CounterpartS..eeeieeeccnnsasacsasccanan

TO RAILROAD EQUIPMENT LEASE:

Description of Cars

Certificate of Acceptance

Termination Values

Description of Opinicn of Counsel for Lessee

Logs Values

—ii-

27

28

28

28

28

29

29

29



RAILROAD EQUIPMENT LEASE

THIS RAILROAD EQUIPMENT LEASE dated as of December 15, 1986
("Lease"), by and between GREAT WESTERN LEASING CORPORATION, a California
corporation, as lessor ("Lessor"), and THE CHESAPEAKE AND OHIO RAILWAY
COMPANY, a Virginia corporation, as lessee ("Lessee").

WITRESSETIH:

WHEREAS, Lessor has purchased or will purchase 127 bulkhead
intermodal railroad cars pursuant to a purchase agreement dated as of December
15, 1986 (the "Purchase Agreement") (such cars, as identified on Exhibits A-l
and A-2 hereto, hereinafter called individually a "Car" and collectively the
"Cars"); and

WHEREAS, Lessor desires to lease the Cars to the Lessee, and Lessee
desires to lease the Cars from Lessor, upcon the terms and conditions set forth
herein.

ROW, THEREFORE, in consideration of the covenants set forth herein
and other good and valuable consideration, the receipt of which is hereby
acknowledged, Lessor and Lessee agree as follows:

SECTION 1. DEFINITIONS.
The following terms shall have the fbllowing meanings for all
purposes of this Lease, which meanings shall apply, unless the context

otherwise requires, to both the singular and plural of such terms:

Additional Rent shall have the meaning set forth in Section 6 hereof.

Affiliate of any Person means a Person controlling, controlled by, or
under common control with, such Person.

After-Tax Basis shall have the meaning set forth in Section 12

hereof.

Association of American Rajlroads means the trade association of
railroad companies with principal offices at 1920 "L" Street, N.VW.,
washington, D.C. 20035.

Basic Rent shall have the meaning set forth in Section 5 hereof.

Basic Term shall have the meaning set forth in Section 4 hereof.
Benefits shall have the meaning set forth in Section 14 hereof.

ar and Cars shall have the meanings set forth in the Recitals
hereto.
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Certificate of Acceptance means a Certificate of Acceptance, in
substantially the form attached hereto as Exhibit B.

Claims shall have the meaning set forth in Section 12 hereof.

Closing Date means each date on which Lessor shall pay the purchase
price of any Car, designated by Lessee by giving at least two . days' notice
prior to such date (which notice may be telephonic, confirmed in writing) to
Lessor, and on which Lessor will deliver such Cars to the Lessee hereunder.

‘Code means the Internal Revenue Code of 1986, as amended to the date
of this Lease.

Commencement Date shall have the meaning set forth in Section 4

hereof.

Document Closing Date means the date on which the document closing
contemplated by Section 3(b) hereof is held, as designated by Lessee by giving
at least five days' notice prior to such date (which notice may be telephonic,
confirmed in writing) to Lessor.

Event of Loss shall have the meaning set forth in Section 15 hereof.

Event of Default shall have the meaning set forth in Section 21

hereof.

Fair Market Value Opinion shall have the meaning set forth in Section
9 hereof.

First Rent Pavment shall have the meaning set forth in Section &

hereof.

Interest Deductions shall have the meaning set forth in Section 14
hereof. '

Investment Credit shall have the meaning set forth in Section 14
hereof.

Interchange RKules means those interchange rules and procedures
promulgated by the Association of American Railroads from time to time.

bl

¢ Car shall have the meaning set forth in Section 4 hereof.

Late Payment Rate shall have the meaning set forth in Section 5

hereof.

Law means any applicable provision of any constitution, statute,
rule, ordinance, regulation, executive or administrative order or other rule
of law of the United States or any state or any political subdivision of the
United States or any state or any department, agency, oOr instrumentality of
any of the foregoing.



h Y

Lease means this instrument (including the attachments, exhibits and
schedules attached hereto) as modified, amended and supplemented from time to
time.

Lessee shall be the Person identified as the lessee in the
introductory paragraph hereof.

Lessee's Apprajser shall have the meaning set forth in Sections 7 and
9 hereof.

Lessor shall be the Person identified as the lessor in the
introductory paragraph hereof.

Lessor's Appraiser shall have the meaning set forth in Section 9
hereof . :

Lessor's Cost means, as to each Car, the purchase price for such Car
as indicated on Exhibit A-1 or Exhibit A~2 hereto.

Lessor's Liens shall have the meaning set forth in Section 19 hereof.

Lien means any mortgage, pledge, security interest, encumbrance, lien
or charge of any kind, including, without limitation, any conditional sale or
other title retention agreement, any lease in the nature thereof, or the
filing of or agreement to give any financing statement under the Uniform
Commercial Code of any jurisdiction.

Loss shall have the meaning set forth in Section 14 hereof.

Loss Payment Date means, as to any Car suffering an Event of Loss,
the Rent Payment Date or the last day of the Primary Term or Evergreen Term
with respect to such Car, as the case may be, which next follows the date on
which Lessee determines pursuant to Section 15 hereof that an Event of Loss
with respect to such Car has occurred.

Loss Value means, as to any Car suffering an Event of Loss, an amount
equal to that percentage of the Lessor's Cost of such Car set forth in Exhibit
E hereto opposite the Rent Payment Date for such Car.

New Section 38 Property shall have the meaning set forth in Section
48(b} of the Code.

Non-1TC Car shall have the meaning set forth in Section 4 hereof.

Payment Date shall have the meaning set forth in Section 21 hereof.

Person means any individual, partnership, corporation, trust,
unincorporated association or joint venture, a government or political
subdivision or any department or agency thereof, or any other entity.

Primary Term shall have the meaning set forth in Section 4 hereof.

3
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Purchase Agreement shall have the meaning set forth in the Recitals

Jhereto.

Qualifjcations shall have the meaning set forth in Sections 7 and 9
hereof.

Reappraisal Opinion shall have the meaning set forth in Section 7
hereof.

Recovery Deductions shall have the meaning set forth in Section 14
hereof .

Renewal Factors shall have the meaning set forth in Section 7 hereof.

Renewal Rent shall have the meaning set forth in Section 7 hereof.
Renewal Term shall have the meaning set forth in Section 7 hereof.

Rent means all payments due from Lessee to Lessor pursuant to this
Lease, including Basic Rent, Interim Rent, Renewal Rent and Additional Rent.

Rent Payment Date shall have the meaning set forth in Section 5

hereof.
Tax and Taxes shall have the meanings set forth in Section 13 hereof.
Termination Date shall have the meaning set forth in Section 8
hereof. 4
Termination Value shall have the meaning set forth in Section 8
hereof.

SECTION 2. LEASE OF CARS.

Lessor hereby agrees to lease the Cars to Lessee, and Lessee hereby
agrees to lease the Cars from Lessor, upon all the terms and conditions set
forth herein. Lessor will deliver the Cars to Lessee on each Closing Date, as
and when the Cars are delivered to Lessor by Lessee pursuant to the Purchase
Agreement, at the location where the Lessee delivers possession of the Cars to
Lessor. Lessee shall inspect each Car upon delivery, and the execution by
Lessee (or by any one of its duly authorized representatives) of a Certificate
of Acceptance with respect to a Car or Cars shall, without further act, for
all purposes of this Lease be deemed to be conclusive evidence that such Car
or Cars are in good order, condition and repair, have been delivered to and
accepted by Lessee and are in the possession of Lessee under and subject to
all the terms of this Lease.

SECTION 3. ACCEPTANCE, LEASE AND FUNDING.

(a) Acceptance, lLease and Funding. Subject to the conditions in
paragraph (b) of this Section and provided that no Event of Default or no
event which, but for the lapse of time or the giving of notice or both would
be an Event of Default, shall have occurred and be continuing, on the
applicable Closing Date Lessor shall purchase each Car from Lessee and
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simultaneously lease such Car to Lessee hereunder. The aforesaid lease of a
Car by Lessee shall be conclusively evidenced by the execution and delivery by
Lessee of a Certificate of Acceptance relating to such Car. Lessor shall not
be obligated to purchase or lease any Car from or to Lessee if the Closing
Date for such Car is on or after December 31, 1986.

(b) Conditions of Acceptance, Leases and Funding: Document Closing’
Date. The obligation of Lessor to purchase any Car and lease such Car to
Lessee hereunder on any Closing Date, shall be subject to fulfillment of the
following conditions to the reasonable satisfaction of Lessor on or before the
Document Closing Date:

{1} Lessor shall have received fully executed counterparts of
this Lease and the Purchase Agreement.

{2) This Lease shall have been filed and recorded in all places
which are, in Lessor's reasonable opinion, necessary or appropriate
to protect Lessor's interest in such Car.

{3} Lessor shall have received certified copies of the
corporate proceedings of Lessee with respect to the authorization of
this Lease and other instruments contemplated herein and therein as
to the executicon, delivery and performance thereof by the appropriate
party or parties.

{4) The representations and warranties of Lessee, contained in
this Lease shall be true and correct on and as of the Document
Closing Date with the same effect as though made on and as of the
Document Closing Date; and there shall be no Event of Default
hereunder or the occurrence of any event which, but for the lapse of
time or the giving of notice or both, would be such an Event of
Default; and Lessor shall have received from Lessee a certificate to
such effect dated the Document Closing Date and executed by a duly
authorized officer of Lessee.

(5) Lessor.shall have received a signed opinion, dated the
Document Closing Date, of such legal counsel for Lessee as are
reasonably acceptable to Lessor, as described in Exhibit D hereto.

(6) Lessor shall have received an executed copy of certificates
of such insurance, if any, as Lessee is required to maintain pursuant
to Section 23 hereof.

{c) Conditions to Acceptance, Lease and Funding: Closing Dates. The
cbligation of Lessor to pay the purchase price of a Car on any Closing Date
shall be subject to the fulfillment of the following conditions to the
reasonable satisfaction of Lessor on or before such Closing Date:

(1) Lessof shall have received an executed Bill of Sale under,
and as defined in, the Purchase Agreement from the seller of such
car.



{2) Lessor shall have received an executed bill of sale from
the manufacturer ©f the Car, substantially in the form of Exhibit C
to the Purchase Agreement.

{3) Lessor shall have received an executed Certificate of
Acceptance from Lessee with respect to such Car.

{4) The representations and warranties of Lessee contained in
this Lease and in any certificate delivered pursuant hereto shall be
true and correct on and as of such Cleosing Date with the same effect
as though made on and as of such Closing Date; and there shall be no
Event of Default hereunder or the occurrence of any event which, but
for the lapse of time or the giving of notice or both, would be such
an Event of Default; and Lessor shall have received from Lessee a
certificate to such effect dated such Closing Date and executed by a
duly autheorized officer of Lessee.

(5) There shall have been no material adverse change in the
business, financial or operating condition of Lessee.

SECTION 4. TERM_OF LEASE.

Subject to the provisions of Sections 7, 8 and 15 hereof, the
original lease term of each Car (the "Primary Term") shall consist of the
Interim Term for such Car plus the Basic Term for such Car. The Interim Term
for each Car shall commence on the date appearing on the Certificate of
Acceptance relating to such Car (the "Commencement Date”) and shall continue
through and including December 31, 19B6.

The Basic Term for each of those Cars identified on ExXhibit A-1
(hereinafter referred to as the "ITC Cars") shall commence on January 1, 1987
and shall continue for 145 calendar months.

The Basic Term for each of those Cars identified on Exhibit A-2
(hereinafter referred to as the "Non-ITC Cars") shall commence on January 1.
1987 and shall continue for 140 calendar months.

The Renewal Term for a Car shall be as defined in Section 7 hereof.

SECTION 5. BASIC RENT, PAYMENT DATES AND PLACE OF PAYMENT.

lLessee agrees to pay as interim rent for each Car for the Interim
Term an amount equal to the Basic Rent for such Car divided by 30 and
multiplied by the number of days in the Interim Term for such Car (“Interim
Rent").

Lessee agrees to pay as monthly rent for each ITC Car for and during
the Basic Term an amount equal to 0.80000% of the Lessor's Cost of such Car,
and Lessee agrees to pay as monthly rent for each Non-ITC Car for and during
the Basic .Term an amount equal to 0.89434% of the Lessor's Cost of such Car
{("Basic Rent®).



The Basic Rent shall be payable in arrears on the lst day of each
calendar month for the previous calendar month ("Rent Payment Date").

During any Renewal Term, Lessee agrees to pay Renewal Rent (as
defined in Section 7) in lieu of Basic Rent.

All payments of Basic Rent, Interim Rent and Renewal Rent remaining
due and unpaid more than 10 days after the due date thereof shall bear
interest from the due date therecf at the rate of 10% per annum {(computed on
the basis of a 360-day year of twelve 30~day months) or the maximum rate
permitted by applicable law, whichever is less (the "Late Payment Rate").

Jf a Rent Payment Date shall not be a business day, the payment
otherwise due thereon shall be due and payable on the next succeeding business
day.

All payments of Interim Rent, Basic Rent, Renewal Rent and Loss Value
and certain other payments under this Lease may be assigned by the Lessor to a
third-party lender. Lessee agrees that it will make all such payments as
directed by Lessor in writing from time to time.

SECTION 6. ADDITIONAL RENT PAYABLE BY LESSEE.

In addition to the Basic Rent, Interim Rent and Renewal Rent payable
by Lessee under Section 5, Lessee agrees to pay, as additional rent, sums
sufficient to pay and discharge all amounts regquired to be paid by Lessee in
order to comply fully with all other provisions of this Lease ("Additional
Rent").

Additional Rent will be due and payable by Lessee at the time
specified in the relevant provisions hereof. The Section under which
Additional Rent is payable shall be stated in an invoice from Lessor, and the
supporting detail or documentation reguired by such section shall be included.

SECTION 7. RENEWAL QPTION.

Lessee shall have the option to extend this Lease beyond the Primary
Term as to all, but not less than all, the Cars then subject to this Lease, on
the terms and conditions herein except as otherwise provided in this Section,
for a term of one or more whole vears ("Renewal Term"), if the Reappraisal
Opinion (as defined below in this Section) concludes that at the end of such
Renewal Term {1) the remaining estimated useful life of the Cars will be at
least equal to the longer of one year or 20% of the original estimated useful
life of the Cars and (2) the fair market value of such Cars will be at least
equal to 20% of the Lessor's Cost of such Cars, without adjustment for
inflation or deflation.

At the end of the first Renewal Term, if any, or any subsequent
Renewal Term, Lessee shall have the option to extend this Lease for any number
of additional Renewal Terms, as long as the Reappraisal Opinion for each
Renewal Term concludes that at the end of any such term the two conditions
stated in the above paragraph (the "Renewal Factors™) will be satisfied.
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At the end of the 140th month of the Basic Term for the ITC Cars and
at the end of the 135th month of the Basic Term for the Non-~ITC Cars, and at
the end of the month which is five months prior to the end of any Renewal
Term, Lessee may hire, at its own expense, an appraiser (the "Lessee's
Appraiser®} who is knowledgeable about railroad cars similar to the Cars, and
who has at least three years experience in appraising railroad equipment (both
requirements hereinafter called the "Qualifications") to render an appraisal
of the useful life and fair market value of the Cars as of the end of the
Basic Term, or the Renewal Term, as the case may be, and as of one or more
whole years after such dates, and an opinion concerning the fair rental value
of the Cars at that time. The Lessee's Appraiser shall issue his opinion {the
"Reappraisal Opinion") in writing to both Lessor and Lessee no later than 30
days following the above dates. The Reappraisal Opinion of the Lessee's
Appraiser shall be binding on Lessor and Lessee as to all matters other than
the fair rental value of the Cars.

If the Reappraisal Opinion indicates that the Renewal Factors are
satisfied, then Lessee shall have the option to extend the Lease for a term of
one or more such years. Lessee shall exercise its option, and shall notify
Lessor in writing, within one month after the Reappraisal Opinion becomes
binding.

If the Lessor does not agree with the fair rental value of the Cars
as determined by the Lessee's Appraiser, the fair rental value of the Cars
shall be determined in the same manner and according to the same procedures as
the fair market value of the Cars are determined under Section 9. For this
purpose, the fair rental value of the Cars initially determined by the
Lessee's Appraiser shall be the only determination reguired on behalf of the
Lessee.

The fair rental value of the Cars, as determined pursuant to the
Section or in the manner and according to the procedures of Section 9, shall.
be the rent (the "Renewal Rent") payable by the Lessee during the Renewal '
Term.

The Reappraisal Opinion shall not constitute a representation or
warranty by Lessee that the opinion of the estimated useful life or residual
value of the Cars contained in any Reappraisal Opinion will actually be
realized by Lessor or any other Person.

SECTION 8. EARLY TERMINATION OPTION.

Lessee shall have the option to terminate this Lease at the end of
such months of the Basic Term as indicated on Exhibit C hereto and to purchase
all, but not less than all, the Cars then subject to this Lease. If Lessee
exercises its option pursuant to this Section, the purchase of, and closing
for, the Cars shall take place on the first business day (the "Termination
Date™) following the last day of the month with respect to which the option
has been exercised. At the closing for the Cars, Lessee shall make payment
(i) of all due and unpaid Basic Rent (including the Basic Rent due on the Rent
rayment-Date occurring on or next preceding the Termination Date), (ii) of all
due and unpaid Additional Rent, and (iii) of the purchase price therefor, in
immediately available funds, against delivery of a Bill of Sale transferring
and assigning to Lessee all right, title and interest of Lessor in and to such

- 8 -



Cars; provided, however, that Lessor shall have no obligation to sell, and
Lessee shall have no obligation to purchase, any Car on a Termination Date if
on such Termination Date with respect to such Car an Event of Default has
occurred and is continuing, an Event of Loss has occurred or if Lessor has
sold such Car pursuant to the terms of clauses (2) and (4) of paragraph (b) of
Section 21 hereof. The purchase price for each Car shall be the greater of
{1) its fair market value on the Termination Date or (2) the percentage of the
Lessor's Cost of such Car as indicated on Exhibit C hereto (the "Termination
Value"), subject in all cases to a maximum percentage of Lessor's Cost of such
Car as indicated on Exhibit C hereto (the "Maximum Value").

If Lessee desires to exercise its option pursuant to this Section, it
shall notify Lessor in writing of its intent to exercise such option prior to
the end of the 6th month preceding the month with respect to which the option
is exercisable. The fair market value of the Cars as of the Termination Date
shall then be determined according to the procedure set forth in Section 9.

SECTION 9. PURCHASE OPTION

Lessee shall have the option to purchase all, but not less than all,
the Cars then subject to this Lease at the end of the Basic Term or any
Renewal Term, as the case may be. Subject to the provisions of the next
paragraph, the purchase price for the Cars shall be egual to their fair market
value as of the end of the Basic Term or such Renewal Term. If Lessee desires
to exercise its option pursuant to this Section, it shall notify Lessor in
writing prior to the end of the 6th month preceding the end of such Basic Term
or such Renewal Term, as the case may be.

The purchase price for the Cars pursuant to this Section shall not
exceed, in the case of the ITC Cars, 30% of the Lesscor's Cost, and in the case
of the Non-1ITC Cars, 34% of the Lessor's Cost.

If Lessee exercises its option pursuant to this Section, the purchase
of, and closing for, the Cars shall take place on the first business day (the
"pPurchase Date")} following the last day of the Basic Term or such Renewal
Term, as the case may be. At the closing for the Cars, Lessee shall make
payment therefor in immediately available funds against delivery of a Bill of
‘Sale transferring and assigning to Lessee all right, title and interest of
Lessor in and to the Cars.

Lessee shall hire, at its own expense, an appraiser {the "Lessee's
Appraiser") who is knowledgeable about railroad cars similar to the Cars, and
who has at least three years experience in appraising railroad equipment (both
requirements hereinafter called the "Qualifications”) and who meets the
reasonable’ approval of Lessor, to render an appraisal of the fair market value
of the Cars as of the Purchase Date. The Lessee's Appraiser shall issue his
opinion (the "Fair Market Value Opipion"™) in writing to both Lessor and Lessee
by the end of the 5th month preceding the end of the Basic Term or such
Renewal Term, as the case may be. If Lessor deoes not object, in writing, to
any terms of the Fair Market Value Opinion of the Lessee's Appraiser within
one month after receipt thereof, it will be deemed to have accepted and agreed
to such Fair Market Value Opinion, and such Fair Market Value Opinion will
become binding on Lessor and Lessee.



If Lessor does object to any term of the Fair Market Value Opinion of
the Lessee's Appraiser, it shall so notify Lessee no later than one month
after receipt of such Fair Market Value Opinion. In such case Lessor shall
hire, at its own expense, an appraiser (the "Lessor's Appraiser") who meets
the Qualifications, and who meets the reasonable approval of Lessee, to render
a Fair Market Value Opinicn. The Lessor's Appraiser shall issue a Fair Market
Value Opinion to both Lessor and Lessee within one month after Lessor has sent
its written objection to Lessee. If Lessee does not object, in writing, to
any terms of the Fair Market Value Opinion of the Lessor's Appraiser within
one month after receipt thereof, it will be deemed to have accepted and agreed
to such Fair Market Value Opinion, and such Fair Market Value Opinion will
become binding on Lessee and Lessor. :

If Lessee does object to any term of the Fair Market Value Opinion of
the Lessor's Appraiser, it shall so notify Lessor no later than one month
after receipt of such Fair Market Value Opinion. In such case, the Lessor's
Appraiser and the Lessee's Appraiser shall agree upon a third appraiser, who
satisfies the Qualifications, to render a Fair Market Value Opinion. If the
Lessee's Appraiser and the Lessor's Appraiser cannot agree upon a third
appraiser within 10 days, the third appraiser shall be appointed by the San
Francisco office of the American Arbitration Association. The fees and
expenses of the third appraiser shall be borne egually by Lessee and Lessor.
The third appraiser shall issue a Fair Market Value Opinion to both Lessor and
Lessee within one month after Lessee has sent its written objection to Lessor.
The two Fair Market Value Opinions the amounts of which are nearest, in
dollars and cents, shall be averaged, and the average so determined shall be
the fair market value amount which is binding on Lessor and Lessee for
purposes of this Bection. '

The Fair Market Value Opinions of the Lessee's Appraiser, the
Lessor's Appraiser and the third appraiser shall be solely for the purposes of
ascertaining the purchase price of the Cars and shall not constitute
representations or warranties by either party to the other party.

SECTION 10. LESSEE'S REPRESENTATIONS AND WARRANTIES.
Lessee represents and warrants that:

(a) Due Organization. Lessee is a corporation duly'organized,
validly existing and in good standing under the laws of the Commonwealth of
Virginia, is duly licensed and qualified as a foreign corporation in good
standing in each jurisdiction in which such licensing or qualification is
necessary to carry out the terms of this Lease and has the corporate power and
authority to carry on its business as presently conducted, to take and hold
property under lease, and to enter into and perform its obligations under this
Lease.

(b) Due Authorization. The execution, delivery and performance by
Lessee of this Lease have been duly authorized by all necessary corporate
action on the part of Lessee.

.
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(c) Due Execution. This Lease has been duly executed and delivered
by Lessee and constitutes the legal, valid and binding obligation of Lessee,
enforceable against Lessee in accordance with its terms except as such
enforcement may be qualified by bankruptcy, insolvency, reorganization,
moratorium or other similar laws affecting creditors' rights generally and by
applicable principles affecting the availability of specific performance and
other special or equitable remedies.

(d) No Violation. Neither the execution and delivery of this Lease
by Lessee, nor the consummation by Lessee of the transactions contemplated
hereby, nor the performance by Lessee of its obligations hereunder, conflicts
or will conflict with, or results or will result in a breach of any of the
provisions of, the Certificate of Incorporation or By-Laws of Lessee, or a
viclation of any Law, judgment, order, decree, rule or regulation presently in
effect of any court, administrative agency of other governmental authority or
a breach or default under any other agreement or instrument to which Lessee is
a party or to which Lessee, any of its property or the Cars are subject, or by
which Lessee, any of its property or the Cars are bound or results or will
result in the impeosition of any liens or encumbrances on any of its property.

(e) Governmental Approvals. No approval, consent or withholding of
objection on the part of, or filing, registration or gualification with, any
governmental body, Federal, state or local, is necessary in connection with
the execution or delivery by Lessee of this Lease or compliance by Lessee with
any of the provisions hereof.

(f) Litigation. There are no proceedings pending or, to the
knowledge of Lessee, threatened against or affecting Lessee in any court or
before any regulatory commission, board or other governmental administrative
agency or authority which, if adversely determined, would have a material
adverse effect on its financial condition or on its ability to fulfill its
obligations under this Lease.

. (g) Financijal Statements. The financial statements of Lessee
heretofore furnished to Lessor are in accordance with the books and records of
Lessee and, except as noted therein, were prepared in conformity with
generally accepted accounting principles consistently applied and fairly
present the financial position of Lessee on and as of the date thereof and the
results of its operations for the periocds covered thereby. Since the date of
such financial statements, there has been no material adverse change in the
financial condition of Lessee.

SECTION 11. LESSOR'S REPRESERTATIONS AND WARRANTIES.

Lessor represents and warrants that:

(a) Due Organization. Lessor is a corporation duly organized and
validly existing in good standing under the laws of the State of California
and has the corporate power and authority to carry on its business as
presently conducted and to enter into and perform the acts and obligations of
Lessor under this Lease.

.
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(b) Due Authorization. The execution, delivery and performance by
Lessor of this Lease have been duly authorized by all necessary corporate
action on the part of Lessor.

{c) Due Execution. This Lease has been duly executed and delivered
by Lessor and constitutes the legal, valid and binding obligation of Lessor,
enforceable against Lessor in accordance with its terms except as such
enforcement may be qualified by bankruptcy, insolvency, reorganization,
moratorium or other similar laws affecting creditors' rights generally and by
applicable principles affecting the availability of specific performance and
other special or equitable remedies.

(d) No Violation. Neither the execution and delivery of this Lease
by Lessor, nor its consummation of the transactions contemplated hereby, nor
the performance by Lessor of its obligations hereunder, conflicts or will
conflict with, or results or will result in a breach of any of the provisions
of, the Articles of Incorporation or By-Laws of Lessor, or any Law, judgment,
order, decree, rule or regulation of any court, administrative agency or other
governmental authority or any other agreement or instrument to which Lessor is
subject or is a party or by which it is bound, or constitutes or will
constitute a default under any provision thereof.

SECTION 12. GENERAL INDEMNITY.

{a) Indemnity. Lessee agrees to assume liability for, and does
hereby indemnify and agree to indemnify, protect, save and hold harmless
Lessor on an After-Tax Basis (i.e., after payment of all Federal, ‘state and
local taxes payable by Lessor with respect to payments pursuant to this
indemnity) from and against any and all liabilities, obligations, losses,
damages, penalties, claims (including, without limitation, claims involving
negligent acts or omissions, or strict or absolute liability in tort),
actions, suits, judgments, costs, expenses and disbursements {including,
without limitation, the fees and expenses of lawyers, accountants and other
experts) of any kind and nature whatscever without any limitations as to
amount ("Claims") (except Claims which are covered by Sections 13 or 14
hereof) which may be imposed on, incurred by or asserted against Lessor, in
any way relating to or arising out of this Lease or any amendment,
modification, supplement, waiver or consent thereunder, or the performance of
enforcement of any of the terms of this Lease (or any representation made in
writing to Lessor by Lessee in connection with this Lease), or in any way
relating to or arising out of the ownership of the Cars or the design,
manufacture, acquisition, erection, reconditioning, modification, ownership,
delivery, lease, possession, use, operation, maintenance, condition,
registration, control, financing, insuring, sale, storage or disposition of
the Cars or any casualty, injury or loss in connection therewith (including,
without limitation, latent and other defects, whether or not discoverable and
any Claim for patent, trademark or copyright infringement and expenses of
Lessor incurred in the administration of this Lease and reasonable fees and
disbursements of outside counsel and other experts incurred in connection
therewith). To the extent that Lessor in fact receives indemnification
-payments from Lessee under this Section, Lessee shall be subrogated, to the
extent of the indemnity paid, to Lessor's rights with respect to the
transaction or event requiring or giving rise to such indemnity.
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LESSEE AGREES THAT LESSOR SHALL HAVE NO LIABILITY DIRECTLY OR
INDIRECTLY TO LESSEE, TO ANY PERSON CLAIMING BY, THROUGH OR UNDER LESSEE OR TO
ANY OTHER PERSON FOR ANY CLAIM ARISING DIRECTLY OR INDIRECTLY FROM ANY CAR, OR
FROM ANY INADEQUACY THEREOF FOR ANY PURPOSE, OR FROM ANY DEFICIENCY OR DEFECT
THEREIN WITH RESPECT THERETO OR FROM ANY DELAY IN PROVIDING OR FAILURE TO
PROVIDE ANY THEREOF OR FROM ANY INTERRUPTION OR LOSS OF SERVICE OR USE THEREOF
OR FROM ANY LOSS OF BUSINESS, ALL OF WHICH SHALL BE THE RISK AND
RESPONSIBILITY OF LESSEE.

(b) Exceptions. Lessee shall not be required to indemnify any
Person pursuant to paragraph (a) of this Section for any Claim resulting from
the wilful misconduct, criminal act or gross negligence of such Person.

(c) Notice Of Claim. If any indemnitee has actual knowledge of any
pending or threatened proceeding asserting any Claim that would be indemnified
against under paragraph (a) of this Section, such indemnitee shall give prompt
notice thereof to Lessee. Upon receipt of such notice, Lessee shall, at its
own expense, assume full responsibility for the defense against or settlement
of any such Claim (the indemnitee being entitled to participate in such
defense by its own counsel and at its own expense) and such indemnitee shall
cooperate with Lessee by providing, at the expense of Lessee, such assistance
as Lessee may reasonably request, provided that each indemnitee shall have the
right, at its expense, to control the defense against or settlement of such
Claim if such indemnitee shall release Lessee from any obligation to indemnify
such indemnitee (or any other indemnitee) for such Claim.

(d) Payment. So long as Lessee is complying with its obligations
under paragraph {(c) of this Section, Lessee shall not be required to make any
payment pursuant to this Section of any Claim until the indemnitee shall have
been lawfully regquired to make a payment in respect of the Claim indemnified
against hereunder. After payment by Lessee in full of all amounts due from
Lessee to an indemnitee pursuant to this Section in respect of a Claim, the
indemnitee shall promptly assign to Lessee all its right, title and interest
to any claims relating to such Claim, provided that such assignment shall be
made without representations, warranty or recourse, and that no breach or
default under this Lease on the part of Lessee shall exist. Nothing in this
Section shall relieve Lessee of its obligation to make payment under this
Section (whether or not it shall contest the Claim) if such failure to pay or
such contest will result in a Lien prohibited by Section 19 hereof, any
criminal or other civil liability on the part of Lessor or any other
obligation of Lessor for which no effective indemnification is provided
hereunder.

SECTION 13. GENERAL TAX INDEMNITY.

(a) Indemnity. Lessee agrees to pay, and hereby indemnifies Lessor,
and agrees to indemnify and hold harmless Lessor, from and against, any and
all governmental or quasi-governmental, franchise, sales, use, personal
property, ad valorem, value added, leasing, leasing use, excise, gross
receipts, stamp or other tax, levy, impost, duty, charge, assessment, fee or
withholding of any nature, together with any penalty, fine, addition to tax or
interest on any of the foregoing (individually, a "Tax" and collectively,
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"Taxes") imposed against Lessor or the Cars by any Federal, state or local
government or taxing authority in the United States or by any foreign
government or taxing authority upon or with respect to the Cars, or upon or
with respect to the purchase (including the purchase by the Lessee pursuant to
Section 8 or 9 hereof), acquisition, reconditioning, modification, condition,
ownership, registration, delivery, leasing, possession, use, operation,
control, financing, insuring, maintenance, storage, sale or other disposition
thereof, or upon or with respect the rentals, receipts or earnings arising
therefrom, or upon or with respect to this Lease, or any indebtedness created
or repaid or deemed to be or have been created or repaid hereunder, unless,
and only to the extent that, any such Tax which is not imposed by way of
withholding is being contested by Lessee in good faith by appropriate
proceedings diligently conducted, if such proceedings shall stay the
collection thereof from or against Lessor, Lessee and the Cars and shall not
adversely affect the title, property, security interest or other rights of
Lessor in the Cars or this Lease. Lessee further agrees that, with respect to
any payment or indemnity under this Lease, such payment or indemnity shall
include any amount necessary to hold Lessor harmless, on an After-Tax Basis,
from all Taxes regquired to be paid by Lessor with respect to such payment or
indemnity.

(b) Limitation on Indemnity. Notwithstanding the provisions of
paragraph (a) of this Section, Lessee shall have no obligation hereunder as to
any Taxes which are based on, or measured by, the net income of any indemnitee
imposed or levied as a consequence of the receipt of payments provided in this
Lease, or any Taxes which are based on, or measured by, the net worth of any
indemnitee, imposed or levied as a consequence of Lessor's ownersliip of the
cars. ‘

(c) Contest. 1I1f any proceeding {including the written claim or
written threat of such proceeding) is commenced against Lessor for any Tax to
which the indemnity provided in paragraph (a) of this Section applies, Lessor
shall notify Lessee within 30 days. If reasonably requested by Lessee in
writing, Lessor shall, at the expense of Lessee and upon receipt of
indemnification reasonably satisfactory to Lessor with respect to all costs of
contesting the validity, applicability or amount of such Tax (including,
without limitation, all costs, expenses, losses, fees and disbursements of
lawyers, accountants and other experts, penalties and interest), in good faith
contest (after consultation with Lessee) in the name of Lessee or Lessor, as
the case may be, the validity, applicability or amount of such Tax by (1)
resisting payment thereof if Lessor in its sole discretion shall determine
such course of action to be appropriate, (2} not paying the same except under
protest, if protest is necessary and proper, or (3) if payment is made, using
reasonable efforts to obtain a refund thereof in appropriate administrative
and judicial proceedings. Lessee, through its counsel, shall have the right
to participate in any proceeding related to such contest, provided that the
control of such proceeding shall be exercised by counsel designated by Lessor.
If Lessor shall obtain a refund of all or any part of such Tax paid by Lessee,
Lessor shall pay Lessee the amount of such refund. If in addition to such
refund Lessor shall receive an amount representing interest on the amount of
such refund, Lessor shall pay Lessee that proportion of such interest which is
fairly attributable to Taxes paid by Lessee prior to the receipt of such
refund.

- 14 -



(d) Reports. 1In case any report or return (other than property tax
or ad valorem tax returns) is regquired to be made with respect to any
cbligation of Lessee under this Section or arising out of this Section, Lessee
will either make such report or return in such manner as will show the
ownership of the Cars in Lessor, and send a copy of such report or return to
Lessor, or will notify Lessor of such requirement within a reasonable time
before the required filing date and (unless such report or return cannot
properly be made except by Lessor) make or cause to be made such report or
return in such manner as shall be satisfactory to Lessor.

SECTION 14. SPECIAL INCOME TAX INDEMNITY.

{(a) Assumptions. This Lease has been entered into on the
assumptions that Lessor, as the owner of the Cars, shall be entitled to such
deductions and credits (such deductions and credits being referred to herein
as the "Benefits") as are provided by the Code to an owner of recovery
property, as follows: (1) under Section 168 of the Code (the "Recovery
Deductions") commencing in the year that the Cars are delivered to Lessor on
the basis that (i} the Cars will have a basis for purposes of Section 168 of
the Code at least equivalent to the Lessor's Cost of each Car, adjusted (in
the case of the ITC Cars) as required by Section 48{g) of the Code and (ii)
for Federal income tax purposes, the basis of the Cars will be recovered in
accordance with the table set forth in the cost recovery schedule contained in
Section 168(b)(1l) of the Code with respect to 5—-year property (unless Lessor
has elected to use a straight line method of depreciation or a longer life for
S-year recovery property pursuant to Section 168(b)(3) of the Codé, in which
case the Lessor will be entitled to the percentages of the basis of each Car
as provided in said Section}; (2) deductions under Section 163 of the Code for
interest paid or accrued on indebtedness incurred by Lessor with respect to
the Cars (the "Interest Deductions™); and (3) an investment tax credit (the
"Investment Credit"} pursuant to Section 38 of the Code in the year that the
ITC Cars are delivered to Lessor egqual to not less than 10% of the Lessor's
Cost of each ITC Car.

{b) Consistent Tax Returns. Lessee agrees that neither it nor any
of its Affiliates will at any time enter into any transaction or agreement or
take any other action, directly or indirectly, or file any returns, elections
or other documents inconsistent with the availability of the intended Benefits
to Lessor, and that Lessee and its Affiliates will maintain such records, take
such actions, make such elections and execute such documents as may be
reasonable and necessary to facilitate accomplishment of the availability of
the intended Benefits to Lessor.

(c) Representations and Warranties. Lessee represents, warrants and
covenants that (1) the ITC Cars constitute property which qualifies for the
Investment Credit; (2) at the time Lessor becomes the owner (i) of the ITC
Cars, the ITC Cars will constitute "new Section 38 property" within the
meaning of Section 48(b) of the Code, (ii) of the Cars, the Cars will
constitute "recovery property® within the meaning of Section 168(c)(1l) of the
Code (adjusted (in the case of the ITC Cars) as required by Section 48(qg) of
the Code), and "S5-year property" within the meaning of Section 168(c)(2)(B) of
the Code, and (iii) of the ITC Cars, the ITC Cars will not have been used by
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any pérson so as to preclude "the original use of such property"” within the
meaning of Sections 48(b) and 167(¢c)(2) of the Code from commencing with
Lessor; (3) at the time Lessor becomes the owner of the Cars, no investment
credit, depreciation, cost recovery or other tax benefits will have been
claimed by any Person with respect to the Cars; (4) at all times during the
Primary Term and any Renewal Term of this Lease, the ITC Cars will constitute
"Section 38 property" within the meaning of Section 4B(a) of the Code and will
not be used predominantly outside the United States within the meaning of
Section 48(a); (5) the ITC Cars are described in and will satisfy the terms
and conditions of Sections 204(a)}(5)(N) and 203(b)(3) of the Tax Reform Act of
1986, and of Code Section 49(e) as added by Section 211(a) of the Tax Reform
Act of 1986; (6) Lessee will maintain or cause to be maintained sufficient
records to verify such use and will supply such records to Lessor within 90
days after receipt of a written demand therefor; and (7) Lessor will be
entitled to the Interest Deductions under Section 163 of the Code for interest
paid or accrued on any indebtedness with respect to the Cars.

(d) Indemnification. If Lessor shall lose, or shall not have, or
shall lose the right to claim, or there shall be disallowed or recaptured, any
portion of the Benefits with respect to the Cars or any portion thereof
(hereinafter called a "Loss") except as to any Loss which results from an
Event of Loss or as to any sale of the Cars pursuant to Section 8 or 9, as a
direct result of any of the following: (1) any representation or warranty of
Lessee contained in this Lease shall prove to be untrue; (2) Lessee or any
Person which acquires possession of the Cars from or through Lessee shall
breach any covenant or undertaking contained in the Lease; or (3) any other
act or omission to act by Lessee or any Person who acquires possession of the
Cars from or through Lessee, then Lessee shall pay to Lessor an amount which,
in the reasonable opinion of Lessor, will cause Lessor to realize, on an
After-Tax Basis, the contemplated after-tax return on and rate of recovery of
investment and the annual net cash flows (computed on the same assumptions as
utilized by Lessor in originally evaluating the transactions contemplated
hereby) which would have been realizZed by it had such Loss not occurred, plus
an amount equal to all interest, penalties or additions to tax payable by
Lessor as a result of such Loss, which amounts shall be payable to Lessor at
the time such Loss occurs (but not sooner than 30 days after receipt by Lessee
of a written demand therefor, accompanied by a written statement describing in
reasonable detail the Loss and the computation of the amounts so payable).

(e) Determination of Loss. For purposes of this Section, a Loss
shall occur upon the earliest of (1) the payment by Lessor to the appropriate
taxing authority of the tax increase, interest or penalties resulting from
such Loss, or (2) the adjustment of the tax return of Lessor to reflect such
Loss.

{(f) Contest. Upon the receipt of formal notification by Federal
taxing authorities of a claim being made by such authorities which, if
successful, would result in a Loss under circumstances which would require
Lessee to indemnify for such Loss, Lessor hereby agrees to give Lessee written
notice of such claim and to take such action in connection with contesting
such claim as Lessee shall reasonably request in writing from time to time,
provided that (1) within 30 days after notice by Lessor to Lessee of such
claim, Lessee shall request that such claim be contested, (2) Lessor, at its
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sole option, may forego any and all administrative appeals, proceedings,
hearings and conferences with such taxing authorities in respect of such claim
and may, at it sole option, either pay the tax claimed and sue for a refund or
contest the claim in any permissible forum considering, however, in good faith
such request as Lessee shall make concerning the most appropriate forum in
which to proceed, (3) prior to taking such action, Lessee shall have furnished
Lessor with an opinion of independent tax counsel satisfactory to Lessor to
the effect that a meritorious defense exists to such claim, and (4) Lessee

" shall have indemnified Lessor in a manner reasonably satisfactory to it for

any liability or loss which Lessor may incur as the result of contesting such
claim and shall have agreed to pay Lessor on demand all costs and expenses
which Lessor may incur in connection with contesting such claim, including,
without limitation, (i) reasonable attorneys', accountants and investigatory
fees and disbursements and (ii) the amount of any interest, penalty or fine
which may ultimately be payable as the result of contesting such claim.
Notwithstanding anything to the contrary set forth above in this paragraph,
Lessor may, in its sole discretion, refuse to contest the disallowance of the
Benefits, but, in that event, if Lessee has met or complied with the
reguirements of clauses (1), (3), and (4) above, Lessee shall be discharged of
its obligation to indemnify Lessor pursuant to this Section.

{g) All of Lessor's rights and privileges arising from the
indemnities contained in this Section shall survive the exXpiration or other
termination of the lLease with respect to the Cars and such indemnities are
expressly made for the benefit of, and shall be enforceable by Lessor and its
successors and assigns.

SECTION 15. RISK OF LOSS AND PAYMENT OF 10OSS VALUE.

(a) Risk of Loss. During the term of this Lease with respect to any
Car, and for so long thereafter as such Car remains in the possession of
Lessee, Lessee shall bear the risk of and all responsibility for loss, theft,
destruction, damage, seizure, taking or reguisition, by whatever cause, human
or natural, within or beyond the control of Lessee, partial or complete, of or
to such Car. Lessee agrees that no occurrence specified in the preceding
sentence shall relieve or impair, in whole or in part, any obligation of
Lessee to Lessor under this Lease, including, without limitation. the
cbligaticon to pay Interim Rent, Basic Rent, Renewal Rent and Additional Rent.

(b)Y Event of Loss. In the event that any Car shall be or become (1)
lost, stolen or destroyed, (2) in the reasonable opinion of Lessee,
irreparably damaged or damaged beyond economic repair, from any cause
whatsoever or (3) seized, taken or requisitioned by condemnation or otherwise
prior to the actual redelivery of such Car to Lessor, if such act results in
loss of possession by Lessee for a period of more than 90 consecutive days or
for a stated period which exceeds the then remaining term of this Lease with
respect to such Car {any such event being herein called an "Event of Loss"),
Lessee shall fully inform Lessor with respect thereto. Lessee shall pay
Lessor, on the Loss Payment Date for such Car, in immediately available funds,
an amount egual to the sum of (1) the Loss Value of such Car as of such Loss
Payment Date plus (2) any accrued and unpaid Basic Rent as of the Rent Payment
Date which is the same as the Loss Payment Date plus (3) all accrued and
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unpaid Additional Rent (other than such Loss Value) hereunder. Upon the
making of such payment by, Lessee, Basic Rent with respect to such Car shall
cease to accrue, the term of this Lease as to such Car shall terminate and all
of Lessor's right, title and interest in such Car shall automatically pass to
Lessee on an as-is, where-is basis and without recourse, representation or
warranty, express or implied (except that such Car is free and clear of
Lessor's Liens). Except as provided in this paragraph, Lessee shall not be
released from its obligations hereunder in the event of, and shall bear the
risk of, any such Event of Loss to any Car on and after its Commencement Date
hereunder and prior to termination of this Lease and the return by Lessee to
Lessor of such Car pursuant to Section 22 hereof.

SECTION 16. REPAIR AND MAINTENANCE.

During the term of this Lease, Lessee shall at its sole eXxpense
maintain and keep all of the Cars subject to this Lease in good order,
condition and repair, gqualified for use in interchange and shall use the Cars
only in the manner for which they were designed and intended and s0 as to
subject them only to ordinary wear and tear. Any parts installed or
replacements made by Lessee upon any Car pursuant to Section 18 hereof or
pursuant to its obligation to maintain and keep the Cars in good order,
condition and repair under this Section shall be considered accessions to such
Car and title thereto shall be immediately vested in Lessor without cost or
expense to Lessor. Lessee shall make ne other additions or improvements to
any Car (except those additions or replacements described in Section 18
hereof), without the prior written consent of Lessor, unless the same are
readily removable without causing material damage to such Car. Title to any
such readily removable additions or improvements shall remain with Lessee. If
Lessee shall cause such readily removable additions or improvements to be made
to any Car, Lessee agrees that it will, prior to the return of such Car to
Lessor hereunder, remove the same at its own expense without causing material
damage to such Car.

SECTION 17. DISCLAIMER OF WARRANTIES.

LESSOR MAKES NO WARRANTY OR REFPRESENTATION, EITHER EXPRESSED OR

IMPLIED, AS TO THE DESIGN, OPERATION OR CONDITION OF, OR AS TO THE QUALITY OF
THE MATERIAL, EQUIPMENT OR WORKMANSHIP IN, OR TITLE TO, THE CARS DELIVERED TO
LESSEE HEREUNDER, AND LESSOR MAKES NO WARRANTY OF MERCHANTABILITY OR FITNESS
OF THE CARS FOR ANY PARTICULAR PURPOSE OR ANY OTHER REPRESENTATION OR WARRANTY
WHATSOEVER, IT BEING AGREED THAT ALL SUCH RISKS, AS BETWEEN LESSOR AND LESSEE,
ARE TO BE BORNE BY LESSEE, AND THE BENEFITS OF ANY AND ALL IMPLIED WARRANTIES
OF LESSOR ARE HEREBY WAIVED BY LESSEE. LESSOR SHALL NOT BE RESPONSIBLE FOR
INCIDENTAL OR CONSEQUENTIAL DAMAGES.

Lessor hereby irrevocably appoints and constitutes Lessee its agent
and attorney-in-fact during the term of this Lease, so long as Lessee shall
not be in default hereunder, to assert from time to time, in the name of and
for account of Lessor, but for the benefit of Lessee, whatever claims and
rights including warranties of the Cars which Lessor may have against the
manufacturer, any subcontractors of the manufacturer or any vendors. To the
extent that any claims or rights of Lessor with respect to the Cars may not be
assigned or otherwise made available to Lessee, Lessor will, at the request of
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Lessee, use its best efforts, at Lessee's cost, to enforce such claims or
rights. Lessee shall indemnify, protect, save, defend and hold harmless
Lessor from and against any and all claims, and all costs, expenses, damages,
losses and liabilities incurred or suffered by Lessor in connection therewith,
as a result of, or incident to, any action by Lessee pursuant to the foregoing
authorization or by Lessor acting at Lessee’'s request.

SECTION 18. OPERATING RULES AND REGULATIONS.

Lessee agrees to comply with all governmental laws, regulations and
requirements, including the Interchange Rules and all other rules of the
Association of American Railroads (or any successor thereto) and the
Interstate Commerce Commission, with respect to the use, maintenance and
operation of each Car subject to this Lease. 1In case any equipment or
appliance on any Car shall be required to be changed or replaced, or any
additional or other equipment or appliance is required to be installed on such
Car in order to comply with such laws, regulations, requirements and rules,
Lessee agrees to make such changes, additions and replacements at its own
expense and title thereto shall be immediately vested in Lessor.

SECTION 19. OWNERSHIP; LIENS; PERSONAL PROPERTY.

Lessee acknowledges and agrees that the Cars shall at all times be
and remain the sole and exclusive property of Lessor and that Lessee has not
and by the execution hereof it does not have or obtain, and by payments and
performance hereunder it does not and will not have or obtain any title to the
Cars or any Car at any time subject to this Lease, nor any property right or
interest, legal or equitable, therein, except solely as Lessee hereunder and
subject to all the terms hereof. ' .

Lessee will not directly or indirectly create, incur, assume or’
permit to exist any Lien on or with respect to the Cars or Lessor's title
thereto except (1) the rights of Lessee under this Lease or any sublessee
under any sublease pursuant to and subject to the provisions of paragraph (b)
of Section 20 hereof, (2) Liens created or granted by Lessor or resulting from
claims against Lessor not related to the transactions contemplated hereby
{Liens described in this clause (2) being hereinafter called "Lessor's
Liens"), {3) Liens for Taxes, either not due and delinquent or being contested
in accordance with Section 13 hereof and (4) undetermined or inchoate
materialmen's, mechanics', workmen's, repairmen's or other like Liens arising
in the ordinary course of business and, in each case, either not delinguent or
which shall have been bonded or the enforcement of which shall have been
suspended (but only for the duration of such suspension}. Lessee, at its own
cost and expense, will promptly pay,., satisfy and discharge or take such other
action as may be necessary to keep the Cars free and clear of, and duly to
discharge, any Lien other than the Liens excepted above.

It is the intention and understanding of both Lessor and Lessee that
the Cars shall be and at all times remain separately identifiable personal
property. Lessee shall not permit the Cars to be installed in, maintained
with, stored or used in such manner or under such circumstances that such Cars
might be or become .an accession to or confused with such other personal

property.
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SECTIONR 20. ASSIGNMENTS.

{(a) By Lessor. 1t is understood and agreed that all Rents and other
sums due or to become due or at any time owing or payable by Lessee hereunder
may be assigned by Lessor, and that the Cars leased hereunder may be mortgaged
by Lessor under a chattel mortgage. In any such event, the right, title and
interest of the mortgagee under any such chattel mortgage shall by express
terms of such chattel mortgage be subject to the leasehold interest of Lessee
in and to the Cars hereunder. In the event an assignment of such Rents and
other sums is made as collateral security for an obligation of Lessor, then
the right, title and interest of such assignee in and to such Rents and other
sums and to receive and collect the same shall not be subject to any
abatement, defense, setoff, counterclaim or recoupment whatsoever arising out
of any breach of any obligation of Lessor hereunder or by reason of any other
indebtedness or liability at any time owing by Lessor to Lessee or from any
defects in the Cars. Any such assignee shall be entitled to all the
privileges, powers and immunities of Lessor and may, but shall not be
obligated to, perform any duty, covenant or condition required to be performed
by Lessor under the terms of this Lease, providing that nothing herein
contained shall release Lessor of its obligations to Lessee hereunder and
Lessee shall look solely to Lessor for the performance therecof. Lessee agrees
that it will take such further actions and execute such further documents
(including amendments to this Lease) as reasonably requested by the Lessor if
necessary to enable Lessor to borrow based on an assignment of the Rents,
provided that lLessee shall not be reguired to execute an amendment to this
Lease if such an amendment would change a material term of the Lease or would
otherwise impose additional obligations on the Lessee which are not
insubstantial.

(b) By Lessee. So long as no Event of Default exists hereunder,
Lessee shall be entitled to sublease one or more of the Cars to, or to permit
their use under the terms of car contracts by, (i) Intermodal Systems, Inc., a
Delaware corporation, or (ii) any other Person with the prior written consent
of Lessor, provided such subleases (1) are necessary to the conduct of
Lessee's ordinary business, (2) are consistent with prudent business practice
with respect to equipment similar to the Cars, (3) are for a term (including
any renewal or extension provisions) which does not extend beyond the Basic
Term or Renewal Term, as the case may be, with respect to such Car, and (4)
will not cause the Cars or any Car to not be used predominantly within the
United States. Lessee shall not, without the prior written consent of Lessor,
part with the possession or control of, or suffer or allow to pass out of its
possession or control, any of the Cars, except to the extent permitted by the
provisions of this paragraph.

No assignment, sublease or interchange entered into by Lessee

hereunder shall relieve Lessee of any liabilities or obligations hereunder
which shall be and remain those of a principal and not a surety.
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SECTION 21. EVENTS OF DEFAULT.

(a) Events of Default. Each of the following events shall
constitute an “Event of Default” hereunder (whether any such event shall be
voluntary or involuntary or come about or be effected by operation of law or
pursuant to or in compliance with any judgment, decree or order of any court
or any order, rule or regulation of any administrative or governmental body);

(1) Default by Lessee in making any payment of Interim
Rent, Basic Rent, Renewal Rent or Additional Rent due
hereunder, as and when the same shall become due and payable,
and such default shall continue unremedied for 10 days; or

(2) Default by Lessee in the observance or performance
of any of the covenants of Lessee set forth in Sections 20,
22 and 23 hereof; or

{3) Default by Lessee in the observance or performance
of any other covenant, condition or agreement to be performed
or observed by Lessee under this Lease or any other document
or certificate furnished to Lessor in connection herewith or
pursuant hereto, and such default shall continue for 30 days
after written notice thereof from Lessor to Lessee; or

{4) Any representation or warranty made by Lessee in
this Lease (other than in paragraph (¢) of Section 14
herecof), or in any other document or certificate furnished by
Lessee to Lessor in connection herewith or therewith or
pursuant hereto or thereto, shall prove to be untrue or
incorrect in any material respect as of the date of issuance
or making thereof; or

(5) Lessee is generally not paying its debts as such
debts become due or becomes insolvent or bankrupt or admits
in writing its inability to pay its debts as they mature or
makes an assignment for the benefit of creditors or applies
for or consents to the appointment of a trustee or receiver
for any of its properties or assets; or

(6) A petition for reorganization under Title 11 of the
Untied States Code (as now or hereafter constituted) is filed
by or against 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 obligations of Lessee under this Lease shall not have
been and shall not continue to have been duly assumed in
writing, pursuant to a court order or decree, by a trustee or
trustees appointed (whether or not subject to ratification)
in such proceedings in such manner that such obligations
shall have the same status as expenses of administration and
obligations incurred by such trustee or trustees, within 60
days after such petition shall have been filed; or
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(7) Any proceedings shall be commenced by or against
Lessee for any relief which includes, or might result in, any
modification of the obligations of Lessee under this Lease or
any other document or instrument furnished to Lessor in
connection herewith pursuant hereto, under any bankruptcy or
insolvency laws, or laws relating to the relief of debtors,
readjustments of indebtedness, reorganizations or
arrangements, compositions or extensions (other than a law
which does not permit any readjustments of the obligations of
Lessee hereunder or under any such other document or
instrument}, and, if commenced against Lessee, are consented
to or are not dismissed within 60 days after such proceedings
shall have been commenced.

{b) Remedies. Upon the occurrence of any Event of Default and at
any time thereafter so long as the same shall be continuing and shall not have
been remedied, Lessor may, at its option declare this Lease to be in default
and, at any time thereafter, may exercise one or more of the following
remedies, as Lessor in its sole discretion shall elect:

{1) Lessor may proceed by appropriate court action,
either at law or in equity, to enforce performance by Lessee
of the applicable covenants of this Lease or to recover
damages for the breach thereof;

(2) Lessor may, by notice in writing, terminate this
Lease as to any or all Cars, whereupon all rights of Lessee
to the use of such Cars shall absolutely cease and terminate
but Lessee shall remain liable as herein provided; and
thereupon Lessee, if so0 requested by Lessor, shall at the
expense of Lessee promptly return such Cars to the possession
of Lessor at such place as Lessor shall designate pursuant to
paragraph (b) of Section 22 of this Lease and in the
condition required upon the return thereof at the expiration
of this Lease;

(3) Lessor may enter upon the premises where any Car is
located and take immediate possession of and remove such Car,
all without liability on the part of Lessor for or by reason
of such entry or taking possession, whether for the
restoration of damage to property caused by such taking or
otherwise, and without such action constituting a termination
of this Lease as to such Car unless Lessor expressly notifies
Lessee in writing to that effect;

(4) Lessor may sell any or all Cars at public or
private sale, with notice to Lessee but with or without
advertisement, in such manner as Lessor may determine, or
otherwise dispose of, hold, use, operate, lease to others or
keep idle any or all thereof, as Lessor in its sole
discretion may determine and all free and clear of any rights -
of Lessee and without any duty to account to Lessee with
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respect to such action or inaction or for any proceeds with
respect thereto, except to the extent required by clause (6)
below in the event Lessor elects to exercise its rights under
said clause in lieu of its rights under clause (5) below;
provided, however, that the sale price to an Affiliate of the
Lessor may not be less than fair market value;

(5) Whether or not Lessor shall have exercised, or
shall thereafter at any time exercise, any of its rights
under clauses (2), (3) or (4) above, Lessor, with respect to
any Car, by written notice to Lessee specifying a payment
date not earlier than 15 days from the date of such notice
{"Payment Date"), may demand that Lessee pay to Lessor,
whereupon Lessee shall pay to Lessor, on the Payment Date, as
liquidated damages for loss of a bargain and not as a penalty
(i) any unpaid Additional Rent, {ii) any unpaid Basic Rent
with respect to such Car due up to and including the Rent
Payment Date (or the date which would have been such Rent
Payment Date but for the termination of this Lease) next
preceding the Payment Date and (iii) whichever of the
following amounts Lessor, in its sole discretion, shall
specify in such notice (together with interest on such amount
at the Late Payment Rate from the Payment Date to the date of
actual payment):

(A) An amount equal to the Loss Value of such Car,
such Loss Value computed as of the Rent Payment
Date next preceding the Payment Date; provided,
however, that Lessor shall be entitled without
deduction to such amount for such Car only if
Lessor shall have demanded the return of such Car
pursuant to clause (2) above and lessee shall have
failed to return such Car in accordance with the
terms of said paragraph;

(B) An amount equal to the excess, if any, of the
Loss Value of such Car computed as of the Rent -
Payment Date next preceding the Payment Date for
the remainder of the Primary Term hereunder of such
Car after discounting at the Late Payment Rate such
fair market rental value on such periocdic basis as
Basic Rent is payable hereunder to present worth as
of the Payment Date; or

(C) An amount equal to the excess, if any, of the
Loss Value of such Car computed as of the Rent
Payment Date next preceding the Payment Date over
the fair market value of such Car as of the Payment
Date.

For purposes of this clause, fair market value and fair

market rental value shall be determined according to the
procedure set forth in Section 9;
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{6) 1In the event Lessor, pursuant to clause (4) above,
shall have sold any Car, Lessor, in lieu of exercising its
rights under clause (5) above with respect to such Car, may,
if it shall so elect, demand that Lessee pay Lessor,
whereupon Lessee shall pay to Lessor, as liquidated damages
for loss of a bargain and not as a penalty (i) any unpaid
Basic Rent with respect to such Car due up to but not
including the Rent Payment Date (or the date which would have
been such Rent Payment Date but for the termination of this
Lease) preceding the date of such sale and (iii) the amount
of any deficiency between the net proceeds of such sale and
the Loss Value of such Car computed as of the date of such
sale, together with interest at the Late Payment Rate on such
amount from the date of such sale to the date of actual
payment; and

(7) Lessor may avail itself of any other remedy
provided by any statute or otherwise available at law, in
equity or in bankruptcy.

No remedy referred to in this paragraph is intended to be exclusive,
but each shall be cumulative and in addition to any other remedy referred to
above or otherwise available to Lessor at law, in equity or in bankruptcy, and
the exercise oOr beginning of exercise by Lessor of any one or more of such
remedies shall not preclude the simultaneous or later exercise by Lessor of
any or all such other remedies. No exXpress or implied waiver by Lessor of any
Event of Default hereunder shall in any way be or be construed to be a waiver
of any future or subsequent Event of Default. To the extent permitted by
applicable law, Lessee hereby waives any rights now or hereafter conferred by
statute or otherwise which may reguire Lessor to take any judicial proceedings
in connection with the Cars or to give any notice or to sell, lease or
otherwise use any Car in mitigation of Lessor's damages as set forth in this
paragraph or which may otherwise limit or modify any of Lessor's rights or
remedies under this paragraph. Lessee shall be liable for any and all unpaid
Additional Rent due hereunder before, after or during the exercise of any of
the foregoing remedies and for all reasonable legal fees and other costs and
expenses incurred by Lessor by reason of the occurrence of any Event of
Default or the exercise of Lessor's remedies with respect thereto, including
all costs and expenses incurred by Lessor in connection with the return of any
Car in accordance with the terms hereof or the placing of such Car in the
condition required hereunder.

SECTION 22. SURRENDER OF THE CARS.

(a) Expiration. Unless Lessee shall have exercised its option under
either Section 8 or Section 9 hereof, upon expiration of the Primary Term or
any Renewal Term of this Lease with respect to any Car, Lessee, at its own
expense and risk, will at the request of Lessor, deliver possession of such
Car to Lessor upon such storage tracks of any railroad within the continental
United States as Lessee may designate, or in the absence of such designation,
as Lessor may select, and permit Lessor to store such Cars on such tracks for .
a period not exceeding 90 days and transport the same at any time within such
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90~day period to any reasonable place on-any railroad lines in the continental
United States designated by Lessor upon not less. than 30 days' written notice
to Lessee. All such movement (but not to exceed one movement for each Car to
the storage tracks described above and from such storage tracks to the
redelivery location designated by Lessor as described above) and storage of
each such Car is to be at the risk and expense of Lessee.

(b) Default. If this Lease shall terminate in respect of any of the
Cars pursuant to Section 21 hereof, Lessee shall forthwith deliver possession
of such Cars to Lessor and shall give prompt telegraphic and written notice to
the Association of American Railroads and all railroads having possession of
any Car so to return such Cars. For the purpose of delivering possession of
any Car or Cars to Lessor as above required, Lessee will, at its own expense
and risk: (1) forthwith and in the usual manner cause such Cars to be
transported to such storage tracks of any railroad within the continental
United States, as shall be designated by Lessor or in the absence of such
designation, as Lessee may select, and there assembled; (2) furnish or arrange
for Lessor to store such Cars on any lines of railroad or premises approved by
Lessor until such Cars have been sold, leased or otherwise disposed of by
Lessor; and (3) cause such Cars to be transported to such interchange point or
points as shall be designated by Lessor upon any sale, lease or other
disposition of all or any of such Cars. All movement and storage of each Car
is to be at the risk and expense of Lessee.

(c) General. All Cars returned to Lessor under this Lease shall be
in the condition in which such Cars are required to be maintained pursuant to
Section 16 hereof and shall be free and clear of all Liens other than Lessor's
Liens; Lessee shall pay for any necessary repairs to place such Cars in such
condition and will pay and discharge all such Liens. The assembling,
delivery, storage and transporting of the Cars as provided above shall be at
the expense and risk of Lessee and are of the essence of this Lease, and upon
application to any court of equity having jurisdiction in the premises Lessor
shall be entitled to a decree against Lessee requiring specific performance of
the covenants of Lessee so to assemble, deliver, store and transport the Cars.
During any storage period, Lessee will, at its own expense and risk, maintain
and keep the Cars in good order and repair, will keep and maintain insurance
in respect thereof in the manner provided in Section 23 hereof and will permit
Lessor or any person designated by it, including the authorized representative
or representatives of any prospective purchaser of any Car, to inspect the
same. All amounts earned in respect of Cars after the date of termination of
this Lease with respect to such Cars shall belong to Lessor and, if received
by Lessee, shall be promptly turned over to Lessor.

SECTION 23. INSURANCE.

During the Primary Term of this Lease and any Renewal Term and while
the Cars are being assembled, stored and transported pursuant to Section 22
hereof, Lessee shall, at . its own expense, keep or cause to be kept each Car
insured against loss on an "all risk” basis in an amount at least equal to the
Loss Value for such Car. Lessee shall also maintain general public liability
insurance with respect to the Cars against damage because of bodily injury,
includihg death, or, damage to property of others, such insurance to afford
protection to the limit of not less than $25,000,000 per occurrence combined
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single limit or such greater amount as Lessor shall reasonably require. All
such insurance shall cover the interest of Lessor and Lessee in the Cars and
liability insurance shall name Lessor as an additional insured in respect of
risks arising out of the condition, the maintenance, use or ownership of the
Cars and shall provide that losses, if any, in respect of the Cars shall be
payable to Lessee and Lessor, as their respective interests may appear. All
pelicies of insurance maintained pursuant to this Section shall provide that
the insurer thereunder waives all rights of subrogation against Lessor and
Lessee, that 30 days' prior written notice of expiration or termination shall
be given to Lessor and that such insurance as to the interest of Lessor
therein shall not be invalidated by any act or neglect of Lessee or by any
foreclosure or other remedial proceedings or notices thereof relating to the
Cars or any interest therein nor by any change in the title or ownership of
the Cars or any interest therein or with respect thereto, or by the use or
operation of the Cars for purposes more hazardous or in a manner more
hazardous than is permitted by such policy. No such policy shall contain a
provision relieving the insurer thereunder of liability to the extent that
payment is made by & railroad company as compensation for the destruction
beyond repair of a Car pursuant to applicable rules of the Interstate Commerce
Commission, the United States Department of Transportation and the Association
of American Railroads. The loss, if any, under the policy covering the Cars
shall be adjusted with the insurance companies by Lessee, subject to the
approval of Lessor if the loss exceeds $100,000. All such policies shall
provide that the loss, if any, thereunder shall be adjusted and paid.as
provided in this Lease. Lessee shall furnish Lessor with certificates of
independent insurance brokers or other satisfactory evidence of maintenance of
the insurance required hereunder and with respect to any renewal policy or
policies shall furnish certificates evidencing such renewal prior to the
expiration date of the original policy or policies. All such policies shall
provide that the same shall not be cancelled or materially changed without at
least 30 days' prior written notice to each assured named therein.

The proceeds of any insurance received by Lessor on account of or for
any loss or casualty in respect of any Car shall be applied as follows: (1)
if such Car has been repaired, such proceeds shall be paid to Lessee upon a
written application signed by any authorized officer of Lessee for the payment
of, or to reimburse Lessee for the payment of, the cost of repairing such Car
so long as the repair parts become immediately subject to all of the terms and
conditions of this Lease and all public filings, recordings and registrations
necessary or expedient to vest title thereto in Lessor are accomplished by
Lessee at its expense (which application shall be accompanied by satisfactory
evidence of such cost and of the completion of such repair) or (2) if this
Lease is terminated with respect to such Car as a result of an Event of Loss,
such proceeds shall be applied in accordance with Section 15; provided that,
if Lessee is at the time of the application in default in the payment of any
other liability of Lessee to Lessor hereunder such proceeds shall be applied
against such liability. ’

For so long as Lessee is and remains a qualified self-insurer under
the applicable laws of the states within which it operates, the provision of
this Section requiring Lessee to maintain insurance policies in the form and
amounts set forth shall be waived.
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SECTION 24. NET LEASE.

This Lease is a net lease and Lessee acknowledges and agrees that
Lessee's obligation to pay all Rent payable hereunder, and the rights of
Lessor in and to such Rent, shall be absolute and unconditional and shall not
be subject to any abatement, reduction, setoff, defense, counterclaim or
recoupment whatsoever, including without limitation, abatements, reductions,
setoffs, defenses, counterclaims or recoupments due or alleged to be due to,
or by any reason of, any past, present or future claims which Lessee may have
against Lessor, the manufacturer, any lenders or against any Person for any
reascn whatsoever; nor, except as otherwise expressly provided herein, shall
this Lease terminate, or the obligations of Lessee be otherwise affected, by
reason of any defect in the Cars, the condition, design, operation or fitness
of, or any liens, encumbrances, security interests or rights of others with
respect to the Cars, any prohibition or interruption of or other restriction
against Lessee's use, operation or possession of the Cars for any reason
whatscever, the interference with such use, operation or possession by any
private person or entity, or by reason of any other indebtedness or liability,
howsoever and whenever arising, of Lessor, Lessee or any lenders to any other
Person or by any governmental authority, or by reason of any insolvency,
bankruptcy or similar proceedings by or against Lessor or Lessee, or for any
other cause whether similar or dissimilar to the foregoing, any present law to
the contrary notwithstanding, it being the intention of the parties hereto
that the Rent payable by lLessee hereunder shall continue to be payable in all
events and in the manner and at the times herein provided unless the
obligation to pay the same shall be terminated pursuant to the express
provisions of this Lease. .

SECTION 25. NOTICES.

Any notice from one party to the other shall be in writing and shall
be deemed to have been duly given when delivered personally or when deposited
in the United States mail, postage prepaid, addressed as follows:

If to Lessor: Great Western Leasing Corporation
555 California Street, Suite 4940
San Francisco, California 94104
Attention:

If to Lessee: The Chesapeake and Chio Railway Company
c¢/o CSX Transportation
100 North Charles Street
Baltimore, Maryland 21201
Attenticn: Treasurer-CSX Equipment Group

Either Lessor or the Lessee may at any time change such address by
delivering or mailing as aforesaid 10 days' prior written notice of such
change in address.

SECTION 26. ANNUAL, REPORTS AND INSPECTION.

Lessee agrees to maintain a standard and modern system of accounting
in accordance with generally accepted principles of accounting, and will
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furnish Lessor as soon as available and in any event within 90 days after the
close of each fiscal year of Lessee, financial statements in the form
furnished to its banks covering the financial condition and results of
operations cof Lessee for such fiscal year and containing a balance sheet as at
the end of such year and statements of income and earned surplus for such
year, each on a comparative basis with corresponding statements for the
preceding fiscal year. Lessee shall also furnish from time to time to Lessor
such additional information as to its financial condition and operations as
either of them may reasonably request.

Lessee shall permit inspection of the Cars from time to time by
agents of Lessor, at Lessor's sole cost, risk and expense, and Lessee shall
furnish to Lessor on demand from time to time, at Lessee's sole cost and
expense, if requested by Lessor, & statement showing the condition of the
Cars, what, if any, substantial repairs, alterations, and additions have been
made upon, in or to any Cars since the delivery thereof or the last preceding
report, as the case may be, and such other information regarding the location,
condition and state of repair of the Cars as Lessor may reasonably request.

SECTION 27. RECOEDING.

Lessee, at its own expense, will cause this Lease to be filed with
the Interstate Commerce Commisson in accordance with 49 U.S.C. §11303{(a) on or
prior to the Document Closing Date. Lessee will, at its own expense, from
time to time do and perform any other act and will execute, acknowledge,
deliver, file, register and record (and will refile, re-register, deposit and
redeposit or record whenever reguired) any and all further instruments
reguired by law or reasonably requested by Lessor for the purpose of proper
protection, to its satisfaction, of Lessor's interest in the Cars, or for the
purpose of carrying out the intention of this Lease. Lessee will promptly
furnish to Lessor evidence of all such filing, registering, depesiting or
recording, and an opinion or opinions of counsel for Lessee with respect
thereto satisfactory to the Lessor.

SECTION 28. LESSOR'S RIGHT TO PERFORM FOR LESSEE.

If Lessee fails to duly and promptly pay, perform or comply with any
of its obligations, covenants and agreements under this Lease, Lessor may
itself pay, perform or comply with any of such obligations for the account of
Lessee, without thereby waiving any Event of Default, and any amount paid or
expense jincurred by Lessor in connection therewith (including reasonable
attorneys' fees) shall, together with interest at the Late Payment Rate, be
payable to Lessor on demand.

SECTION 29. BINDING EFFECT.

This Lease shall be binding upon and shall inure to the benefit of
Lessor and Lessee and their respective successors and assigns.

SECTION 30. SEVERABILITY.

Any provision of this Lease prohibited or unenforceable in any
jurisdiction shall be ineffective to the extent of such prohibition or
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unenforceability without invalidating the remaining provisions hereof and any
such prohibition or unenforceability in any jurisdiction shall not invalidate
or render unenforceable such provision in any other jurisdiction.

SECTION 31, LESSEE'S RIGHT TO POSSESSION AND USE.

Anything to the contrary herein contained notwithstanding, Lessee's
right to possession and use of the Cars shall not be interfered with by
Lessor, its successors or assigns, as long as Lessee is not in default and
performs all of its obligations hereunder.

SECTION 32. GOVERNING LAW.

This Lease shall be construed in accordance with and shall be
governed by the laws of the State of California.

SECTION 33. EXECUTION IN COUNTERPARTES.

This Lease may be executed in any number of counterparts, each
counterpart constituting an original but all together one and the same
instrument and contract.

IN WITNESS WHEREOF, the parties hereto have caused this Lease to be
executed in their respective names as of the date first above written.

GREAT WESTERN LEASING CORPORATION

By

Title:

THE CHESAPEAKE AND OHIO RAILWAY COMPANY

o h > Ml

Title: V ARLTAALA
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STATE OF )

)ss:
COUNTY OF )
On this day of December, 1986, before me personally appeared
. to me personally known, who being by me duly sworn,
says that (s)he is the _ of GREAT WESTERN LEASING

CORPORATION, that the foregoing instrument was signed on behalf of said
corporation by authority of its Board of Directors, and (s)he acknowledged
that the execution of the foregoing instrument was the free act and deed of
said corporation.

Notary Public

[NOTARIAL SEAL]

My commission expires:

STATE OF;%kbﬁyéayuéD
}ss:
COUNTY OF£3¢éz;no¢dJ

On this ( day of December, 1986, before me personally appeared
/6729;6Zf7Q70 F? p me personally known, who being by me duly sworn,
says that (s)he is the 7r £HS VRER of THE CHESAPEAKE AND OHIO

RAILWAY COMPANY, that the foregoing instrument was signed on behalf of said
corporation by authority of its Board of Directors, and (s)he acknowledged
that the execution of the foregoing instrument was the free act and deed of
said corporation.

(los M) Evvara

Notary Public

My commlsslon explres' 7///7&
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unenforceability without invalidating the remaining provisions hereof and any
such prohibition or unenforceability . in any Jjurisdiction shall not invalidate
or render unenforceable such provision in any other jurisdiction.

SECTION 31. LESSEE'S RIGHT TO POSSESSION AND USE.

Anything to the contrary herein contained notwithstanding, Lessee's
right to possession and use of the Cars shall not be interfered with by
Lessor, its successors or assigns, as long as Lessee is not in default and
performs all of its obligations hereunder.

SECTION 32. GOVERNING LAW.

This Lease shall be construed in accordance with and shall be
governed by the laws of the State of California.

SECTION 33. EXECUTION IN COUNTERPARTS.

This Lease may be executed in any number of counterparts, each
counterpart constituting an original but all together one and the same
instrument and contract.

IN WITNESS WHEREOF, the parties hereto have caused this Lease to be
executed in their respective names as of the date first above written.

GREAT WESTERN LEASING CORPORATION

- yi
Novos P L
oy ezt [ Elecrsy

Title: Senior Vice Pres&jent

THE CHESAPEAKE AND OHIO RAILWAY COMPANY

By

Title:
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STATE OFClejbiov&md

. )ss:

COUNTY OF g Hatvesesed

Oon_th s/ﬁ'élaay of December, 1986, before me personally appeared
éiLLQAUt 74 giméﬁwumg , to me perso?glly known who being by me duly sworn,
says that (s)he is the Scutier Vi Akgﬁgﬁi;&gi of GREAT WESTERN LEASING

CORPORATION, that the foregoing instrument was signed on behalf of said

corporation by authority of its Board of Directors, and {s)he acknowledged
that the execution of the foregoing instrument was the free act and deed of
said corporation.

N;"*.:.r'/ rustic-Callfornia & R .
8AN FRANCISCO COUNTY | ‘ . £9240
{ My Comm. Exp. Sep. 25,1980 ° Notary Public %
735 Callfornia St. # 4848, San Francisco, CA 8404

[NOTARIAL SEAL]

My commission expires:é/a,{j a‘é 2 %0

STATE OF )
)ss:
COUNTY OF )
On this day of December, 1986, before me perscnally appeared
, to me personally known, who being by me duly sworn,
says that (s)he is the of THE CHESAPEAKE AND OHIO

RAILWAY COMPANY, that the foregoing instrument was signed on behalf of said
corporation by authority of its Board of Directors, and (s)he acknowledged
that the execution of the foregoing instrument was the free act and deed of
said corporation.

Notary Public

[NOTARIAL SEAL]

My commission expires:
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Number

of Cars

33

62

DESCRIPTION OF ITC CARS

Identifying Mark
and Numbers

NYSW 6870 through
. NYSW 6902, inclusive

NYSW 7000 through
RYSW 7061, inclusive

Lessor's

Cost

$165,897

$167,000

Exhibit A-]



Number
car

23

DESCRIPTION OF NON-ITC CARS

Identifying Mark
and Numbers

NYSW 6813 through
NYSW 6835, inclusive

NYSW 6861 through
NYSW 6869, inclusive.

Lessor's
Cost

$169,750

$165,897

Exhibit A-2



| o » Exhibit B .
Certificate of Acceptance

The Chesapeake and Ohio Railway Company, as Lessee under a Railroad
Equipment Lease dated as of December 15, 1986, with Great Western Leasing
Corporation (the "Lease"), hereby certifies that it has received and inspected
the following railroad cars, in accordance with Section 2 of the Lease,

specifically:

on the date written below, and such cars are in good order, condition and
repair, are ready for service, and are accepted on such date for all purposes
of, and subject to, the Lease.

THE CHESAPEAKE AND OHIO RAILROAD COMPANY

By

Title:

Date



1. ITC Cars

Month

120
132
144

2. Non-ITC Cars

Month

120
132

TERMINATION VALUES

Termination
Value

36.40%
28.91%
20.92%

Termination
Value

39.90%
31.65%

Maximum
Value

40.00%

32.25%
30.00%

Maximum

Value

46.90%
39.25%
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Exhibit D
DESCRIPTION OF OPINION

OF COUNSEL FOR LESSEE

The opinion of counsel for Lessee, which is to be provided under the
lLease on the Document Closing Date, shall be dated that date and addressed to
Lessor, shall be satisfactory in form and substance to Lessor and shall be to
the effect that:

1. Lessee is a corporation duly organized, validly existing and in
good standing under the laws of the Commonwealth of Virginia, is duly licensed
and qualified as a foreign corporation in good standing in each jurisdiction
in which such licensing or qualification is necessary to carry out the terms
of the Purchase Agreement and the Lease and has the corporate power and
authority to carry on its business as presently conducted, to take and hold
property under lease, and to enter into and perform its obligations under the
Purchase Agreement and the Lease.

2. The execution, delivery and perfocrmance by Lessee of the
Purchase Agreement and the Lease have been duly authorized by all necessary
corporate action on the part of Lessee.

3. Each of the Purchase Agreement and the Lease has been duly
executed and delivered by Lessee and constitutes the legal, valid and binding
obligation of Lessee, enforceable against Lessee in accordance with its terms
except as such enforcement may be qualified by bankruptcy, insolvency.
recrganization, meratorium or other similar laws affecting creditors' rights
generally and by applicable principles affecting the availability of specific
performance and other special or equitable remedies.

4, Neither the execution and delivery of the Purchase Agreement and
the Lease by Lessee, nor the consummation by Lessee of the transactions
contemplated thereby, nor the performance by Lessee of its obligations
thereunder, conflicts or will conflict with or results or will result in a
breach of any of the provisions of, the Certificate of -Incorporation or By-
Laws of Lessee, or, to the knowledge of such counsel, a violation of any Law,
Jjudgment, order, decree rule or regulation presently in eifect of any court,
administrative agency or other governmental authority or a breach or default
under any other agreement or instrument to which lLessee is a party or to which
Lessee, any of its property or the Cars are subject, or by which Lessee, any
of its property or the Cars are .bound, or results or will result in the
imposition of any Liens or encumbrances on any of its property.

5. No apprbval. consent or withholding of objection on the part of,
or filing, registration or gualification with, any governmental body, Federal,
state or local, is necessary in the Purchase Agreement or the Lease or '
compliance by Lessee with any of the provisions thereof.

6. There are no proceedings pending or, to the knowledge of such
‘counsel, threatened against or affecting Lessee in any court or before any
regulatory commission, board or other governmental administrative agency or
authority which, if adversely determined, would have a material adverse effect



on its financial condition or on its ability to fulfill its obligations under
the Purchase Agreement or the Lease.

7. The Bill of Sale delivered to Lessor pursuant to the Purchase
Agreement has been duly authorized, exXecuted and delivered by Lessee, in its
capacity as seller thereunder and constitutes the legal, valid and binding
obligation of Lessee, enforceable against Lessee in accordance with its terms,
except as such terms may be limited by bankruptcy, insolvency, reorganization,
moratorium or other similar laws affecting the enforcement of creditors’
rights generally and by applicable principles affecting the availability of
specific performance or other special or equitable remedies. Said Bill of
Sale is valid and effective to transfer, and does transfer, good title to the
Cars to Lessor, free and clear of all Liens and encumbrances excepting only
the rights of Lessee under the Lease.

8. The Lease has been filed for record or recorded with the
Interstate Commerce Commission pursuant to 49 U.S$.C. Section 11303 of the
Interstate Commerce Act and no other filing, recording or depositing is
necessary to protect Lessor's title to the Cars in the United States.

9. Title to the Cars has not been and will not be adversely
affected as a result of Lessee's use of the Cars pursuant to Interim User
Agreements among Gunderson, Inc., Intermodal Systems, Inc. and Lessee dated:
June 10, 1986, August 20, 1986 and November 1, 1986, all as amended and
supplemented.

With respect to matters of fact upon which such opinion is based,
counsel may rely on appropriate certificates of public officials and officers
of Lesseeg.
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Exhibit E-1
LOSS VALUES

' FOR_NON-ITC CARS
Rent Payment Date Percentage of
Occuring in the Lessor's Cost
Following Month of the Cars

Dec 1986 102.9831318Y
Jan 1881 102.11843596
Peb 1981 : 191.84{65750
Kar 1987 101.80182¢(1
kpr 1987 10161984514
Kay (1981 101.38231680 |
Jun 1981 10121372066 1
Jel 1981 100.96108812
ke 1981 100,1(088939
Sep . L1981 10054913486
Oct 1981 ! 100.21981160
Sov 1987 100.03954(1¢
Dec 1987 | 9982558150 ! |
Jen 11988 $6.509(3964
Peb (1988 $6. 23657188
Ker  [1988 95.98611991
kpr 1988 ) 9510117656
Ney 1388 95.18230850
Jun 1388 1 95.10536015
Jul ;1988 S THISLTT
hag 1388 §{. (6081630
Be 1988 94, 16{T0565
Oct 1988 93,811(5465
For 1388 93.48118549
Dec 1988 3. 11143340
Jun 1989 32.808318117
Peb 1989 $2.4502508(
Ker 1988 32.12608151
dpr 1989 91.76559900
May 1389 81.38031841
Jun 1889 v §1.01908251
Jul 1989 $0.62030169
hug 1989 §0.23132338
Sep 1989 89.8496193%
0c 1989 89, (34290(S
Nov 1989 89.02663043

N I
Dec 1989 88.52411856
Jan 1990 ' 83.19188308
Peb 1990 £7.76518388
Ko 1950 87.3428519)
lpr 1390 86.50307004
Kay 1390 g6. ({71754
Jup 11990 85.99579334
Jul 1990 85.52613596
hug 11990 §S.05693813
Sep 11990 §(.58(81980
Oct 139D 8(.09706709
Hov 1990 83.60736828
Dec 1390 §3.11241360 !
Jua 1991 82.60611982
Feb 1981 82.09814040
Kar {991 81.58((7667
kpr 1981 £1.06833115
Kay 1991 §0.5479516¢
Jua 81 £0.021331¢41
Jul 1991 ' 79.5025412¢
heg  199) 1897412119
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Rent Payment Date
" Occuring in the
Following Month

LOSS VALUES
FOR RON-ITC CARS
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Percentage of
Lessor's Cost

_of the Cars ’

18.4{107002
11.91016706
1131441887

16.83682522
16.23563026
15. 15231684
15.20751351
11,65542356
1410041815
13.53890097
13.00042191
12.4(60348) !
il

1

18

.89088651 . |
Jguate | |
RIITH AT

10.138924(6
69.62667638
63.053(672¢
68.4808(851
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|

s.90591236 |
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st.499a¢101
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e e e R T
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(8.97195209
(9.30115510
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Rent Paymént Date
Occuring in the

Following Month

Nar
Apr
Kay
Jun
Jul
kug
Je

D¢

Koy

Dec
Jen
Feb
E;r
pr
Kay
Jun
Jul
éu(
[
ch
Hov

Dec
Jan
Peb
ﬁar

pr
Nay
Jun
Jul
Aug

L.OSS VALUES
FOR _NON-ITC CARS

Percentagéwéf
Lessor's Cost
of the cars

{5.9732680(
{5.29609506
{{.50172260
{1.93687685
(3.23698361 ,
(2.5¢993915 |
(187138797 |
(1,156852(1
{0.41050140

39.19001013
39.068§1303
38.36215057
31.61338011
36.96150559
16.22581556
15.59242121
1,13162093
3(. 06955543
33.36865020
12.£1604000
3188436128

3111536610
10. (1130021 -
19.6636(810 :
13.95150203
28.20115105 ¢
21.4385(32
26.13662814
25.91(52288
25.31658262
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Exhibit E-2

LOSS VALUES
FOR _ITC_CARS

Percentage of
Lessor's Cost

Rent Payment Date
Occuring in the

the Cars
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Following Month
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Exhibit E-2

L.OSS VALUES
OR_ITC CARS

Percentage of
Lessor's Cost

*

Rent Payment Date
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of the Cars_

Following Honth
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OR _ITC _CARS
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of the Cars
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