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Dated as of October 1, 1985
between
THE DETROIT EDISON COMPANY, Lessee
and

THE BANK OF NEW YORK, Lessor

[Covering 610 Greenville Rotary Dump Gondola Cars]

The rights and interests of the Lessor under this
Lease are subject to a security interest in favor of
Mercantile-Safe Deposit and Trust Company, as agent for a

certain investor. The original of this Lease is held by
said Agent.
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LEASE OF RAILROAD EQUIPMENT dated as of
October 1, 1985, between THE DETROIT EDISON
COMPANY, a Michigan corporation (the "Les-
see"), and THE BANK OF NEW YORK, a New York
corporation (the "Lessor").

WHEREAS the Lessor is entering into a Conditicnal
Sale. Agreement dated as of the date hereocf (the "CSA") with
Greenville Steel Car Company (the "Builder"), pursuant to
such the Builder has agreed to manufacture, conditionally
sell and deliver to the Lessor the units of railroad equip-

ment described in Schedule A hereto (the "Equipment");

. WHEREAS the Builder under aﬁ Agreement and Assign-

ment dated as of the date hereof (the "CSA Assignment") is

assigning its interests in the CSA to Mercantile~Safe
Deposit and Trust Company acting as Agent (hereinafter,
together with its successors and assigns and the Investor,
as hereinafter defined, called the ."Vendor") under a Par-

‘ticipation Agreement dated as of the date hereof (the

"Participation Agreement") with the Lessee, the Lessor and
the Investor named therein (said investor, together with its
successors and assigns, being hereinafter called the "Inves-
tor");

WHEREAS the Lessee desires to lease such number of
units of Equipment as are delivered and accepted and settled
for under the CSA (the "Units") at the rentals and for the
terms and upon the conditions hereinafter provided; and

WHEREAS the parties contemplate that the Lessor
will assign ‘for security purposes certain of its rights in
this Lease to the Vendor by an Assignment of Lease and
Agreement dated as of the date hereof (the "Lease Assign-
ment"), and the Lessee will consent thereto by a Consent and
Agreement (the "Consent");

NOW, THEREFORE, in consideration of the premises
and of the rentals to be paid and the covenants hereinafter
mentioned to be kept and performed by the Lessee, the Lessor
hereby leases the Units to the Lessee upon the following
terms and conditions:



§ 1. NET LEASE

This Lease is a net |lease and the Lessee shall not
be entitled to any abatement of rent or additional rent or
any other amounts payable by %t hereunder (all such rent,
additional rent and other amounts are referred to
collectively in this § 1 as "Rent"), or setoff against or
recoupment or reduction of Rent including, but not limited
to, abatements, setoffs, reductlons or recoupments due or
alleged to be due by reason of any past, present or future
claims or counterclaims of thé Lessee against the Lessor
under this Lease or the CSA or otherwise, or against the
builder or the Vendor or any other person or for any other
reason whatsoever. The Lessee's obligations hereunder,
including its obligations to pay all Rent, shall be absolute

. | .
and unconditional under any and all circumstances, and
except as otherwise expressly |provided herein, this Lease
shall not terminate, nor shall the respective obligations of
the Lessor or the Lessee be otherwise affected, by reason of
any defect in or damage to or |loss of possession or loss of
use or destruction of all or any of the Units from whatso-
ever cause, any liens, encumbrances or rights of others with
réspect to any of the Units, the prohibition of or other
restriction against the Lessee s use of all or any of the
Units, the interference with such use by any person, the
invalidity or unenforceablllty or lack of due authorization
of this Lease, any insolvency |[of or any bankruptcy, reorga=-
nization or similar proceedlng against the Lessee, or for
any other cause whether 51m11ar or dissimilar to the forego-
ing, any present or future law to the contrary notwithstand-
ing, it being the intention of the parties hereto that all
Rent payable by the Lessee hereunder shall continue to be
payadble in all events in the manner and at the times herein
provided unless the obllgatlon to pay the same shall be
terminated pursuant to the express provisions of this Lease.
To the extent permitted by appllcable law, the Lessee hereby
waives any and all rights which it may now have or which at
any time hereafter may be conferred upon it, by statute or
otherwise, to terminate, cancel, quit or surrender the lease
of any of the Units except in |accordance with the express
terms hereof. Each payment of Rent made by the Lessee
hereunder shall be final and the Lessee shall not seek to
recover all or any part of such payment from the Lessor for
any reason whatsoever except manifest error.

D




§ 2. DELIVERY AND ACCEPTANCE OF UNITS

The Lessor hereby appoints the Lessee its agent
for inspection and acceptance of the Units pursuant to the
CSA. The Lessor will cause each Unit to be delivered to the
Lessee at the point or points within the United States of
America at which such Unit is delivered to the Lessor under
the CSA. Upon such delivery, the Lessee will cause an
employee of the Lessee to inspect the same and, if such Unit
is found to be acceptable, to accept delivery of such Unit,
and the Lessee shall execute and deliver to the Lessor a
certificate of acceptance ("Certificate of Acceptance")
substantially in the form annexed hereto as Schedule D,
whereupon, except as provided in the next sentence hereof,
such Unit shall be deemed to have been delivered to and
accepted by the Lessee and shall be subject thereafter to
all the terms and conditions of this Lease. The delivery,
inspection and acceptance hereunder of any unit of Equipment
excluded from the CSA pursuant to the first paragraph of
Article 4 thereof shall be null and void and ineffective to
subject such unit to this Lease or to constitute acceptance
thereof on behalf of the Lessor for any purpose whatsoever.

§ 3. RENTALS

(1) The Lessee agrees to pay the Lessor, as
rental for each Unit subject to this Lease, 32 consecutive
payments, payable in arrears, commencing January 2, 1987, to
and including July 2, 2002. The 32 rental payments shall
each be in an amount equal to the basic lease rate set forth
in Schedule B hereto for the applicable payment date
multiplied by the Purchase Price (as defined in Article 4 of
the CSA) of each Unit subject to this Lease. In addition,
if the Vendee shall fail to pay to the Agent on July 2,
1986, an amount equal to interest accrued to said date on
the CSA Indebtedness as required by the first sentence of
Paragraph 10 of the Participation Agreement, the . Lessee
shall on July 2, 1986, pay to the Agent an amount equal to
said accrued interest, in which event the Lessee shall have
a right to sue the Vendee for the amount so paid to the-
Agent plus interest thereon at the Prime Rate (as defined in
§ 16 hereof) plus 1% per annum until repaid or withhold an.
amount equal to the same plus such interest thereon from
rentals hereunder but only to the extent such withholdings
are not requiréd to satisfy the obligations of the Vendee
under the CSA,

{2) The basic lease rates set forth in Schedule B
hereto and the related Casualty Values and Termination



Values set forth in Schedule C hereto have been calculated
on the assumptions that the Units will have been delivered
and settled for by the Lessor|and the Agent on the dates and
in the amounts as follows:

Number of Assumed Assumed Assumed
Units Delivery Date |Settlement Date Settlement Amount ¥
200 October 1985 10/30/85 $7,760,000 o
205 November 1985 11/30/85 7,954,000
205 December 1985 12/30/85 7,954,000
$23,668,000

If for any reason such assumptions are not correct, then
such basic lease rates and SULh Casualty values and Termina-
"tion Values payable by the Lessee hereunder in respect of
the Units on and after January 2, 1987, shall be increased
or decreased, as the case may|be, by such amount as shall,

in the reasonable opinion of the Lessor, cause the Lessor's
nominal after-tax yield and net after-tax cash flows as were
originally anticipated by the|Lessor in evaluating this
transaction (such yield and cash flow being hereinafter
called "Net Economic Return")|to be the same as if such
assumptions had been correct.| The Lessor shall provide a
schedule of such rentals and Casualty Values to the Lessee
and the Agent promptly after the facts have been determined
and the calculations have been made by the Lessor. If the
Lessee so requests, such calculations will, at the expense
of the Lessee, be verified by|the Lessor's independent
auditors and the determination of such auditors shall be
binding on the parties heretol

Notwithstanding anything to the contrary set forth
herein, the rentals and Casualty Value and Termination
percentages, as adjusted pursuant to this § 3, shall always
be sufficient to satisfy the obllgatlons of the Lessor under
the CSA regardless of any limitation of.liability set forth
therein and the date on which’rental is payable shall in any -
event be consistent with the Lessor's payment obligations
under the CSA. ‘

If any of the rental payment dates referred to
above is not a business day the rental payment otherwise
payvable on such date shall be]payable on the next preceding
business day. The term "bu31ness day" as used herein means
a calendar day, excluding Saturdays, Sundays and any other
day on which banking 1nst1tutlons in New York City, New
York, Detroit, Michigan, or Baltlmore, Maryland, are
authorlzed or obligated to remain closed.
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The Lessor irrevocably instructs the Lessee to
make all the payments provided for in this Lease, including,
but not limited to, the payments provided for in this § 3
and in § 7 hereof, but excluding all Excluded Payments as
defined in the Lease Assignment, at the principal office of
the Vendor, for the account of the Lessor in care of the
Vendor, with instructions to the Vendor, first, to apply
such payments to satisfy the obligations of the Lessor under
the CSA, and, second, so long as no event of default under
the CSA shall have occurred and be continuing, to pay any
balance promptly to the Lessor at such place as the Lessor
shall specify in writing. 1If the Lease Assignment is not
executed and delivered, or if the Lessee shall have been
advised by the Agent in writing that all sums due from the
Vendee under the CSA have been fully discharged and
satisfied, payments thereafter due shall be made to the
Lessor. The Lessee agrees to make each payment provided for
herein as contemplated by this paragraph by wire transfer of
immediately available funds to the Vendor or the Lessor, as
the case may be, by 11:00 a.m., New York City time, on the
date such payment is due.

§ 4. TERM OF LEASE

4.1. Beginning and Termination. The term of this
Lease as to each Unit shall begin on the date of delivery
and acceptance of such Unit hereunder and, subject to the
provisions of §§ 7, 10 and 13 hereof, shall terminate on the

. date on which the final payment of rent in respect thereof

is due pursuant to § 3.1 herecf. The cobligations of the
Lessee hereunder (including, but not limited to, the obliga-
tions under §§ 3, 6, 7, 9 and 14 hereof) shall survive the
expiration or termination of the term of this Lease.

4.2. Rights and Obligations of Lessee Subject to
CSA. Notwithstanding anything to the contrary contained
herein, all rights and obligations of the Lessee under this
Lease and in and to the Units are subject to the rights of
the Vendor under the CSA. If an event of default should
occur under the CSA, the Vendor may terminate this Lease (or
rescind its termination), all as provided therein; provided,
however, that, so long as (i) no Event of Default exists
hereunder, (ii) the Lessee is complying with the provisions

of the Consent and (iii) the Vendor is entitled to apply the

Payments (as defined in the Lease Assignment) in accordance
with the Lease Assignment, this Lease may not be terminated
and the Lessee shall be entitled to the rights of posses-
sion, use and assignment provided under § 12 hereof.



§ 5.

S.1.

IDENTIFIC

Identifying Numbers;

ATION MARKS

Legend, Changes. The

Lessee will cause each Unit to be kept numbered with the

identification number set forth in Schedule A hereto,

and

will keep and maintain, plainly, distinctly, permanently and

conspicuously marked on each side of each Unit,

in letters

not less than one inch in height, the words "OWNERSHIP
SUBJECT TO A SECURITY AGREEMENT FILED WITH THE INTERSTATE

COMMERCE COMMISSION",
from. time to time may be requi
the Vendor and the Lessor, in
and the Vendor's title to and
rights of the Lessor under thi
Vendor under the CSA. The Les
Unit in operation or exercise
the same until such words shal

with apﬁropriate changes thereof as

red by law, in the opinion of
order to protect the Lessor's
interest in such Unit and the
s Lease and the rights of the
see will not place any such

any control or dominion over

1l have been so marked and will

replace promptly any such marklngs which may be removed,

obliterated, defaced or destroyed

The Lessee will not

change the identification numper of any Unit unless and
until (i) a statement of new number or numbers to be sub-
stituted therefor shall have been filed with the Vendor and

the Lessor and duly filed and

‘dep031ted by the Lessee in all

public offices where this Lease and the CSA shall have been
filed and deposited and (ii) the Lessee shall have furnished
the Vendor and the Lessor an oplnlon of counsel to the
effect that such statement hae been so filed and dep051ted
that such flllng and deposit w1ll protect the Vendor's and
the Lessor's rights in such Units and that no other filing,

deposit or giving of notice w1

th or to any Federal, state or

local government or agency thereof is necessary to protect
the rights of the Vendor and the Lessor in such Units.

5.2.

Insignia of Lessee.

Except as provided in

§ 5.1,
association or corporation to

the Lessee will not allow the name of any person,

be placed on any Unit as a

designation that might be interpreted as a claim of owner-

ship; provided, however, that

the Units may be lettered with

the names or initials or other insignia customarily used by

the Lessee or its affiliates.

§ 6.

The Lessee assumes responsibility for,

to pay,
the Lessor,
agents, employees, officers,

TAXES

and agrees

hold harmless and 1ndémn1fy on an after-tax basis

the Investor and the Vendor and their servants,
dlrectors
assigns (the "Indemnified Persons" ) against,

successors and
all taxes,




ry

fees, assessments, withholdings, levies, imposts, duties,
license and registration fees and other governmental charges
of any nature whatsoever, including without limitation
penalties, additions to tax and interest (all such taxes,
fees, assessments, withholdings, levies, imposts, duties,
license and registration fees, other governmental charges,
penalties, additions to tax and interest being hereinafter
called "Taxes"), imposed on, incurred by or asserted against
any Indemnified Person or the Units or any thereof on
account of, or with respect to or in any way relating to or
arising out of, this Lease or the CSA or any document
referred to herein or therein or any of the transactions
contemplated hereby or thereby or the manufacture, purchase,
acquisition, acceptance or rejection of the Units or any
thereof or the ownership, delivery, non-delivery, leasing,
subleasing, transfer of title, use, operation, maintenance,
repair, condition, sale, return, abandonment or other
application or disposition of the Units or any thereof or
any indebtedness with respect thereto or the rentals,
receipts, earnings or gains arising therefrom; provided,
however, that there shall be no indemnification hereunder
for (i) any Taxes imposed on or measured by any fees or
compensation received by the institution who is the Vendor,
(ii) Federal income taxes and income or franchise taxes
imposed on the Investor or its successors and assigns with
respect to interest paid on the CSA Indebtedness,

(iii) Federal income taxes and income or franchise taxes
imposed on the Lessor or its successors or assigns by the
State of its incorporation or, if different, by the state in
which its principal office is located or any taxing
authority or jurisdiction therein or by any other taxing
jurisdiction not related to: (w) the execution, delivery
and performance of this Lease, the Participation Agreement
or the CSA or any document referred to herein or hereof or
any of the transactions contemplated hereby or thereby or
(x) the manufacture, purchase, acquisition, acceptance, or
rejection of the Units or any thereof, or (y) the ownership,
delivery, non-delivery, leasing, subleasing, transfer of
title, use, operation, maintenance, repair, condition, sale,
return, abandonment or other application or disposition of
the Units or any thereof or any indebtedness with respect
thereto, or (z) the rentals, receipts, earnings or gains
arising therefrom, and (iv) Taxes payable by the Lessor as a
result of any transfer of any of its interest in the Equip-

-ment unless such transfer is made during the continuance of

an Event of Default hereunder. The Lessee shall pay all
Taxes for which it assumes liability hereunder when such
Taxes are due and will indemnify each Indemnified Person to
the extent reguired by this § 6 within thirty (30) days
arter receipt of a written demand for indemnification



from the Indemnified Person sp
paid, the basis on which such
nature of the Taxes in guestio

ecifying the amount to be

emount was determined and the
n.

In the event that the Lessor shall become obli-
gated to make any payment to the Builder or the Vendor or

otherwise pursuant to any corr
(other than the proviso to the
thereof) not covered by the fo
the Lessee shall pay such addi

also be deemed Taxes hereunder
the Lessor to fulfill complete

said provision.

In the event any ret
with respect to Taxes are required to be made,

will make such returns,

espondlng provision of the CSA
third paragraph of Article 12
regoing paragraph of this § 6,
tional amounts (which shall

) to the Lessor as will enable
ly its obligations pursuant to

statements or reports
the Lessee

urns,

statements and reports in such

manner as to show the interest| of the Lessor and the Vendor

in the Units; provided, howeve

r, that the Lessor shall, with

respect to any State or politi
United States of America, file

reports relating to sales or use taxes,

charges on or measured by the

receipts arising from the Units,

. Lessor thereto, as the Lessee
to be filed,

Lessor shall remit the amount

and as shall be prepared by the Lessee,

cal subdivision thereof of the
such returns, statements, and
and taxes, fees, and
Lessor's earnings or gross
or the value added by the
shall determine are required
and the
thereof upon payment by the

Lessee to the Lessor (such payment to be made forthwith upon

demand by the Lessor therefor)
charges except as provided abo

Lessor has information necessa
statements and report

returns,
information to the Lessee.

To the extent that 't

of such taxes, fees and

ve. To the extent that the
ry to the preparation of such
s, it will furnish such

he Lessee may be prohibited by

law from performing in its ownl name the duties required by

this § 6,

Lessee shall indemnify and hol
against any and all claims, co
and liabilities incurred in co
of,
this authorization.

The Lessee shall,
the Lessor, submit to the Less
ments, reports, billings and
evidence satisfactory to the L
mance of its duties under this

qemlttances,

the Lessor hereby a@thorized the Lessee to act in

provided, however, that the
d the Lessor harmless from and
sts, expenses, damages, losses
nnection therewith as a result

|
|

or incident to, any actiod by the Lessee pursuant to

whenever reasonably requested by

state-
or furnish other
of the Lessee's perfor-
The Lessee shall also

or copies of returns,

essor,
§ 6.
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furnish promptly upon request such data as the Lessor
reasonably may require to permit the Lessor's compliance
with the requirements of taxing jurisdictions.

The Lessee adrees to pay all amounts due under
this § 6 free of any Taxes and to indemnify each Indemnified
Person against any Taxes imposed by reason of any payment
made by the Lessee so that the Indemnified Person to whom or
for whose benefit the payment is made shall receive an
amount which, net of any Taxes or other charges required to
be paid by such Indemnified Person in respect thereof
(calculated at the maximum statutory rates then in effect),
shall be equal to the amount of payment otherwise required
hereunder. Without limiting the foregoing, the amount which
the Lessee shall be required to pay with respect to any
Taxes subject to indemnification under this § & shall be an
amount sufficient so that, after considering the tax and
other effects of the Taxes in question and the receipt of
indemnification payments hereunder, the Indemnified Person
will have the same Net Economlc Return had such Taxes not
been incurred or imposed.

In the event that, during the continuance cof this
Lease, the Lessee becomes liable for the payment or reim-
bursement of any Taxes pursuant to this § 6, such liability
shall continue, notwithstanding the expiration of this
Lease, until all such Taxes are paid or reimbursed by the
Lessee. :

If any claim is made against any Indemnified
Person or if any proceeding is commenced against any Indem-
nified Person for any Taxes as to which the Lessee has an
indemnity obligation pursuant to this § 6, such Indemnified
Person shall promptly notify the Lessee, but the failure to
provide such notice shall not affect the Lessee's obliga-
tions hereunder to any Indemnified Person except that the
Lessee shall not be obligated to indemnify such Indemnified
Person for any additional Taxes or penalties or interest
thereon to the extent resulting solely from such failure.
If reasonably requested by the Lessee in writing, upon
determination by such Indemnified Person (which
determination shall be reasonable) that the action to be
taken will not result in any substantial risk or
consequences materially adverse to it and that the action to
be taken will not result in any material danger of sale,
forfeiture or loss of, or the creation of any liens (except
if the Lessee shall have adequately bonded such lien or
otherwise made provision to protect the interests of such
Indemnified Person in respect of such lien in a manner
satisfactory to such Indemnified Person) on the Units or any
thereof, such Indemnified Person shall upon receipt of
indemnity satisfactory to it and at the expense of the

L-9



Lessee (including, without limitation, all costs, expenses,
attorneys' and accountants' fees and disbursements, pen-
alties and interest) in good falth contest the wvalidity,
applicability or amount of such Taxes by, in such Indem-
.nified Person's sole dlscretlon, (A) resisting payment

thereof, (B) not paying the same except under protest, if

protest is necessary and proper, or (C) if payment is made,
using reasonable efforts to obtaln a refund thereof in
appropriate administrative and judicial proceedings. Such
Indemnified Person shall not be required to take any action
pursuant to this paragraph unless and until the Lessee shall
have agreed to indemnify such’Indemnified Person in a manner
.-reasonably satisfactory to such Indemnified person for any
llablllty or loss which such Indemnlfled Person may reasonably
incur as a result of such contest and shall have agreed to
pay such Indemnified Person on demand all costs and expenses
which such Indemnified Person|may reasonably incur in
connection with such contest ﬁincluding.fees and disbursements
of counsel). Any contest required pursuant to the preceding
sentence shall, at the option|of such Indemnified Person, be
conducted by such Indemnified|Person or the Lessee in the
name of the Lessee or such Indemnlfled Person. With respect
to property taxes, sales and use taxes, and other similar
taxes levied or imposed dlrectlj on the Equipment or the use
or value thereof (other than 1ncome or franchise taxes on or
based on income), at the request 0f the Lessee, the Indemnified
Person will permit the Lessee|to conduct the contest so long
as the contested liability is|the only contested liability
of the Indemnified Person then pending or threatened before
the respective taxing authorltles In the case of any
contest conducted by the Lessee the Indemnified Person will
take or join in any action reasonably requested by the
Lessee with respect thereto. |If any such contest involves
payment of the Tax in questlon, the Lessee shall either make
such payment directly to the epproprlate authority or
furnish to such Indemnified Person sufficient funds to make
such payment. The Lessee agrees to give such Indemnified
Person reasonable notice of any contest prior to the date by
which it must be commenced. If any Indemnified Person
obtains a refund of all or any part of any Tax paid or
reimbursed by the Lessee and 1f no Event of Default or event
with which the giving of notlce and/or passage of time would
become an Event of Default shall have occurred and be
continuing, such Indemnified Person shall promptly pay to
the Lessee the amount of such) refund net of expenses not
already paid or reimbursed by|the Lessee; provided, however,
that the aggregate amount of all payments with respect to
any Taxes made by the Indemnified Person to the Lessee
pursuant to this sentence shall not exceed the aggregate
amount of all payments made by the Lessee to such
Indemnified Person pursuant to this § 6 with respect to such

L-10
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addition to such refund such Indemnitee shall receive an
amount representing interest on the amount of such refund,
the Lessee shall promptly be paid that portion of such
interest that is fairly attributable to Taxes paid or
reimbursed by the Lessee prior to the receipt of such
refund. Nothiny contained herein shall require any Indem-
nified Person to contest or permit the Lessee to contest a
claim which it would otherwise be required to contest if
such Indemnified Person shall waive payment by the Lessee of
any amount that might otherwise be payable by the Lessee
under this § 6 by way of indemnity in respect of such claim.
or if an Event of Default shall have occurred and be continu-
ing hereunder.

§ 7. MAINTENANCE, CASUALTY OCCURRENCE,
INSURANCE, ECONOMIC OBSOLESCENCE

7.1. Maintenance. The Lessee at its own expense
will maintain, service, repair and/or overhaul, as neces-
sary, each Unit (including any parts installed on or
replacements made to any Unit which are considered an
accession thereto pursuant to § 9.3) so that each Unit will
remain (a) in good operating condition (ordinary wear and
tear excepted) for its intended purpose, (b) in compliance
with any and all applicable laws and regulations and all
mandatory safety bulletins issued by the Builder applicable
to the Equipment, (c) meet the standards then in effect
under the interchange rules of the American Asscociation of
Railroads and (d) in compliance with the Lessee's insurance
policies and not in violation of any of the Builder's
warranties. The Lessee shall not discriminate between the
Equipment and such other similar equipment to the detriment
of the Equipment in its maintenance procedures and
practices.

7.2. Casualty Occurrences. In the event that any
Unit shall be or become worn out, lost, stolen, destroyed
or, in the good faith and reasonable opinion of the Lessee,
irreparably damaged, or remains in an inoperable condition
for six (6) consecutive months (excluding any period during
which the Lessee is unable to repair same or make same
operable due to labor strikes or other work stoppages,
lockouts, or events beyond the reasonable control of the
Lessee) from any cause whatsoever, or permanently returned
to the Builder pursuant to any patent indemnity provision of
the CSA prior to the return of such Unit in the manner set
forth in § 14 hereof, or should title to any Unit be taken
or requisitioned by condemnation or otherwise by any govern-
mental authority, or should use of any Unit be taken or
requisitioned by any governmental authority for a period
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exceeding six (6) consecutive |months (such occurrences being
hereinafter called "Casualty Occurrences"), the Lessee shall
promptly (but in any event within 30 days after such Casual-
ty Occurrence) and fully notify the Lessor and the Vendor
with respect thereto. On the|date set forth in Schedule C
hereto next succeeding such notlce (each such date being
herein called a "Casualty Payment Date") the Lessee shall
pay to the Lessor an amount equal to the rental payment or
payments in respect of such Unlt then due and payable plus a
sum equal to the Casualty Value (as defined in § 7.4 hereof)
of such Unit as of such rental payment date. Upon the
making of such payment by the‘Lessee in respect of any Unit,
the rental for such Unit shall cease to accrue, the term of
this Lease as to such Unit shall terminate and (except in
the case of the loss, theft, complete destruction or
permanent return to the Bullder of such Unit) the Lessor
shall be entitled to recover possession of such Unit.

Whenever any Unit shall suffer a Casualty
Occurrence after termination of this Lease at the expiration
of the original or extended term hereof and before such Unit
shall have been returned in the manner provided in § 14
hereof, the Lessee shall promptly and fully notify the
Lessor with respect thereto and pay to the Lessor (in
addition ‘to any amounts due pursuant to § 14 hereof) an
amount equal to the Casualty Value as of the end of such
original or extended term of this Lease, as the case may be.

7.3. Lessee Agent for Disposal. The Lessor
hereby appoints the Lessee its agent to dispose of any Unit
suffering a Casualty Occurrenoe or any component thereof, at
the best price obtainable on an "as is, where is" basis.
Provided that the Lessee has prev1ously paid the Casualty
Value to the Lessor and provided no Event of Default (or
other event which after notlce or lapse of time or both
would become an Event of Default) shall have occurred and be
continuing, the Lessee shall be entitled to the net proceeds
of such sale to the extent they do not exceed the Casualty
Value of such Unit, and shall‘pay any excess to the Lessor.
The Lessee shall be entitled to credit against the Casualty
Value payable in respect of any Unit permanently returned to
the Builder pursuant to any patent indemnity provision of
the CSA an amount equal to any net patent indemnity payment
in respect of such Unit made by the Builder to the Vendor
under the CSA. The Lessee w1ll pay all costs and expenses
in connection with the sale of any Unit pursuant to a
Casualty Occurrence.

7.4. Casualty Value During the original term of
this Lease, the Casualty Value of each Unit as of any
Casualty Payment Date shall an amount equal to the
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‘percentage of the Purchase Price of such Unit as is set
forth in Schedule C hereto opposite such Casualty Payment
Date. During any renewal term hereof the Casualty Value of
each Unit as of any Casualty Payment Date shall be an amount
equal to the Fair Market Value of such Unit at the beginning
of such renewal term.

7.5. Requisition. In the event of the
requisition (except after such requisition has become a
Casualty Occurrence) of use by any governmental authority
{hereinafter collectively called the "Government") of any
Unit during the term of this Lease or any renewal thereof,
all of the Lessee's obligations (including without
limitation the obligation to pay rent) under this Lease with
respect to such Unit shall continue to the same extent as if
such requisition had not occurred, except that if such Unit
is returned by the Government at any time after the end of
the term of this Lease or any renewal thereof, the Lessee
shall be obligated to return such Unit to the Lessor
pursuant to § 11 or 14 hereof, as the case may be, promptly
upon such return by the Government rather than at the end of
the term of this lease or any renewal thereof, but the
Lessee shall in all other respects comply with the
provisions of said § 11 or 14, as the case may be, with
respect to such Unit. All payments received by the Lessor
or the Lessee from the Government for the use of such Unit
during the term of this Lease or any renewal thereof and
prior to such use having become a Casualty Occurrence shall,
to the extent such payments are equal to or less than the
rent payable by the Lessee hereunder in respect of such
Unit, be paid over to, or retained by, the Lessee, provided
no Event of Default {or other event which after notice or
lapse of time or both would become an Event of Default)
shall have occurred and be continuing, and all payments in
excess thereof shall be paid over, or retained by, the
Lessor. All payments received by the Lessor or the Lessee
from the Government for the use of such Unit after such use
shall have become a Casualty Occurrence, shall be paid over
to, or retained by, the Lessee, up to an amount equal to the
Casualty Value actually paid by the Lessee in respect
therecf, and all such payments in excess thereof shall be
paid over to, or retained by, the Lessor. All payments
received by the Lessor or the Lessee for the use of such
Unit after the original term of this Lease or any renewal
thereof shall be paid over to, or retained by, the Lessor.

Except as hereinabove provided in this § 7, the
Lessee shall not be released from its obligation hereunder
in the event of, and shall bear the risk of, any Casualty
Occurrence to any Unit from and after delivery and accep-
tance thereof by the Lessee hereunder.
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7.6. Insurance. The Lessee will, at all times
prior to the return of the Units to the Lessor, at its own
expense, cause to be carried and maintained with insurance
carriers reasonably satlsfactory to the Lessor and the
Vendor physical damage 1nsuranée and public liability
insurance in respect of the Unlts at the time subject
hereto, against such reasonable risks, in such reasonable
amounts and on such reasonable| terms and conditions as are
satisfactory to the Lessor and| the Vendor, and, in any
event, not less comprehensive in amounts and against risks
customarily insured against.by| the Lessee in respect of
similar equipment owned or leaeed'by it, but in no event
shall such coverage be for amounts or against risks less
than the prudent public utlllty industry standards for such
leased equipment, nor shall the amount of physical damage
insurance for any Unit be less| than the Casualty Value
payable from time to time for such Unit. All policies with
respect to such insurance shall name the Lessor and the
Vendor as additional insureds or loss payees, as their
interests may appear, shall prov1de for at least 30 days'
prior written notice by the insurance carrier to the Lessor
and the Vendor in the event of| cancellation, expiration or
amendment, shall include. walvers by the insurer of all
¢laims for premiums against the Lessor and the Vendor, shall
provide that losses are payable notwithstanding, among other
things, any act, omission or neglect of the Lessee, the
Lessor or the Vendor (except fPr the sole negligence of the
Lessor or the Vendor), any breach or violation by the
Lessee, the Lessor or the Vendor of any warranty,
declaration, condition or other provision contained in any
such policy, or foreclosure, notice of sale or any other
proceeding in respect of the Unlts (except for the sole
negligence of the Lessor or the Vendor), or any change in
the title to or ownership of any of the Units and shall
contain provisions whereby the| insurance carrier waives all
rights of subrogation which it} may have against any named
insured therein or loss payee tthereunder. Each such
insurance policy shall expressily provide that all of the.
provisions thereof except the ﬁlmlts of liability (which
shall be applicable to all insureds as a group) and
liability for premiums (which %hall be solely a liability of
the Lessee) shall operate in the same manner as if they were
a separate policy covering each insured and shall be primary
without right of contribution from any insurance carried by
the Lessor or the Vendor. The Lessee shall furnish to the’
Lessor and the Vendor a certiflicate of an independent
insurance broker reasonably acteptable to Lessor evidencing
the maintenance of the insuranke required hereunder and




shall furnish certificates evidencing renewal 15 days prior
to the expiration date of such policy or policies. Notwith-
standing anything to the contrary contained herein, the
Lessee agrees that it will not, without the prior written
consent of the Lessor, reduce the amount of the physical
damage insurance. required to be maintained hereby or public
liability insurance required to be maintained hereby below
the dollar limits set forth in an officer's certificate
provided by the Lessee at the First Delivery Date Closing,
or reduce the risks covered by such insurance below those
insured against as of the First Delivery Date, or retain
self-insurance in excess of $1,000,000 in respect of such
physical damage insurance or $2,500,000 in respect of such
public insurance. '

In the event of the failure of the Lessee to
provide and furnish any of the aforesaid insurance, the
Lessor or the Agent, upon notice to the Lessee, may, but
shall not be obligated to, procure such insurance and the
. Lessee shall, upon demand, reimburse the Lessor and the
Agent for all expenditures made by the Léssor or the Agent
for such insurance, together with interest thereon computed
at the rate set forth in § 16 in respect of coverdue rentals
from the date of the Agent's or the Lessor's payment until
reimbursed by the Lessee.

7.7. Insurance Proceeds and Condemnation
Payments. If the Lessor shall receive any insurance
proceeds or condemnation payments or any payments from the
American Association of Railroads in respect of a Unit
suffering a Casualty Occurrence, the Lessor shall, subject
to the Lessee's having made payment of the Casualty Value in
respect of such Unit and provided no Event of Default (or
other event which after notice or lapse of time or both
would become an Event of Default) shall have occurred and be
continuing, pay such proceeds or payments to the Lessee up
to an amount equal to the Casualty Value with respect to a
Unit paid by the Lessee and any balance of such proceeds or
payments shall remain the property of the Lessor. If the
Lessor shall receive any insurance proceeds in respect of
any Unit not suffering a Casualty Occurrence, all such
proceeds shall be paid to the Lessee upon proof to the
Lessor that any damage to such Unit in respect of which such
proceeds were paid has been fully repaired so as to comply
with the provisions of § 7.1 hereof, provided no Event of
Default {or other event which after notice or lapse of time
or both would become an Event of Default) shall have occ-
curred and be continuing.

7.8. Economic Obsolescence. In the event that
the Lessee shall during the original term hereof, in its
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reasonable judgment, determin% that the Units remaining
under this Lease have become economlcally obsolete or
surplus to the Lessee's requlrements in the Lessee's
business, as determined in good faith by the Vice President
of Operations of the Lessee, the Lessee shall have the
right, at its option and on. at least 180 days' prior written
notice to the Lessor and the Vendor, to terminate (which act
shall hereinafter be called the "Termination") this Lease as
to-all or not less than 244 of such Units as of any succeed-
ing January 2 or July 2 spec1f1ed in such notice (such
termination date so specified|being hereinafter called the
"Termination Date"); provided, however, that (i) the Termina-
tion Date shall not be earller than January 2, 1996, (ii) no
Event of Default or other event which after the lapse of
time or the giving of notice or both would become an Event
of Default shall have occurred and be continuing on such
date or on the date on which the notice of such Termination
shall be glven, (iii) on the Termlnatlon Date all Units
shall be in the condition requlred for redelivery pursuant
to § 14 hereof and (iv) such rlght of Termination shall be
available only once.

During the period after the giving of such notice
until the fifth business day breceding the Termination Date,
the Lessee shall use its best|efforts to obtain bids (and
the Lessor may at its option obtaln additional bids) for the
purchase of each such Unit, and the Lessee shall at least
" five business days prior to such Termination Date certify to
the Lessor the amount of each’such bid and the name and
address of the party (which shall not be a corporation,
other entity or individual afflllated with the Lessee or any
other party from whom the Lessee or any such affiliate
intends thereafter to lease such Unit) submitting such bid.
On the Termination Date, the Lessor shall sell each such
Unit for cash to the bidder who shall have submitted the
hlghest bid prior to the Termlnatlon Date. The total sale
price realized at each such sale shall be retained by the
Lessor.

On such Termination|Date, the Lessee shall pay to
the Lessor with respect to the Units an amount equal to the
sum of (i) the amount, if any), by which the Termination
Value (as hereinafter defined) for the Units computed as of

such date exceeds the sale pr
the deduction of all expenses
connection with such sale plu
respect to the Units due on s
(iii) an amount equal to the
of the CSA in respect of the

ice of the Units so sold after
incurred by the Lessor in

s (ii) the rental payment with
uch Termination Date plus
premium payable under Article 7
prepayment of the principal of




the CSA Indebtedness resulting from such Termination. The
Termination Value of each such Unit as of the Termination
‘Date shall be the percentage of Purchase Price of such Unit
set forth in Schedule C hereto opposite such date. In no
event shall the aggregate amount of sale proceeds retained
by the Lessor and payments of rental and Termination Value
received by the Lessor as aforesaid be less than the Termin-
ation Value {as defined in the CSA) with respect to the
Units as of such Termination Date.

. Except as is provided in the last paragraph of
this § 7.8, if no sale of all the Units shall occur on the
Termination Date with respect thereto as provided above, no
Termination shall occur with respect to any of the Units and
this Lease shall continue in full force and effect without
change.

Upon the receipt by the Lessor of the amounts
above described, the obligation of the Lessee to pay rent
pursuant to § 3 hereof in respect of such Units on each
rental payment date shall continue to and including the
Termination Date but shall then terminate. The Lessor shall
be under no duty to solicit bids, to inguire into the
efforts of the Lessee to obtain bids or otherwise to take
any action or incur any cost or expense in connection with
any sale other than to transfer or to cause to be trans-
ferred all the Lessor's right, title and interest in and to
such Unit to the purchaser named in the highest bid cer-
tified by the Lessee to the Lessor as above provided. Any
such sale shall be free and clear of all the Lessee's rights
to such Unit, but otherwise shall be made without recourse
or warranties other than against Lessor's Liens as defined
in § 13.3. '

If the Lessee shall exercise its option to effect
a Termination, the Lessor may, notwithstanding such election
by the Lessee, by written notice to the Lessee given within
90 days after the termination notice is given to the Lessor
and upon satisfaction and discharge of the Lessor's obliga=-
tions under the CSA with respect to the Units, elect to
retain such Units, in which case the Lessee shall not be
obligated to pay the Termination Value to the Lessor. In
the event the Lessor shall so elect to retain such Units and
delivers to the Lessee evidence of the satisfaction and
discharge of the Lessor's obligations under the CSA with
respect to the Units, the Lessee shall deliver such Units to
the Lessor in accordance with the provisions of § 14 hereof.



§ 8. REPORTS

On or before April PO in each year, commencing
w1th the calendar year 1986, Fhe Lessee will furnish to the
Lessor and the Vendor a certlflcate signed by the Vice
President-Operations of the LFssee or another qualified
person satisfactory to the Lessor and the Vendor (a) setting
forth as of the preceding December 31 the amount, descrip-
tion and numbers of all Units| then leased hereunder and
" covered by the CSA, the amdunF, description and numbers of
~all Units that have suffered a Casualty Occurrence during
the preceding calendar year and such other information
' regarding the condition and state of repair of any Units as
the Lessor or the Vendor may reasonably request, (b) stating
that, in the case of all Units repainted or repaired during
the period covered by such statement, the numbers and
markings requlred by § 5 herebf have been preserved or
replaced, - (c) further statln% that the Lessee is in
compliance under the Lease and has performed or has caused
to be performed the required maintenance of the Unit and
that no event has occurred whiich with the lapse of time or
notice or both would constitute an Event of Default or, if
such an event has occlUrred, the nature and status thereof.
The Lessor and the Vendor shall each have the right by its
agents to inspect the Units and the Lessee's records with
respect thereto at such reasonable times as the Lessor or
the Vendor may request during the continuance of this Lease.
The Lessee shall promptly notify the Lessor and the Vendor
of any occurrence of an Event of Default or other event
which after notice or lapse of time or both would become an
Event of Default, specifying |such Event of Default and all
such events and the nature and status thereof.

§ 9. DISCLAIMER OF WARRANTIES, COMPLIANCE WITH
APPLICABLE LAWS, ADDITIONS, MODIFICATIONS
AND IMPROVEMENTS, | INDEMNIFICATION

9.1. Disclaimer of Warranties. THE LESSOR DOES
NOT MAKE, HAS NOT MADE AND SﬁALL‘NOT BE DEEMED TO MAKE OR
HAVE MADE ANY WARRANTY OR REPRESENTATION, EITHER EXPRESS OR
IMPLIED, AS TO THE DESIGN OR [CONDITION OF, OR AS TC THE
QUALITY OF THE MATERIAL, EQUIPMENT OR WORKMANSHIP IN, THE
UNITS DELIVERED TO THE LESSEE HEREUNDER, AND THE LESSOR DOES
NOT MAKE ANY WARRANTY OF MERCHANTABILITY OR FITNESS OF THE
UNITS FOR ANY PARTICULAR PURPOSE OR AS TO TITLE TO THE UNITS
OR ANY COMPONENT THEREOF, OR |AS TO THE LESSEE'S RIGHT TO
QUIET ENJOYMENT THEREOF OR:-ANY OTHER REPRESENTATION OR
WARRANTY, EXPRESS OR IMPLIEDJ WITH RESPECT TO ANY UNIT,
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EITHER UPON DELIVERY THEREQOF TO THE LESSEE OR OTHERWISE, it
being agreed that all such risks, as among the Lessor and
the Lessee, are to be borned by the Lessee; but the Lessor
hereby irrevocably appoints and constitutes the Lessee its
agent and attorney-in-fact during the term of this Lease to
assert and enforce from time to time, in the name of and for
the account of the Lessor and/or the Lessee, as their
interests may appear, at the Lessee's sole cost and expense,
whatever claims and rights the Lessor may have against the .
Builder under the provisions of Items 3 and 4 of Annex A to
the CSA; provided, however, that if at any time an Event of
Default shall have occurred and be continuing, the Lessor
may assert and enforce, at the Lessee's sole cost and
expense, such claims and rights. The Lessor shall not have
any responsibility or liability to the Lessee or any other
person with respect to any of the following: (i) any
liability, loss or damage caused or alleged to be caused
directly or indirectly by any Units or by any inadequacy
thereof or deficiency or defect therein or by any other
circumstances in connection therewith; (ii) the use, opera-
tion or performance of any Units or any risks relating
thereto; (iii) any interruption of service, loss of business
or anticipated profits or consequential damages; or (iv) the

- delivery, operation, subleasing, servicing, maintenance,

repalr, improvement or replacement of any Units. The Lessee
acknowledges and agrees that each Unit upon acceptance will
be of a size, design, capacity and manufacture selected by
the Lessee and that the Lessee 1is satisfied that the same is
suitable for its purpose. The Lessee's delivery of a
Certificate of Acceptance shall be conclusive evidence as
between the Lessee and the Lessor that the Units described
therein are in all the foregoing respects satisfactory to
the Lessee, and the Lessee will not assert any claim of any
nature whatsoever against the Lessor based on any of the
foregoing matters.

9.2. Compliance with Applicable Laws. The Lessee
agrees, for the benefit of the Lessor and the Vendor, at all
times to comply in all respects (including, without limita-
tion, with respect to the use, maintenance and operation of
each Unit) with all applicable laws of the jurisdictions in
which its operations involving the Units may extend, with
the interchange rules of the Association of American Rail-
roads, if applicable, and with all lawful rules of the
United States Department of Transportation, the Interstate
Commerce Commission and any other legislative, executive,
administrative or judicial body exercising any power or
jurisdiction over the Units, to the extent that such laws
and rules affect the title, operation or use of the Units




(all such laws and rules to such extent called "Applicable
Law"), and in the event that,| prior to the expiration of
this Lease or any renewal thereof Laws require any altera-
tion, replacement, addition or modlflcatlon of or to any
part on any Unit, the Lessee w111 conform therewith at its
own expense; proV1ded however, that the Lessee may at its
own expense, 1in good faith, cpntest the validity or applica-
tion of any Law in any reasonable manner which does not, in
the opinion of the Lessor or the Vendor, adversely affect
the property or rights of the| Lessor or the Vendor under
this Lease or under the CSA. :

9.3. Additions, Modifications and Improvements.
The Lessee, at its own cost and expense, may from time to

time make such other addition
ments to the Units during the
readily removable without cau
Units (and do not adversely a

s, modifications and improve-
term of this Lease as are
sing material damage to the
ffect the value of the Units).

The additions, modifications and improvements made by the
Lessee under the preceding sentence shall be owned by the
Lessee (or such other party as may have title thereto),
except to the extent such additions, modifications or .
improvements are described in| the following sentence. Any
and all parts installed on and additions and replacements
made to any Unit (i) which are not readily removable without
causing material damage to such Unit and were installed or
were added to such Unit in copntravention of the provisions
contained hereinabove, (ii) the cost of which is included in
the Purchase Price of such Unat, (iii) in the course of
ordinary maintenance of the Unlts or (iv) which are required
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or arising or alleged to arise out of this Lease or the
Units, including without limitation, those in any way
relating to or arising or alleged to arise out of (i) the
manufacture, construction, purchase, acceptance, rejection,
ownership, delivery, nondelivery, lease, possession, use,
operation, condition, sale, storage, return or other
disposition of any Unit or portion thereof; (ii) any latent
or other defects whether or not discoverable by any
Indemnified Person or the Lessee; (iii) any claim for
patent, trademark or copyright infringement; (iv) any claims
based on strict liability in tort; (v) any injury to or the
death of any person or any damage to or loss of property on
or near the Units br in any manner growing out of or
concerned with, or alleged to grow out of or be connected
with, the ownership, use, replacement, adaptation or
maintenance of the Units or of any other equipment in
connection with the Units (whether owned or under the
control of the Lessor, the Lessee or any other person) or
resulting or alleged to result from the condition of any
thereof; (vi) any violation, or alleged violation, of any
provision of this Lease or of any agreement, law, rule,
regulation, ordinance or restriction, affecting or
applicable to the Units or the leasing, ownership, use,
replacement, adaptation or maintenance thereof; or (vii) any
claim arising out of any of the Lessor's or the Vendor's
obligations under the Lease Assignment, the CSA or the
Participation Agreement, except to the extent such claim
arises from the gross negligence or wilful misconduct of the
person otherwise to be indemnified hereunder (all such
matters called "Indemnified Matters"). The Lessee shall be
obligated under this § 9.4, irrespective of whether any
Indemnified Person shall also be indemnified with respect to
the same Indemnified Matter under any other agreement by any
other person, and the Indemnified Person seeking to enforce
the indemnification may proceed directly against the Lessee
under this § 9.4 without first resorting to any such other
rights of indemnification. In case any action, suits or
proceeding is brought against any Indemnified Person, in
connection with any Indemnified Matter, the Lessee may and,
upon such Indemnified Person's request, will at the Lessee's
expense resist and defend such action, suit or proceeding,
or cause the same to be resisted or defended by counsel
selected by the Lessee and approved by such Indemnified
Person, as the case may be, and, in the event of any failure
by the Lessee to so do, the Lessee shall pay all reasonable
costs and expenses (including without limitation attorneys'
fees and expenses) incurred by such Indemnified Person in
connection with such action, suit or proceeding. In the
event the Lessee is required to make any payment under this



§ 9.4, the Lessee shall pay such Indemnified Person an
amount which, after deduction| of all taxes required to be
paid by such Indemnified Person in respect of the receipt
thereof under the laws of the| United States or of any
political subdivision thereof| (after giving credit for any
savings in respect of any such taxes by reason of de-
ductions, credits or allowances in respect of the payment of
the expense indemnified agalnst, and of any other such taxes
as determined in the sole dis%retion of the Indemnified
Person), shall be equal to the amount of such payment. The
Lessee and each Indemnified Person agree to give each other
promptly upon obtaining knowledge thereof written notice of
any claim or liability hereby'indemnified‘against; provided,
however, that any failure of any Indemnified Person to
furnish such notice in a prompt manner shall not relieve the
Lessee from its obligation to| indemnify pursuant to this

§ 9.4. Upon the payment in full of any indemnities as
contained in this § 9.4 by the Lessee, and provided that no
Event of Default (or other event which with lapse of time or
notice or both would constitute an Event of Default) shall
have occurred and be continuing, it shall be subrogated - to
any right of such Indemnified| Person in respect of. the
matter against which indemnity has been paid as aforesaid.
Any payments received by such| Indemnified Person from any
person (except the Lessee) as| a result of any matter with
respect to which such Indemnlfled Person has been
indemnified by the Lessee pursuant to this § 9.4 shall be
paid over to the Lessee to the extent necessary to reimburse
the Lessee for indemnification payments previously made in
respect of such matter. Nothing herein contained shall
constitute a guaranty by the Lessee of the CSA Indebtedness
under the CSA or a guaranty of the residual value of any
Unit,

The Lessee further agrees to indemnify, protect
and hold harmless each Indemnmfled Person from and against
any and all liabilities, clalps, costs, charges and ex-
penses, including royalty payments and counsel fees, in any
manner imposed upon or accrulng against such Indemnified
Person because of the use in or about the construction or
operation of any of the Units| of any article or material
specified by the Lessee and nPt manufactured by the Builder
or of any design, system, process, formula or combination
specified by the Lessee and not developed or purported to be
developed by the Builder whlch infringes or is claimed to

infringe on any patent or other right.

The Lessee shall bear the responsibility and risk

for, and shall not be released from its obligations here-




under in the event of, any damage to or the destruction or
loss of any or all of the Units of Equipment.

The Lessee agrees to prepare and deliver to the
Lessor within a reasonable time prior to the required filing
date (or, to the extent permissible, file on behalf of the
Lessor) any and all reports (other than tax returns) to be
filed by the Lessor with any Federal, state or other regula-
tory authority by reason of the ownership by the Lessor or
the Vendor of the Units, or the leasing thereof to the
Lessee. ‘

The indemnities contained in this § 9.4 shall
survive the expiration or termination of this Lease with
respect to all events, facts, conditions or other
circumstances occurring or existing prior to such -expiration
or termination and are expressly made for the benefit of and
shall be enforceable and collectible directly from the
Lessee by any Indemnified Person notwithstanding the
provisions of the Lease Assignment or the Consent. None of
the indemnities in this § 9.4 shall be deemed to create any
rights of subrogation in any insurer or third party against
the Lessee therefor, from or under any Indemnified Person,
whether because of any claim paid or defense provided for
the benefit thereof or otherwise.

§ 10. DEFAULT

10.1. Events of Default, Remedies. If, during
the continuance of this Lease one or more of the following
events (each such event being herein sometimes called an
"Event of Default") shall occur:

(A) default shall be made in payment of any amount
provided for in § 3, 6, 7, 9, 13 or 16 hereof, and such
default shall continue for five business days;

(B) the Lessee ghall make or permit any unautho-
rized assignment or transfer of this Lease, or any
interest herein, or of the right to possession of the
Units, or any thereof;

(C) default shall be made in observance or perfor-
mance of any other of the covenants, conditions and
agreements on the part of the Lessee contained herein
or in the Consent or in the Participation Agreement and
such default shall continue for 30 days after the
earlier of (i) written notice from the Lessor or the



Vendor to the Lessee specifying the default and

demanding that the same be remedied and (ii) the date
on which such default shall first become known to any
officer of the Lessee;

(D) any representation or warranty made by the
Lessee herein or in the Fonsent or in the Participation
Agreement or in any agreement, document or certificate
delivered by the Lessee in connection herewith or
therewith (other than the Indemnity Agreement) shall
prove to have been incorrect in any material respect
when made or given; :

(E}) a petition for| reorganization under Title 11
of the United States Code, as now constituted or as
hereafter amended, shall|be filed by or against the
Lessee and, unless such petition shall have been
dismissed, nullified, st?yed or otherwise rendered
ineffective (but then only so long as such stay shall
continue in force or such ineffectiveness shall contin-
ue), all the obligations‘of the Lessee under this
Lease, the Consent and the Indemnity Agreement shall
not have been and shall not continue to be duly assumed
in writing within 60 day% after such petition shall
have been filed, 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 obligat?ons shall have the same status
as expenses of administration and obligations incurred
by such trustee or trustées; or -

(F) any other procgeding shall be commenced by or
against the Lessee for any relief which includes or
might result in any modification of the obligations of
the Lessee under this Lere, the Consent and the
Indemnity Agreement under any bankruptcy or insolvency
laws or laws relating to’the relief of debtors, read-
justments of indebtednes§, reorganizations, arrange-
ments, compositions or egtensions (other than a law
which does not permit any readjustments of such obliga-
tions}), and, unless such‘proceedings shall have been
dismissed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall
continue in force or such ineffectiveness shall contin-
ue), all such obligationé shall not have been and shall
not continue to be duly assumed in writing within
60 days after such proceedings shall have been com-
menced, pursuant to a court order or decree, by a

trustee or trustees or receiver or receivers appointed




then,

(whether or not subject to ratification) for the Lessee
or for the property of the Lessee in connection with
any such proceedings in such manner that such obliga-
tions shall have the same status as expenses of admin-
istration and obligations incurred by such trustee or
trustees or receiver or receivers;

in any such case, the Lessor, at its option, may:

(a) proceed by appropriate court action or

_actions, either at law or in equity, to enforce perfor-

mance by the Lessee of the applicable covenants of this
Lease or to recover damages for the breach thereof; or

(b) by notice in writing to the Lessee terminate
this Lease, whereupon all rights of the Lessee to the
use of the Units shall absolutely cease and terminate
as though this Lease had never been made, but the

‘Lessee shall remain liable as herein provided; and

thereupon the Lessor may by its agents enter upon the
premises of the Lessee or other premises, insofar as
the Lessee may be lawfully authorized to so permit,
where any of the Units may be located, without judicial
process if this can be done without breach of the peace
and in accordance with due process of law, and take
possession of all or any of such Units and thenceforth
hold, possess, sell, operate, lease and enjoy the same
free from any right of the Lessee, or its successors or
assigns, to use the Units for any purposes whatever and
without any duty to account to the Lessee for such
action or inaction or for any proceeds arising there-
from; but the Legsor shall, nevertheless, have a right
to recover from the Lessee any and all amounts which
under the terms of this Lease may be then due or which
may have accrued to the date of such termination
(computing the rental for any number of days less than
a full rental period by multiplying the rental for such
full rental period by a fraction of which the numerator
is such number of days and the denominator is the total
number of days in such full rental period) and also to
recover forthwith from the Lessee as damages for loss
of the bargain and not as a penalty whichever of the
following amounts that the Lessor, in its sole discre-
tion, shall specify, (i) a sum, with respect to each
Unit, which represents (w) the excess of the present
value, at the time of such termination, of the entire
unpaid balance of all rental for such Unit which would
otherwise have accrued hereunder from the date of such
termination to the end of the term as to such Units



such present value to bel computed on the basis of

10% per annum discount, compounded semiannually from
the respective dates upon which rental would have been
payable hereunder had thiis Lease not been terminated
over the then present value of the rental which the
Lessor reasonably estimates to be obtainable for each
Unit during such period,| such present value to be the
respective dates upon wh}ch rentals would have been
payable hereunder had this Lease not been terminated)
or, if such Unit is sold, the net proceeds of the sale
plus (x) any damages and| expenses, including reasonable
attorneys' fees, in addition thereto which the Lessor
shall have sustained by reason of the breach of any
covenant, representation| or warranty of this Lease
other than for the payment of rental or (ii) the sum of
(y) an amount equal to the excess, if any, of the
Casualty Value as of the Casualty Payment Date on or
next preceding date of termination over the amount the
Lessor reasonably estimates to be fair market sales
value of such Unit at such time plus (z) any amounts
described in clause (x) Ebove; provided, however, that
in the event the Lessor shall have sold any Unit, the
Lessor, in lieu of colleEtlng any amounts payable by
the Lessee pursuant to the preceding clause (ii) (y)
with respect to such Unlt may demand that the Lessee
pay to the Lessor and the Lessee shall pay to the
Lessor on the date of such sale, as liquidated damages
for loss of a bargain and not as a penalty, an amount
equal to the excess, if any, of the Casualty Value for
such Unit as of the Casualty Payment Date on or next
preceding the date of termination over the net. proceeds
of such sale.

In addition, the Lessee shall be liable, except as
otherwise provided above, for| any and all unpaid amounts due
hereunder before, during or after the exercise of any of the
foregoing remedies and for all reasonable attorneys' fees
and other costs and expenses incurred by reason of the
occurrence of any Event of Default or the exercise of the
Lessor's remedies with respect thereto, including all costs
and expenses incurred in connection with the return of any
Unit.

10.2. Remedies Not| Exclusive, Waiver. The rem-
edies in this Lease provided in favor of the Lessor shall
not be deemed exclusive, but shall be cumulative and may be
exercised concurrently or con%ecutively, and shall be in
addition to all other remedies in its favor existing at law
or in equity. The Lessee hereby waives any mandatory re-




quirements of law, now or hereafter in effect, which might
limit or modify the remedies herein provided, to the extent
that such waiver is not, at the time in question, prohibited
by law. The Lessee hereby waives any and all existing or
future claims to any offset against the rental payments due
hereunder, and agrees to make such payments regardless of
any offset or claim which may be asserted by the Lessee or
on its behalf. The Lessee hereby waives any and all claims
against the Lessor and the Vendor and their agent or agents
for damages of whatever nature in connection with any
retaking of any Unit pursuant to this § 10.2.

‘ 10.3. PFailure to ExXercise Rights is not Waiver.
No failure by the Lessor to exercise, and no delay by the
Lessor in exercising, any right, power or privilege hereun-
der shall operate as a waiver thereof, nor shall any single
or partial exercise of any right, power or privilege by the
Lessor preclude any other or further exercise thereof, or
the exercise of any other right, power or privilege.

§ 11. RETURN OF UNITS UPON DEFAULT

11.1. Return of Units. If this Lease shall
terminate pursuant to § 10 hereof, the Lessee shall forth-
with deliver possession of the Units to the Lessor. Each
Unit so delivered shall be in the condition required by
§ 7.1 hereof and shall have attached or affixed thereto any
special device considered an accession thereto as provided
in § 9 and shall have removed therefrom at the Lessee's
expense any addition, modification or improvement which, as
provided in § 9, is owned by the Lessee. For the purpose of
delivering possession, the Lessee shall at its own cost,
expense and (a) forthwith and in the usual manner (including
but not by way of limitation, giving prompt telegraphic and
written notice to the Association of American Railroads and
all railroads to which any Units have been interchanged or
which may have possession thereof to return such Unit so
interchanged) cause such Units to be placed upon such
storage tracks at such site or sites as the Lessor reason-
ably may designate; and (b) permit the Lessor to store such
Units on such tracks at the risk of the Lessee without
charge for insurance, rent or storage until all such Units
have been scld, leased or otherwise disposed of by the
Lessor.

The assembling, delivery, storage, insurance and
transporting of the Units as hereinbefore provided shall be
at the expense and risk of the Lessee and are of the essence



of this Lease and, upon application to any court of equity
having jurisdiction, the Lessor shall be entitled to a
decree against the Lessee requlrlng specific performance of
the covenants of the Lessee so to assemble, deliver and
store the Units. During any storage period, the Lessee
will, at its own expense, maintain and keep the Equipment in
the condition required by § 7.1 herecf and will permit the
Lessor or any person designated by it, including the au-
thorized representative or representatives of any prospec-
tive purchaser, lessee or user of any such Unit, to inspect
the same. All amounts earned| in respect of the Units after
the date of termination of thlS Lease shall belong to the
Lessor and, if received by the Lessee, shall be held in
trust for the benefit of the Lessor and promptly turned over
to the Lessor. In the event any Unit is not assembled,
delivered and stored, as hereinabove provided, within 30 _
days after such termination, the Lessee shall, in addition,
pay to the Lessor for each day thereafter an amount equal to
the amount, if any, by which 0.052894% of the Purchase Price
for such Unit for each such day exceeds the actual earnings
received by the Lessor with respect to such Unit for each
such day.

11.2. Lessor Appointed Agent of Lessee. Without
in any way limiting the foregoing obligations of the Lessee
under this § 11, the Lessee hereby irrevocably appoints the
Lessor as the agent and attorney of the Lessee, with full
power and authority, at any t1me while the Lessee is in
default hereunder .and is obllgated to deliver posse551on of
any-Unit to the Lessor, to demand and take possession of

such Unit in the name and on
whomsoever shall be in posses

behalf of the Lessee from
sion of such Unit at the time.

POSSESSION AND USE

§ 12. ASSIGNMENT,
12.1. Assignment;| Consent. This Lease shall be
assignable in whole or in part by the Lessor without the
consent of the Lessee, but the Lessee shall be under no
obligation to any assignee of| the Lessor except upon written
notice of such assignment from the Lessor. The Lessee
hereby consents to the a551gnment of this Lease pursuant to
the Lease A551gnment All the rights of the Lessor hereun-
der shall inure to the benefit of the Lessor's successors
and assigns.
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12.2 Lessee's Rights to Use the Units;
Use Thereof by Others and to Sublease the Units.
(1) no Event of Default exists hereunder,
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complying with the provisions of the Consent and (iii) the
Vendor is entitled to apply the Payments (as defined in the
. Lease Assignment) in accordance with the Lease Assignment,
the Lessee shall be entitled to the possession and use of
the Units in accordance with the terms of this Lease. The
Lessee shall not assign or transfer its leasehold interest
under this Lease in the Units or any of them without the
prior written consent of the Lessor and the Vendor, except
as provided in this § 12.2; and the Lessee shall not part
with possession or .control of, or suffer or allow to pass
out of its possession or control, any of the Units without
the prior written consent of the Lessor and the Vendor,
except as provided in this § 12.2, Without the prior written
consent of the Lessor and the Vendor, the Lessee may
sublease (which sublease shall be expressly subject and
subordinate to the rights and remedies of the Lessor and the
Vendor hereunder and under the CSA) the Units to, or permit
their use by, any person controlling, controlled by, or
under common control with the Lessee or a user incorporated
in the United States of America (or any State thereof or the
District of Columbia) upon lines of a railroad company or
companies incorporated in the United States of America (or
any State thereof or the District of Columbia) or over which:
the Lessee, such user, or such railroad company or companies
have trackage rights or rights for operation cof their trains
and upon the lines of railroad of connecting and other '
carriers in the usual interchange of traffic or in through
or run-through service, but only upon and subject to all the
terms and conditions of this Lease; provided, however, that
the Vendor's and the Lessor's prior written consent, not to
be unreasonably withheld, must be obtained for any sublease
(other than to an entity controlling, controlled by, or
under common control with, the Lessee) that is for a term
longer than one year or is renewable for a term more than
one year; provided further, however, that the Lessee shall
not sublease or permit the sublease or use of any Unit to
service involving operation or maintenance outside the

. United States of America or use or permit the use of any
Unit for purposes other than the transport of coal without
the consent of the Lessor; and provided further, however,
that any such sublease or use shall be consistent with the
provisions of the Indemnity Agreement and not result in any
adverse income tax consequences to the Lessor. The Lessee
may not assign any of its rights or obligations hereunder to
any person, firm or entity without the Vendor's and the
Lessor's prior written consent except to a person, firm or
entity acquiring substantially all of the Lessee's assets or
merging or consolidating with the Lessee, provided that the
net worth of the person, firm or entity incorporated in the
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occurred and be continuing, at the end of the original or
any extended term of this Lease the Lessee may by written
notice delivered to the Lessor not less than 180 days prior
to the end of such term of this Lease, elect to purchase all
or not fewer than 244 of the Units then covered by this
Lease for the then "Fair Market Purchase Price" thereof.

13.3. Fair Market Rental and Fair Market Purchase
Price. Fair Market Rental and Fair Market Purchase Price
shall be determined on the basis of, and shall be equal in
amount to, the cash rental for a one-year period or the
purchase price, as the case may be, which would obtain in an
arm's-length transaction between an informed and willing
lessee or purchaser and an informed and willing lessor or
seller, as the case may be, under no compulsion to lease or
sell and, in such determination, costs of removal from the
location of current use shall not be a deduction from such
rental or purchase price and it shall be assumed that all of
the Units for which such determination is being made have
been collected in one place and have been maintained in full
compliance with all of the provisions of § 7.1 hereof. If,
after 10 days from the giving of notice by the Lessee of the
Lessee's election to extend the term of this Lease or to
exercise its purchase option, the Lessor and the Lessee are
unable to agree upon a determination of the Fair Market
Rental or Fair Market Purchase Price of the Units, such
rental or purchase price shall be determined in accordance
with the foregoing definition by the following procedure:
If either party to such determination shall have given
written notice to the other requesting determination of such
rental or purchase price by this appraisal procedure, the
parties shall consult for the purpose of appointing a
qualified independent appraiser by mutual agreement. If no
such appraiser is so appointed within 5 days after such
notice is given, each party shall appoint an independent
appraiser within 10 days after such notice is given, and the
two appraisers so appointed shall within 20 days after such
notice is given appoint a third independent appraiser. If
no such third appraiser is appointed within 20 days after
such notice is given, either party may request the American
Arbitration Association to make such appointment, and both
parties shall be bound by any appointment so made. Any
appraiser or appraisers appointed pursuant to the foregoing
procedure shall be instructed to determine the Fair Market
Rental (and, in the case of each renewal period, the Fair
Market Purchase Price at the beginning of such renewal
period) of the Units .subject to the proposed extended term,
or the Fair Market Purchase Price, as the case may be,
within 30 days after his or their appointment. If the




parties shall have appointed a single appraiser or if either
party shall have failed to appoint an appraiser, the deter-
mination of Fair Market Rental or Fair Market Purchase
Price, as the case may be, of‘the single appraiser appointed
shall be final. 1If three appraisers shall be appointed, the
determination of the appralser which differs most from that
of the other two appraisers shall be excluded, the remaining
two determinations shall be averaged and such latter average
shall be final and binding upon the parties hereto as the
Fair Market Rental or Fair Market Purchase Price, as the
case may be. The appraisal proceedlngs shall be conducted
in accordance with the Commerc1al Arbitration Rules of the
American Arbitration A53001at10n as_in effect on the date
hereof, except as modified hereby The provision for this
appralsal procedure shall be the exclusive means of deter-
mining Fair Market Rental or Fair Market Purchase Price, as
the case may be, and shall be|in lieu of any judicial or
other procedure for the determlnatlon thereof, and each
party hereto hereby consents and agrees not to assert any
judicial or other procedures.| The Lessee shall bear all
appraisal procedure expenses.

Upon payment of the|purchase price of any Unit, .
pursuant to an election by the Lessee. to purchase the Units,
the Lessor shall upon request‘of the Lessee execute and
deliver to the Lessee, or to the Lessee's assignee or
nominee, a bill of sale (w1thout representations or
warranties) for such Unit ouch as will transfer to the
Lessee such title to such Unit as the Lessor derived from
the Vendor, free and clear of|all Lessor Liens. "Lessor
Liens" shall mean all liens, security interests and
encumbrances created by or arising through the Lessor, and
not related to the transactloﬁs contemplated hereby or by
the Participation Agreement, other than liens, security
interests and encumbrances which the Lessee is obligated to
pay or discharge under or puréuant to this Lease or

Participation Agreement.

§ 14. RETURN OF UNITS UPON EXPIRATION OF TERM

As soon as practicable on or after the expiration
of the original or any extended term of this Lease with
respect to any Unit or on or after a Termination of this
Lease pursuant to § 7.9 hereof the Lessee will, at its own
cost and expense, at the request of the Lessor, deliver
‘possession of such Unit to the Lessor upon such storage
tracks at such site or sites (not exceeding three sites)
within a 750-mile radius of Superlor, Wisconsin, or Decker,

T




Montana, as the Lessor may designate, or, in the absence of
such designation, as the Lesseé may select, and permit the
Lessor to store such Unit on such tracks for a period not
exceeding 180 days following notification to the Lessor by
the Lessee that all the Units have been so assembled and
delivered for storage, all as directed by the Lessor, the
movement and storage of such Units to be at the expense and
risk of the Lessee (including the insurance required by

§ 7.8 hereof); and in the event that any Unit shall suffer a
Casualty Occurrence during such storage period, the Lessee
shall pay the Lessor the Casualty Value thereof as provided
in § 7.4 hereof. During any such storage period the Lessee
will permit the Lessor or any person designated by it,
including the authorized representatives of any prospective
purchaser, lessee or user of such Unit, to inspect the same;
provided, however, that the Lessee shall not be liable,
except in the case of negligence or strict liability of the
Lessee or of its employees or agents, for any injury to, or
the death of, any person exercising, on behalf of either the
Lessor any prospective purchaser, lessee or user, such
rights of inspection. Each Unit returned to the Lessor
pursuant to this § 14 shall be in the condition required by
the maintenance provisions of § 7 hereof and shall have _
attached or affixed thereto any special device considered an
accession thereto as provided in § 9 and shall have removed
therefrom at the Lessee's expense any addition, modification
or improvement which, as provided in § 9, is owned by the
Lessee. The assembling, delivery, storage and transporting
of the Units as hereinbefore provided are of the essence of
this Lease, and, upon application to any court of equity
having jurisdiction in the premises, the Lessor shall be
entitled to a decree against the Lessee requiring specific
performance thereof. During any storage period, the Lessee
will, at its own expense, maintain and keep the Units in the
condition in which Lessee normally maintains similar equip-
ment while in a similar storage state and will permit the
Lessor or any person designated by it, including the
authorized representatives of any prospective purchaser,
lessee or user of any such Unit, to inspect the same. 1In
the event any Unit is not assembled, delivered and stored,
as hereinabove provided, within 30 days after such termina-
tion, the Lessee shall pay to the Lessor for each day from
the date of such termination during which such Unit is being
used by or with the consent of the Lessee an amount equal to
the amount, if any, by which .026447% of the Purchase Price
of such Unit for each such day exceeds the actual earnings
received by the Lessor with respect to such Unit for 'each
such day.




§ 15. RECORDING

The Lessee, at its lown expense, will cause this
Lease, the CSA and any ass1gnment hereof or thereof to be
filed in accordance with 49 U S.C. § 11303 The Lessee will
undertake the filing, reglsterlng, deposit, and recording
required of the Lessor under\the CSA and will from time to
time do and perform any otheg act and will execute,
acknowledge, deliver, file, reglster, record (and will
refile, reregister, deposit and redeposit or rerecord
whenever required) any and aﬂl further instruments required
by law or reasonably requestgd by the Lessor or the Vendor
for the purpose of proper protectlon, to their satisfaction,
of the Vendor's and the Lessor's respectlve rights in the
Units, or for the purpose of |carrying out the intention of
this Lease, the CSA and the a551gnments thereof to the
Vendor; and the Lessee will promptly furnish to the Vendor
and the Lessor evidence of aﬂl such filing, registering,
depositing, recording and other acts which may be required
under this § 15, and an oplnlon or. opinions of counsel for
the Lessee with respect thereto satisfactory to the Vendor.
and the Lessor. This Lease and the CSA, and the assignments
thereof, shall be filed with |the Interstate Commerce Commis-
sion prior to the delivery and acceptance hereunder of any
Unit.

§ 16. INTEREST ON OVERDUE RENTALS

Anything to the contrary herein contained notwith-
standing, any nonpayment of rentals and other obligations
due hereunder shall result 1n the obligation on the part of
the Lessee promptly to pay, to the extent legally enforce-
‘able, an amount on the overdde rentals and other obligations
for the period of time durlng which they are overdue at a
rate per annum equal to 12. 6@% in the case of amounts
a551gned and payable to the Agent and at the Prime Rate plus
1% in the case of amounts pajable to the Vendee, or such
lesser amount as may be legaﬂly enforceable. Interest shall
be determined on the basis of a 360- -day year for the actual
number of days elapsed. For [the purposes hereof, the
"Prime Rate" shall mean the prime commercial lending rate of
The Bank of New York as publilcly announced to be in effect
from time to time.




§ 17. NOTICES

Any notice required or permitted hereunder shall
be deemed to have been received by the addressee on the date
of actual receipt (if such date is a business day, otherwise
on the next business day), if transmitted by mail, telex,
telecopy or similar transmission, or by hand, addressed as
follows: .

.{a) if to the Lessor, ét 48 Wall Street, New York,
N.Y. 10015, Attention of Equipment Leasing Group; and

.{b) if to the Lessee, at 2000 Second Avenue,-
Detroit, Michigan 48226, Attention of Secretary

or addressed to either party at such other address as such
party shall hereafter furnish to the other party in writing.
Copies of each such notice shall be given to the Vendor at
P.0O. Box 2258 (2 Hopkins Plaza, if by hand), Baltimore,
Maryland 21203, Attention of Corporate Trust Department.

SECTION 18, LESSOR'S RIGHT TO PERFORM FOR LESSEE

If the Lessee fails to perform any of its
agreements contained herein, the Lessor may upon notice to
the Lessee perform such agreement, and the amount of the
reasonable cost and expenses of the Lessor incurred in
connection with such performance, together with interest on
such amount at the rate of 12.67% per annum shall be payable
by the Lessee upon demand, except as otherwise provided in
this Lease. No such performance or compliance by the Lessor
shall be deemed a waiver of the rights and remedies of the
Lessor or any assignee of the Lessor against the Lessee
hereunder, including, without limitation, the right of the
Vendor to terminate this Lease pursuant to Article 15 of the
CSA and the Lease Assignment, and no such performance or
compliance by the Lessor shall be deemed to cure an Event of
Default hereunder for purposes of Article 15 of the CSa
except as otherwise provided in Section 15(f) of the CSA.

§ 19. SEVERABILITY; EFFECT AND MODIFICATION
OF LEASE

Any provision of this lease which is prohibited or
unenforceable in any jurisdiction shall be, as to such
jurisdiction, ineffective to the extent of such prohibition
or unenforceability without invalidating the remaining
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counterpart delivered to the
the original and all other
duplicates thereof. Although
dated as of the date first set
or dates of execution hereof by
respectively, the date or
gment hereto annexed.

GOVERNING

ease and all rights and obliga-
Fned by the laws of the State
r, ‘that the parties shall be

entitled to all rights confer
such additional rights arisin
if any, and of any assignment
by the law of the several jur
or any assignment hereof shal
being delivered in the City a
be effective when one or more
have been executed by both pa
Cravath, Swaine & Moore in th
parties hereto hereby irrevoc
tion of any federal or state
State of New York in respect
hereunder (except as to which
§ 7 hereof).

red by 49 U.S.C. § 11303 and

g out of the filing or hereof,
hereof as shall be conferred
isdictions in which this Lease
1 be filed. This Agreement 1is
nd State of New York and shall
counterparts which together
rties shall be delivered to

e City of New York. The

ably consent to the jurisdic-
court sitting in the City and
of any claim or dispute arising
arbitration is provided for in




IN WITNESS WHEREOF, the parties hereto have
executed or caused thls instrument to be executed as of the
date flrst‘above wrlttnn.

I

THE DETROIT EDISON COMPANY

. . ‘ by

[Corporate Seal]

Attest:

S
/
'l ‘,1

Q'lmlmdh” ......

THE BANK OF NEW YORK,

by

Title:



STATE OF MICHIGAN, )
) ss.:
COUNTY OF WAYNE )

on this ,gzd day’

~ L.

of October 1;85, before me

personally appeared gFZ£s7 2. élfooﬁ, % , to me personally
known, who, being by me dulYlsworn, says "that he/she is

S1CE CHAZI A O F THE Boxflﬂ)pf THE DETROIT EDISON COMPANY,
that one of the seals afflxed to the .foregoing instrument is
the corporate seal of said corporatlon, and that said
instrument was signed and sealed on behalf of said corpora-
tion by authority of its Board of Directors, and he acknowl-
edged that the execution of qhe foregoing instrument was the
free act and deed of said corporation.

[Notarial Seal]
My Commission Expires

STATE OF NEW YORK, )
COUNTY OF NEW YORK )

On this ‘ day
personally appeared

known, who, being by me duly

of T

instrument was signed on behsa

authority of its Board of Dir

that the execution of the for

act and deed of said corporat

ot 7 Sder

Notary Public

&%JANET A/%’?LEN z8 ’%
Ndtary Public, Macomb County, M

My Commission Expires July 31, 1989

of October 1985, before me
, to me personally

sworn, says that he/she is
he Bank of New York, that said
1f of said corporation by
ectors, and he/she acknowledged
egoing instrument was the free
ion.

[Notarial Seal]
My Commission Expires

Notary Public
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Rental
Payment Dates

1/2/87
7/2/87
1/2/88
7/2/88
1/2/89
7/2/89
1/2/90
7/2/90
1/2/91
7/2/91
1/2/92
7/2/92
1/2/93
7/2/93
1/2/94
7/2/94
1/2/95
7/2/95
1/2/96
7/2/96
1/2/97
7/2/97
1/2/98
7/2/98
1/2/99
7/2/99
1/2/00
7/2/00
1/2/01
7/2/01
1/2/02
7/2/02

RENTALS

SCHEDULE B TO LEASE

Percentage of
Purchase Price

3.2082143
5.2548105
3.0887954
5.3742294
2.9554403
5.5075844
2.8065227
5.656502K1
2.6402264
5.8227983
2.5000710
'5.9629537
2.3698942
6.0931332
2.2379703
8.1057266
2.0202552
8.3234417
1.8258758
8.5178210
1.6267800
8.7169169
1.4217260
8.9219709
1.0978916
9.2458052
0.6224609
9.7212360
0.0915474
10.2521495
0.0000000
10.3436969

152.3344479

o




SCHEDULE C TO LEASE

Tabhle 1
Casualty Values and
Termination Values
Rental As A Percentage of
Payment Dates Purchase Price*
1/72/87 94.5652
7/2/87 94.3705
1/2/88 95.8991
1/2/88 94,8497
1/2/89 95.7565
7/2/89 53.8036
1/2/90 34.0591
7/2/90 91.2827
1/72/91 91.3569
7/2/91 ' 88.2696
1/2/92 88.3584
1/2/92 85.0278
1/2/93 85.1299
7/2/93 : 81.5610
1/72/94 81.6774
7/2/794 : 75.9983
- 1/2/95 76.144¢6
7/2/95 _ _ 70.0957
1/2/96 ‘ ' 70.2606
7/2/96 ' 63.8535
1/2/97 64.0383
7/2/97 57.2645
1/2/98 ' 57.4713
7/2/98 50.3208
1/2/99 50.6928
7/2/99 43,0834
1/2/00 43.8168
7/2/00 35.6463
1/2/01 » 36.8042
7/2/01 ‘ 28.0319
172702 29.0222

1/2/02 ' 20.0000

L-41



Table 2

The percentages set forth in Table 1 of this
Schedule C have been computed without regard to recapture of
the Investment Tax Credit. Consequently, the Casualty Value
of any Unit suffering a Casualty Occurrence on or before
December 31, 1990, shall be increased by the applicable
percentage of the Purchase Price set forth below:

Percentage of

Date . Purchase Price
On or prior to 12/31/86 16.8121
On or prior to 12/31/87 13.4497
On or prior to 12/31/88 10.0873
On or prior to 12/31/89 : 6.7249
On or prior to 12/31/90 3.3624

L-42



SCHEDULE C TO LEASE

Table 1
Casualty Values and
Termination Values
Rental As A Percentage of

Payment Dates Purchase Price*
1/2/87 94.5652
772787 ‘ 94.3705
1/2/88 : 95.8991
7/2/88 94.8497
1/2/89 95,7565
7/2/89 393.8036
1/2/90 : 94,0591
7/2/90 91.2827
172791 , 91.3569
7/2/91 . 88.269¢6
1/2/792 88.3584
7/2/92 85.0278
172793 - 85.1299
7/2/793 ' : 81.5610
1/72/94 _ Bl1.6774
7/2/794 75.9983
172795 76.1446
7712795 , 70.0957
1/2/96 70.2606
7/2/96 63.8535
172797 64.0383
7/2/97 57.2645
1/2/98 $7.4713
7/2/98 . 50.3208
1/2/99 50.6928
7/2/99 43.0834
1/2/00 43.8168
7/2/00 35.6463
1/2/01 36.8042
7/2/01 28.0319
1/2/02 29.0222
7/2/02 20.0000



Table 2

The percentages set forth in Table 1 of this
Schedule C have been computed without regard to recapture of
the Investment Tax Credit. Consequently, the Casualty Value
of any Unit suffering a Casualty Occurrence on or before
December 31, 1990, shall be increased by the applicable
percentage of the Purchase Price set forth below:.

Percentage of

Date ' Purchase Price
On or prior to 12/31/86 16.8121
On or prior to 12/31/87 13.4497
On or prior to 12/31/88 . 10.0873
On or prior to 12/31/89 : 6.7249
On or prior to 12/31/90 3.3624



Rental

SCHEDULE € TO LEASE

Casualty Values Termination Values
as a Percentage of as a Percentage of
Purchase Price Purchase Price

Payment Dates

1/72/87
7/2/87
1/2/88
7/2/88
1/2/89
7/2/89
1/2/90
7/2/90
1/2/91
7/2/91
1/2/92
7/2/92
1/2/93
7/2/93
1/2/94
7/2/94
1/2/95
7/2/95
1/2/96
7/2/96
1/2/97
7/2/97
1/2/98
7/2/98
1/2/99
7/2/99
1/2/00
7/2/00
1/2/01
7/2/01
1/2/02
7/2/02

[TO BE SUPPLIED AT

A LATER DATE]



Certificate o

To: The Bank of New York

SCHEDULE D TO LEASE

f Acceptance

Mercantile-Safe Deposit
Greenville Steel Car Com

I, the duly authori
GREENVILLE STEEL CAR COMPANY
(the "Lessee") under the Cond
Lease of Railroad Equipment,
1985, respectively, do hereby
have caused to be inspected a
thereunder of the following U

TYPE OF EQUIPMENT:
DATE ACCEPTED: '
NUMBER OF UNITS
NUMBERED:

I do hereby certify
in good order and condition,
specifications, requlrements
thereto as provided in Articl,
tional Sale Agreement. I do
the foregoing Units has been
printed in contrasting colors
Unit in letters not less than

"Ownership subject
with the Interstate Commerce

The execution of th
relieve or decrease the respo
below for any warranties it h
Equipment.

BUILDER: .
Greenville Steel Car Company

gnd Trust Company

pany

zed representative for

and THE DETROIT EDISON COMPANY
itional Sale Agreement and the
both dated as of October 1,
certify that I inspected or
nd have accepted delivery

nits of Equipment:

that the foregoing Units are
and appear to conform to the
and standards applicable

e 2 of the aforesaid Condi-
further certify that each of
marked by means of a stencil
upon each side of each such
one inch in height as follows:

to a Security Agreement filed
Commission."

is Certificate will in no way
nsibility of the Builder named
as made with respect to the

Authorized Represen
Vendee and Les

tative of
see

v




(CS&M Ref. 1696-046]

LEASE OF RAILROAD EQUIPMENT
Dated as of October 1, 1985
between
THE DETROIT EDISON COMPANY, Lessee
and

THE BANK OF NEW YORK, Lessor

[Covering 610 Greenville Rotary Dump Gondola Cars]

The rights and interests of the Lessor under this
Lease are subject to a security interest in favor of
Mercantile-Safe Deposit and Trust Company, as agent for a
certain investor. The original of this Lease is held by
said Agent.
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LEASE OF RAILROAD EQUIPMENT dated as of
October 1, 1985, between THE DETROIT EDISON
COMPANY, a Michigan corporation (the "Les-
see"), and THE BANK OF NEW YORK, a New York
corporation (the "Lessor").

WHEREAS the Lessor is entering into a Conditional
Sale Agreement dated as of the date hereof (the "CSA") with
Greenville Steel Car Company (the "Builder"), pursuant to
such the Builder has agreed to manufacture, conditiocnally
sell and deliver to the Lessor the units of railroad equip-
ment described in Schedule A hereto (the "Equipment");

WHEREAS the Builder under an Agreement and Assign-
ment dated as of the date hereof (the "CSA Assignment") is
assigning its interests in the CSA to Mercantile~Safe
Deposit and Trust Company acting as Agent (hereinafter,
together with its successors and assigns and the Investor,
as hereinafter defined, called the ."Vendor") under a Par-
ticipation Agreement dated as of the date hereof (the
"Participation Agreement") with the Lessee, the Lessor and
the Investor named therein (said investor, together with its
suceessors and assigns, being hereinafter called the "Inves-
tor");

WHEREAS the Lessee desires to lease such number of
units of Equipment as are delivered and accepted and settled
for under the CSA (the "Units") at the rentals and for the
terms and upon the conditions hereinafter provided; and

WHEREAS the parties contemplate that the Lessor
will assign for security purposes certain of its rights in
this Lease to the Vendor by an Assignment of Lease and
Agreement dated as of the date hereof (the "Lease Assign-
ment"), and the Lessee will consent thereto by a Consent and
Agreement (the "Consent");

NOW, THEREFORE, in consideration of the premises
and of the rentals to be paid and the covenants hereinafter
mentioned to be kept and performed by the Lessee, the Lessor
hereby leases the Units to the Lessee upon the following
terms and conditions:



§ 1. NET

This Lease is a net
be entitled to any abatement o
any other amounts payable by i
additional rent and other amou
collectively in this § 1 as "R
recoupment or reduction of Ren
to, abatements, setoffs, reduc
alleged to be due by reason of
claims or counterclaims of the
under this Lease or the CSA or
builder or the Vendor or any o
reason Whatsoever.
including its obligations to p
and unconditional under. any an
except as otherwise expressly
shall not terminate, nor shall
the Lessor or the Lessee be ot
any defect in or damage to or
use or destruction of all or a
ever cause, any liens, encumbr
respect to any of the Units,

Units,
invalidity or unenforceability
of this Lease, any insolvency
nization or similar proceeding
any other cause whether simila
ing, any present or future law
ing, it being the intention of
Rent payable by the Lessee her
payable in all events in the m
provided unless the obligation
terminated pursuant to the exp;]
To the extent permitted by app]

The Lessee!

LEASE

lease and the Lessee shall not
f rent or additional rent or

F hereunder (all such rent,
pts are referred to

ent"), or setoff against or

t, including, but not limited
tions or recoupments due or
any past, present or future
Lessee against the Lessor
otherwise, or against the
ther person or for any other

s obligations hereunder,

ay all Rent, shall be absolute
d all circumstances, and
prov1ded herein, this Lease
[the respective obligations of
herwise affected, by reason of
loss of possession or loss of
py of the Units from whatso-
ances or rights of others with

the prohibition of or other
restriction against the Lessee!

s use of all or any of the

the interference with such use by any person, the

or lack of due authorization
of or any bankruptcy, reorga-
against the Lessee, or for

r or dissimilar to the forego-
to the contrary notwithstand-
the parties hereto that all
eunder shall continue to be
anner and at the times herein
to pay the same shall be

ress provisions of this Lease.
licable law, the Lessee hereby

waives any and all rights whlch it may now have or which at

any time hereafter may be conf
otherwise, to terminate, cance
of any of the Units except in
terms hereof.

Each payment of

erred upon it, by statute or
} quit or surrender the lease
accordance with the express
Rent made by the Lessee

hereunder shall be final and the Lessee shall not seek to

recover all or any part of suc
any reason whatsoever except m

P payment from the Lessor for
anifest error.




§ 2. DELIVERY AND ACCEPTANCE OF UNITS

The Lessor hereby appoints the Lessee its agent
for inspection and acceptance of the Units pursuant to the
CSA. _ The Lessor will cause each Unit to be delivered to the
Lessee at the point or points within the United States of

"America at which such Unit is delivered to the Lessor under

the CSA. Upon such delivery, the Lessee will cause an
employee of the Lessee to inspect the same and, if such Unit
is found to be acceptable, to accept delivery of such Unit,
and the Lessee shall execute and deliver to the Lessor a
certificate of acceptance ("Certificate of Acceptance")
substantially in the form annexed hereto as Schedule D,
whereupon, except as.provided in the next sentence hereof,
such Unit shall be deemed to have been delivered to and
accepted by the Lessee and shall be subject thereafter to
all the terms and conditions of this Lease. The delivery,
inspection and acceptance hereunder of any unit of Equipment
excluded from the CSA pursuant to the first paragraph of
Article 4 thereof shall be null and void and ineffective to
subject such unit to this Lease or to constitute acceptance
thereof on behalf of the Lessor for any purpose whatsoever.

§ 3. RENTALS

(1) The Lessee agrees to pay the Lessor, as
rental for each Unit subject to this Lease, 32 consecutive
payments, payvable in arrears, commencing January 2, 1987, to
and including July 2, 2002. The 32 rental payments shall
each be in an amount equal to the bdsic lease rate set forth
in Schedule B hereto for the applicable payment date
multiplied by the Purchase Price (as defined in Article 4 of
the CSA) of each Unit subject to this Lease. In addition,
if the Vendee shall fail to pay to the Agent on July 2,
1986, an amount equal to interest accrued to said date on
the CSA Indebtedness as required by the first sentence of
Paragraph 10 of the Participation Agreement, the Lessee
shall on July 2, 1886, pay to the Agent an amount equal to
sald accrued interest, in which event the Lessee shall have
a right to sue the Vendee for the amount so paid to the
Agent plus interest thereon at the Prime Rate (as defined in
§ 16 hereof) plus 1% per annum until repaid or withhold an
amount equal to the same plus such interest thereon from
rentals hereunder but only to the extent such withholdings
are not required to satisfy the obligations of the Vendee
under the CSA. :

(2) The basic lease rates set forth in Schedule B
hereto and the related Casualty Values and Termination



Values set forth in Schedule
on the assumptions that the U
and settled for by the Lessor
in the amounts as follows:

C hereto have been calculated
nits will have been delivered
and the Agent on the dates and

Number of Assumed Assumed Assumed
Units Delivery Date | Settlement Date Settlement Amount-
200 October 1985 10/30/85 $7,760,000
205 November 1985 11/30/85 7,954,000
205 December 1985 12/30/85 7,954,000

If for any reason such assump
such basic lease rates and su
tion Values payable by the Le
the Units on and after Januar
or decreased, as the case may
in the reasonable opinion of

nominal after-tax yield and n
originally anticipated by the
transaction (such yield and c
called "Net Economic Return")
assumptions had been correct.
schedule of such rentals and

and the Agent promptly after

and the calculations have bee
-Lessee so requests, such calc
of the Lessee, be verified by
auditors and the determinatio
binding on the parties hereto

Notwithstanding any
herein, the rentals and Casua
percentages, as adjusted purs
be sufficient to satisfy the

$23,668,000

tions are not correct, then
ssee hereunder in respect of

Yy 2, 1987, shall be increased
be, by such amount as shall,
the Lessor, cause the Lessor's
et after-tax cash flows as were
Lessor in evaluating this

ash flow being hereinafter

to be the same as if such

The Lessor shall provide a
Casualty Values to the Lessee
the facts have been determined
n made by the Lessor. If the
ulations will, at the expense
the Lessor's independent

n of such auditors shall be

thing to the contrary set forth
lty Value and Termination
uant to this § 3, shall always

Bbligations of the Lessor under

the CSA regardless of any limitation of liability set forth

therein and the date on which
event be consistent with the
under the CSA.

If any of the renta
above is not a business day t
payable on such date shall be
business day. The term "busi:
a calendar day, excluding Sat
day on which banking institut
York, Detroit, Michigan, ‘or B
authorlzed or obligated to re

rental is payable shall in any
Lessor's payment obligations

1 payment dates referred to

he rental payment otherwise
payable on the next preceding
ness day" as used herein means
urdays, Sundays and any other
hons in New York City, New
altlmore, Maryland, are

main closed.

ch Casualty values and Termina-




The Lessor irrevocably instructs the Lessee to
make all the payments provided for in this Lease, including,
but not limited to, the payments provided for in this § 3
and in § 7 hereof, but excluding all Excluded Payments as
defined in the Lease Assignment, at the principal office of
the Vendor, for the account of the Lessor in care of the
Vendor, with instructions to the Vendor, first, to apply
such payments to satisfy the obligations of the Lessor under
the CSA, and, second, so long as no event of default under
the CSA shall have occurred and be continuing, to pay any
balance promptly to the Lessor at such place as the Lessor
shall specify in writing. If the Lease Assignment is not
executed and delivered, or if the Lessee shall have been
advised by the. Agent in writing that all sums due from the
Vendee under the CSA have been fully discharged and
satisfied, payments thereafter due shall ke made to the
Lessor. The Lessee agrees to make each payment provided for
herein as contemplated by this paragraph by wire transfer of
immediately available funds to the Vendor or the Lessor, as
the case may be, by 11:00 a.m., New York City time, on the
date such payment is due.

§ 4. TERM OF LEASE

4.1. Beginning and Termination. The term of this
Lease as to each Unit shall begin on the date of delivery
and acceptance of such Unit hereunder and, subkject to the
provisions of §§ 7, 10 and 13 hereof, shall terminate on the
date on which the final payment of rent in respect thereof
is due pursuant to § 3.1 herecof. The obligations of the
Lessee hereunder (including, but not limited to, the obliga=~
tions under §§ 3, 6, 7, 9 and 14 hereof) shall survive the
expiration or termination of the term of this Lease.

4.2. Rights and Obligations of Lessee Subiject to
CSA. Notwithstanding anything to the contrary contained
herein, all rights and obligations of the Lessee under this
Lease and in and to the Units are subject to the rights of
the Vendor under the CSA. If an event of default should
occur under the CSA, the Vendor may terminate this Lease (or
rescind its termination), all as provided therein; Erovided,
however, that, so long as (i) no Event of Default exists
hereunder, (ii) the Lessee is complying with the provisions
of the Consent and (iii) the Vendor is entitled to apply the
Payments (as defined in the Lease Assignment) in accordance
with the Lease Assignment, this Lease may not be terminated
and the Lessee shall be entitled to the rights of posses-
sion, use and assignment provided under § 12 hereof.




§ 5.
5.1.

Identifying Numbers;

IDENTIFICATION MARKS

Legend, Changes. The

Lessee will cause each Unit to| be kept numbered with the

identification number set forth in Schedule A hereto,

and

will keep and maintain, plainl&, distinctly, permanently and
conspicuously marked on each sﬁde of each Unit, in letters
not less than one inch in height, the words "OWNERSHIP
SUBJECT TO A SECURITY AGREEMENT FILED WITH THE INTERSTATE
COMMERCE COMMISSION", with appropriate changes thereof as

from time to time may be requi
the Vendor and the Lessor, in
and the Vendor's title to and
rights- of the Lessor under thi
Vendor under the CSA. The Les
Unit in operation or exercise
the same until such words shal

red by law,

in the opinion of
order to protect the Lessor's
ﬁnterest in such Unit and the
's Lease and the rights of the
see will not place any such
Bny control or dominion over

1 have been so marked and will

replace promptly any such markings which may be removed,

obliterated, defaced or destrqyed.»
change the identification numb

: The Lessee will not

er of any Unit unless and

until (i) a statement of new number or numbers to be sub-
stituted therefor shall have been filed with the Vendor and

the Lessor and duly filed and
public offices where this Leas

|
k and the CSA shall have been

deposited by the Lessee in all'

filed and deposited and (ii) tpe Lessee shall have furnished
the Vendor and the Lessor an opinion of counsel to the

effect that such statement has

been so filed and deposited,

that such filing and deposit Will protect the Vendor's and
the Lessor's rights in such Unlits and that no other filing,

deposit or giving of notice wi

th or to any Federal, state or

local government or agency thereof is necessary to protect

the rights of the Vendor and t

5.2.

Insignia of Lessee.

he Lessor in such Units.

Except as provided in

§ 5.1,
association or corporation to
designation that might be inte
ship; provided, however,. that
the names or initials or other
the Lessee or its affiliates.

§ 6. T

The Lessee assumes T

the Lessee will not alllow the name of any person,

be placed on any Unit as a
rpreted as a claim of owner-

the Units may be lettered with
insignia customarily used by

AXES

esponsibility for, and agrees

to pay, hold harmless and inde
the Lessor, the Investor and t
agents, employees, officers,
assigns (the "Indemnified Pers

directors,

mnify on an after-tax basis .
he Vendor and their servants,
successors and
ons") against, all taxes,
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fees, assessments, withholdings, levies, imposts, ‘duties,
license and registration fees and other governmental charges
of any nature whatsoever, including without limitation
penalties, additions to tax and interest (all such taxes,
fees, assessments, withholdings, levies, imposts, duties,
license and registration fees, other governmental charges,
penalties, additions to tax and interest being hereinafter
called "Taxes"), imposed on, incurred by or asserted agalnst
any Indemnified Person or the Units or any thereof on
account of, or with respect to or in any way relating to or
arising out of, this Lease or the CSA or any document
referred to herein or therein or any of the transactions
contemplated hereby or thereby or the manufacture, purchase,
acquisition, acceptance or rejection of the Units or any
thereof or the ownership, delivery, non-delivery, leasing,
subleasing, transfer of title, use, operation, maintenance,
repair, condition, sale, return, abandonment or other
application or disposition of the Units or any thereof or
any indebtedness with respect thereto or the rentals,
receipts, earnings or gains arising therefrom; provided,
however, that there shall be no indemnification hereunder
for (i) any Taxes imposed on or measured by any fees or
compensation received by the institution who is the Vendor,
(ii) Federal income taxes and income or franchise taxes
imposed on the Investor or its successors and assigns with
respect to interest paid on the CSA Indebtedness,

(iii) Federal income taxes and income or franchise taxes
imposed on the Lessor or its successors or assigns by the
State of its incorporation or, if different, by the state in
which its principal office is located or any taxing
authority or jurisdiction therein or by any other taxing
jurisdiction not related to: (w) the execution, delivery
and performance of this Lease, the Participation Agreement
or the CSA or any document referred to herein or hereof or
any of the transactions contemplated hereby or thereby or
(x) the manufacture, purchase, acquisition, acceptance, or
rejection of the Units or any thereof, or (y) the ownership,
delivery, non-delivery, leasing, subleasing, transfer of
title, use, operation, maintenance, repair, condition, sale,
return, abandonment or other application or disposition of
the Units or any thereof or any indebtedness with respect
thereto, or (z) the rentals, receipts, earnings or gains
arising therefrom, and (iv) Taxes payable by the Lessor as a
result of any transfer of any of its interest in the Egquip-~
ment unless such transfer is made during the continuance of
. an Event of Default hereunder. The Lessee shall pay all
Taxes for which it assumes liability hereunder when such

" Taxes are due and will indemnify each Indemnified Person to
the extent required by this § 6 within thirty (30) days
after receipt of a written demand for indemnification
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from the Indemnified Persen specifying the -amount to be
paid, the basis on which such jamount was determined and the
nature of the Taxes in question.

In the -event that the Lessor shall become obli-
gated to make any payment to the Builder or the Vendor or
otherwise pursuant to any corresponding provision of the CSA
(other than the proviso to the third paragraph of Article 12
thereof) not covered by the f&reg01ng paragraph of this § 6,
the Lessee shall pay such addﬂtlonal amounts (which shall
also be deemed Taxes hereundeq) to the Lessor as will enable
the Lessor to fulfill completely its obllgatlons pursuant to

said provision.

In the event any returns, statements or reports
with respect to Taxes are requlred to be made, the Lessee
will make such returns, statements and reports in such
manner as to show the interest of the Lessor and the Vendor

in the Units; provided, howevé

r, that the Lessor shall, with

respect to any State or politil

cal subdivision thereof of the

United States of America, fllé such returns, statements, and

reports relating to sales or u
charges on or measured by the
recelipts arising from the Unit
Lessor thereto, as the Lessee

se taxes, and taxes, fees, and
Lessor's earnings or gross
s, or the wvalue added by the
shall determine are required

to be filed, and as shall be prepared by the Lessee, and the

Lessor shall remit the amount

thereof upon payment by the

Lessee to the Lessor (such payment to be made forthwith upon

demand by the Lessor therefor)
charges except as provided abo

of such taxes, fees and
ve. To the extent that the

Lessor has information necessary to the preparation of such

returns, statements and report
information to the Lessee.

To the extent that t
law from performing in its own
this § 6, the Lessor hereby au
its own name and on its behalf
Lessee shall indemnify and hol

s, it will furnish such

he Lessee may be prohibited by
name the duties required by
thorized the Lessee to act in
; provided, however, that the
d the Lessor harmless from and

against any and all claims, costs, expenses, damages, losses
and liabilities incurred in cqnnection therewith as a result
of, or incident to, any action by the Lessee pursuant to

this authorization.

The Lessee shall, whenever reasonably requested by
the Lessor, submit to the Lessor copies of returns, state-
ments, reports, billings and femlttances, or furnish other
evidence satisfactory to the Lessor, of the Lessee's perfor-

mance of its duties under this § 6.

The Lessee shall also
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furnish promptly upon request such data as the Lessor
reasonably may require to permit the Lessor's compliance
with the requirements of taxing jurisdictions.

The Lessee agrees to pay all amounts due under
this § 6 free of any Taxes and to indemnify each Indemnified

‘Person against any Taxes imposed by reason of any payment

made by the Lessee so that the Indemnified Person to whom or
for whose benefit the payment is made shall receive an
amount which, net of any Taxes or other charges required to
be paid by such Indemnified Person in respect thereof
(calculated at the maximum statutory rates then in effect),
shall be equal to the amount of payment otherwise required
hereunder. Without limiting the foregoing, the amount which
the Lessee shall be required to pay with respect to any
Taxes subject to indemnification under this § 6 shall be an
amount sufficient so that, after considering the tax and
other effects of the Taxes in question and the receipt of
indemnification payments hereunder, the Indemnified Person
will have the same Net Economic Return had such Taxes not
been incurred or imposed.

In the event that, during the continuance of this
Lease, the Lessee becomes liable for the payment or reim-

.bursement of any Taxes pursuant to this § 6, such liability

shall continue, notwithstanding the expiration of this
Lease, until all such Taxes are paid or reimbursed by the
Lessee. '

If any claim is made against any Indemnified
Person or if any proceeding is commenced against any Indem-~
nified Person for any Taxes as to which the Lessee has an
indemnity obligation pursuant to this § 6, such Indemnified
Person shall promptly notify the Lessee, but the failure to
provide such notice shall not affect the Lessee's obliga-
tions hereunder to any Indemnified Person except that the
Lessee shall not be obligated to indemnify such Indemnified
Person for any additional Taxes or penalties or interest
thereon to the extent resulting solely from such failure.
If reasonably requested by the Lessee in writing, upon
determination by such Indemnified Person (which
determination shall be reasonable) that the action to be
taken will not result in any substantial risk or ’
consequences materially adverse to it and that the action to
be taken will not result in any material danger of sale,
forfeiture or loss of, or the creation of any liens (except
if the Lessee shall have adequately bonded such lien or
otherwise made provision to protect the interests of such
Indemnified Person in respect of such lien in a manner
satisfactory to such Indemnified Person) on the Units or any
thereof, such Indemnified Person shall upon receipt of
indemnity satisfactory to it and at the expense of the

L-9



Lessee (including, without 1li
attorneys' and accountants' f
alties and interest) in good

applicability or amount of su
nified Person's sole discreti
thereof, (B) not paying .the s
protest is necessary and prop
using reasonable efforts to o
appropriate administrative an
Indemnified Person shall not

pursuant to this paragraph un
have agreed to indemnify such

mitation, all costs, expenses,
ees and disbursements, pen-
faith contest the validity,

ch Taxes by, in such Indem-

on, (A) resisting payment

ame except under protest, if
er, or (C) if payment is made,
btain a refund thereof in

d judicial proceedings. Such
be required to take any action
less and until the Lessee shall
Indemnified Person in a manner

reasonably satisfactory to such Indemnified person for any
llablllty or loss which such Indemnlfled Person may reasonably
incur as a result of such contest and shall have agreed to

.pay such Indemnified Person o
which such Indemnified Person
connection with such contest

of counsel). Any contest req
sentence shall, at the option
conducted by such Indemnified
name of the Lessee or such In
to property taxes, sales and

n demand all costs and expenses
may reasonably incur in
(including fees and disbursements
uired pursuant to the preceding
of such Indemnified Person, be
Person or the Lessee in the
demnified Person. With respect
use taxes, and other similar

taxes levied or imposed directly on the Equipment or the use

or value thereof (other than
based on income), at the requ
Person will permit the Lessee
as the contested liability is
of the Indemnified Person the

the respective taxing authorities.

contest conducted by the Less
take or join in any action re
Lessee with respect thereto.
payment of the Tax in questio
such payment directly to the
furnish to such Indemnified P
such payment. The Lessee agr
Person reasonable notice of a
which it must be commenced.

income or franchise taxes on or
est of the Lessee, the Indemnified
to conduct the contest so long
the only contested liability

n pending or threatened before
In the case of any

ce the Indemnified Person will
asonably requested by the

If any such contest involves
n, the Lessee shall either make
appropriate authority or

erson sufficient funds to make
ces to give such Indemnified

ny contest prior to the date by
If any Indemnified Person

obtains a refund of all or any part of any Tax paid or

reimbursed by the Lessee and ﬁf no Event of Default or
with which the giving of notice and/or passage of time

become an Event of Default sh
continuing, such Indemnified

the Lessee the amount of such
already paid or reimbursed by
that the aggregate amount of

any Taxes made by the Indemni
pursuant to this sentence sha

event
would
all have occurred and be
Person shall promptly pay to

refund net of expenses not
the Lessee; provided, however,
all payments with respect to
fied Person to the Lessee

11 not exceed the aggregate

amount of all payments made bj the Lessee to such
Indemnlfled Person pursuant to this § 6 with respect to such
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addition to such refund such Indemnitee shall receive an
amount representing interest on the amcunt of such refund,
the Lessee shall promptly be paid that portion of such
interest that is fairly attributable to Taxes paid or
reimbursed by the Lessee prior to the receipt of such
- refund. Nothing contained herein shall require any Indem-
nified Person to contest or permit the Lessee to contest a
claim which it would otherwise be required to contest if
such Indemnified Person shall waive payment by the Lessee of
any amount that might otherwise be payable by the Lessee
under this § 6 by way of indemnity in respect of such claim
or if an Event of Default shall have occurred and be continu-
ing hereunder. ' .

§ 7. MAINTENANCE, CASUALTY OCCURRENCE,
INSURANCE, ECONOMIC OBSOLESCENCE

7.1. Maintenance. The Lessee at its own expense
will maintain, service, repailr and/or overhaul, as neces-
sary, each Unit (including any parts installed on or
replacements made to any Unit which are considered an
accession thereto pursuant to § 9.3) so that each Unit will
remain (a) in good operating condition {ordinary wear and '

o tear excepted) for its intended purpose, (b) in compliance
: with any and all applicable laws and regulations and all

A mandatory safety bulletins issued by the Builder applicable
2 : to the Equipment, (c) meet the standards then in effect
under the interchange rules of the American Association of
Railroads and (d) in compliance with the Lessee's insurance
policies and not in violation of any of the Builder's
warranties. The Lessee shall not discriminate between the
Equipment and such other similar equipment to the detriment
of the Equipment in its maintenance procedures and
practices.

. 7.2. Casualty Occurrences. In the event that any
' Unit shall be or become worn out, lost, stolen, destroyed
or, in the good faith and reasonable opinion of the Lessee,
irreparably damaged, or remains in an inoperable condition
for six {6) consecutive months (excluding any period during-
which the Lessee 1s unable to repair same or make same
operable due to labor strikes or other work stoppages,
lockouts, or events beyond the reasonable control of the
Lessee) from any cause whatsoever, or permanently returned
to the Builder pursuant to any patent indemnity provision of
the CSA prior to the return of such Unit in the manner set
forth in § 14 hereof, or should title to any Unit be taken
or requisitioned by condemnation or otherwise by any govern-
mental authority, or should use of any Unit be taken or
requisitioned by any governmental authority for a period

.
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exceeding six (6) consecutivel months (such occurrences being
hereinafter called "Casualty Occurrences"), the Lessee shall
promptly. (but in any event within 30 days after such Casual-
ty Occurrence) and fully notify the Lessor and the Vendor
with respect thereto. On the|l date set forth in Schedule C
hereto next succeeding such notice (each such date being
herein called a "Casualty Paypent Date") the Lessee shall
pay to the Lessor an amount equal to the rental payment or
payments in respect of such Unit then due and payable plus a
sum equal to the Casualty Value (as defined in § 7.4 hereof)
of such Unit as of. such rental payment date. Upon the
making of such payment by the| Lessee in respect of any Unit,
the rental for such Unit shall cease to accrue, the term of
this Lease as to such Unit shall terminate and (except in
the case of the loss, theft, complete destruction.or
permanent return to the Builder of such Unit) the Lessor

shall be entitled to recover bossession of such Unit.

Whenever any Unit shall suffer a Casualty

Occurrence after termination of this Lease at the expiration:

of the original or extended term hereof and before such Unit

shall have been returned in the manner provided in § 14
hereof, the Lessee shall promptly and fully notify the
Lessor with respect thereto apd pay to the Lessor (in
addition to any amounts due pursuant to § 14 hereof) an
amount equal to the Casualty yalue as of the end of such

original or extended term of this Lease, as the case may be.

7.3. Lessee Agent for Disposal. The Lessor
hereby appoints the Lessee its agent to dispose of any Unit
suffering a Casualty Occurrenbe or any component thereof, at
the best price obtainable on an "as is, where is" basis.
Provided that the Lessee has previously paid the Casualty
Value to the Lessor and provided no Event of Default (or
other event which after notice or lapse of time or both
would become an Event .of Default) shall have occurred and be
continuing, the Lessee shall be entitled to the net proceeds
of such sale to the extent they do not exceed the Casualty
Value of such Unit, and shall| pay any excess to the Lessor.
The Lessee shall be entitled to credit against the Casualty
Value payable in respect of any Unit permanently returned to
the Builder pursuant to any patent indemnity provision of
the CSA an amount equal to any net patent indemnity payment
in respect of such Unit made by the Builder to the Vendor
under the CSA. The Lessee w1&l pay all costs and expenses
in connection with the sale of any Unit pursuant to a
Casualty Occurrence.

7.4, Casualty Value. During the original term of
this Lease, the Casualty Value of each Unit as of any
Casualty Payment Date shall an amount equal to the
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percentage of the Purchase Price of such Unit as is set
forth in Schedule C hereto opposite such Casualty Payment
Date. During any renewal term hereof the Casualty Value of
each Unit as of any Casualty Payment Date shall be an amount
equal to the Fair Market Value of such Unit at the beginning
of such renewal term. ‘

7.5. Reguisition. In the event of the
requisition (except after such requisition has become a ,
Casualty Occurrence) of use by any governmental authority
(hereinafter collectively called the "Government") of any
Unit during the term of this Lease or any renewal thereof,
all of the Lessee's obligations (including without
limitation the obligation to pay rent) under this Lease with
respect to such Unit shall continue to the same extent as if
such requisition had not occurred, except that if such Unit
is returned by the Government at any time after the end of
the term of this Lease or any renewal thereocf, the Lessee
shall be obligated to return such Unit to the Lessor
pursuant to § 11 or 14 hereof, as the case may be, promptly
upon such return by the Government rather than at the end of
the term of this lease or any renewal thereof, but the
Lessee shall in all other respects comply with the
provisions of said § 11 or 14, as the case may be, with
respect to such Unit. All payments received by the Lessor
or the Lessee from the Government for the use of such Unit
during the term of this Lease or any renewal thereof and
prior to such use having become a Casualty Occurrence shall,
to the extent such payments are equal to or less than the
rent payable by the Lessee hereunder in respect of such
Unit, be paid over to, or retained by, the Lessee, provided
no Event of Default (or other event which after notice or
lapse of time or both would become an Event of Default)
shall have occurred and be continuing, and all payments in
excess thereof shall be paid over, or retained by, the
Lessor. All payments received by the Lessor or the Lessee
from the Government for the use of such Unit after such use
shall have become a Casualty Occurrence, shall be paid over
to, or retained by, the Lessee, up to an amount equal to the
Casualty Value actually paid by the Lessee in respect
thereof, and all such payments in excess thereof shall be
paid over to, or retained by, the Lessor. All payments
received by the Lessor or the Lessee for the use of such
Unit after the original term of this Lease or any renewal
thereof shall be paid over to, or retained by, the Lessor.

Except as hereinabove provided in this § 7, the
Lessee shall not be released from its obligation hereunder
in the event of, and shall bear the risk of, any Casualty
Occurrence to any Unit from and after delivery and accep-
tance thereof by the Lessee hereunder.
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7.6. Insurance. The Lessee will, at all times
prior to the return of the Units to the Lessor, at its own
exXpense, cause to be carried and maintained with insurance
carriers reasonably satlsfactoFy to the Lessor and the
Vendor physical damage insurance and public liability
insurance in respect of the Un1ts at the time subject
hereto, against such reasonable risks, in such reasonable
amounts and on such reasonable| terms and conditions as are
satisfactory to the Lessor and| the Vendor, and, in any
event, not less comprehensive in amounts and against risks
customarily insured against by| the Lessee in respect of
similar equipment owned or leaeed by it, but in no event
shall such coverage be for amopnts or against risks less
than the prudent public utility industry standards for such
leased equipment, nor shall the amount of physical damage
insurance for any Unit be less| than the Casualty Value
payable from time to time for such Unit. All policies with
respect to such insurance shall name the Lessor and the
Vendor as additional insureds or loss payees, as their
interests may appear, shall per1de for at least 30 days'
prior written notice by the insurance carrier to the Lessor
and the Vendor in the event of| cancellation, expiration or
amendment, shall include walvers by the insurer of all-
claims for premiums against the Lessor and the Vendor, shall
provide that losses are payable notwithstanding, among other
things, any act, omission or neglect of the Lessee, the
Lessor or the Vendor (except fPr the sole negligence of the
Lessor or the Vendor), any breach or violation by the
Lessee, the Lessor or the Vendpr of any warranty,
declaration, condition or other provision contained in any
such policy, or foreclosure, nbtice of sale or any other
proceeding in respect of the Unlts (except for the sole
negligence of the Lessor or the Vendor), or any change in
the title to or ownership of any of the Units and shall
contain provisions whereby the| insurance carrier waives all
rights of subrogation which it| may have against any named
insured therein or loss payee thereunder. Each such
insurance policy shall expressly provide that all of the
provisions thereof except the limits of liability (which
shall be appllcable to all insureds as a group) and
liability for premiums (which %hall be solely a liability of
the Lessee) shall operate in the Same manner as if they were
a separate policy covering each insured and shall be primary
without right of contribution ff rom any insurance carried by
the Lessor or the Vendor. The| Lessee shall furnish to the
Lessor and the Vendor a certificate of an independent
insurance broker reasonably acEeptable to Lessor evidencing
the maintenance of the insurance required hereunder and
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shall furnish certificates evidencing renewal 15 days prior
to the expiration date of such policy or policies. Notwith-
standing anything to the contrary contained herein, the
Lessee agrees that it will not, without the prior written
consent of the Lessor, reduce the amount of the physical
damage ‘insurance required to be maintained hereby or public
liability insurance required to be maintained hereby below
the dollar limits set forth in an officer's certificate
provided by the Lessee at the First Delivery Date Closing,
or reduce the risks covered by such insurance below those
insured against as of the First Delivery Date, or retain
self-insurance in excess of $1,000,000 in respect of such
physical damage insurance or $2,500,000 in respect of such
public insurance.

In the event of the failure of the Lessee to
provide and furnish any of the aforesaid insurance, the
Lessor or the Agent, upon notice to the Lessee, may, but
shall not be obligated to, procure such insurance and the
Lessee shall, upon demand, reimburse the Lessor and the
_Agent for all expenditures made by the Lessor or the Agent
for such insurance, together with interest thereon computed
at the rate set forth in § 16 in respect of overdue rentals
from the date of the Agent's or the Lessor's payment until

.reimbursed by the Lessee,

7.7. Insurance Proceeds and Condemnation
Payments. If the Lessor shall receive any insurance
proceeds or condemnation payments or any payments from the
American Association of Rallroads in respect of a Unit
suffering a Casualty Occurrence, the Lessor shall, subject
to the Lessee's having made payment of the Casualty Value in
respect of such Unit and provided no Event of Default (or
other event which after notice or lapse of time or both
would become an Event of Default) shall have occurred and be
continuing, pay such proceeds or payments to the Lessee up
to an amount equal to the Casualty Value with respect to a
Unit paid by the Lessee and any balance of such proceeds or
payments shall remain the property of the Lessor. If the
Lessor shall receive any insurance proceeds in respect of
any Unit not suffering a Casualty Occurrence, all such
proceeds shall be paid to the Lessee upon proof to the
Lessor that any damage to such Unit in respect of which such
proceeds were pald has been fully repaired so as to comply
with the provisions of § 7.1 hereof, provided no Event of
Default {or other event which after notice or lapse of time
or both would become an Event of Default) shall have occ-
curred and be continuing.

7.8. Economic Obsolescence. In the event that
the Lessee shall during the original term hereof, in its
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reasonable judgment, determine that the Units remaining

under this Lease have become

economically obsolete or

surplus to the Lessee's requlrements in the Lessee's

business, as determined in go
of Operations of the Lessee,
right, at its option and on a
notice to the Lessor and the
shall hereinafter be called t

Pd faith by the Vice President

the Lessee shall have the

t least 180 days' prior written
Vendor, to terminate (which act
he "Termination") this Lease as

to all or not less than 244 of such Units as of any succeed-

ing January 2 or July 2 speci:
- termination date so specified
"Termination Date"); provided

fied in such notice (such
being hereinafter called the
, however, that (i) the Termina-

tion Date shall ‘not be earlie
Event of Default or other eve
time or the giving of notice

of Default shall have occurre
date or on the date on which

shall be glven, (iii) on the

shall be in the condition req
to § 14 hereof and (iv) such

available only once.

During the period a
until the fifth business day
the Lessee shall use its best
the Lessor may at its option
purchase of each such Unit, a
five business days prior to s
the Lessor the amount of each
address of the party (which s
other entity or individual af
other party from whom the Les!
intends thereafter to lease s
On the Termination Date, the

r than January 2, 1996, (ii) no-
nt which after the lapse of

or both would become an Event

d and be continuing on such

the notice of such Termination
Termlnatlon Date all Units
uwired for redelivery pursuant
right of Termination shall be

Fter the giving of such notice
preceding the Termination Date,
efforts to obtain bids (and
pbtain additional bids) for the
pd the Lessee shall at least
uch Termination Date certify to
such bid and the name and
hall not be a corporation,
filiated with the Lessee or any
see or any such affiliate
pch Unit) submitting such bid.
Lessor shall sell each such

Unit for cash to the bidder who shall have submitted the

highest bid prior to the Termination Date.

price realized at each such s
Lessor.

On such Termination
the Lessor with respect to th
sum of (i) the amount, if any
Value (as hereinafter defined

such date exceeds the sale pﬂ

the deduction of all expenses
connection with such sale plu
respect to the Units due on s
(iii) an amount equal to the
of the CSA in respect of the

The total sale
ale shall be retained by the

Date, the Lessee shall pay to
e Units an amount equal to the
, by which the Termination

) for the Units computed as of
ice of the Units so sold after
incurred by the Lessor in

s (ii) the rental payment with
uch Termination Date plus
premium payable under Article 7
prepayment of the principal of




the CSA Indebtedness resulting from such Termination. The
Termination Value of each such Unit as of the Termination
Date shall be the percentage of Purchase Price of such Unit
set forth in Schedule C hereto opposite such date. 1In no
event shall the aggregate amount of sale proceeds retained
.by the Lessor and payments of rental and Termination Value
received by the Lessor as aforesaid be less than the Termin-
ation Value (as defined in the CSA) with respect to the
Units as of such Termination Date.

.Except as is provided in the last paragraph of
this § 7.8, if no sale of all the Units shall occur on the
Termination Date with respect thereto as provided above, no
Termination shall occur with respect to any of the Units. and
this Lease shall continue in full force and effect without
change.

Upon the receipt by the Lessor of the amounts
above described, the obligation of the Lessee to pay rent
pursuant to § 3 hereof in respect of such Units on each
rental payment date shall continue to and including the
Termination Date but shall then terminate. The Lessor shall

be under no duty to solicit bids, to inquire into the
efforts of the Lessee to obtain bids or otherwise to take
any action or incur any cost or expense in connection with
any sale other than to transfer or to cause to be trans-
ferred all the Lessor's right, title and interest in and to
such Unit to the purchaser named in the highest bid cer-
tified by the Lessee to the Lessor as above provided. Any
such sale shall be free and clear of.all the Lessee's rights
to such Unit, but otherwise shall be made without recourse
or warranties other than against Lessor's Liens as defined
in § 13.3. ’

If the Lessee shall exercise its option to effect
a Termination, the Lessor may, notwithstanding such election
by the Lessee, by written notice to the Lessee given within
90 days after the termination notice 1is given to the Lessor
and upcn satisfaction and discharge of the Lessor's obliga-
tions under the CSA with respect to the Units, elect to
retain such Units, in which case the Lessee shall not be
obligated to pay the Termination Value to the Lessor. In
the event the Lessor shall so elect to retain such Units and
delivers to the Lessee evidence of the satisfaction and
discharge of the Lessor's obligations under the CSA with
respect to the Units, the Lessee shall deliver such Units to
the Lessor in accordance with the provisions of § 14 hereof.
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§ 8. REPORTS

On or before April BO in each year, commenc1ng
with the calendar year 1986, the Lessee will furnish to the
Lessor and the Vendor a certlflcate signed by the Vice
President-Operations of the Lessee or another qualified
person satisfactory to the Lessor and the Vendor (a) setting
forth as of the preceding December 31 the amount, descrip-
tion and numbers of all Units| then leased hereunder and
covered by the CSA, the amount, description and numbers of
all Units that have suffered a Casualty Occurrence during
the preceding calendar year and such other information
regarding the condition and state of repair of any Units as
the Lessor or the Vendor may reasonably request,- (b) stating
that, in the case of all Unit's repainted or repaired during
the perlod covered by such statement, the numbers and
markings required by § 5 hereof have been preserved or
replaced, (c) further stating] that the Lessee is in
compliance under the Lease ang has performed or has caused
to be performed the required maintenance of the Unit and
that no event has occurred whlich with the lapse of time or
notice or both would constitute an Event of Default or, if
such an event has occurred, the nature and status thereof.
The Lessor and the Vendor shdll each have the right by its
agents to inspect the Units and the Lessee's records with
respect thereto at such reas&nable times as the Lessor or
the Vendor may request durln% the continuance of this Lease.
The Lessee shall promptly notlify the Lessor and the Vendor
of any occurrence of an Event! of Default or other event
which after notice or lapse df time or both would become an
Event of Default, specifying |such Event of Default and all
such events and the nature and status thereof.

§ 9. DISCLAIMER OF WARRANTIES, COMPLIANCE WITH
APPLICABLE LAWS, NDDITIONS, MODIFICATIONS
AND IMPROVEMENTS, INDEMNIFICATION

9.1. Disclaimer of Warranties. THE LESSOR DOES
NOT MAKE, HAS NOT MADE AND SHALL NOT BE DEEMED TO MAKE OR
HAVE MADE ANY WARRANTY OR RE%RESENTATION EITHER EXPRESS OR
IMPLIED, AS TO THE DESIGN OR|CONDITION OF, OR AS TO THE
QUALITY OF THE MATERIAL, EQUQPMENT OR WORKMANSHIP IN, THE
UNITS DELIVERED TO THE LESSEE HEREUNDER, AND THE LESSOR DOES
NOT MAKE ANY WARRANTY OF MERQHANTABILITY OR FITNESS OF THE

UNITS FOR ANY PARTICULAR PURPOSE CR AS TO TITLE TO THE UNITS,.

OR ANY COMPONENT THEREOF, OR AS TO THE LESSEE'S RIGHT TO
- QUIET ENJOYMENT THEREOF OR ANY OTHER REPRESENTATION OR
WARRANTY, EXPRESS OR IMPLIED, WITH RESPECT TO ANY UNIT,




fe

EITHER UPON DELIVERY THEREOF TO THE LESSEE OR OTHERWISE, it
being agreed that all such risks, as-among the Lessor and
the Lessee, are to be borned by the Lessee; but the Lessor
hereby irrevocably appoints and constitutes the Lessee its
agent and attorney-in-fact during the term of this Lease to
assert and enforce from time to time, in the name of and for
the account of the Lessor and/or the Lessee, as their
interests may appear, at the Lessee's sole cost and expense,
whatever claims and rights the Lessor may have against the
Builder under the provisions of Items 3 and 4 of Annex A to
the CSA; provided, however, that if at any time an Event of
Default shall have occurred and be continuing, the Lessor
may assert and enforce, at the Lessee's sole cost and
expense, such claims and rights. The Lessor shall not have
any responsibility or liability to the Lessee or any other
person with respect to any of the following: (i) any
liability, loss or damage caused or alleged to be caused
directly or indirectly by any Units or by any inadequacy
thereof or deficiency or defect therein or by any other
circumstances in connection therewith; (ii) the use, opera-
tion or performance of any Units or any risks relating
thereto; (iii) any interruption of service, loss of business
or anticipated profits or consequential damages; or (iv) the
delivery, operation, subleasing, servicing, maintenance,
repair, improvement or replacement of any Units. The Lessee
acknowledges and agrees that each Unit upon acceptance will
be of a size, design, capacity and manufacture selected by
the Lessee and that the Lessee is satisfied that the same is
suitable for its purpose. The Lessee's delivery of a
Certificate of Acceptance shall be conclusive evidence as
between the Lessee and the Lessor that the Units described
therein are in all the foregoing respects satisfactory to
the Lessee, and the Lessee will not assert any claim of any
nature whatsoever against the Lessor based on any of the
foregoing matters.

9.2. Compliance with Applicable Laws. The Lessee
agrees, for the benefit of the Lessor and the Vendor, at all
times to comply in all respects (including, without limita-
tion, with respect to the use, maintenance and operation of
each Unit) with all applicable laws of the jurisdictions in
which its operations involving the Units may extend, with
the interchange rules of the Association of American Rail-
roads, if applicable, and with all lawful rules of the
United States Department of Transportation, the Interstate
Commerce Commission and any other legislative, executive,
administrative or judicial body exercising any power or
jurisdiction over .the Units, to the extent that such laws
and rules affect the title, operation or use of the Units
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(all such laws and rules to such extent called "Applicable
Law"), and in the event that,| prior to the expiration of
this Lease or any renewal thereof Laws require any altera-
tion, replacement, addition or modlflcatlon of or to any
part on any Unit, the Lessee Wlll conform therewith at its
own expense; prov1ded however, that the Lessee may at its
own expense, in good faith, contest the validity or applica-
tion of any Law in any reasonable manner which does not, in
the opinion of the Lessor or the Vendor, adversely affect
the property or rights of the| Lessor or the Vendor under
this Lease or under the CSA.

9.3. Additions, Modifications and Improvements.
The Lessee, at its own cost and expense, may from time to
time make such other additions, modifications and improve-
ments to the Units during the| term of this Lease as are
readily removable without caus1ng material damage to the
Units (and do not adversely a;fect the value of the Units).
The additions, modifications and improvements made by the
Lessee under the preceding sentence shall be owned by the
Lessee (or such other party as may have title thereto),
except to the extent such additlons, modifications or
improvements are described in/ the following sentence. Any
and all parts installed on and additions and replacements
made to any Unit (i) which are not readily removable without
causing material damage to such Unit and were installed or
were added to such Unit in contravention of the provisions
contained hereinabove, (ii) the cost of which is included in
the Purchase Price of such Un&t, (iii) in the course of
ordinary maintenance of the Unlts or (iv) which are required
for the operation or use of such Unit by the interchange
rules of the Association of American Railroads or by the
regulations of the Interstate Commerce Commission, the
United States Department of Transportation or any other
regulatory body, shall constitute accessions to such Unit
and full ownership thereof free from any lien, charge,
security interest or encumbrance {(except for those created
by the CSA) shall immediately} be vested in the Lessor.

9.4. Indemnification. The Lessee shall pay, and
shall protect, indemnify and hold each Indemnified Person
harmless from and against any| and all causes of action,
sulits, penalties, claims, demands or judgments, of any
nature whatsoever which may be imposed on, incurred by or
asserted against any Indemnified Person (including any or
all liabilities, obligations,| damages, reasonable costs,
reasonable disbursements, reasonable expenses [including
without limitation attorneys'| fees and expenses of any
Indemnified Person] relating thereto) in any way relating to




or arising or alleged to arise out of this Lease or the
Units, including without limitation, those in any way
relating to or arising or alleged to arise out of (i) the
manufacture, construction, purchase, acceptance, rejection,
ownership, delivery, nondelivery, lease, possession, use,
operation, condition, sale, storage, return or other
disposition of any Unit or portion thereof; (ii} any latent
or other defects whether or not discoverable by any
Indemnified Person or the Lessee; (1ii) any claim for
patent, trademark or copyright infringement; (iv) any claims
based on strict liability in tort; (v) any injury to or the
death of any person or any damage to or loss of property on
or near the Units or in any manner growing out of or
concerned with, or alleged to grow out of or be connected
with, the ownership, use, replacement, adaptation or
maintenance of the Units or of any other equipment in
connection with the Units (whether owned or under the
control of the Lessor, the Lessee or any other person) or
resulting or alleged to result from the condition of any
thereof; (vi) any violation, or alleged violation, of any
provision of this Lease or of any agreement, law, rule,
regulation, ordinance or restriction, affecting.or
applicable to the Units or the leasing, ownership, use,
replacement, adaptation or maintenance thereof; or (vii) any
claim arising out of any of the Lessor's or the Vendor's
obligations under the Lease Assignment, the CSA or the
Participation Agreement, except to the extent such claim
arises from the gross negligence or wilful misconduct of the
person otherwise to be indemnified hereunder (all such
matters called "Indemnified Matters"). The Lessee shall be
obligated under this § 9.4, irrespective of whether any
Indemnified Person shall also be indemnified with respect to
the same Indemnified Matter under any other agreement by any
other person, and the Indemnified Person seeking to enforce
the indemnification may proceed directly against the Lessee
under this § 9.4 without first resorting to any such other
rights of indemnification. 1In case any action, suits or
proceeding is brought against any Indemnified Person, in
connection with any Indemnified Matter, the Lessee may and,
upon such Indemnified Person's request, will at the Lessee's
expense resist and defend such action, suit or proceeding,
or cause the same to be resisted or defended by counsel
selected by the Lessee and approved by such Indemnified
Person, as the case may be, and, in the event of any failure
by the Lessee to so do, the Lessee shall pay all reasonable
costs and expenses (including without limitation attorneys'
fees and expenses) incurred by such Indemnified Person . in
connection with such action, suit or proceeding. 1In the
event the Lessee is required to make any payment under this



§ 9.4, the Lessee shall pay such Indemnified Person an
amount which, after deduction| of all taxes required to be
paid by such Indemnified Person in respect of the receipt
thereof under the laws of the| United States or of any
political subdivision thereof| (after giving credit for any
savings in respect of any such taxes by reason of de-
ductions, credits or allowances in respect of the payment of
the expense indemnified against, and of any other such taxes
as determined in the sole discretion of the Indemnified
Person), shall be equal to the amount of such payment. The
Lessee and each Indemnified Person agree to give each other
promptly upon obtaining knowledge thereof written notice of
any claim or liability hereby‘lndemnlfled against; provided,
however, that any failure of any Indemnified Person to
furnish such notice in a prompt manner shall not relieve the
Lessee from its obllgatlon tollndemnlfy pursuant to this

§ 9.4. Upon the payment in full of any indemnities as
contained in this § 9.4 by th% Lessee, and provided that no
Event of Default (or other event which with lapse of time or
notice or both would constitute an Event of Default) shall
have occurred and be continuing, it shall be subrogated to
any right of such Indemnified| Person in- respect of the
matter against which indemnity has been paid as aforesaid.
Any payments received by suchl Indemnified Person from any
person (except the Lessee) asl a result of any matter with
respect to which such Indemnilffied Person has been
indemnified by the Lessee purjsuant to this § 9.4 shall be
paid over to the Lessee to the extent necessary to reimburse
the Lessee for 1ndemn1f1cat105 payments previously made in
respect of such matter. Notﬂlng herein contained shall
constitute a guaranty by the hessee of the CSA Indebtedness
under the CSA or a guaranty of the residual value of any
Unit.

The Lessee further lagrees to indemnify, protect
and hold harmless each Indemnlfled Person from and against
any and all liabilities, clalms, costs, charges and ex-
penses, including royalty payments and counsel fees, in any
manner imposed upon or accruing against such Indemnified
Person because of the use in |or about the construction or
operation of any of the Units of any article or material
specified by the Lessee and not manufactured by the Builder
or of any design, system, process, formula or combination
specified by the Lessee and Hot developed or purported to be
developed by the Builder whlch infringes or is claimed to
infringe on any patent or other right.

The Lessee shall bear the respon51b111ty and risk
for, and shall not be released from 1ts obligations here-




under in the event of, any damage to or the destruction or
loss of any or all of the Units of Equipment.

The Lessee agrees to prepare and deliver to the
Lessor within a reasonable time prior to the required filing
date (or, to the extent permissible, file on behalf of the
Lessor) any and all reports (other than tax returns) to be
filed by the Lessor with any Federal, state or other regula-
tory authority by reason of the ownership by the Lessor or
the Vendor of the Units, or the leasing thereof to the
Lessee.

The indemnities contained in this § 9.4 shall
survive the expiration or termination of this Lease with
respect to all events, facts, conditions or other
circumstances occurring or existing prior to such explratlon
or termination and are expressly made for the benefit of and
shall be enforceable and collectible directly from the
Lessee by any Indemnified Person notwithstanding the
provisions of the Lease Assignment or the Consent. None of
the indemnities in this § 9.4 shall be deemed to create any
rights of subrogation in any insurer or third party against
the Lessee therefor, from or under any Indemnified Person,
whether because of any claim paid or defense provided for
the benefit thereof or otherwise. '

§ 10. DEFAULT

10.1. Events of Default, Remedies. If, during
the continuance of this Lease one or more of the following
events (each such event being herein sometimes called an
"Event of Default") shall occur:

(A) default shall be made in payment of any amount
provided for in § 3, 6, 7, 9, 13 or 16 hereof, and such
default shall continue for five business days;

(B} the Lessee shall make or permit any unautho-
rized assignment or transfer of this Lease, or any
interest herein, or of the right to possession of the
Units, or any thereof;

(C) default shall be made in observance or perfor-
mance of any other of the covenants, conditions and
agreements on the part of the Lessee contained herein
or in the Consent or in the Participation Agreement and
such default shall continue for 30 days after the

“earlier of (i) written notice from the Lessor or the



Vendor to the Lessee specifying the default and
demanding that the same be remedied and (ii) the date
on which such default shall first become known to any
officer of the Lessee;

(D) any representatlon or warranty made by the
Lessee herein or in the Fonsent or in the Participation
Agreement or in any agreement, document or certificate
delivered by the Lessee in connection herewith or
therewith (other than the Indemnlty Agreement) shall
prove to have been incorrect in any material respect

when made or given;

(E) a petition for| reorganization under Title 11
of the United States Code, as now constituted or as )
hereafter amended, shall‘be filed by or against the
Lessee and, unless such petition shall have been
dismissed, nullified, stayed or otherwise rendered
1neffect1ve (but then only so long as such stay shall
continue in force or such ineffectiveness shall contin-
ue), all the obligations| of the Lessee under this
Lease, the Consent and the Indemnity Agreement shall
not have been and shall not continue to be duly assumed
in writing within 60 days after such petition shall
" have been filed, 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; or

(F) any other proceeding shall be commenced by or
against the Lessee for any relief which includes or
might result in any modiffication of the obligations of
the Lessee under this Lease, the Consent and the
Indemnity Agreement under any bankruptcy or insolvency
laws or laws relating to the relief of debtors, read-
justments of indebtednes|s, reorganizations, arrange-
ments, compositions or extenSLOns (other than a law
- which does not permit any readjustments of such obliga-
tions), and, unless such proceedings shall have been
dismissed, nullified, stbyed or otherwise rendered
ineffective (but then onlly so long as such stay shall
continue in force or such ineffectiveness shall contin-
ue), all such obligations shall not have been and shall
not continue to be duly |assumed in writing within
60 days after such proceedings shall have been com-
menced, pursuant to a cqurt order or decree, by a
trustee or trustees or receiver or receivers appointed

»
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then,

(whether or not subject to ratification) for the Lessee
or for the property of the Lessee in connection with
any such proceedings in such manner that such obliga-
tions shall have the same status as expenses of admin-
istration and obligations incurred by such trustee or
trustees or receiver or receivers;

in any such case, the Lessor, at its option, may:

(a) proceed by appropriate court action or
actions, either at law or in equity, to enforce perfor-
mance by the Lessee of the applicable covenants of this
Lease or to recover damages for the breach thereof; or

(b) Dby notice in writing to the Lessee terminate
this Lease, whereupon all rights of the Lessee to the
use of the Units shall absolutely cease and terminate
as though this Lease had never been made, but the
Lessee shall remain liable as herein provided; and
thereupon the Lessor may by its agents enter upon the
premises of the Lessee or other premises, insofar as
the Lessee may be lawfully authorized to so permit,
where any of the Units may be located, without judicial
process if this can be done without breach of the peace
and in accordance with due process cof law, and take
possession of all or any of such Units and thenceforth
hold, possess, sell, operate, lease and enjoy the same
free from any right of the Lessee, or its successors or
assigns, to use the Units for any purposes whatever and
without any duty to account to the Lessee for such

~action or inaction or for any proceeds arising there-

from; but the Lessor shall, nevertheless, have a right
to recover from the Lessee any and all amounts which
under the terms of this Lease may be then due or which
may have accrued to the date of such termination
(computing the rental for any number of days less than

~a full rental period by multiplying the rental for such

full rental period by a fraction of which the numerator
is such number of days and the denominator is the total
number of days in such full rental period) and also to
recover forthwith from the Lessee as damages for loss
of the bargain and not as a penalty whichever of the
following amounts that the Lessor, in its sole discre-
tion, shall specify, (i) a sum, with respect to each
Unit, which represents (w) the excess of the present
value, at the time of such termination, of the entire
unpaid balance of all rental for such Unit which would
otherwise have accrued hereunder from the date of such
termination to the end of the term as to such Units



such present value to be|computed on the basis of

10% per annum discount, Lompounded semiannually from
the respective dates upon which rental would have been
payable hereunder had thlS Lease not been terminated
over the then. present value of the rental which the
Lessor reasonably estimates to be obtainable for each
Unit during such period, | such present value to be the
respective dates upon which rentals would have been
payable hereunder had this Lease not been terminated)
or, if such Unit is soldL the net proceeds of the sale
plus (x) any damages and\expenses, including reasonable
attorneys' fees, in addition thereto which the Lessor
shall have sustained by reason of the breach of any
covenant, representation|or warranty of this Lease
other than for the payment of rental or (ii) the sum of
(y) an amount equal to the excess, if any, of the
Casualty Value as of the|Casualty Payment Date on or
next preceding date of termination over the amount the
Lessor reasonably estimates to be fair market sales
value of such Unit at such time plus (z) any amounts
described in clause (x) above; provided, however, that
in the event the Lessor shall have sold any Unit, the
Lessor, in lieu of collecting any amounts payable by
the Lessee pursuant to the preceding clause (ii) (y)
with respect to such Unlt may demand that the Lessee
pay to the Lessor and the Lessee shall pay to the
Lessor on the date of suth sale, as liquidated damages
for loss of a bargain ang not as a penalty, an amount
equal to the excess, if any, of the Casualty Value for
such Unit as of. the Casualty Payment Date on or next
preceding the date of termination over the net proceeds
of such sale.

In addition, the Lessee shall be liable, except .as
otherwise provided above, for|any and all unpald amounts due
hereunder before, during or after the exercise of any of the
foregoing remedies and for all reasonable attorneys' fees
and other costs and expenses incurred by reason of the
occurrence of any Event of Default or the exercise of the
Lessor's remedies with respecF thereto, including all costs
and expenses incurred in connection with the return of any
Unit.

10.2. Remedies Not|Exclusive, Waiver. The rem-
edies in this Lease provided in favor of the Lessor shall
not be deemed exclusive, but shall be cumulative and may be
exercised concurrently or consecutively, and shall be in
addition to all other remedies in its favor existing at law
or in equity. The Lessee hereby waives any mandatory re-




quirements of law, now or hereafter in effect, which might
limit or modify the remedies herein provided, to the extent
that such waiver is not, at the time in question, prohibited
by law. The Lessee hereby waives any and all existing or
future claims to any offset against the rental payments due
hereunder, and agrees to make such payments regardless of
any offset or claim which may be asserted by the Lessee or
on its behalf. The Lessee hereby waives any and all claims
against the Lessor and the Vendor and their agent or agents
for damages of whatever nature in connection with any
retaking of any Unit pursuant to this § 10.2.

10.3. Failure to Exercise Rights is not Waiver.
No failure by the Lessor to exercise, and no delay by the
Lessor in exercising, any right, power or privilege hereun-
der shall operate as a waiver thereof, nor shall any single
or partial exercise of any right, power or privilege by the
Lessor preclude any other or further exercise thereof, or
the exercise of any other right, power or privilege.

§ 11. RETURN OF UNITS UPON DEFAULT

11.1. Return of Units. If this Lease shall
terminate pursuant to § 10 hereof, the Lessee shall forth-
with deliver possession of the Units to the Lessor. Each
Unit so delivered shall be in the condition required by
§ 7.1 hereof and shall have attached or affixed thereto any
special device considered an accession thereto as provided
in § 9 and shall have removed therefrom at the Lessee's
expense any addition, modification or improvement which, as
provided in § 9, is owned by the Lessee. For the purpose of
delivering possession, the Lessee shall at its own cost,
expense and (a) forthwith and in the usual manner (including
but not by way of limitation, giving prompt telegraphic and
written notice to the Association of American Railroads and
all railroads to which any Units have been interchanged or
which may have possession thereof to return such Unit so
interchanged)} cause such Units to be placed upon such
storage tracks at such site or sites as the Lessor reason-
ably may designate; and (b) permit the Lessor to store such
Units on such tracks at the risk of the Lessee without
charge for insurance, rent or storage until all such Units
have been sold, leased or otherwise disposed of by the
Lessor. ' ,

The assembling, delivery, storage, insurance and
transporting of the Units as hereinbefore provided shall be
at the expense and risk of the Lessee and are of the essence



of this Lease and, upon application to any court of equity
having jurisdiction, the Lessor shall be entitled to a
decree against the Lessee rquiring specific performance of
the covenants of the Lessee so to assemble, deliver and
store the Units. During any étorage period, the Lessee
will, at its own expense, maintain and keep the Equipment in
the condltlon required by § 7|1 hereof and will permit the
Lessor or any person deSLgnated by it, including the au-
thorized representative or representatives of any prospec-
tive purchaser, lessee or user of any such Unit, to inspect
the same. All amounts earned| in respect of the Units after
the date of termination of thlS Lease shall belong to the
Lessor and, if received by the Lessee, shall be held in
trust for the benefit of the Lessor and promptly turned over
to the Lessor. In the event any Unit is not assembled,
delivered and stored, as hereinabove provided, within 30
days after such termination, the Lessee shall, in addition,
pay to the Lessor for each day thereafter an amount equal to
the amount, if any, by which 0.052894% of the Purchase Price
for such Unit for each such day exceeds the actual earnings
received by the Lessor with respect to such Unit for each
such day.

11.2. Lessor Appointed Agent of Lessee. Without

in any way limiting the foregoing obligations of the Lessee

under this § 11, the Lessee hEreby irrevocably appoints the
Lessor as the agent and attorney of the Lessee, with full
power and authority, at any tlime while the Lessee is in
default hereunder and is obligated to deliver possession of
any Unit to the Lessor, to demand and take possession of
such Unit in the name and on behalf of the Lessee from

whomsoever shall be in posse§51on of such Unit at the time.

§ 12. ASSIGNMENT, [POSSESSION AND USE

12.1. A551gpment Consent., This Lease shall be
assignable in whole or in part by the Lessor without the
consent of the Lessee, but the Lessee shall be under no
obligation to any assignee of the Lessor except upon written
notice of ‘such assignment from the Lessor. The Lessee
. hereby consents to the a551gnment of this Lease pursuant to
the Lease Assignment. All the rights of the Lessor hereun-
der shall inure to the benefit of the Lessor's successors
and assigns.

12.2 Lessee's Rights to Use the Units; To Permit
Use Thereof by Others and to|Sublease the Units. So long as
(i) no Event of Default exists hereunder, (ii) the Lessee is




complying with the provisions of the Consent and (iii) the
Vendor is entitled to apply the Payments (as defined in the
Lease Assignment) in accordance with the Lease Assignment,
the Lessee shall be entitled to the possession and use of
the Units in accordance with the terms of this Lease. The
Lessee shall not assign or transfer its leasehold interest
under this Lease in the Units or any of them without the
prior written consent of the Lessor and the Vendor, except
as provided in this § 12.2; and the Lessee shall not part
with possession or control of, or suffer or allow to pass
out of its possession or control, any of the Units without
the prior written consent of the Lessor and the Vendor,
except as provided in this § 12.2., Without the prior written
consent of the Lessor and the Vendor, the Lessee may
sublease (which sublease shall be expressly subject and
subordinate to the rights and remedies of the Lessor and the
Vendor hereunder and under the CSA) the Units to, or permit
their use by, any person controlling, controlled by, or
under common control with the Lessee or a user incorporated
in the United States of America (or any State thereof or the
District of Columbia) upon lines of a railroad company or
companies incorporated in the United States of America (or
any State thereof or the District of Columbia) or over which
the Lessee, such user, or such railroad company or companies
have trackage rights or rights for operation of their trains
and upon the lines of railroad of connecting and other
carriers in the usual interchange of traffic or in through
or run-~through service, but only upon and subject to all the
terms and. conditions of this Lease; provided, however, that
the Vendor's and the Lessor's prior written consent, not to
be unreascnably withheld, must be obtained for any sublease
(other than to an entity controlling, controlled by, or
under common control with, the Lessee) that is for a term
longer than one year or is renewable for a term more than
one year; provided further, however, that the Lessee shall
not sublease or permit the sublease or use of any Unit to
service involving operation or maintenance outside the
United States of America or use or permit the use of any
Unit for purposes other than the transport of coal without
the consent of the Lessor; and provided further, however,
that any such sublease or use shall be consistent with the
provisions of the Indemnity Agreement and not result in any
adverse income tax consequences to the Lessor. The Lessee
may not assign any of its rights or obligations hereunder to
any person, firm or entity without the Vendor's and the
Lessor's prior written consent except to a person, firm or
entity acquiring substantially all of the Lessee's assets or
merging or consolidating with the Lessee, provided that the
net worth of the person, firm or entity incorporated in the




United States of America (or in any state thereof or the
District of Columbia) and acquiring such assets or surviving
such merger or consolidation is at least equal to the net
worth of the Lessee 1mmed1ately prior to such-acquisition,
merger or consolidation and prov1ded further, that no Event
of Default hereunder shall ex1st immediately after completion
of such acquisition, merger or consolidation. No such
assignment or sublease shall relleve the Lessee of its
obligations hereunder which shall be and remain those of a
principal and not a surety. The Lessee shall not use, or
permit any other person to use, the Equipment .in a manner
inconsistent with the purposes for which it was designed.
12.3. Discharge of|Liens. The Lessee, at its own
expense, will promptly pay or|discharge any and all sums
. claimed by any party which, if unpaid, might become a lien,
charge, security interest or other encumbrance (other than
Lessor Liens and other than encumbrances created by the
Vendor or resulting from clalms against the Vendor not
related to the ownership of the Units) upon or with respect
to any Unit or the interest of the Lessor, the Vendor or the
Lessee therein, and will promptly discharge any such llen,
claim, security interest or other encumbrance which arises.

§ 13. RENEWAL OPTIO PURCHASE OPTION

NS,

13.1. Renewal Options. Provided that this Lease
has not been earlier termlnated and no Event of Default or
event which with lapse of tlme and/or demand provided for
herein could constitute an Event of Default shall have
occurred and be continuing, the Lessee may by written notice
delivered to the Lessor not less than 180 days prior to the
end of the original term- or any extended term of this Lease,
as the case may be, elect to extend the term of this Lease
in respect of all or not fewer than 244 of the Units then
covered by this Lease, for anradditional one-year period
commencing on the scheduled expiration of the original term
or extended term of this Lease, as the case may be, at a
Fair Market Rental (as defined below) payable in semiannual
payments in arrears during such extended term; provided,
however, that no option to extend the term of this Lease may
be exercised by the Lessee under this § 13.1 more than seven
times.

13.2. Purchase Option. Provided that this Lease
has not been earlier terminated and no Event of Default or

event which with lapse of tim
herein could constitute an Ev

e and/or demand provided for
ent of Default shall have




occurred and be continuing, at the end of the original or
any extended term of this Lease the Lessee may by written
notice delivered to the Lessor not less than 180 days prior
to the end of such term of this Lease, elect to purchase all
or not fewer than 244 of the Units then covered by this
Lease for the then "Fair Market Purchase Price" thereof.

13.3. Fair Market Rental and Fair Market Purchase
Price. Fair Market Rental and Fair Market Purchase Price

shall be determined on the basis of, and shall be equal in

amount to, the cash rental for a one-year period or the
purchase price, as the case may be, which would obtain in an
arm's~length transaction between an informed and willing
lessee or purchaser and an informed and willing lessor or

seller, as the case may be, under no compulsion to lease or

sell and, in such determination, costs of removal from the
location of current use shall not be a deduction from such
rental or purchase price and it shall be assumed that all of
the Units for which such determination is being made have
been collected in one place and have been maintained in full
compliance with all of the provisions of § 7.1 hereof. 1If,
after 10 days from the giving of notice by the Lessee of the
Lessee's election to extend the term of this Lease or to
exercise its purchase option, the Lessor and the Lessee are
unable to agree upon a determination of the Fair Market
Rental or Fair Market Purchase Price of the Units, such

" rental or purchase price shall be determined in accordance

with the foregoing definition by the following procedure:
If either party to such determination shall have given
written notice to the other requesting determination of such
rental or purchase price by this appraisal procedure, the
parties shall consult for the purpose of appointing a
qualified independent appraiser by mutual agreement. If no
such appraiser is so appointed within 5 days after such
notice is given, each party shall appoint an independent
appraiser within 10 days after such notice is given, and the
two appraisers so appointed shall within 20 days after such
notice is given appoint a third independent appraiser. If
no such third appraiser is appointed within 20 days after
such notice is given, either party may request the American
Arbitration Association to make such appointment, and both
parties shall be bound by any appointment so made. Any
appraiser or appraisers appointed pursuant to the foregoing
procedure shall be instructed to determine the Fair Market
Rental (and, in the case of each renewal period, the Fair
Market Purchase Price at the beginning of such renewal
period) of the Units subject to the proposed extended term,
or the Fair Market Purchase Price, as the case may be,
within 30 days after his or their appointment. If the



parties shall have appointed a single appraiser or if either
party shall have failed to appoint an appraiser, the deter-
mination of Fair Market Rental or Fair Market Purchase
Price, as the case may be, of| the single appraiser appointed
shall be final. If three appraisers shall be appointed, the
determination of the appraise& which differs most from that
of the other two appraisers shall be excluded, the remaining
two determinations shall be averaged and such latter average
shall be final and binding uﬂon the parties hereto as the
Fair Market Rental or Fair M|rket Purchase Price, as the
case may be. The appraisal groceedings shall be conducted
in accordance with the Commercial Arbitration Rules of the
American Arbitration Association as in effect on the date
hereof, except as modified héreby The provision for this
appralsal procedure shall be ithe exclusive means of deter-
mining Fair Market Rental or Fair Market Purchase Price, as
the case may be, and shall be in lieu of any judicial or
other procedure for the determlnatlon thereof, and each
party hereto hereby consents ‘and agrees not to assert any
judicial or other proceduresj The Lessee shall bear all
appraisal procedure expensesJ

Upon payment of the purchase price of any Unit,
pursuant to an election by the Lessee to purchase the Units,
the Lessor shall upon request of the Lessee execute and
deliver to the Lessee, or to'the Lessee's assignee or
nominee, a bill of sale (without representations or
warranties) for such Unit such as will transfer to the
Lessee such title to such Unit as the Lessor derived from
the Vendor, free and clear of all Lessor Liens. "Lessor
Liens" shall mean all liens,!security interests and
encumbrances created by or arlslng through the Lessor, and
not related to the transactions contemplated hereby or by
the Participation Agreement, \other than liens, security
interests and encumbrances which the Lessee is obligated to
pay or discharge under or pufsuant to this Lease or

Participation Agreement. |
|
|

§ 14. RETURN OF UNITS ﬁPON EXPIRATION OF TERM
_ As soon as practicable on or after the expiration
of the original or any extended term of this Lease with
respect to any Unit or on or!after a Termination of this
Lease pursuant to § 7.9 hereof, the Lessee will, at its own
cost and expense, at the request of the Lessor, deliver
possession of such Unit to the Lessor upon such storage
tracks at such site or sites| (not exceeding three sites)
within a 750-mile radius of Superlor, Wisconsin, or Decker,
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Montana, as the Lessor may designate, or, in the absence of
such designation, as the Lessee may select, and permit the
Lessor to store such Unit on such tracks for a period not
exceeding 180 days following notification to the Lessor by
the Lessee that all the Units have been so assembled and
delivered for storage, all as directed by the Lessor, the
movement and storage of such Units to be at the expense and
risk of the Lessee (including the insurance required by

§ 7.8 hereof); and in the event that any Unit shall suffer a
Casualty Occurrence during such storage period, the Lessee
shall pay-the Lessor the Casualty Value thereof as provided
in § 7.4 hereof. During any such storage period the Lessee
will permit the Lessor or any person designated by it,
including the authorized representatives of any prospective
purchaser, lessee or user of such Unit, to inspect the same;
provided, however, that the Lessee shall not be liable,
except in the case of negligence or strict liability of the
'Lessee or of its employees or agents, for any injury to, or
the death of, any person exercising, on behalf of either the
Lessor any prospective purchaser, lessee or user, such
rights of inspection. Each Unit returned to the Lessor
pursuant to this § 14 shall be in the condition required by
the maintenance provisions of § 7 hereof and shall have
attached or affixed thereto any special device considered an
accession thereto as provided in § 9 and shall have removed
therefrom at the Lessee's expense any addition, modification
or improvement which, as provided in § 9, is owned by the
Lessee. The assembling, delivery, storage and transporting
of the Units as hereinbefore provided are of the essence of
this Lease, and, upon application to any court of equity
having jurisdiction in the premises, the Lessor shall be
entitled to a decree against the Lessee requiring specific
performance therecof. During any storage period, the Lessee
will, at its own expense, maintain and keep the Units in the
condition in which Lessee normally maintains similar equip-
ment while in a similar storage state and will permit the
Lessor or any person designated by it, including the .
authorized representatives of any prospective purchaser,
lessee or user of any such Unit, to inspect the same. In
the event any Unit is not assembled, delivered and stored,
as hereinabove provided, within 30 days after such termina-
tion, the Lessee shall pay to the Lessor for each day from
the date of such termination during which such Unit is being
used by or with the consent of the Lessee an amount equal to
the amount, if any, by which .026447% of the Purchase Price
of such Unit for each such day exceeds the actual earnings
received by the Lessor with respect to such Unit for each
such day. :




§ 15. RECORDING

The Lessee, at its own expense, will cause this
Lease, the CSA and any assignment hereof or thereof to be
filed in accordance with 49 U|S C. § 11303 The Lessee will
undertake the filing, reglsterlng, deposit, and recording
required of the Lessor under the CSA and will from time to
time do and perform any other|act and will execute,
acknowledge, deliver, file, register, record (and will
refile, reregister, deposit and redeposit or rerecord
whenever required) any and all further instruments required
by law or reasonably requested by the Lessor or the Vendor
for the purpose of. proper protection, to their satisfaction,
of the Vendor's and the Lessor's respective rights in the
Units, or for the purpose of carrying out the intention of
this Lease, the CSA and the assignments thereof to the
Vendor; and the Lessee will p&omptly furnish to the Vendor
and the Lessor evidence of alll such filing, registering,
depositing, recording and othler acts which may be required
under this § 15, and an opinion or opinions of counsel for
the Lessee with respect thereto satisfactory to the Vendor
and the Lessor. This Lease and the CSA, and the assignments
thereof, shall be filed with the‘Interstate Commerce Commis-
sion prior to the delivery and acceptance hereunder of any
Unit. '

§ 16. INTEREST ON OVERDUE RENTALS

Anything to the contrary herein contained notwith-
standing, any nonpayment of rentals and other obligations
due hereunder shall result 1n the obligation on the part of
the Lessee promptly to pay, to the extent legally enforce-
able, an amount on the overdue rentals and other obligations
for the period of time durlng which they are overdue at a
rate per annum equal to 12. 67% in the case of amounts
a551gned and payable to the Agent and at the Prime Rate plus
1% in the case of amounts pajable to the -Vendee, or such
lesser amount as may be legally enforceable. Interest shall
be determined on the basis of a 360- ~-day year for the actual
number of days elapsed. For|the purposes hereof, the
"Prime Rate" shall mean the prime commercial lending rate of
The Bank of New York as publicly announced to be in effect
from time to time,




§ 17. NOTICES

Any notice required or permitted hereunder shall
be deemed to have been received by the addressee on the date
of actual receipt (if such date is a business day, otherwise
on the next business day), if transmitted by mail, telex,
telecopy or similar transmission, or by hand, addressed as
follows: : :

{({a) 1if to the Lessor, at 48 Wall Street, New York,
N.Y. 10015, Attention of Equipment Leasing Group; and

(b) if to the Léssee, at 2000 Second Avenue,
Detroit, Michigan 48226, Attention of Secretary

or addressed to either party at such other address as such
party shall hereafter furnish to the other party in writing.
Copies of each such notice shall be given to the Vendor at
P.O. Box 2258 (2 Hopkins Plaza, if by hand), Baltimore,
Maryland 21203, Attention of Corporate Trust Department.

SECTION 18. LESSOR'S RIGHT TO PERFORM FOR LESSEE

If the Lessee fails to perform any of its
agreements contained herein, the Lessor may upon notice to
the Lessee perform such agreement, and the amount of the
reasonable cost and expenses of the Lessor incurred in
connection with such performance, together with interest on
such amount at the rate of 12.67% per annum shall be payable
by the Lessee upon demand, except as otherwise provided in
this Lease. No such performance or compliance by the Lessor
shall be deemed a waiver of the rights and remedies of the
Lessor or any assignee of the Lessor against the Lessee
hereunder, including, without limitation, the right of the
Vendor to terminate this Lease pursuant to Article 15 of the
C8a and the Lease Assignment, and no such performance or
compliance by the Lessor shall be deemed to cure an Event of
Default hereunder for purposes of Article 15 of the CSA
except as otherwise provided in Section 15(f) of the CSA.

§ 19. SEVERABILITY; EFFECT AND MODIFICATION'
OF LEASE

Any provision of this lease which is prohibited or
unenforceable in any jurisdiction shall be, as to such
jurisdiction, ineffective to the extent of such prohibition
or unenforceability without invalidating the remaining



provisions hereof,
ability in any jurisdiction s
unenforceable such provision

Except for the Part

and any such prohibition or unenforce-

Pall not invalidate or render
in any other jurisdiction.

1c1patlon Agreement, the

Indemnity Agreement and the CSA this Lease exclusively and

completely states the rights

with respect to the leasing o
oral or wriltten, with respect thereto.

other agreements,

bf the Lessor and the Lessee
E the Units and supersedes all
No

variation or modification of |this Lease and no waiver of any
of its provisions or conditions shall be valid unless in

writing and signed by duly au
Lessor and the Lessee.

§ 20. EX

thorized signatories for the

ECUTION

This Lease may be executed in several counter-

~parts, such counterparts toge
the same instrument, but the
Vendor shall be deemed to be
counterparts shall be deemed
for convenience this Lease 1is
forth above, the actual date
the parties hereto is or are

ther constituting but one and
counterpart -delivered to the
the original and all other
duplicates thereof. Although
dated as of the date first set
or dates of execution hereof by
respectively, the date or

dates stated in the acknowledgment hereto annexed.

§ 21. LAW

GOVERNING

The terms of this ]

tions hereunder shall be gove
of New York; provided, howeve

Lease and all rights and obliga-

rned by the laws of the State
r, that the parties shall be

entitled to all rights conferred by 49 U.S.C.

§ 11303 and

such additional rights arlslng out of the filing or hereof,

if any, and of any a551gnment

hereof as shall be conferred

by the law of the several jurisdictions in which this Lease

or any assignment hereof shal

1l be filed. This Agreement 1is

being .delivered in the City and State of New York and shall

be effective when one or mor

e counterparts which together

have been executed by both parties shall be delivered to

Cravath, Swaine & Moore in the City of New York.

parties hereto hereby irrevqc
tion of any federal or state

State of New York in respect

The

ably consent to the jurisdic-
court sitting in the City and
of any claim or dispute arising

hereunder (except as to which arbitration is provided for in

,§ 7 hereof).




IN WITNESS WHEREOF, the parties hereto have
executed or caused this instrument to be executed as of the
date first above written.

THE DETROIT EDISON COMPANY,

by

Title:
[Corporate Seal]

Attest:

Assistant Secretary

THE BANK OF NEW YORK,




—
STATE OF MICHIGAN, )
Ss.:
COUNTY OF WAYNE )
On this day of October 1985, before me
personally appeared , to me personally

known, who, being by me duly |sworn, says that he/she is

of THE DETROIT EDISON COMPANY,
that one of the seals affixed to the foregoing instrument is
the corporate seal of said cdrporatlon, and that said
instrument was signed and sealed on behalf of said corpora-
tion by authority of its Board of Directors, and he acknowl-
edged that the execution of the foregoing instrument was the
free act and deed of said corporatlon.

Notary Public

[Notarial Seall
My Commission Expires

STATE OF NEW YORK, )
) ss.:
COUNTY OF NEW YORK )

on this ‘' {¥h day of October 1985, before me
personally appeared Debeorat Qerk.ﬂxs , to me personally
known, who, being by me duly|sworn, says that he/she is

e Efes (Xendt of The Bank of New York, that said

instrument was ‘signed on behalf of said corporation by
authority of its Board of Dlrectors, and he/she acknowledged
that the execution of the fore901ng instrument was the free
act and deed of said corporatlon.

Lot A Leonay

Notary ‘Public }

[Notarial Seal]
My Commission Expires
KATHLEEN A. COONEY
Notary Public, State of New York
No. 43-4817439

Qualified in Richmond County
Comniission Expires March 30, 1986
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Rental
Payment Dates

1/2/87
7/2/87
1/2/88
7/2/88
1/2/89
7/2/89
1/2/90
7/2/90
1/2/91
7/2/91
1/2/92
7/2/92
1/2/93
7/2/93
1/2/94
7/2/94
1/2/95
7/2/95
1/2/96
7/2/96
172797
7/2/97
1/2/98
7/2/98
1/2/99
7/2/99
1/2/00
7/2/00
1/2/01
7/2/01
1/2/02
7/2/02

- RENTALS

SCHEDULE B TO LEASE

Percentage of
Purchase Price

3.2082143
5.2548105
3.0887954
5.3742294
2.9554403
5.5075844
2.8065227"°
5.656502%/
2.6402264
5.8227983
2.5000710
5.9629537
2.3698942
6.0931332
2.2379703
8.1057266
2.0202552
8.3234417
1.8258758
8.5178210
1.6267800
8.7169169
1.4217260
8.9219709
1.0978916
9.2458052
0.6224609
9.7212360
0.0915474
10.2521495
0.0000000
10.3436969

152.3344479.




SCHEDULE C TO LEASE

Table 1
Casualty Values and
Termination Values
Rental : As A Percentage of
Payment Dates Purchase Price*
1/2/87 94.5652
7/2/87 94,3705
1/2/88 ' 95,8991
7/2/88 94,8497
1/2/89 95,7565
7/2/89 93.8036
1/2/90 94.0591
7/2/90 91.2827
1/2/91 91.3569
7/2/91 88.2696
1/2/92 88.3584
7/2/92 85.0278
1/2/93 o 85.1299
7/2/93 81.5610
1/2/9%4 81.6774
7/2/94 75.9983
1/2/95 76.1446
7/2/95 - 70,0957
1/2/96 70.2606
7/2/96 ' 63.8535
1/2/97 64.0383
7/2/97 . 57.2645
1/2/98 57.4713
7/2/98 50.3208
1/2/99 50.6928
7/2/99 43.0834
1/2/00 43.8168
7/2/00 : 35,6463
1/2/01 36.8042
7/2/01 ’ 28.0319
1/2/02 29.0222
7/2/02 : 20.0000



the Investment Tax Credit.

Table 2

The percentages set forth in Table 1 of this
Schedule C have been computed without regard to recapture of

Consequently, the Casualty Value

of any Unit suffering a Casualty Occurrence on or before
December 31, 1990, shall be increased by the applicable
percentage of the Purchase Price set forth below:

Date

Oon
On
On
On
On

or prior
or prior
or prior
or prior
or prior

to 12/31/86
to 12/31/87
to 12/31/88
to 12/31/89
to 12/31/90

Percentage of
Purchase Price

16.8121
13.4497
10.0873
6.7249
3.3624
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SCHEDULE D TO LEASE

Certificate of Acceptance

To: The Bank of New York
Mercantile~Safe Deposit and Trust Company
Greenville Steel Car Company

I, the duly authorized representative for
GREENVILLE STEEL CAR COMPANY and THE DETROIT EDISON COMPANY
{the "Lessee") under the Conditional Sale Agreement and the
Lease of Railroad Equipment, both dated as of October 1,
1985, respectively, do hereby certify that I inspected or
have caused to be inspected and have accepted delivery
thereunder of the following Units of Equipment:

TYPE OF EQUIPMENT:
DATE ACCEPTED:
NUMBER OF UNITS
NUMBERED:

I do hereby certify that the foregoing Units are
in good order and condition, and appear to conform to the
specifications, requirements and standards applicable
thereto as provided in Article 2 of the aforesaid Condi-
tional Sale Agreement. I do further certify that each of
the foregoing Units has been marked by means of a stencil
printed in contrasting colors upon each side of each such

Unit in letters not less than one inch in height as follows:

"Ownership subject to a Security Agreement filed
with the Interstate Commerce Commission."

The execution of this Certificate will in no way
relieve or decrease the responsibility of the Builder named
below for any warranties it has made with respect to the
Equipment,

BUILDER:
Greenville Steel Car Company

Authorized Representative of
Vendee and Lessee

©
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Rental

Payment Dates

Casualty Values

SCHEDULE C TO LEASE

Termination Values

as a ﬁercentage of as a Percentage of

Purchase Price

Purchase Price

1/2/87
7/2/87
1/2/88
7/2/88
1/2/89
- 7/2/89
1/2/90
7/2/90
1/2/91
7/2/91
1/2/92
7/2/92
1/2/93
7/2/93
1/2/94
7/2/94
1/2/95
7/2/95
1/2/96
7/2/96
1/2/97
7/2/97
1/2/98
7/2/98
1/2/99
7/2/99
1/2/00
7/2/00
1/2/01
7/2/01
1/2/02
7/2/02

[TO BE SUPPLIED AT

A LATER DATE]




