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Chicago and North Western Transportationh Company

Reconstruction and Conditional Sale Financing
14~-1/2% Conditional Sale Indebtedness Due January 1, 1994

Dear Ms. Mergenovich:

Pursuant to 49 U.S.C. § 11303 and the Commission's
rules and regulations thereunder, enclosed for filing and
recordation on behalf of Chicago and North Western Trans- L
portation Company are counterparts of the following: , \

(1) Reconstruction and Conditional Sale Agree-
ment dated as of December 15, 1980, between Mercantile-
Safe Deposit and Trust Company, as Agent, Chicago and
North Western Transportation Company and The Connecticut
Bank and Trust Company, as Trustee;

(2) Transfer Agreement dated as of December 15,
1980, between The Connecticut Bank and Trust Company,
as Trustee, and Mercantile~Safe Deposit and Trust
Company, as Agent; ¢

(3) (a) Lease of Railroad Equipment dated as oﬁmh
December 15, 1980, between Chicago and North WesterwW
Transportation Company and The Connecticut Bank and
Trust Company, as Trustee; - i




.....

.......

(b) Assignment of Lease and Agreement dated
as of December 15, 1980, between The Connecticut Bank
and Trust Company, as Trustee, and Mercantile-Safe
Deposit and Trust Company, as Agent; and

(4) Hulk Purchase Agreement dated as of Decem-
ber 15, 1980, between The Connecticut Bank and Trust
Company, as Trustee, and Chicago and North Western
Transportation Company.

The addresses of the parties to the above

documents are:

Vendee-Lessor-Buyer:

The Connecticut Bank and Trust Company
One Constitution Plaza

Hartford, Connecticut 06115
Builder~Lessee~Seller:

Chicago and North Western Transportation Company
400 West Madison Street

Chicago, Illinois 60606

Vendor—Agent:

Mercantile-Safe Deposit and Trust Company
Two Hopkins Plaza

Baltimore, Maryland 21203

Please file and record the above documents and

index them under the names of the Vendee~Lessor-Buyer,
the Builder-Lessee-Seller and the Vendor-Agent.

The equipment covered by the above document is

listed in Schedule A of the Reconstruction and Conditional
Sale Agreement.



Enclosed also is our check in the amount of
$200 for the required recordation fee. Please stamp
all copies of the enclosed documents with your recorda-
tion number, retain one copy of each for your files and
return the remaining copies to me.

Thank you for your assistance.

Sincerely,

Jeff M. Steln
As Agent for Chicago and North
Western Transportation Company

Ms. Agatha Mergenovich,
Interstate Commerce Commission,
Washington, D. C. 20423
Encls.
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Dear g4y,

The enclosed.document(s) was recdrded pursuant to the provi-
sions of Section 11303..0of the Interstate Commerce Act,49 U.S.C.

11303, on: at , and ~ assigned re-

“1/12/81 3:20pm |
recordation number (s)-  45756,12786-A,12756-B, 12756-C & 12756-D
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[CS&M Ref. 2044-073]

RECONSTRUCTION AND CONDITIONAL SALE
AGREEMENT

Dated as of December 15, 1980
Among

MERCANTILE-SAFE DEPOSIT AND TRUST COMPANY,
not in its individual capacity but
solely as Agent,

CHICAGO AND NORTH WESTERN TRANSPORTATION COMPANY,
Builder,

and

THE CONNECTICUT BANK AND TRUST COMPANY,
not in its individual capacity but
scolely as Trustee.

T
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[Covering 30 Reconstructed Locomotives]
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RECONSTRUCTION AND CONDITIONAL SALE
AGREEMENT dated as of December 15, 1980,
among MERCANTILE~-SAFE DEPOSIT AND TRUST
COMPANY, a Maryland banking corporation, not
in its individual capacity but solely as
Agent (the "Vendor") under a Participation
Agreement dated as of the date hereof (the
"Participation Agreement"), CHICAGO AND
NORTH WESTERN TRANSPORTATION COMPANY, a
Delaware corporation (the "Builder"), and
THE CONNECTICUT BANK AND TRUST COMPANY, a
Connecticut banking corporation, not in its
individual capacity but solely as trustee
(the "Vendee") under a Trust Agreement dated
as of the date hereof (the "Trust Agree~-
ment") with IPCC CAPITAL CORP. (the "Owner").

_ The Vendee proposes to acquire all right, title
and interest in certain railrocad equipment (the "Hulks")
from the Builder and North Western Leasing Company
{"Leasing"), pursuant to a Hulk Purchase Agreement (the
"Hulk Purchase Agreement”) in substantially the form of
Exhibit D hereto. The Vendee will subject the Hulks to
security title in favor of the Vendor pursuant to a Transfer
Agreement (the "Transfer Agreement”) in substantially the
form of Exhibit A hereto. The Vendor will cause the Hulks to
be delivered to the Builder, who will cause the Hulks to be
reconstructed, for the account of the Vendor, the Vendee
and the Owner, into equipment (the "Equipment") in accor-
dance with specifications of the Owner as described in
Schedule A hereto. The Vendor will sell security title in
the Equipment upon completion of reconstruction to the
Vendee, reserving a security interest therein. Beneficial
ownership of the Hulks and the Equipment shall at all times
be in the Vendee on behalf of the Owner, and nothing in
this Agreement (except as provided in Article 15 hereof)
shall be construed so as to deprive the Vendee and the
-Owner of such ownership.

The Vendee and the Builder are entering into a

Lease of Railroad Equipment (the "Lease") in substan-
tially the form of Exhibit B hereto, pursuant to which the
Vendee is leasing the Equipment to the Builder, as lessee,
subject to this Agreement, and the Vendee is assigning for
security purposes certain of its rights under the Lease to
the Vendor pursuant to an Assignment of Lease and Agreement
(the "Lease Assignment") in substantially the form of

R-1
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Exhibit C hereto. The rights acquired by khe Vendor
pursuant to this Agreement are acqu1red for the benefit of

certain investors (the "Investors") in accordance with the
Participation Agreement.

|
In cons1derat10n of the agreements herelnafter
set forth, the partlee hereto agree as follows:

\
b
|
|

k
" ARTICLE 1

Reconstruction and Sale :
i |

The Vendee will deliver the Hulks to the Builder
immediately after sale' thereof under the Hulk Purchase
Agreement. Pursuant to this Agreement, on|behalf of the
Vendor, the Builder will |{then cause the Hulks to be recon-
structed into the Equlpment as described 1n Schedule A hereto
and will deliver the Equrpment, on behalf of the Vendor, to
the Vendee. The Vendee m1ll accept dellvery of and pay for
the Equipment as herelnafter provided. Each unit of Equip-
ment shall be standard—gauge railroad equ1pment reconstructed
in accordance with the! specifications of the Owner delivered
to the Builder prior to the commencement of reconstruction of
any Hulk and in accordance with such modifications thereof as
may be agreed upon in wrltlng by the partlés hereto (such
specifications and any modifications are by reference made a
part of this Agreement asj fully as though expressly set forth
herein and are called the "Spec1f1cat10ns"i The Builder
warrants to the Vendor and the Vendee that 'the design,
qguality and component parts of, the Equipment will conform, on
the date of delivery of each thereof, to all United States
Department of Transportatlon and InterstatelCommerce Commis-
sion requirements and spe01f1catlons and t0|all standards
recommended by the Assoc1at10n of American Railroads reason-
ably interpreted as belng{appllcable to railroad equipment of
the character of the Equlpment as of the date of such deliv-
ery. :

ARTICLE 2

-

Inspection and Delivery

2.01. Delivery of Units. The Builder will
deliver the units of Equlpment, on behalf of the Vendor,
- to the Vendee at such place or places w1th1n the United

R-2




States of America designated from time to time by the

Builder on or prior to December 15, 1981, freight charges,

if any, prepaid. The Builder agrees not to accept any Hulk
on behalf of the Vendee under the Hulk Purchase Agreement

or to commence any reconstruction of any Hulk if (A) the
Builder does not reasonably anticipate that it is econom-
ically feasible to reconstruct such Hulk or that such Hulk
will be fully reconstructed within 90 days following such
commencement of reconstruction, and in any event on or

before December 15, 1981; (B) the Builder has received writ-
ten notice from the Vendee or the Vendor (a) of the occur-
rence of any event of default (as defined in Article 14
hereof) or any event (including the commencement of any
proceeding or the filing of any petition of the nature:
specified in subparagraphs (c) and (d) of Section 14.01
hereof) which with lapse of time, failure to take affirma-
tive action and/or demand could constitute an event of
default hereunder, (b) that any of the conditions contained
in Paragraph 7 or 8 of the Participation Agreement have not
-been met or waived; (c} that there are not expected to be on
the scheduled Closing Date sufficient Available Investors'
Funds (as defined in Article 3 hereof) to settle for such
Hulk in accordance with Article 3 hereof; or (d) that the
Vendee is no longer obligated under the terms of the Hulk
Purchase Agreement to accept delivery of and to pay for any
additional Hulks thereunder for any of the reasons therein
provided; (C) the Purchase Price (as defined in Article 3
hereof) of such Hulk when reconstructed, when added to the
aggregate Purchase Price of all other Hulks when reconstructed
which previously have been validly accepted under the Hulk
Purchase Agreement, would cause the aggregate Purchase Price
to exceed the Maximum Purchase Price (as defined in Article 3
hereof); or (D) after there has been any material adverse
change in the consolidated financial condition of the Builder
as set forth in its audited balance sheet as of December 31,
1979, and the related consolidated statements of income,
changes in financial position and retained earnings for the
year then ended, or in the business or operatlons of the
Lessee since December 31, 1979.

2.02. Force Majeure. The Builder's obligations
as to time of delivery pursuant to Section 2.01 hereof
shall be subject to delays resulting from any and all
causes beyond the Builder's reasonable control, including
but not limited to acts of God, acts of government such as
embargoes, priorities and allocations, war or war condi-
tions, riot or civil commotion, sabotage, strikes or other
labor conditions, accidents, fires, floods, explosions,
damage to plant equipment or facilities, epidemics, gquaran-
tine restrictions, delays or defaults of subcontractors,
failure to receive necessary materials or supplies or
inability to obtain fuel, light or power; provided,

R-3



however, that if the Buil
previously specified on o
regardless of any events
constitute force majeure,
and remedies of the partﬂ
Purchase Agreement with r
Hulks (as therein deflned

2.03. Inspecti

|
|
: l

der shall not dellver any Unit as
r prlor to December 15, 1981,
which might otherw1se be deemed to
and;without 11m1t1ng the rights
es hereto, Section 2 of the Hulk
espect to the sale of Noncompleted
} shall apply. |
|

on. During reconstruction,

including without 11m1tat

ion all phases of | fabrication and

assembly, the Hulks and all work thereon shall be subject

to inspection and approval by 'the Vendee.

|The Builder

shall grant to the authorlzed inspectors of the Vendee

access to all portions, of
reconstructed; prov1ded,

its plants wherelﬂulks are being
however, that the Vendee will

indemnify and hold the Bu
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ard quality control practices.

Upon completion of each unit or of a number of units of

Equipment, such unit or u
~authorized inspector of t
place specified for delive

n1tsssha11 be presented to an
he Vendee for 1nspect10n at the
ery of such unit or units, and

if each such unit conforms to ‘the Spec1f1cat10ns, require-

ments and standards app11
inspector shall execute a
certificate of acceptance
stating that such unit or
accepted on behalf of the{
dance with Article 8 here
Builder shall not thereby,
set forth in Article 12 h

ARTICLE 3

Purchase Pr

cable thereto, such authorized

nd deliver to the|Bu1lder a

(the "Certificate of Acceptance")
units have been ﬂnspected and
Vendee and are marked in accor-
of; provided, however, that the
be relleved of 1ts warranties
ereof.,

ice and Payment

3.01. Hulk Pur

. | ,
chase Price, Reconstruction Cost

and Purchase Price. The

mated base construction ¢
set forth in Schedule A h
Cost" as used herein shal
cost per unit set forth i
or decreased by agreement
Vendee, but the aggregate
aggregate Hulk Purchase P
Price") shall in no event
chase Price and the actua

Qulk Purchase Pr1ce and the esti-
ost per unit of the Equipment are
ereto. The term "Reconstruction

1 mean the base reconstruction
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Reconstruction Cost and the

rice (the aggregate "Purchase
lexceed the aggregate Hulk Pur-
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reconstruction work plus a reasonable overhead and profit
factor. Subject to the terms of the Participation Agree- '
ment the Vendee shall be unconditionally obligated to

pay the Purchase Price of each unit of Equipment validly
delivered, accepted and reconstructed in accordance with
the terms of this Agreement. For purposes of this Agree-
ment, the term "Maximum Purchase Price" shall mean
$10,500,000. -

3.02. Closing Dates. For the purpose of settle-
ment therefor, the Equipment shall be divided into not more
than seven groups (the "Groups") of units unless the Vendee
and the Builder shall otherwise agree. The parties hereto
agree to use best efforts to comply with the schedule of
closing dates set forth in Schedule B hereto; provided,
however, that the Vendee and the Builder may agree on such
other dates as occur before December 31, 1981 (the "Cut-Off
Date") (each such date is called a "Closing Date"). The
Group for which settlement shall be made on any Closing
Date shall consist of such units of Equipment with respect
to which the Builder shall have presented to the Vendee an
invoice for the Reconstruction Cost (addressed to the
Vendor and approved as to price by the Vendee) not less
than five business days prior to such Closing Date. - The
Builder shall give to the Vendee and the Vendor 10 days'
prior -written notice of any Closing Date. The term
"husiness day" as used herein means any calendar day,
excluding Saturdays, Sundays and any other day on which
banking institutions in Baltimore, Maryland; Hartford,
Connecticut; New York, New York; or Chicago, Illinois; are
authorized or obligated to remain closed. If any Closing
Date is not a business day, payment shall be made on the
next succeeding business day. ~

3.03. Payment to Vendor. The Vendee hereby
acknowledges itself to be indebted to the Vendor in the
amount of the aggregate Purchase Price of each Group of
the Egquipment and hereby promises to pay the same {and the
Builder and Leasing are hereby constituted third-party
beneficiaries of such obligation) in immediately available
funds to the Vendor at such place as the Vendor may desig-
nate, as follows: :

(a) in 24 semiannual installments, as hereinafter
provided, an amount (the "CSA Indebtedness") equal to
the lesser of (y) 75.2771% of the aggregate Purchase
Price of the units of the Equipment in such Group as
set forth in the invoice or invoices therefor (the
"Invoiced Purchase Prices") or (z) the Available
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Investors' Funds as defined in Section{3.08 hereof;
and ' ‘

(b) on the Closing Date with respect to such
Group, an amount (the "Down -Payment") equal to the
aggregate Purchase Price of the units of Equipment in
such Group, less (y)| the amount payable pursuant to
subsection (a) of this Section; provided, however,
that the Vendee shall not' be requ1red|to make such
payment until there shall have been dellvered to the
Vendor on or prior to such date the documents required
to be delivered ther%to pursuant to Sectlon 3.08
hereof. i

!
i
l

‘3.04. CSA Indebtedness. The 1nstallments of the

CSA Indebtedness shall: be| payable in 24 consecutlve semi-
annual installments on;January 1 and July 1 in each year,
commencing July 1, 1982, |to and including January 1, 1994,
or, if any such date is not a business day, on the next

succeeding business day (leach such date 1s,called a "Pay-
ment Date"). The unpaid lbalance of the csa Indebtedness

shall bear interest from the Closing Date upon which such
CSA Indebtedness was 1ncurred rat the rate of 14-1/2% per
annum, and such interest {[shall be payable, |to the extent

accrued, on July 1, 1981, and .January 1, 1982, and there-

after on January 1 and’Ju
ing January 1, 1994, The
amounts of interest payab
calculated to be substant

ly 1 in each year, to and includ-
installments of pr1nc1pal and

le on each Payment Date shall be
ially in proportlon to the amount

and allocation of pr1nc1pa1 and interest set forth in
Schedule C hereto and the aggregate of such installments
of principal will completely amortize the CSA Indebtedness.
Promptly following the earller of the last Closing Date or
the Cut-Off Date, the Vendee will furnish to the Vendor
and the Builder a payment schedule show1ng]the respective
amounts of principal and interest payable on each Payment
Date. : : |

3.05. Calculation of Interest. | Interest under
this Agreement shall be calculated on the basis of a
360-day year of 12 30~ day months, except that interest due
on July 1, 1981, and, ‘with respect to CSA Indebtedness
incurred after July 1, 1981, on January 1,11982 shall be
calculated on an actual elapsed day, 360- day year, basis.

3.06. Penalt Interest. The Vendee will pay
interest at the rate of 15-1/2% per annum, to the extent
1egally enforceable (the! "Penalty Rate"), jupon all amounts
remaining unpaid after the same shall have become due and
payable pursuant to the terms hereof.

\
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3.07. Method of Payment; Prepayment. All pay-
ments provided for 1n this Agreement to be made by the
Vendee shall be made in such coin or currency of the United
States of America as at the time of payment shall be legal
tender for the payment of public and private debts and
shall be made, subject to timely receipt of available funds
by the Vendee, by bank wire transfer of immediately avail-
able funds in the city where such payments are due not
later than 11:00 a.m. Baltimore time on the date due. The
Vendee shall not have the privilege of prepaying any
portion of the CSA Indebtedness prior to the date it
becomes due; provided, however, that the CSA Indebted-
ness may be prepaid as provided for in Article 6 hereof and
the Vendee may also prepay all of the CSA Indebtedness,
without penalty or premium, together with interest accrued
to the date of payment, if an Event of Default shall have
occurred under the Lease and the Vendor shall have given
written notice to the Vendee that it intends to make a
Declaration of Default (as defined in Article 14 hereof)
and/or terminate the Lease as provided in Article 14
hereof (provided further, however, that such prepayment
right shall be limited to the 30-day period after such
written notice is received by the Vendee). Upon the
occurrence of an Event of Default under the Lease and the
receipt by the Vendor of the Vendee's written request that
the Vendor make a Declaration of Default (as defined in
Article 14 hereof) and/or terminate the Lease (as provided
in Article 14 hereof), the Vendor shall either (a) make
such a Declaration of Default and/or terminate the Lease or
(b) provide the Vendee with a written explanation of its
refusal to do so. Upon the occurrence of an Event of
Default under the Lease, the Vendor shall not unreasonably
or arbitrarily refuse to make a Deglaration of Default (as
defined in Article 14 hereof) and/or terminate the Lease
(as provided in Article 14 hereof).

3.08., Payment to Builder and Leasing. On the
Closing Date with respect to each Group, an amount equal to
the Invoiced Purchase Prices of such Group shall be paid in
immediately available funds by the Vendor to the Builder
and Leasing, as set forth in their respective invoices,
from the proceeds of (y) the amounts (the "Available
Investors' Funds") available to the Vendor under and
pursuant to the terms of the Participation Agreement to
make payments on such Closing Date in amounts equal-to the
CSA Indebtedness and (z) the Down Payment payable by the
Vendee pursuant to clause (b) of Section 3.03 hereof;
provided that there shall have been delivered to the Vendor
the following documents, in form and substance satisfactory
to it and its special counsel:
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{a) the Certificate or Certificates of Acceptance
with respect to the|Equipment in sucthroup;

(b) lnv01ces of the Builder and Lea51ng for the
Hulks in the Group and invoices of the Builder for the
reconstruction of the Equipment in the Group (and, if
the reconstructlon cost per unit is greater than that
set forth in Schedule A hereto, such invoices shall be
accompanied by or have endorsed thereon the approval
of the Vendee) and a certification byl the Builder
that (i) the Unlts have been reconstrpcted in accor-
dance with the spec1flcat10ns and standards set forth
or referred to in Artlcle 1 hereof, and (ii) the
Reconstruction Costfstated therein hds been calculated
as provided in_Sectlon 3.01 hereof and does not exceed
the price that would be charged by ad independent
locomotive builder for comparable reconstruction;
|

(c) an opinion] of counsel for the Builder, dated
as of such Closing Date, statlng that (1) at the time
of delivery of the Equipment in such |Group on behalf
of the Vendor to'the Vendee hereunder, title to such
Equipment was free of all claims, llens, security
interests and other| encumbrances of the Builder or of
anyone claiming through ithe Bu11der,4except for those
arising under this hgreement or the Exhlblts hereto;
and (ii) title to the Hulks is vested in the Vendee .
and is free of all claims, liens, security interests
and other encumbrances of any nature 'whatsoever except
for those arising under this Agreement or the Exhibits
hereto; and ' : !

(d) such other; documents as theiVendor may
'reasonably request. . ; .

The obligation of the Vendor to|make payment
for the Equipment is expressly condltloned on the Vendee
having made the Down Payment to the Vendor required by
clause (b) of Sect10n13?03 hereof. Notw1thstand1nq any-
thing to the contrary‘hereln expressed or implied, the
parties hereto agree that the Vendor shall have no obli-
gation with respect to the reconstructioni of the Hulks
and delivery of the Equlpment hereunder to the Vendee.
|

3.09. Vendee|Liability Limited' to "Income and
Proceeds from the Equipment". Notwithstanding any other
prov151on of this Agreement (including but not limited to
any provision of Articles 14 and 15 hereof), but not
limiting the effect of Article 21 hereof,lthe Vendor agrees
that the liability of the Vendee or any a551gnee of the
Vendee for all payments;to be made by it under this Agree-
ment, with the exception only of ‘the payments to be made

] o f
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pursuant to Section 1.03 of the Trust Agreement and Section
3.03(b) hereof and the obligations set forth in the proviso
in Section 11.03 hereof, shall not exceed an amount equal
to and shall be payable only out of the "income and pro-
‘ceeds from the Equipment”. As used herein, the term
"income and proceeds from the Equipment™ shall mean (i) if
a Declaration of Default (as defined in Article 14 hereof)
shall have been made, so much of the following amounts as
are indefeasibly received by the Vendee at any time after
any such event and during the continuance thereof: (a) all
amounts of rental and amounts in respect of Casualty
Occurrences (as defined in Article 6 hereof) paid for or
with respect to the Equipment pursuant to the Lease and any
and all other payments received under Section 9 or any
other provision of the Lease and (b) any and all payments
or proceeds received by the Vendee under the Lease or
received by the Vendee for or with respect to the Equipment
as the result of the sale, lease or other disposition
thereof and after deducting all costs and expenses of

such sale, lease or other disposition and (ii) at any other
time only that portion of the amounts referred to in the
foregoing clauses (a) and (b) as are indefeasibly received
by the Vendee and as shall be required to discharge the
portion of the CSA Indebtedness (including prepayments
thereof required in respect of Casualty Occurrences) and/or
interest thereon, due and payable on the date such amounts
were required to be paid pursuant to the Lease or as shall
be required to discharge any other payments then due and
payable under this Agreement; it being understood that
"income and proceeds from the Equipment" shall in no event
include (A) amounts referred to in the foregoing clauses
(a) and (b) which were received by the Vendee prior to the
existence of such an event of default which exceeded the
amounts required to discharge that portion of the CSA
Indebtedness (including prepayments thereof required in
respect of Casualty Occurrences) and/or interest thereon
due and payable on the date on which amounts with respect
thereto received by the Vendee were required to be paid to
it pursuant to the Lease or which exceeded any other pay-
ments due and payable under this Agreement at the time

such amounts were due and payable under the Lease or (B)
amounts excluded from the Lease Assignment pursuant to the
first paragraph of Section 1 thereof. Notwithstanding
anything to the contrary contained in Articles 14 and 15
hereof, the Vendor agrees that in the event it shall

obtain a judgment against the Vendee for an amount in
excess of the amounts payable by the Vendee pursuant to the
limitations set forth in this Section, it will limit its
execution of such judgment against the Vendee to amounts
payable pursuant to the limitations set forth in this
Section., It is further agreed that nothing contained
herein limiting the liability of the Vendee. shall derogate
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from the right of the Vendor to proceed aqglnst the Equip-
ment as provided for hereln for the full unpald Purchase
Price of the Equlpment and interest thereon and all other
payments and obligations |hereunder or to proceed against
the Builder under the‘Lease or the Consentl

i
‘ |
. ARTICLE 4 :
1

'

Title to Equipment

| |

4,01. Retention of Security Intérest. The
Vendor hereby retains a security interest in the Hulks
delivered to the Builder (hereunder for reconstructlon and
shall continue to retain |such security 1nterest during the
entire perlod that the Hulks are being reconstructed and
thereafter in the Equipment until the Vendee shall have
made all its payments under this Agreement!in respect of
the Equipment and shall hlave kept and performed all its
agreements herein contalﬁed in respect thereof notwith-
standing any provision! of; this Agreement 11m1t1ng the
liability of the Vendee and notw1thstand1ng the delivery of
the Equipment to and the posse551on and use thereof by the
Vendee and the Lessee as prov1ded in this Agreement and the
Lease. Any and all addltuons, modlflcatlons and improve-
ments to the Hulks and the Equipment, and any and all parts
installed on and addltlons and replacements made to any
unit of the Hulks prior to their dellvery and acceptance
hereunder shall constltute accessions thereto and shall be
subject to all the terms and conditions of lthis Agreement
and included in the term "Eaulpment" as used in this
Agreement, except for any addltlons, modlfﬂcatlons and
improvements which under the provisions of Bectlon 8.02 of
the Lease are owned by the Lessee.

4,02, Satisfaction of Obligations. Except as
otherwise specifically prov1ded in Article 6 hereof, when
and only when the Vendor shall have been papd the full CSA
Indebtedness, together with interest and all other pay-
ments as herein provided, land all the Vendee's obligations
herein contained shall have been performed, absolute right
to the possession of, t1t1e to and property: in the Equip-
ment shall pass to and vest in the Vendee without further
transfer or action on the‘part of the Vendor, except that
the Vendor, if so requested by the Vendee at that time, at
the expense of the Vendee, will (a) execute! and deliver to
the Vendee a bill or bills of sale for the Equipment
releasing its security 'interest therein to the Vendee, free
of all claims, liens, security. interests and other encum-
brances created or retained hereby and (b) execute and
deliver to the Vendee for |{filing in all necessary public
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offices such instruments in writing as may be necessary or
appropriate in order then to make clear upon the public
records the title of the Vendee to such Equipment. The
Vendee hereby waives any and all rights that may be
acquired in or to the payment of any penalty or damages for
failure to execute and deliver such bill or bills of sale
or instruments in compliance with any law requiring

the filing of the same, except for failure to execute and
deliver the same within a reasonable time after written
demand by the Vendee,

ARTICLE 5
Taxes

All payments to be made by the Vendee hereunder
will be free of expense to the Vendor for collection or
other charges and will be free of expense to the Vendor
with respect to the amount of any local, state, Federal or
foreign taxes (other than taxes measured by net income,
gross receipts taxes [except gross receipts taxes in the
nature of or in lieu of sale, use or rental taxes], fran-
chise taxes measured by net income based upon such receipts,
excess profits taxes and similar taxes) or license fees,
assessments, documentary stamp taxes, charges, fines or
penalties (the "Impositions") hereafter levied or imposed
upon or in connection with or measured by this Agreement
or any sale, rental, use, payment, shipment, delivery or
transfer of title or return or other disposition of the
Equipment under the terms hereof, all of which Impositions
the Vendee assumes and agrees to pay on demand in addition
to the Purchase Price of the Equipment. The Vendee will
also pay promptly all Impositions which may be imposed upon
the Equipment delivered to it or for the use or operation
thereof or upon the earnings arising therefrom or upon the
Vendor solely by reason of its ownership thereocf and will
keep at all times all and every part of the Egquipment free
and clear of all Impositions which might in any way affect
the security interest of the Vendor or result in a lien
upon any part of the Equipment; provided, however, that
the Vendee shall be under no obligation to pay any Imposi-
tions of any kind so long as it is contesting such Imposi-
tions in good faith (after written notice to the Vendor)
and by appropriate legal proceedings and the nonpayment
thereof does not, in the reasonable opinion of the Vendor,
adversely affect the title, property or rights of the
Vendor in or to the Equipment or otherwise under this
Agreement. If any Impositions shall have been charged or
levied against the Vendor directly and paid by the Vendor,
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the Vendee shall relmburse the Vendor upon presentatlon of
an invoice therefor, and any amounts so pa1d by the Vendor
shall be secured by and under this Agreement, Erov1ded,
however, that the Vendee shall not be obllgated to reim-
burse the Vendor for any ;mp051t10ns so pald unless the
Vendor shall have been 1egally liable w1th|respect thereto
(as evidenced by an op1n10n of counsel for,the Vendor
acceptable to the Vendee)|or unless the Vendee shall have
approved the payment thereof.

|
:

l
ARTICLE 6 |

Maintenance; Casualty Occurrences; Insurance
‘ 4

6.01. Maintenance. The Vendee, 'at its own cost
and expense, will maintain and keep each un1t of the Equip-
ment in good operating;order, repair and condltlon,
ordinary wear and tearteﬂcepted ' :

N

6.02. Casualtj Occurrences, InLthe event that
any unit of the Equipment shall suffer a Casualty Occur-
rence (as defined in Secﬂlon 6 of the Lease), the Vendee
shall, within 30 days after it shall have determined that
such unit has sufferedi a |Casualty Occurrenge, cause the
Vendor to be fully informed in regard thereto. Notwith-
standing any such Casualty Occurrence, thel Vendee shall
continue maklng payment of all 1nstallments of principal
and interest in respect qf such unit to and including the
Casualty Payment Date (as defined in Sectlon 6 of the
Lease) in respect thereof. On such Casualty Payment Date,
the Vendee shall pay to the Vendor a sum equal to the
Casualty Value (as herelnafter defined) of such unit and
shall file or cause to be filed with the Vendor a certi-
ficate setting forth the!Casualty Value of| such unit.

Any money paid to the Vendor pursuant to this paragraph
shall be applied on the date that such Casualty Value is
paid (after the payment ef the interest and pr1nc1pa1 due
on such date) to prepay w1thout penalty ornpremlum the
unpaid balance of the CSA Indebtedness w1th respect to
such unit or units (1n the manner prov1ded in the second
paragraph of Paragraph ll of the Part1c1pat10n Agreement),
and the Vendee will promptly furnish to the Vendor and the
Builder a revised schedule of payments ofxpr1n01pal and
interest thereafter to be made in respect‘of the remaining
units. ‘
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Upon payment by the Vendee to the Vendor of the
Casualty Value of any unit .of the Equipment having suf-
fered a Casualty Occurrence, absolute right to the pos-
session of, title to and property in such unit shall pass
to and vest in the Vendee without further transfer or
action on the part of the Vendor, except that the Vendor,
if requested by the Vendee, will execute and deliver to
the Vendee, at the expense of the Vendee, an appropriate
instrument confirming such passage to the Vendee of all
the Vendor's right, title and interest and the release of
~the Vendor's security interest in such unit, in recordable
form, in order that the Vendee may make clear upon the
public records the title of the Vendee to such unit.

6.03. Casualty Value. The Casualty Value of
each unit of the Equipment suffering a Casualty Occurrence
shall be deemed to be that portion of the original CSA
Indebtedness with respect to such unit remaining unpaid on
the date as of which such Casualty Value shall be deter-
mined {(without giving effect to any prepayment or prepay-
ments theretofore made under this Article with respect to
any other unit). For the purpose of this Section, each
payment of CSA Indebtedness in respect of Equipment made
pursuant to Article 3 hereof shall be deemed to be a
payment on each unit of the Equipment in like proportion
as the original Purchase Price of such unit bears to the
aggregate Purchase Price of all the units of Equipment.

6.04. Insurance., The Vendee will at all
times prior to the payment of the full indebtedness in
"respect of the Purchase Price of the Equipment, together
with interest thereon and all other payments required
hereby, cause to be carried and maintained insurance in-
respect of the Equipment as provided in Section 6.06 of
the Lease,

_ _ 6.05. Insurance Proceeds and Condemnation Pro-
ceedings. If the Vendor shall receive any insurance
proceeds or condemnation payments in respect of such units
suffering a Casualty Occurrence, the Vendor shall pay such
insurance proceeds or condemnation payments to the Vendee
after receipt by the Vendor of the Casualty Value of such
units. All insurance proceeds or condemnation payments
received by the Vendor in respect of any unit or units of
Equipment not suffering a Casualty Occurrence shall be paid
to the Vendee upon proof satisfactory to the Vendor that
the damage to such unit in respect of which such proceeds
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were paid has been fully repaired.

!

‘ARTICLE:7

On or before May 31 in each year

the year 1982, the Vendee
the Vendor an accurate st
Section 7 of the Lease.
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'ARTICLE 8
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commencing with
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cause each unit of Equipment to
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‘designation that might be
ship. ;

i AR

Compliance;w1
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Equipment as a
c1a1m of owner-
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TICLE 9

|
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th Appllcable Laws

r

During the term of this Agreement, the Vendee
will comply and will cause every lessee or juser of the

Equipment to comply in’ al
limitation the use, maint
Equipment) with all Appli
8.02 of the Lease), and i
Law requires any alterati
or to any part on any uni
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enance and operation of the

cable Laws (as defined in Section
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on, replacement or modification of
t of Equipment, the Vendee will

conform therewith at its

lOWn expense; prov1ded however,

that the Vendee or the Builder may, in good faith, contest
the validity or appllcatﬂon of any Appllcable Law in any
reasonable manner which does not, in the oplnlon of the

Vendor, adversely affect |

Vendor under this Agreement.
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-~ ARTICLE 10

Poséession and Use
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occurred and be continuing under this Agreement, the Vendee
shall be entitled to the possession and use of the Equip-
ment from and after delivery of the Equipment to it, but
only upon and subject to all the terms and conditions of.
this Agreement and the Lease.

The parties hereto acknowledge that the rights of
the Builder (as lessee under the Lease) and its permitted
assigns under the Lease shall be subordinate and junior in
rank to the rights and, except as provided in Section 3 of
the Lease, shall be subject to the remedies of the Vendor
under this Agreement. The Lease shall not be amended or
terminated (except in accordance with its terms) w1thout
the prior written consent of the Vendor.:

Subject to the provisions of the preceding para-
graph of this Article 10, the Equipment may be used as pro-
vided in Section 11 of the Lease. Except as otherwise
provided in the Lease, the Vendee may also lease the Equip-
ment to any other railroad company with the prior written
consent of the Vendor.

ARTICLE 11

" Prohibition Against Liens

11.01. Vendee to Discharge Liens. The Vendee
w1ll pay or discharge any and all sums claimed by any party
from, through or under the Vendee, the Owner or their
respective successors or assigns which, if unpaid, might
become a lien, charge, security interest or other encum-
‘brance upon or with respect to any unit of Equipment or
the Vendee's interests in the Lease or the payments due and
to become due thereunder, and will promptly discharge any
such lien,. charge, security interest or other encumbrance
which arises, but shall not be required to pay or discharge
any such claim so long as the validity thereof shall be
contested in good faith and by any appropriate legal pro-
ceedings in any reasonable manner and the nonpayment
thereof does not, in the reascnable opinion of the Vendor,
adversely affect the property or rights of the Vendor in
the Equipment or otherwise under this Agreement. Any
amounts paid by the Vendor in discharge of any such claim
shall be secured by and under this Agreement.

11.02. WNo Breach for Certain Liens. This
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covenant will not be deemed breached by reason of liens
for taxes, assessments or governmental charges or levies,
in each case not due and delinquent, or undetermined or
inchoate materialmen's, mechanics', workmen S, repairmen's
or other like liens arising in the ordlnary course of
business and, in each case, not dellnquent

11.03. L1m1tat10n of Obllgatlon' The foregoing
provisions of this Article 11: shall be subject to the limi-
tations set forth in Sectlon 3.09 and Article 21 hereof;
provided, however, that the Vendee will pay or discharge
anyAand all taxes, claims, liens, charges or security
interests claimed by any,party from, through or under the
Vendee or the Owner (or its successors and assigns) not
arising out of the ownership of the Equlpment or the trans-
actions contemplated hereby (but including tax liens arising
out of the rentals and other payments under the Lease and
any other proceeds from the Equipment) which, if unpaid,
(i) might become a lien,|charge, security /interest or other
encumbrance on or w1th respect to any unlq of Equipment or
the Vendee's interest. inj the Lease and the payments to be
made thereunder or (ii) would result in the bankruptcy or
reorganization of the! Vehdee or the Owner’ but the Vendee
shall not be required tol pay or discharge jany such claim so
long as the validity or priority thereof shall be contested
in good faith and by app'opriate legal or:administrative
proceedings in any reasonable manner and the nonpayment
thereof does not, in thel reasonable oplnlon of the Vendor,
adversely affect the Security interest of the Vendor in or
to the Equipment or otherwise under this Agreement or in
and to the Lease and the payments to be made thereunder. -

!

ARTICLE 12

Indemnities and Warranties

|

|

!
b , i

12.01. 1Indemnities by Vendee. ,The Vendee agrees

to indemnify, protect’ and hold harmless the Vendor from and
agalnst all losses, damages, ‘injuries, 11ab111t1es, includ-
ing without 11m1tat10n strict or absolute!liability in
tort or by statute imposed, claims and demands whatsoever,
regardless of the cause |thereof, and expenses in connection
therewith, including but not llmlted to counsel fees and
expenses, penalties and 1nterest, arising out of or as the
result of the enterlng into or the performance of this

Agreement, the retentlon by the Vendor of'lts security
|

{
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interest in the Equipment, the ordering, acquisition, use,
operation, condition, reconstruction, maintenance, pur-
.chase, delivery, rejection, storage or return of any of the
Equipment, any accident in connection with the operation,
use, condition, reconstruction, possession, storage or
return of any of the Equipment resulting in damage to
property or injury or death to any person or the transfer
of its interest in the Equipment by the Vendor pursuant to
any of the provisions of this Agreement, except, however,
any losses, damages, injuries, liabilities, claims and
demands whatsoever arising out of any tort, breach of
warranty or failure to perform any covenant hereunder by
the Builder. This covenant of indemnity shall continue

in full force and effect notwithstanding the full payment
of the CSA Indebtedness and the release of the security
interest in the Equipment, as provided in Section 4.02
hereof, or the termination of this Agreement in any manner
whatsoever.

12.02. Vendee to Bear Risk of Loss. The Vendee
will bear the responsibility for and risk of any damage
to or the destruction or loss of any unit of or all the
Equipment and shall not be released from its obligations
hereunder in any such event.

12.03. No Warranties by Vendor. THE VENDOR
MAKES NO WARRANTIES, WRITTEN, ORAL, STATUTORY OR IMPLIED,
INCLUDING THE WARRANTIES OF MERCHANTABILITY OR FITNESS
FOR A PARTICULAR PURPOSE, WITH RESPECT TO THE HULKS OR
THE EQUIPMENT OR IN CONNECTION WITH THIS AGREEMENT: OR THE
DELIVERY AND SALE OF THE EQUIPMENT HEREUNDER.

12.04. Warranties of Builder. The Builder war-
rants that the Hulks will be reconstructed in accordance
with the Specifications and standards set forth or referred
to in Article 1 hereof and warrants that the Equipment
will be free from defects in material or workmanship under
normal use and service. The Builder hereby assigns and
delivers to the Vendor and (subject to the rights of the
Vendor under this Agreement) to the Vendee every claim,
right and cause of action (to the extent legally possible
without impairing any such claim, right or cause of action)
which the Builder has or hereafter shall have against any
party who shall perform any of the reconstruction of the
Hulks and the Builder agrees to execute and deliver to the
Vendor and the Vendee every such further assurance as may
be reasonably requested more fully to effectuate the
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ARTICLE 13

Assignment

13.01. No Transfer by Vendee. Except as pro-
vided in this Agreement, the Hulk Purchase Agreement or
the Trust Agreement, the Vendee will not transfer the right
to possession of any unit of Equipment or sell, assign or
otherwise dispose of its rights under this Agreement.

: 13.02. Transfer by Vendor. All or any of the
rights, benefits and advantages of the Vendor under this
Agreement, including the right to receive the payments
herein provided to be made by the Vendee, may be assigned
by the Vendor and reassigned by any assignee at any time
or from time to time. No such assignment shall subject
any assignee to or relieve the Builder from any of the
obligations of the Builder to reconstruct and deliver the
Equipment in accordance herewith or to respond to its
warranties and indemnities contained or referred to .in
Article 12 hereof or relieve the Vendee of its obligations
to the Builder or diminish the rights of the Vendee con-
tained or referred to in this Agreement.

- Upon any such assignment, either the assignor
or the assignee shall give written notice to the Vendee,
together with a counterpart or copy of such assignment,
stating the identity and post-office address of the
assignee, and such assignee shall by virtue of such
assignment acquire all the assignor's right, title and
interest in the Equipment and this Agreement, or in and to
a portion thereof, as the case may be, subject only to such
reservations as may be contained in such assignment. From
and after the receipt by the Vendee of the notification of
any such assignment, all payments thereafter to be made by
the Vendee under this Agreement shall to the extent so
assigned be made to the assignee in such manner as it may
direct and shall constitute full compliance with the terms
of this Agreement. The Vendee may rely upon instruments or
documents which it believes in good faith to be true and
authentic. ‘

ARTICLE 14
Default

14.01. Events of Default. In the event that any
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one or more of the following events of default shall occur
and be cont1nu1ng (w1thout regard to the limitations pro-
vided for in Section 3.09 hereof or in Artlcle 21 hereof)
to wit: ;
i

(a) the Vendee |shall fail to pay|in full any sum
payable by the Vendee pursuant to Article 3 or 6
hereof when payment {thereof shall be due hereunder
and such default shall continue for 10 days; or

(b) the Vendeeshall, for more than 30 days after
the Vendor shall have demanded in wrltlng performance
thereof, fail or reguse to comply with any other cove-
nant, agreement, term or provision of| this Agreement,
the Lease or of anyiagreement -entered into concurrently
~herewith relating to the financing of[the Equipment on
its part to be kept|and performed or to make provision
satisfactory to the.[Vendor for such compllance, or
I

(c) a petition|for reorganlzatlon under Title 11
of the United States Code, as now constltuted or as
hereafter amended, shall be filed by or against the
Builder and unless such petition shall have been
dismissed, nulllfled, stayed or otherw1se rendered
ineffective (but then only so long .as| such stay shall
continue in force or such ineffectiveness shall
continue) all the obllgatlons of the Bu1lder under the
Lease and the Consent shall not have been and shall
not continue to be duly assumed in writing, pursuant
to a court order orldecree, by a trustee or trustees
appointed in such proceedlnqs in such| manner that such
obligations shall have the same status as expenses of
administration and obllgatlons incurred by such
trustee or trusteesl or in accordance| with the pro-
visions of 11 U.S.C{ § 1168, within 60 days after the
filing of such petltlon or the commencement of the
case; or :

|

(d) any proceedlng shall be comﬂenced by or
against the Vendee in its trust capacity, the Owner or
the Builder for any|relief which 1ncﬂudes or might
result in any modification of the obllgatlons hereunder
or under the Lease,lthe Lease A551gnment, the Consent,
the Trust Agreement|or the Part1c1pat10n Agreement of
the Vendee, the Owner or the Bu11derﬂ under any bank-
ruptcy or 1nsolvency laws or laws relatlng to the
relief of debtors, Feadjustment of 1ndebtedness,
reorganlzatlons,.arrangements, comp051t10ns or exten-

|
|
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sions (other than a law which does not permit any
readjustment of such obligations) and, unless such
proceedings shall have been dismissed, nullified,
stayed or otherwise rendered ineffective (but then only
so long as such stay shall continue in force or such
ineffectiveness shall continue), all such obligations
shall not have been and shall not continue to be duly
-assumed in writing, pursuant to a court order or
decree, by a trustee or trustees or receiver or
receivers appointed for the Vendee, the Owner or the
Builder, as the case may be, or for its respective
property in connection with any such proceedings in
such manner that such obligations have the same status
as expenses of administration and obligations incurred
by such trustee or trustees or receiver or receivers,
within 60 days after such proceedings shall have been
commenced;

(e) the Vendee shall make or permit any unautho-
rized assignment or transfer of this Agreement or any
interest herein or any unauthorized transfer of the
right to possession of any unit of Equipment and the
Vendee shall, for more than 15 days after demand in
writing by the Vendor, fail to secure a reassignment
or retransfer to the Vendee of such Agreement, inter-
est or right; or

(£) if an Event of Default shall have occurred
under the Lease; provided, however, that any Event of
Default under clause- {(a) of § 9 of the Lease shall
not be deemed to be an event of default under subpara-
graph (a) or this subparagraph (f) of this Article 14
if (i) within five days after notice to the Vendee of
such an Event of Default, the Vendee shall make pay-
ment of all amounts in default under said subpara-
graph (a), and (ii) not more than four such clause (a)
Events of Default shall have occurred and not more
than two such clause (a) Events of Default shall have
occurred on consecutive payment dates;

then at any time after the occurrence of such an event of
default the Vendor may upon 30 days' prior.written notice
to the Vendee (such 30-day period to commence on the day
upon which the Vendee shall receive such written notice)
and upon compliance with any legal requirements then in
force and applicable to such action by the Vendor, if such
event of default shall be continuing, (i} subject to the
terms of Section 3 of the Lease, cause the term of the
Lease immediately upon such notice to terminate (and the
Vendee acknowledges the right of the Vendor to terminate
the Lease) but without affecting the indemnities or other
agreements of the Builder which by the provisions of the
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Lease survive the termlnat
declare (a "Declaration of

ion of its term aLd/or (ii)
Default") the entire unpaid CSA

Indebtedness, together w1th the interest théreon then

‘accrued and unpaid, immedi

ately due and payable, without

further demand, and thereafter the aggregate of the unpaid
balance of such 1ndebtedness and interest shall bear

interest from the date of
the Penalty Rate. Upon aj
Vendor shall be entitled t
unpaid balance of the Csa
aforesaid, and to collect
of the Vendee wherever|51t

isuch Declaration pf Default at
Declaration of Default, the

O recover Judgment for the entire
Indebtedness, w1th interest as
such judgment out'of any property
uated. The Vendee agrees to

notify the Vendor promptly of any event of %hlch an

officer or employee in its

corporate trust department has

actual knowledge which constltutes or with notlce or lapse

of time or both could cons
this Agreement. N

14.02.

Waiver of Default.

titute an event of default under

The Vendor may, at

its election, waive any such event of default and its

consequences and resc1nd and annul any Declaration of

Default or notice of temml

nation of the Lease by notice to

the Vendee in writing to that effect, and thereupon the
respective rights of the partles shall be as they would

have been if no such event
Declaration of Default or
Lease had been made or giv
sions of this Section, (it
time is of the essence of
waiver, rescission or annu
any other or subsequent de
remedies consequent therea

AR@
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15.01. Possessi

medies

of default had occurred and no
notice of termination of the
en. 'Notwithstanding the provi-
is agreed by the Vendee that
this Agreement and that no such
lment shall extend to or affect
fault or impair any rights or
n.

)
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Y

on of Equipment. lSubject to the

terms of Section 3 of the
continuance of a Declaratl

Lease, at any tlme during the
on of Default, the Vendor may,

upon such further notice and action, if any, as may be

required for compllance‘wﬂ
ments then in force and! ap
taken by the Vendor, take
or agents immediate possec
of Equipment, without 1lliab
any sums theretofore paid
ever, except as herelnafte
provided, and may remove t

th any mandatory legal require-
plicable to the actlon to be

or cause to be taken by its agent
sion of one or more of the units
111ty to return to the Vendee

and free from all!claims whatso-
r in this Articleil5 expressly

he same from possession and use
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of the Vendee, the Builder or any other person and for such
purpose may enter upon any premises where the Equipment may
be located and may use and employ in connection with such
removal any supplies, services and aids and any available
trackage and other facilities or means of the Vendee or the
Builder, subject to all mandatory requirements of due
process of law. '

15.02. Delivery of Equipment to Vendor. In
case the Vendor shall demand possession of the Eguipment
pursuant to this Agreement and shall designate a reasonable
point or points for the delivery of the Equipment to the
Vendor, the Vendee shall, at its own expense and risk:

(a) forthwith and in the usual manner (including
without limitation cau51ng prompt telegraphic and
written notice to be given to the Association of
American Railroads and all railroads to which any unit
or units of the Equipment have been interchanged to
return the unit or units so interchanged) cause the
Equipment to be placed upon such storage tracks of the
Builder or its affiliates as the Vendor reasonably may
designate;

(b) permit the Vendor to store the Equipment on
such tracks at the risk of the Vendee without charge
for insurance, rent or storage until the Equipment has
been sold, leased or.otherwise disposed of by the
.Vendor; and

(c) cause the Equipment to be transported to any
reasonable place on the lines of railroad operated by
the Builder or any of its affiliates or to any con-
necting carrier for shipment, all as directed by the
Vendor.

During any storage period, the Vendee will, at its own cost
and expense, insure, maintain and keep each such unit in
good order and repair and will permit the inspection of the
Equipment by the Vendor, the Vendor's representatives and
prospective purchasers, lessees and users. This agreement
to deliver the Equipment and furnish facilities as herein-
before provided is of the essence of the agreement between
the parties and, upon application to any court of equity
having competent jurisdiction, the Vendor shall be entitled
to a decree against the Vendee requiring specific perform-
ance thereof. The Vendee hereby waives any and all claims
against the Vendor and its agent or agents for damages of
whatever nature in connection with any retaking of any unit
of Equipment in any reasonable manner.
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15.03. Retention of Equipment. Subject to the
terms of Section 3 of the|Lease, at any t1me during the
continuance of a Declaration of Default, the Vendor (after
retaking possession of the Equlpment as herelnbefore in
this Article 15 prov1ded) may, at its electlon and upon
such notice as is herelnafter set forth, retaln the Equip-
ment in satisfaction of the entire CSA Indebtedness and
make such disposition thereof as the Vendor{shall deem fit.
Written notice of the Vendor s election to retain the
Equipment shall be given to the Vendee by telegram or
registered mail, addressed as provided in Artlcle 20
hereof, and to any other persons to whom the law may
require notice, within 30 {days:after such Declaratlon of
Default. In the event that the Vendor should elect to
retain the Equipment and no objection is made thereto
within the 30-day perlod described in the first proviso
below, all the Vendee'sH rights . in the Equlpment shall
thereupon terminate and all payments made by the Vendee
may be retained by the Vendor as compensation for the use
of the Equipment; prov1ded however, that if the Vendee or

. any other persons notified under the terms of this para-

graph object in writing to the 'Vendor w1th1n 30 days from
the receipt of notice of the Vendor's electlon to retain
.the Equipment, the Vendor!may not so reta1n|the Equipment
but shall sell, lease or otherwise dispose of it or con-
tinue to hold it pendlng sale, lease or other disposition
as hereinafter provided: or as may otherw1se7be permitted by
law; provided further, however, that if the}Vendee, before
the expiration of the 30-day period described in the
proviso above, should pay [or cause to be paid to the Vendor
the total unpaid balance qf the CSaA Indebtedness, together
with interest thereon accrued and unpaid and all other
payments due under this Agreement, then in such event
absolute right to the possess1on of, title to and property
in the Equipment shall pass to and vest in the Vendee. If
the Vendor shall not have‘glven notice to retaln as herein-
above prov1ded or notlce of intention to dlspose of the
Equipment in any other manner, it shall be deemed to have
elected to sell the Equlpment in accordance*w1th the
prov151ons of this Artlcle 15. :

15.04. Sale ofiEqulpment. Subject to the terms
of Section 3 of the Lease, at any time durlng the continu-'
ance of a Declaration of Default, the Vendor, with or with-
out retaking possession! thereof, at its electlon and upon
reasonable notice to the Vendee and any other persons to
whom the law may requlre notice of the t1me1and place, may '’
sell one or more of the units of Equ1pment,‘free from any

|
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and all claims of the Vendee or any other party claiming
from, through or under the Vendee at law or in equity, at
public or private sale and with or without advertisement as
the Vendor may determine; provided, however, that if, prior
to such sale and prior to the making of a contract for such
- sale, the Vendee should tender full payment of the total
unpaid balance of the CSA Indebtedness, together with
interest thereon accrued and unpaid and all other payments
due under this Agreement as well as expenses of the Vendor
in retaking possession of, removing, storing, holding and
preparing the Equipment for and otherwise arranging for the
sale and the Vendor's reasonable attorneys' fees, then in
such event absolute right to the possession of, title to
and property in the Equipment shall pass to and vest in the
Vendee. The proceeds of such sale or other disposition,
less the attorneys' fees and any other expenses incurred by
the Vendor in retaking possession of, removing, storing,
holding, preparing for sale and selling or otherwise
disposing of the Equipment, shall be credited on the  amount
due to the Vendor under this Agreement.

Any sale hereunder may be held at such place or
places and at such time or times as the Vendor may specify,
in one lot and as an entirety or in separate lots and with-
out the necessity of gathering at the place of sale the
property to be sold, and in general in such manner as the
Vendor may determine, so long as such sale shall be in a
commercially reasonable manner. The Vendor, the Vendee and
(so long as an Event of Default is riot continuing under the
Lease) the Lessee may bid for and become the purchaser of
any unit of Equipment so offered for sale. The Vendee
shall be given written notice of such sale not less than
10 days prior thereto by telegram or registered mail,
addressed as provided in Article 20 hereof. If such sale
shall be a private sale (which shall be deemed to mean only
a sale where an advertisement for bids has not been pub-
lished in a newspaper of general circulation or a sale
where less than 40 offerees have been solicited in writing
to submit bids), it shall be subject to the right of the
Vendee to purchase or provide a purchaser within 10 days
after notice of the proposed sale price at the same price
offered by the intending purchaser or a better price. In
the event that the Vendor shall be the purchaser thereof,
it shall not be accountable to the Vendee (except to the
extent of surplus money received as hereinafter provided
in this Article 15), and in payment of the purchase price
therefor the Vendor shall be entitled to have credited

R-25



!

!

on account thereof all :sums due to the Vendcr hereunder.
15.05. Remedies Not' Exclusive. Each and every
power and remedy hereby speclflcally given. Fo the Vendor
shall be in addition to every other power and remedy
hereby spec1f1cally glqen or now or hereafter existing at
law or in equity, and may;be exercised from{tlme to time
and simultaneously and as|often and in such order as may
be deemed expedient by the Vendor. Aall such powers and
remedies shall be cumulatlve, and the exercise of one shall
not be deemed a waiver ofithe right to exercise any other
or others. No delay or om1581on of the Vendor in the
exercise of any such power or remedy and nq renewal or
extension of any payments}due hereunder shall impair any
such power or remedy or shall be construed ito be a waiver
of any default or an acquxescence therein. | Any extension
of time for payment hereunder or other indulgence duly
granted to the.Vendee shall not otherwise alter or affect
the Vendor's rights or. the Vendee's obllgatlons hereunder.
The Vendor's acceptance of any payment after it shall have
become due hereunder shall not be deemed to alter or affect
the Vendee's obllgatlons or the Vendor's rﬂghts hereunder
with respect to any subseﬁuent payments or|default therein.

15.06. Def1c1ency or Surplus. If, after apply-
ing all sums of money realized by the Vendor under the
remedies herein prov1ded,’there shall remaﬂn any amount due
to it under the provisions of this Agreement, the Vendee
shall pay the amount of such deficiency to|the Vendor upon
demand, together with 1nﬂ

Frest from the date of such demand
to the date of payment, at the Penalty Rate and, if the
Vendee shall fail to pay Euch deficiency, the Vendor may
bring suit therefor and shall be entitled to recover a
judgment therefor agalnstfthe Vendee. If,‘after applying
as aforesaid all sums realized by the Vendor, there shall
remain a surplus in the possession of the Vendor, such
surplus shall be paid togthe Vendee. |

15.07. Exgenst. The Vendee w111 pay all
reasonable expenses, 1ncIud1ng attorneys' fees, incurred
by the Vendor in enforc1ng its remedies under the terms of
this Agreement. 1In the event that the Vendor shall bring
any suit to enforce any of its rights hereunder and shall
be entitled to judgment, [the Vendor may recover reasonable
expenses, including reasonable attorneys' fees, and the
amount thereof shall be included in such judgment.

i
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The foregoing provisions of this Article 15 are
subject in all respects to all mandatory legal requirements
at the time in force and applicable thereto.

ARTICLE 16

Applicable State Laws

- Any provision of this Agreement prohibited by any
applicable law of any jurisdiction which is not overridden
by applicable Federal law shall as to such jurisdiction be
ineffective, without modifying the remaining provisions of
this Agreement. Where, however, the conflicting provisions
of any such applicable law may be waived, they are hereby
waived by the Vendee to the full extent permitted by law,
it being the intention of the parties hereto that this
Agreement shall be deemed to be a conditional sale and
enforced as such.

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

ARTICLE 17
Filing

The Vendee will cause this Agreement, any assign-
ments hereof and any amendments or supplements hereto or
thereto to be duly filed with the Interstate Commerce Com~
mission; and the Vendee will from time to time perform any
other act and will execute, deliver and file any and all
further instruments required by law or reasonably requested
by the Vendor for the purpose of proper protection, to the
satisfaction of special counsel for the Vendor, of its
security title to the Equipment and its rights under this
Agreement or for the purpose of carrying out the intention
of this Agreement; and the Vendee will promptly furnish to
the Vendor certificates or other evidence of such filing
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Trust Department, with copy to the Owner at Greenwich
Office Park I, Greenwich, Connecticut 06830, attention
of Vice President, Special Financing,

(d) to any assignee of the Vendor or of the Ven-
dee, at such address as may have been furnished in
writing to the Vendee or the Vendor, as the case may
be, by such assignee,

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

ARTICLE 21

Immunities; Satisfaction of Undertakings

21.01. Immunities. No reccurse shall be had in
respect of any obligation due under this Agreement or
referred to herein against any incorporator, stockholder,
beneficiary, director or officer, as such, past, present
or future, of the parties hereto, whether by virtue of any
constitutional provision, statute or rule of law or by
enforcement of any assessment or penalty or otherwise, all
such liability, whether at common law, in equity, by any
constitutional provision, statute or otherwise, of such
persons being forever released as a condition of and as
consideration for the execution of this Agreement.

21.02. sSatisfaction of Undertakings. The obli-
gations of the Vendee under Articles 2, 5, 6 {(other than
the requirements of delivery of certificates and payment
schedules provided in Section 6.02), 7, 8, 9, 11 (other
than the proviso to Section 11.03), 12 and 17 hereof and
under Sections 15.02, 15.06 and 15.07 hereof and any other
obligations hereunder except under Article 13 hereof not
covered by the provisions of Section 3.09 hereof shall be
deemed in all respects satisfied by the Builder's under-
takings contained in the Lease. The Vendee shall not have
any responsibility for the Builder's failure to perform
such obligations, but if the obligations of the Vendee
shall not be performed they shall constitute the basis
for an event of default hereunder pursuant to Article 14
hereof. No waiver or amendment of the Builder's under-
taklngs under the Lease shall be effective unless joined
in by the Vendor.
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21.03. LimitatiOn of Vendee's Liability. Not-
withstanding anything herein to the contrary, each of the
representations, warrantles,-undertaklngs and agreements
herein made on the part of the Vendee are made and intended
not as personal representatlons, warrantles, undertakings
and agreements by The Connectlcut Bank and Trust Company
or for the purpose or w1th the intention of binding said
bank personally but are made and intended for the purpose
of binding only the Trust}Estate (as such term is used in
the Trust Agreement) and this Agreement is executed and
delivered by said bank: not in its own rlght|but solely in
the exercise of the powers expressly conferred upon it as
trustee under the Trust Agreement; and except in the case
of wilful misconduct or gross negligence on the part of
said bank,. no personal . 11ab111ty or personal responsibil-
ity is assumed by or shall at any time be ésserted or
enforceable against sa1d bank or the Owner ‘hereunder
(except, with respect to each such party, in connection
with the payment or dlscharge of taxes, cldims, liens,
charges or security interests claimed from, through or
under such party pursuant| to the proviso to Section 11.03
hereof and except, with respect to the Ownér, pursuant to
Section 1.03 and the last]paragraph of Sectlon 5.01 of
the Trust Agreement and, with respect to the Vendee, Sec-
tions 4.01 and 4.02 of]the Trust Agreementr on account of
this Agreement or the Trust Agreement or. on account of any
representation, warranty, undertaking or aqreement of the
said bank or the Owner i hereunder, either expressed or
implied, all such personai liability (except as aforesaid),
if any, being expressly wa1ved and released by the Vendor
and the Builder and by: al& persons cla1m1ng by, through or
under the Vendor or the Builder. |

t
'

21.04. Vendor Acting as Agent. It is also
agreed, anything herein tP the contrary notw1thstand1ng,
that this Agreement is executed and dellvered by the
Vendor not in its 1nd1v1dual capacity but solely as Agent

under the Participation Agreement. ‘
| |
‘ {

ARTICLE 22

. i
-vaerning Law !

i |
The terms of: thlis Agreement and all rights and

obligations hereunder Shéll be governed bylthe laws of the
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State of Illinois; provided, however, that the parties
shall be entitled to all rights conferred by 49 U.S.C.
- § 11303, and such additional rights arising out of the
marking of the Equipment, if any, as shall be conferred
by the laws of the several Jurlsdlctlons in which the
Equipment is used.

ARTICLE 23
Execution

This Agreement may be executed in any number
of counterparts, each of which shall be deemed to be an
original and all of which together shall constitute a
single instrument. It shall not be necessary that any
counterpart be signed by all the parties so long as each
party hereto shall deliver a counterpart signed by .it to
‘Messrs. Cravath, Swaine & Moore, special counsel for the.
Agent. Although for convenience this Agreement is dated as
of the date first set forth above, the actual dates of
execution are the dates stated in the acknowledgments hereto.
The schedules and the footnotes thereto annexed to this
Agreement are an integral part of this Agreement and are
incorporated herein by reference.

IN WITNESS WHEREOF, the parties hereto have
caused this instrument to be executed by duly authorized
officers as of the date first set forth above.

MERCANTILE-SAFE DEPOSIT AND TRUST
COMPANY, as Agent,

by

[Corporate Seal]

ASSISTANT Co¥porate Trust Officer
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[Corporate Seal]

Attest: j

o

Assistant Secretary‘;
[Corporate Seall

Attest: -

o

Authorized Officer

|
|
|
!
|
|
|

CHICAGO AND NORTH WESTERN TRANS-
PORTATION COMPANY,}

|
Senior Vice!President
|

|
|
|
|

i
THE CONNECTICUT BAyK AND TRUST
COMPANY, not in its individual
capacity but solely as Trustee,
. !
' t

by |

Authorizea Officer
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State of Illinois; provided, however, that the parties
shall be entitled to all rights conferred by 49 U.S.C.
§ 11303, and such additional rights arising out of the
marking of -the Equipment, if any, as shall be conferred
by the laws of the several jurisdictions in which the
Equipment is used.

ARTICLE 23

~ -~
\.,b\

This Agreement may be executed in any number. = =~
of counterparts, each of which shall be deemed”td be an - =
original and all of which together shall constitute’'a
single instrument, It shall not be necessary that any
counterpart be signed by all the parties so long .as each.
party hereto shall deliver a counterpart signed by it to -
Messrs. Cravath, Swaine & Moore, special counsel for the
Agent. Although for convenience this Agreement is dated as
of the date first set forth above, the actual dates of
execution are the dates stated in the acknowledgments hereto.
The schedules and the footnotes thereto annexed to this
Agreement are an integral part of this Agreement and are
incorporated herein by reference.

IN WITNESS WHEREOF, the parties hereto have -
caused this instrument to be executed by duly authorized
officers as of the date first set forth above.

MERCANTILE-SAFE DEPOSIT AND TRUST
COMPANY, as Agent,

by

Assistant Vice President
[Corporate Seal]

Attest:

Corporate Trust Officer
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[Corporate Seal]. S

Attest:

- o . {

[Corpdrate Seal]

Attest:

Authorized Officer

CHICAGO AND NORTH WESTERN TRANS-
PORTATION COMPANY, .

o WIMAAL,

é?Séﬁior ViéeiPresident

|
‘ H
| |
“: |
; |

THE CONNECTICUT BANK AND TRUST
COMPANY, not in its! individual

; capac1ty but solelylas Trustee,

Authorized Officer

t
|
|
|
|
?
!
\
'
!

|
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State of Illinois; provided, however, that the parties
shall be entitled to all rights conferred by 49 U.S.C.
§ 11303, and such additional rights arising out of the
marking of the Equipment, if any, as shall be conferred
by the laws of the several jurisdictions in which the
Equipment is used.

ARTICLE 23
Execution

This Agreement may be executed in any number
of counterparts, each of which shall be deemed to be an.
‘original and all of which together shall constitute a"
single instrument. It shall not be necessary that any
counterpart be signed by all the parties so long &as each
party hereto shall deliver a counterpart signed by it to
Messrs. Cravath, Swaine & Moore, special counsel for the
Agent. Although for convenience this Agreement 1q,dated as
of the date first set forth above, the actual dates of-
execution are the dates stated in the acknowledgments hereto.
The schedules and the footnotes thereto annexed to this: ‘
Agreement are an integral part of this Agreement and are‘
.incorporated herein by reference. .

IN WITNESS WHEREOF, the parties hereto have
caused this instrument to be executed by duly authorlzed
officers as of the date first set forth above. :

MERCANTILE-SAFE DEPOSIT AND TRUST
COMPANY, as Agent,

by

Assistant Vice President.
[Corporate Seall

Attest:

Corporate Trust Officer
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[Corporate Seall

Attest:

Assistant Secretary

[Corporate Seall

Attest:

Authorized Officer

t
i
I
i

HICAGO AND NORTH WESTERN TRANS-

ORTATION COMPANY, !
!

i

o0

by i

Senior Vice%President

THE CONNECTICUT BANK AND TRUST
COMPANY, not in its individual

c%pacity but so y as _Jrustee,
i i S/ ,
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STATE OF MARYLAND,)
) 8S.:
CITY OF BALTIMORE,)

On this 7 day of January 1981, before me per-
.sonally appeared B, B, Schreiber r to me personally
known, who, being by me duly sworn, says that he is an
Assistant Vice President of MERCANTILE~SAFE DEPOSIT AND
TRUST COMPANY, a Maryland banking corporation, that one
of the seals affixed to the foregoing instrument is the
corporate seal of said Corporation, that said instrument
was signed and sealed on behalf of said Corporation by
authority of its Board of Directors and he acknowledged
that the execution of the foregoing instrument was the
free act and deed of said Corporation. :

4, (" R

Notary Publlaﬂ

R P —

-

...... . /"

STATE OF ILLINOIS,)
) 88.:
COUNTY OF COOK, )

On this day of January 1981, before me per-
sonally appeared ; to me personally
known, who, being by me duly sworn, says that he is a ‘
Senior Vice President of CHICAGO AND NORTH WESTERN TRANS-
PORTATION COMPANY, a Delaware corporation, that one of the
seals affixed to the foregoing instrument is the corporate
seal of said Corporation, that said instrument was signed
and sealed on behalf of said Corporation by authority of
its Board of Directors and he acknowledged that the execu-
tion of the foregoing instrument was the free act and deed
of said Corporation.

[Notarial Seal] Notary Public

My Commission expires



STATE OF CONNECTICUT, )

') sS.:
COUNTY OF HARTFORD, )

(
1

On this ?day of January 1981( before me

'personally appeared

, to me

personally known, who, . belng by me duly sworn, says that
he is an Authorized Officer of THE CONNECTICUT BANK AND
TRUST COMPANY, a Connectlbut banklng corporatlon, that one
of the seals affixed to the foregoing 1nstqument is the
corporate seal of said: Corporatlon, that said instrument
was signed and sealed Qn behalf of said Corporation by
‘authority of its Board of| Directors and he.acknowledged
that the execution of the| foregoing instrument was the free

‘act - and deed of said Corporation.

)
!
|
|

|

’[Noéafial Seal]

My Commission expires

Notary delic




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

On this day of January 1981, before me per-
sonally appeared _ , to me personally
known,. who, being by me duly sworn, says that he is an
-Assistant Vice President of MERCANTILE-SAFE DEPOSIT AND
TRUST COMPANY, a Maryland banking corporation, that one
" of the seals affixed to the foregoing instrument is the
corporate seal of said Corporation, that said instrument
was signed and sealed on behalf of said Corporation by
authority of its Board of Directors and he acknowledged
that the execution of the foregoing instrument was the
free act and deed of said Corporation.

[Notarial Seall. . Notary Public
My Commission expires iy“ﬁé?f?%z7,
‘:v *g”ﬁfiﬁéf;
STATE OF ILLINOIS,) S Ly
) SS.4 :1_ g o .‘\' e Y
COUNTY OF COOK, ) £y AN
On this day of January 1981, befoé~me“§ér~
sonally appeared , to me personally

known, who, being by me duly sworn, says that he is a
Senior Vice President of CHICAGO AND NORTH WESTERN TRANS-
PORTATION COMPANY, a Delaware corporation, that one of the
seals affixed to the foregoing instrument is the corporate
seal of said Corporation, that said instrument was signed
and sealed on behalf of said Corporation by authority of
its Board of Directors and he acknowledged that the execu-
tion of the foregoing instrument was the free act and deed
of said Corporation. N

[Notarial Seal] Notary Public

My Commission expires
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STATE OF CONNECTICUT,)' |
) ssi: |
COUNTY OF HARTFORD, )! i ‘ !
I
On this ébg) day of January 1981,’before me
personally appeared DONALD E. SMITH .+ to me

personally known, who,\belng by me duly swo;n, says that
he is an Authorized Offlcer of THE CONNECTICUT BANK AND

TRUST COMPANY, a Connectlcut banking corpor%tlon, that one

of the seals affixed to the foregoing. 1nstrument is the
corporate seal of said Corporation, that sa}d instrument
was signed and sealed on behalf of said Corporation by

‘authority of its Board of Directors and he acknowledged

that the execution of the foregoing instrument was the free

act, and, deed of said Corporatlon. l

1

\AWMDQ/M@(G

Notary Public

1
i

[Notarlal Seal] I : SHEREE]W[DAleg
NOTARY PUBLIC
e My uommlsslon expires i MYmMW$mN&HMSWWWSLW%
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STATE OF MARYLAND,)

: ) ss.:
CITY OF BALTIMORE )
On this day of January 1981, before me per-
- sonally appeared r to me personally

known, who, being by me duly sworn, says that he is an
Assistant Vice President of MERCANTILE~SAFE DEPOSIT AND
TRUST COMPANY, a Maryland banking corporation, that one,
of the seals affixed to the foregoing instrument is the
. corporate seal of said Corporation, that said instrument
was signed and sealed on behalf of said Corporation by
authority of its Board of Directors and he acknowledged
that the execution of the foregoing instrument was the
free act and deed of said Corporation.

[Notarial Seal] Notary Public

My Commission expires

STATE OF ILLINOQIS,)
) ss.:
COUNTY OF COOK, )

On this 722 day of January 1981, before me per-
sonally appeared J.. 77, G A" ¢R ; to me personally
known, who, being by me duly sworn, says that he is a
Senior Vice President of CHICAGO AND NORTH WESTERN TRANS-
PORTATION COMPANY, a Delaware corporation, that one of the
seals affixed to the foregoing instrument is the corporate
seal of said Corporation, that said instrument was signed
and sealed on behalf of said Corporation by authority of
its Board of Directors -and he acknowledged that the execu-
tion of the foregoing instrument was the free act and deed
of said Corporation. .

. Ny /),
S ( ,,n. ,,,,,, b (‘{ gt Aot N e
[Notqrial Seall] Notary Public

-t

My COﬂmlswlOP oxplres@yw/m’/ﬁﬁ

\

AN

A  R-33



STATE OF CONNECTICUT, )

COUNTY OF HARTFORD, )

On this
personally appeared
personally known, who, bei

he.is an Authorized Offic

TRUST COMPANY, a Connecti
of the seals affixed to t

.corporate seal of said Co

‘was signed and sealed on
authority of its Board :of
that the execution of the
-act and deed of said Corp

[Noéarial Seal]

My Commission expires

) ss

:day of January 1981

" before me
P to me
says that

14
ing by me duly sworn,

ey of THE CONNECTDCUT BANK AND

cut banklng corporatlon, that one
he foregoing 1nstnument is the
rporation, that sdld instrument’
behalf of said Corporatlon by
Directors and he 'acknowledged
foregoing 1nstrument was the free
Jratlon.

|

¢

!
I

L
Notary Public.

ot
it
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Reconstruction and

Conditional Sale Ag&eement

R-36

SCHEDULE B
Schedule of Closings
. i ' \
Estimated : _ ‘ Estimated
Closing :  Number Purchase Price
Date of Units . of Equipment
February 20, 1981 4 $1,300,000
March 23, 1981 : 4 . 1,300,000
April 20, 1981 | 4 i\ 1,300,000
~May 19, 1981 ﬁ 4 ‘ 1,300,000
June 17, 1981 4 ! 1,300,000
July 15, 1981 3 , 975,000
August 15, 1981 7 i 2,275,000
. {
| x $9,750,000

-7

.




Payment Debt  Interest Principal
Date Service Payment Payment
July 1, 1981 * * -0-
January 1, 1982 * * -0-
July 1, 1982 $  86,612.01 72,500.00 $  14,112.01
January 1, 1983 86,612.01 71,476.88  15,135.13
July 1, 1983 86,612.01 70,379.58 16,232.43
January 1, 1984 86,612.01 69,202.73 17,409.28
July 1, 1984 86,612.01 67,940.56 18,671.45
January 1,’ 1985 86,612.01 66,586.88 20,025.13
July 1, 1985 86,612.01 65,135.06 21,476.95
January 1, 1986 86,612.01 63,577.98 23,034.03
July 1, 1986 86,612.01 61,908.01 24,704.00
January 1, 1987 86,612.01 60,116.97 26,495.04
July 1, 1987 86,612.01  58,196.08 28,415.93
January 1, 1988 86,612.01 56,135.92 30,476.09
July 1, 1988 105,858.94 53,926.41 ©  51,932.53
January 1, 1989  105,858.94 50,161.30 55,697.64
July 1, 1989 105,858.94 46,123.22 59,735.72
January 1, 1990  105,858.94 41,792.38 64,066. 56
July 1, 1990 105,858.94 37,147.56 68,711.38
January 1, 1991  105,858.94 32,165.98 73,692.96
July 1, 1991 105,858.94 26,823.24 79,035.70
January 1, 1992  105,858.94 - 21,093.15 84,765.79
~ 7 July 1, 1992 105,858.94 14,947.63 90,911.31
x flp | January 1, 1993  105,858.94 8,356.56  97,502.38
/) fl“ﬁﬁ July 1, 1993 }71*1667858+94 ~  1,287.64 _  17,760.56
AR
""" { TOTAL $2,116,981.72 $1,116,981.72 $1,000,000.00

Reconstruction and Conditional Sale Agreement

SCHEDULE C

Allocation Schedule of Each

$1,000,000 of 14-1/2% CSA Indebtedness

* Interest on the Csa Indebtedness to the extent

accrued,

R-37

Ending
Principal

$1,000,000.00
1,000,000.00

985,887.99
970,752.86
954,520.43
937,111.15

-.918,439.70

898,414.57
876,937.62
853,903.59
829,199.59
802,704.55
774,288.62
743,812.53
691,880.00
636,182.36
576,446.64
512,380.08
443,668.70
369,975.74
290,940.04
206,174.25
115,262.94
17,760.56

- '



EXHIBIT A
to the
RECONSTRUCTION AND
CONDITIONAL SALE AGREEMENT

[CS&M 2044-073]

TRANSFER AGREEMENT
Dated as of December 15, 1980
Between
THE CONNECTICUT BANK AND TRUST COMPANY,
not in its individual capacity but
solely as Trustee,
and
MERCANTILE-~SAFE DEPOSIT AND TRUST COMPANY,

not in its individual capacity but
solely as Agent.




TRANSFER AGREEMENT
Dated as of December 15, 1980

Mercantile~Safe Deposit and Trust Company,
not in its individual capacity but solely
- as Agent under a Participation Agreement
dated as of the date hereof (the "Partici-
pation Agreement") with the within-mentioned
Lessee, the undersigned and certain other
parties, :

P. O. Box 2258,

Baltimore, Maryland 21203

Attention of Corporate Trust Department.

Dear Sirs:

We propose to acguire the used railroad equipment
described in Annex I hereto (the "Hulks") from Chicago and
North Western Transportation Company (the "Lessee") and
North Western Leasing Company ("Leasing"), pursuant to a
Hulk Purchase Agreement dated as of the date hereof
(the "Hulk Purchase Agreement") and desire to have such
Hulks reconstructed. We hereby agree with you as follows:

: 1. In order to cause the Hulks to be reconstruc-
ted and sold to us by you on conditional sale, we
hereby assign and transfer to you security title to the
Hulks (WITHOUT ANY WARRANTIES, INCLUDING BUT NOT LIMITED
TO WARRANTIES AS TO TITLE, FITNESS, MERCHANTABILITY OR
WORKMANSHIP).

© 2. You will hold security title pursuant to the
Reconstruction and Conditional Sale Agreement dated
as of the date hereof (the "RCSA") among you, the
Lessee and us, and you will take whatever action we
reasonably require to provide that the Hulks are
reconstructed pursuant thereto in accordance with the
specifications referred to in Article 1 thereof. In
accordance with the RCSA, we will cause the Hulks to
be delivered to the Lessee on your behalf.

3. Upon completion of the reconstruction, the
reconstructed Hulks will be delivered and condition-
ally sold by you to us in accordance with the RCSA.



4. If Hulks are

|
i
|
excluded from the RCSA you shall

- release and rea531gneto us your securlty interest in

~such Hulks, w1thout Yarranty. \

5. It is agneed

t

that this Agreement and the

'RCSA are being entered into solely to permlt you to -
effectuate the fore901ng and your interest in the

Hulks, in present form or - as reconstructed

security interest and
the owner of the same .

6. It is agreed

is a
that we shall at|all times be

that this Agreement may be

‘executed by you and us in any number of counterparts,
each of which shall Pe deemed to be anlorlglnal, and

all of which together
‘instrument. It shall
counterpart be s1gned
party hereto shall; deﬂ
to Messrs. Cravath,
the Agent.
integral part of thlS
herein by reference.

7. It is agreed

shall constitute a single
not be necessary\that any
by both parties so long as each
iver a counterpart signed by it

Swaine & Moore, special counsel for
Annex I and the footnotes thereto are an

Agreement and are incorporated
. . |

thatlwe shall havg no personal

liability under this Agreement, our obllgatlons being
solely as set forth in the Part1c1pat10n Agreement and.
the other agreements annexed to the Part1c1pat10n

Agreement.

It is further agreed, anythlng herein to

the contrary notw1thstand1ng, that each) of the repre-
sentations, warrantles, undertakings and agreements

herein made by us are
‘personal representatlo
agreements in our 1nd1
purpose or with the' in
but are made and 1nten
only the Trust Estate
Agreement dated as of

made, and intended! not as our

ns, warranties, undertaklngs and
vidual capacity or for the
tention of binding us personally:
ded for the purpose of binding
(as such term is used in a Trust
the date hereof between IPCC

Capital Corp. and us (
and this Agreement is

us not in our own rlgh

of the powers expressl

under the Trust Agreement;

of our gross negligeéenc
personal liability or

the "Trust Agreement )),
ercuted and delivered by
t but solely in tne exercise

y conferred upon us as trustee
and except in the case

e or wilful mlsconduct no

personal respon51b111ty is

assumed by or shall at}any time be assented or enforce-

able against us (excep
and 4.02 of the Trust

\
|

t as prov1ded in %ectlons 4.01
Agreement) on account of this

TA-2 ‘
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TS

Agreement or on account of any representation, warranty,
undertaking or agreement made by us herein, either
expressed or implied, all such personal liability, if
any, being expressly waived and released by you and by
all persons claiming by, through or under you.

If the fore901ng is in accordance with your
understandlng, please sign each of the enclosed counter-

parts of this letter in the space provided and return one
counterpart to us.

Very truly yours,

THE CONNECTICUT BANK AND TRUST
COMPANY, not in its individual
capacity but solely as trustee
under the Trust Agreement,

[Corporate Seal] by

Attest: ' ’ Authorized Officer

by

Authorized Officer

ACCEPTED:

MERCANTILE-SAFE DEPOSIT AND
TRUST COMPANY, not in its
individual capacity but
solely as Agent,

by

Assistant Vice President

[Seal]
Attest:

by

Corporate Trust Officer

TA-3



STATE OF CONNECTICUT,)
) S8y

COUNTY OF HARTFORD, ) .

On this daJ

sonally‘appeared

of January 1981,
, to me personally‘

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

Authorized Officer of THE
COMPANY, a Connecticut baJ
seals affixed to the foreg
seal of said Corporation,

and sealed on behalf of sa
its Board of Directors and
cution of the foregoing in
deed of said Corporation.

{
1

[Notarial Seal]

STATE OF MARYLAND,

Nt e

COUNTY OE BALTIMORE,

On this
sonally appeared
known, who, being by me dul
Assistant Vice Pre31dentlof
COMPANY, ‘a Maryland banklng
seals affixed to the forego
seal of said Corporation/, t
sealed on behalf of said' Co
Board of Directors and he a
of the foregoing 1nstrument
said Corporation.

di,ay

[Notarial Seal)

l

lCONNECTICUT BANK AND TRUST

k1ng corpOration,]that one of the
oing instrument 1s the corporate
that said 1nstrument was signed
id Corporation by lauthority of

he acknowledged éhat the exe-

strument was the free act and

i

Notaﬂy Public
|
{

)
)

of January 1981, before me per-

, to|me personally
y sworn, says that he is an
MERCANTILE~SAFE DEPOSIT AND TRUST
corporation, that one of the

ing instrument 1s'the corporate
hat said instrument was signed and
rporation by authority of its
cknowledged that the execution

was the free act‘and deed of
|

|
[
i

Notarf Public

TA-4
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TRANSFER AGREEMENT
ANNEX I*

To Be Selected from
Locomotives Bearing

Quantity Description Road Numbers (Inclusive)

27 GP~-7 Locomotives ' CNW 44314442
CNW 4445
CNW 4447
CNW 4453
CNW 4455
CNW 4459-4461
CNW 4463-4465
CNW 1569
CNW 1591
CNW 1595
CNW 1597
CNW 1625
CNW 1576
CNW 1585

3 GP-9 Locomotives CNW 1733
" CNW 1753
CNW 1765

* Notwithstanding anything herein to the contrary, this
Annex I and the Transfer Agreement to which this Annex I is
annexed ("this Agreement") will only cover -Hulks delivered
by the Lessee and Leasing pursuant to and accepted under the
terms of the Hulk Purchase Agreement. After delivery of
all Hulks covered by this Agreement, this Annex I will be
amended to describe only those Hulks covered by this
Agreement and to designate the particular Railroad- Road
Numbers thereof.

TA-5



EXHIBIT B
. to the
RECONSTRUCTION AND
CONDITIONAL SALE AGREEMENT

[CS&M Ref. 2044-073]

LEASE OF RAILROAD EQUIPMENT
Dated as of December 15, 1980
Between

CHICAGO AND NORTH WESTERN TRANSPORTATION COMPANY,
: Lessee,

and

- THE CONNECTICUT BANK AND TRUST COMPANY,
not in its individual capacity but '
solely as Trustee,

[Covering 30 Reconstructed Locomotives]

‘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
certain institutional investors. The original of this
Lease is held by said Agent.
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LEASE OF RAILROAD EQUIPMENT dated as
of December 15, 1980, between CHICAGO AND
NORTH WESTERN TRANSPORTATION COMPANY, a
Delaware corporation (the "Lessee"), and
THE CONNECTICUT BANK AND TRUST COMPANY, a
Connecticut banking corporation, not in its
individual capacity but solely as trustee
{the "Lessor") under a trust agreement dated
as of the date hereof (the "Trust Agreement“)
with IPCC CAPITAL CORP. (the "Owner").

The Lessee and the Lessor are entering into a
Reconstruction and Conditional Sale Agreement dated as of
the date hereof (the "RCSA") with MERCANTILE-SAFE DEPOSIT
AND TRUST COMPANY, not in its individual capacity but
solely as Agent (said Trust Company, as Agent, together
with the Investors for whom it is acting, being hereinafter
.called the "Vendor™) under a Participation Agreement dated
as of the date hereof (the "Participation Agreement") among
the Lessee, North Western Leasing Company ("Leasing"), the
Owner, International Paper Credit Corporation, the Lessor
and said Investors, wherein the Vendor has agreed to sell
to the Lessor its interest in the railroad equipment _
described in Schedule A thereto (the "Equipment") after it
has been reconstructed (pursuant to the terms of the RCSA)
from the hulks (the "Hulks") delivered to the Lessor
pursuant to a Hulk Purchase Agreement dated as of the date
hereof (the "Hulk Purchase Agreement") among the Lessor,
the Lessee and Leasing.

The Lessee desires to lease such of the units of
the Equipment as are delivered, accepted and settled for
under the RCSA (the "Units"). The Lessor will assign its
interests in this Lease as security to the Vendor pursuant
to an Assignment of Lease and Agreement dated as of the
date hereof {the "Lease Assignment”™) and the Lessee will
consent thereto pursuant to the Consent and Agreement
attached to the Lease Assignment (the "Consent").

In consideration of the agreements hereinafter

set forth, the Lessor hereby leases the Units to the Lessee
upon the following terms and conditions:

Section 1. Delivery and Acceptance of Units.

Subject to the rights of the Owner to inspect the
Hulks and the Equipment as provided in the RCSA, the Lessor

L-1



hereby appoints the Lessee
nated by the Lessee) as!its
tance of the Units pursuant

(and any employee thereof desig-
agent for inspection and accep-
to the RCSA. The Lessor will

cause each Unit to be tendered to the Lessee at the point

or points within the Uniteg
Unit is delivered to the Le

States of America at which such
ssor under the RCSA Upon such

tender, the Lessee will! cause an authorlzed\representatlve
of the Lessee to inspect the same, and if such Unit is

found to be in good order,l
and execute and deliver |to|
acceptance and dellvery'(th

whereupon such Unit shall be deemed to have\been delivered

to and accepted by the Les%
after to all the terms and

.
Section

2.01.

to accept dellvery of such Unit
the Lessor a certificate of-
e "Certificate of Acceptance"),

ee and shall be subject there-
conditions of this Lease.

, i
2. Rental. \

Base Rentals. The Lessee agrees to pay

to the Lessor as rental [for
Lease for the period commen
"Lease Commencement Date“)}

each Unit subject to this
cing January 1, 1982 (the
through January 1, 1994, 24

consecutive semiannual payments, in arrears, payable on

January 1 and July 1 in bac
1982. The first 12 semiann
respect to each Unit shall
- 6.519901% of the Purchase ﬁ
of each such Unit then subj
12 semiannual rental paymen
Unit shall be in an amount
Purchase Price (as defined

then subject to this Lease.

- In addition to th
will pay to the Lessor, the
(i) an amount equal to any

h year, commencing July 1,

ual rental payments with

each be in an amount equal to

rice (as defined in the RCSA)

ect to this Lease, The final

ts with respect to each

equal to 7. 968754% of the

in the RCSA) of each such Unit

e fore901ng rentals, the Lessee
following add1t10nal rentals:

paid by the Lessor pursuant
Paragraph 10 of the Partici

to the first paragraph of
patlon Agreement, {(ii) an amount

equal to any amount requlred to be paid by the Lessor

pursuant to clause (a) of t
10 of the Participation Agr
(reduced by the amount of a
Section 3.04 of the RCSA on
1982, as the case may be) e
be paid by the Lessor pursu
paragraph of Paragraph 10 o
in each case on such date a
such payment. '

he fourth paragraph of Paragraph
eement, and (111)‘an amount

ny interest payment due under
July 1, 1981, or January 1,

qual to any amount required to
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2.02. Rental Adjustments. The Lessee and the
Lessor agree that the rentals payable hereunder and the-
Casualty Value percentages set forth in Schedule C hereto
will be adjusted up or down in the event that (A) any
change in the Internal Revenue Code of 1954 (the "Code"),
the income tax regulations thereunder or published adminis-
trative or judicial interpretations of the Code or such
regulations is enacted, promulgated or adopted on or prior
to the Lease Commencement Date, if such change alters the
tax assumptions defined in Section 15.01 hereof; (B) the
aggregate Reconstruction Cost (as defined in the RCSA) of
the Units is more or less than 76.923% of the aggregate
Purchase Price of the Units or the aggregate CSA Indebted-
ness {as defined in the RCSA) with respect to all Units
is less than 75.2771% of the aggregate Purchase Price of

~all Units; (C) any Closing Date is held on a date other

than the date specified therefor in Schedule B hereto;

(D) the Purchase Price or number of units settled for .

on any Closing Date is different from the Purchase Price

or number of units specified therefor in Schedule B
hereto; (E) any Weighted Average Delivery Date for the
units is earlier or later than the date specified therefor
in Schedule B hereto; or (F) the terms of the CSA Indebt-
edness differ from those set forth in Section 3.04 of the
RCSA or the amounts and allocations of principal and -
interest on the CSA Indebtedness differ from those set
forth in Schedule C to the RCSA. Any such adjustment shall
be effective as of the first rental payment date following
the event giving rise to such adjustment, .and shall be made
in such manner as will result, in the Owner's reasonable
judgment, in preserving for the Owner both the after-

tax rate of return and the after-tax cash flow that ,
would have been realized by the Owner had such event not
occurred, based on the rates of Federal, state and local
taxes on or measured by net income in effect from time to
time and in all other respects based on the assumptions and
methods of calculation utilized by the Owner in originally
evaluating the transaction described in this Lease and
related documents (the "Net Economic Return"). Notwith-
standing the foregoing, the rentals payable and Casualty
Value percentages will never be less than those amounts

and percentages required to enable the Lessor to satisfy
its obligations under the RCSA and to enable the Owner to
satisfy the profit and positive cash flow requirements set
forth in Section 4(6) of Rev. Proc. 75-21, 1975-1 C.B. 715,

-as such requirements may be modified or adjusted as of the

applicable rental payment date. If and to the extent that
any rental reductions that would have become effective
pursuant to subsection (A) above due to a change in the
Investment Credit (as defined in Section 15.01(1) hereof)
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would not be made due to the limitations set forth above
after giving effect to alﬂ other adjustments required by
this Section, then the Owner shall elect, to the extent
permitted by law, pursuant{to Section 48(d) iof the Code and
Section 1.48-4(f) of the income tax regulatlons, to treat
the Lessee as having purchased the maximum number of Units
(reduced to the nearest'whole number) (possession of which
shall have been or willlbe transferred to the Lessee in any
year for which the Lessee' 8 Federal income tax return shall
not yet have been filed) as would be necessary to cause the
Owner's Net Economic Return to be no greater than the Net
Economic Return which the Owner would have realized if it
had been able to adjust: the rentals payable.hereunder
without regard to the 11m1tat10ns set forth.above.

The Owner shall furnlsh the Lesseé and the Vendor
prior to the effective date of any adjustment made pursuant
to this Section with a notlce setting forth iin reasonable
detail the computations and methods used 1n'comput1ng such
adjustment. ;

2.03. Payment on Business Day. ff any of the

rental payment dates refertred to above is not a business
-day, the rental payment otherw1se pavable on{such date
shall be payable on the: next succeeding bu51ness day. The
term "business day" as used herein means any.calendar day,
excluding Saturdays, Sundays and any other day on which
banking institutions in Baltlmore, Maryland;| Hartford,
Connecticut; New York, New|York; or Chlcago,|1111n01s,
authorized or obligated tojremain closed. All payments
under the Lease shall be made by bank wire transfer of
Federal or other 1mmed1ate1y available funds| no later than
11:00 a.m. in the city where such payments are due.

4 - |
This Lease is a| net lease and

are

2.04. Net Lease.

the Lessee's obligation to |
rentals and payments requlr
absolute and unconditional
and the Lessee shall not be
rent, reduction thereof or
but not limited to abatemen
alleged to be due to or by
future claims of the Lessee

1

pay. base rentals and all other
ed under this Lease shall be
under any and alljcircumstances,
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‘reason of any past, present or

against the Lessor under this

Lease or under the RCSA,. or the Vendor or the Owner or

otherwise; nor, except as o
herein, shall this Lease te

ytherwise expressly provided
rminate or the respectlve

obligations of the Lessor qr the Lessee be otherw1se

affected by reason of any 4
‘the Lessor to any of the! Ud
possession or loss of use )

efect in or fallure of title of
its or damage to or loss of
r destruction of all or any of

?
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the Units from whatsoever cause, any liens, encumbrances or
rights of others with respect to any of the Units, any
prohibition of or other restriction against Lessee's use of
all or any of the Units, the taking or requisitioning of
any of the Units by condemnation or otherwise, the inter-
ference with such use by any person or entity, the invalid-
ity or unenforceability or lack of due authorization of
this Lease, any insolvency, bankruptcy, reorganization or
similar proceeding against the Lessee, or for any other
cause whether similar or dissimilar to the foregoing, any
present or future law to the contrary notwithstanding, it
being the intention of the parties hereto that the rents
and other amounts payable by the Lessee hereunder shall
continue to be payable in all events in the manner and at
the times herein provided unless the obligation to pay the
same shall be terminated pursuant to the express provisions
of this Lease. To the extent permitted by applicable 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 the lease of
any of the Units, except in accordance with the express
terms hereof. Each rental or other payment made by the
Lessee hereunder shall be final and the Lessee shall not
seek to recover all or any part of such payment from the
Lessor for any reason whatsoever except as to the amount of
any payment paid by the Lessee which is in excess of the
amount required to be paid by the Lessee pursuant to the
provisions of this Lease.

Section 3. Term of Lease.

_ The term of this Lease as to each Unit shall
begin on the date of the delivery to and acceptance by the
Lessee of such reconstructed Unit and, subject to the
provisions of Sections 6, 9, 12 and 13 hereof, shall
terminate on the date on which the final payment of rent in
respect thereof is due hereunder; provided, however, that .
“all obligations of the Lessee, except for the payment of
rent and the furnishing of annual reports, shall continue
until surrender of the Units in accordance with Section 13
hereof. Nothing in this paragraph shall be deemed to
terminate any obligation or provision of this Lease which
by its terms is stated to survive the final payment of rent
due hereunder.

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
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the Vendor under the RCSA.

If an event of default should

occur under the RCSA, the Vendor may terminate this Lease
(or rescind its termlnatlon), all as prov1ded therein;

provided, however, that :so
exists hereunder; (ii) the
provisions of the Consent;
to apply the Payments (as d
to satisfy the obligations
(notw1thstand1ng any limite
in the RCSA) in accordance
Lease may not be terminated

long as (i) no Event of Default
Lessee is complying with the

and (iii) the Vendor is entitled
efined in the Lease Assignment)
of the Lessor under the RCSA
tion of the Lessor s liability
with the Lease Assignment, this
and  the Lessee shall be

entitled to the rights of possession and use: provided in

Section 11 hereof. }

Section 4. 1Ide
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words "Ownership Subject: to

1

|

. o
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x
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however, that the Lessee may cause the Units to be lettered
with the names or initials or other insignia customarily
used by the Lessee or its affiliates on railroad equipment
used by them of the same or a similar type for convenience
of identification of their rights to use the Units as
permitted under this Lease.

Section 5., Taxes.

5.01. Indemnification by Lessee. The Lessee
agrees for the benefit of the Lessor, the Vendor and the
Owner to pay and on written demand to indemnify and hold
each Indemnitee (which for the purposes of this Section 5
shall mean the Lessor (in both its individual and fiduciary
capacities), the Vendor, the Owner, the Trust Estate (as

defined in the Trust Agreement) and any affiliate of any of

them) harmless from all license and registration fees and
all taxes (including income, gross receipts, franchise,
sales, use, property, stamp and other taxes), assessments,

- levies, imposts, duties, charges or withholdings of any .

nature whatsoever, together with any penalties, additions
to tax, fines or interest thereon (collectively, "taxes,
fees or other charges" or "impositions"), imposed against
any Indemnitee, the Lessee, any Unit or any part thereof by
any Federal, state or local government or taxing authority
in the United States of America or by any taxing authority
or governmental subdivision of a foreign country upon or
with respect to any Unit or any part thereof or upon the
manufacture, purchase, ownership, delivery, leasing,
possession, use, operation, sublease, return or other
disposition thereof or upon the rentals, receipts or
earnings arising therefrom or upon or with respect to this
Lease or any other document contemplated in the Participa-
tion Agreement; excluding, however, (i) United States
Federal income taxes or any other taxes imposed on the
Owner which are, in the reasonable opinion of the Owner,
enacted in direct substitution for, or which relieve the
Owner from the burden of, United States Federal income
taxes, (ii) the aggregate of all state or local taxes
imposed within the United States of America on or measured
by the net income of the Owner based on such receipts,
value added taxes in lieu of such net income taxes and
other taxes which are in the reasonable opinion of the
Owner enacted in direct substitution for, or which relieve
the Owner from the burden of, state and local income
taxes, in each case up to the amount of any such taxes
which would be payable to the state and city in which

the Owner has its principal place of business without
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apportionment to any other state and (iii) any state
franchise tax which is not based on or measured by net
income, other than such tax as may be 1mposed by any taxing
jurisdiction as a result off the use or operatlon of the
Units by the Lessee within| such Jurlsdlctlon and which
would not otherwise be imposed but for such :use or opera-
tion of the Units; furtherlexcludlng, any taxes, fees or
other charges on, based on| or measured by any fees or
compensatlon received by the Lessor for services rendered
in connection with the transactlons contemplated hereby;
further excluding, any taxes, fees or other icharges imposed
on or for the account of any Indemnitee by reason of any
transfer of any interest 1n the Units or the Trust Estate
voluntarily by such Indemnltee while no Event of Default
shall have occurred and: then be continuing; 'Qrov1ded,
however, that there shall not be excluded any taxes, fees
.oxr other charges 1mposed by any jurisdiction on, based on
or measured by net income resultlng dlrectly or indirectly
(whether by inclusion of an item in gross income, dis-
allowance of a credit agalnst tax, dlsallowance of a
deduction for depreciation]or otherwise) from the Lessee's
receipt of any payment by any manufacturer of any component
of any Unit in satlsfactlon of a claim against such manu-
facturer with respect to any Unit under any\warranty or
indemnity provision of anyipurchase agreement. The Lessee
further agrees that any: payment of indemnity hereunder
shall include any amount necessary to hold the Indemnitee
harmless on an after-tax basis from all taxes required to
be paid by such Indemn1tee|w1th respect to such payment of
"indemnity under the laws of any Federal, state or local
governmental or taxing authorlty in the United States of
America or under the laws of any taxing authprlty or
governmental subd1v1s1on of a foreign country, provided,
however, that if any Indemnltee realizes a t'ax benefit by
reason of such payment of 1ndemn1ty (whether' such tax
benefit shall be by means of investment tax credlt depre-
ciation deduction or otherﬁlse), such Indemnltee shall pay
the Lessee an amount equal to the sum of such tax benefit
plus any tax benefit realized as the result of any payment
made pursuant to this proviso, when, as, if and to the
extent realized; provided, |however, that such payment to
the Lessee shall not be made before the Lessee shall have
made all payments of 1n&emn1t1es to such Indemnltee there-
tofore required and then due and payable pursuant to this
Section 5 and no Event of Default (or event which with
notice or lapse of time or |both would constitute an Event
of Default) shall have occurred and be contlnulng and
provided further, however, |that the Indemnitee shall not
be obligated to make any payment pursuant to this sentence’
to the extent that the amount of such payment would exceed
| |
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(x) the amount of all prior payments by the Lessee to the
Indemnitee pursuant to this Section 5 less (y) the amount
of all prior payments by the Indemnitee to the Lessee
pursuant to this sentence, such payment to the Lessee shall
not exceed the amount of the indemnity payment to the
Indemnitee which produced the tax benefit. Each Indemnitee
shall in good faith use reasonable efforts in filing its
tax returns and in dealing with taxing authcrltles to seek
and claim any such tax beneflt.

5.02. Payment. The Lessee shall be under no
obligation to pay any imposition so long as the Lessee is

"contesting such imposition, at its own expense, in its own

name and in good faith and by appropriate legal or adminis-
trative proceedings or so long as the Lessor or the Owner,

as the case may be, is required to contest such imposition

as provided in Section 5.06 hereof, and in any such case

. the nonpayment thereof does not, in the reasonable opinion

of the Lessor and the Vendor, adversely affect the title,

‘property or rights of the Lessor or the Owner hereunder or

the Lessor or the Vendor under the RCSA. If any imposition
shall have been charged or levied against the Lessor or the
Owner directly and paid by such party, the Lessee shall pay
such party on presentation of an invoice therefor if such
party shall have been legally liable with respect thereto
(as evidenced by an opinion of counsel for such party) or
the Lessee shall have approved the payment thereof.

5.03. No Liability After Certain Events. The
Lessee shall not be responsible under this Section for any
tax upon or with respect to any Unit imposed with respect
to any period following the return of such Unit (and after
Lessee has fully complied with Section 13 with respect to
such return) at the end of the term of this Lease or,
except as otherwise specifically provided herein, payment
in full of the Casualty Value for such Unit in accordance
with the provisions hereof.

5.04. Indemnification Pursuant to RCSA. 1In the
event that the Lessor shall become obligated to make any
payment to the Vendor pursuant to Article 5 of the RCSA not
covered by Section 5.01 hereof, the Lessee shall pay such
additional amounts (which shall also be deemed taxes, fees
or other charges hereunder) to the Lessor as will enable
the Lessor to fulfill completely its obligations pursuant
to said Article 5; provided, however, that the Lessor shall
have contested such imposition in good faith to the extent
required under Section 5.06 hereof and to the extent per-
mitted under the RCSA. »
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5.05. Reports. | In the event any reports with
regard to taxes, fees or other charges are required to be
made on the basis of individual Units or otherwise, the
Lessee will, where permlttEd to do so under'appllcable
rules or regulations, make| and timely file such reports in
such manner as to show the interest of the Lessor and the
Vendor in the Units as shall be satlsfactory to the Lessor
and the Vendor or, where not so permitted, will notify the
Lessor and the Vendor of such requirement and will prepare
and deliver such reports to the Lessor and qhe Vendor
within a reasonable time prlor to the time such reports
are to be filed in such\manner as shall be satisfactory to
the Lessor and the Vendor. i

5.06. Contest by Owner or Lessor.: If a claim
is made against the Owner or Lessor for any imposition
indemnified against under this Section 5, such party shall
promptly notify the Lesseel If reasonably r%quested by the
Lessee in writing and sq 1ong as the Lessee is prohibited
or impaired from doing so 1n its own name, such indemnified
party shall, upon recelpt of indemnity satlsfactory to it
for all costs, expenses,| losses, legal and accountants
fees and dlsbursements,1pena1t1es, fines, addltlons to tax
and interest, and at the expense of the Lessee, contest in
good faith the validity,, appllcablllty or amount of such
imposition by (a) re31st1ng payment thereof, Ilf legally
perm1531ble, (b) paying the same only under protest, if
protest is necessary andiproper, and (c) if payment is
made,.u51ng reasonable efforts to obtain a refund thereof
in appropriate administrative or judicial proceedlnqs, or
both. If such indemnified |party shall obtaln a refund of
all or any part of such imposition prev1ously reimbursed
by the Lessee in connectlon with any such contest or of an
amount representing 1nterest thereon appllcable to the
amount paid by the Lessee for the period from such payment,
such indemnified party shalll pay to the Lessee the amount
of such refund and/or 1nteqest, net of expense, but only if
no Event of Default or event which with not1ce or lapse of
time or both would constltute an Event of Default shall
have occurred and be contlnulng.

5.07. Surv1val of Obligations. 1In the event
that the Lessee becomes 11able for the payment or reimburse-
ment of any taxes, fees or other charges pursuant to this
~Section 5 during the continuance of this Lease, such
liability shall contlnue, notw1thstand1ng the expiration
of this Lease, until allisuch taxes, fees orfother charges

are paid or reimbursed by the Lessee. ' *

5.08. Evidence of Compliance. The Lessee shall,

P .
i
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whenever reasonably requested by the Lessor, submit to the
Lessor copies of returns, statements, reports, billings and
remittances or furnish other evidence satifactory to the
Lessor of the Lessee's performance of its duties under this
Section 5. The Lessee shall also furnish promptly upon
request such data as the Lessor reasonably may require to
permit the Lessor's compliance with the requirements of
taxing jurisdictions, including but not limited to infor-
mation relating to the use of any Unit or Units outside

the United States of America. :

5.09. Ad Valorem Returns. The parties hereto
acknowledge that the Units become a part of the mass of
property used by the Lessee in its operations as a common
carrier by rail. Consequently, the parties agree that
the Lessee shall include the Units in the ad valorem tax
returns to be filed by the Lessee in the applicable states
or localities and that neither the Vendor nor the Lessor
shall include the Units in any ad valorem tax returns '
filed by them in such states or localities. S

5.10. Gross-Up. The amount which the Lessee’
shall be required to pay with respect to any Imposition
which is subject to indemnification under this Section 5
shall be an amount sufficient to restore the Lessor to the
same after-tax rate of return and after-tax cash position,
after considering the effect of such payment and such
imposition on its United States Federal income taxes
and state and local income taxes or franchise taxes based
on net income, that the Lessor would have had or been in
had such imposition not been imposed.

5.11. No Guarantee by Lessee. The foregoing
indemnities by the Lessee shall not constitute a guarantee
by the Lessee or any subsidiary or affiliated corporation
of the Lessee of the principal of or interest on the CSA
Indebtedness or a guarantee of the residual value of any
Unit.

Section 6. Maintenance; Casualty Occurrences; Insurance.

6.01. Maintenance. The Lessee, at its own cost
and expense, will maintain and keep each Unit subject to
this Lease (a) in good operating order, repair and condi-
tion, ordinary wear and tear excepted, (b) to a standard
at least equal to the standard and frequency of maintenance
performed on other similar locomotives owned or leased by
it, and (c) in accordance with applicable laws and regula—
tlons as provided in Section 8.02 hereof.
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6.02, Casuaity Occurrences. In the event that
any Unit shall suffer an Economic Casualtyl(as hereinafter
defined), or any Unit shall be or become worn out, lost,
stolen, destroyed or,jinlthe good faith and reasonable
opinion of the Lessee, iirreparably damagedﬁ or remains in
an inoperable condition. fbr a period of six months, from
any cause whatsoever, or taken or requlslt%oned by condemna-
tion or otherwise by the Unlted States Government for a
period which shall exceed the then remalnlng term of this
Lease or by any other governmental entity resulting in
loss of possession by the Lessee for a perlod of 90
consecutive days or untilithe end of the term of this
Lease (each such occurrence, including an Economic Casualty
(as hereinafter defined),|is called a "Casualty Occur-
rence”) prior to the return of such Unit in the manner set
forth in Section 13 hereof and the explratlon of the
storage period provided thereln, the Lessee shall, within
30 days after it shall‘haye determined that| such Un1t has
suffered a Casualty Occurrence, fully notify the Lessor
and the Vendor in writing|with respect thereto. Notwith-
standing any such Casualty Occurrence, the Lessee shall
"‘continue making all payments provided for in this Lease in
respect of such Unit to and including the rental payment
date listed in Schedule Cghereto next succeedlng such
‘notlce (the "Casualty Payment Date"). On the Casualty
~Payment Date the Lessee shall pay to the Lessor the base
rentals and all other amounts then due and payable here-
under and the Casualty yalue (as herelnafteF defined) of - _
such Unit as of the date of such payment in: accordance with
Schedule C hereto. Upon the making of all such payments by
the Lessee in respect of any Unit, the rental for such Unit
shall thereafter cease to accrue, the term of this Lease as
to such Unit shall termlnate and (except in!the case of the
loss, theft or complete.destructlon of such[Unlt) the
Lessor shall be entltled to recover possession of such
Unit, and, subject to the next succeeding sentence, the
Lessee shall pay all costs, if any, of removal of such
Unit. The Lessor hereby app01nts the Lessee its agent to
dispose of any Unit suffeflng a Casualty Occurrence or any
component thereof at the best prlce obtainable under the
circumstances on an "as is, where 15, and w1th all faults"
basis in accordance with uhe Lessee's normal procedures;
provided, however, that, except in the caselof the loss,
theft or complete destrucilon of such unit, {the Lessee
shall give notice of such tasualty Occurrence to the Lessor
and the Lessor may revoke such appointment upon written
notice received by the Lessee within 15 days after the date
of the notice given by thﬂ Lessee to the Lessor, in which
case the Lessor shall itself promptly dispose of such Unit
or Units. Provided that the Lessee has prev1ously paid the

i

l
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Casualty Value to the Lessor, the Lessee shall be entitled
to the net proceeds of such disposition after deductions
of any cost or expense incurred in disposing of such Unit
to the extent they do not exceed the Casualty Value of
such Unit, and shall pay any excess to the Lessor.

An "Economic Casualty" with respect to any Unit
shall have occurred when,

(i) the Lessee in its reasonable judgment has
determined that (a) such Unit has become obsolete or
surplus to the Lessee's requirements or (b) a change
in Applicable Laws (as hereinafter defined) makes it

~unreasonable to continue to use the Unit and, in the
case of either (a) or (b), the Lessee has delivered

to the Lessor a certificate signed by its Chairman of
the Board, its President or one of its Vice Presidents
to the effect that such Unit is surplus or obsolete
and declaring an Economic Casualty with respect to
such Unit; and

(ii) the Lessee has obtained from the Vendor and.
from each person holding an interest in the CSA =~
Indebtedness (as defined in the RSCA), a written -
consent to the Lessee's declaration of an Economic
Casualty, it being understood that such consents may
be withheld by the Vendor (or any such person) for any
reason, or on any basis, whatsoever; :

provided, however, that any Unit which is the subject of
such an Economic Casualty must be in the same condition as
if being returned pursuant to Section 13 hereof (except
that in the case of clause (i)(b) above, no replacement,
modification or addition required by any change in Applic-
able Laws referred to in such clause shall be required);
and provided further that the Casualty Payment Date follow-
ing the Lessee's satisfaction of conditions (i) and (ii) of
this paragraph occurs during the original term of this
Lease but at least seven years after the Lease Commencement
Date; and provided further that on such date no event of
Default under this Lease or event of default under the RSCA
(or event which after lapse of time or notice or both would
become an Event of Default under this Lease or an event of
default under the RSCA}) shall have occurred and be con-
tinuing.

6.03. Casualty Value. The Casualty Value of
each Unit as of the payment date on which payment is to be
made as aforesaid shall be an amount equal to the percen-
tage of the Purchase Price of such Unit as is set forth 'in
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6.05,. Lessee}to

the Lessee w1th1n 15 days after
en by the Lessee to the Lessor.
as previously pald the Casualty
essee shall be entltled to the
(after deduction of any costs or
h Unit) and all payments made

r the account of the Lessee

§s or destruction .of such Unit,
exceed the Casualty Value of

ny excess to the Qessor.

Bear Risk of Loss. Except as

provided above in this Sec

tion 6, the Lessee shall not be

released from its obllgatlons hereunder in the event of

any Casualty Occurrence to{ any Unit after dellvery to and
acceptance thereof by the Lessee hereunder and shall bear
the responsibility for and|risk of the same.
The Lessee will, at all times

6.06. Insurancel

while this Lease is in effect, at its own expense, cause to

be carried and maintained
of the Units at the time s
that the Lessee may self-i
it self-insures equipment

: |
extent such self-insurance|

industry practice, and (b)

(a) property insuriance in respect'
ubject hereto; provided, however,
nsure such Units to the extent
similar to the Unﬂts and to the
is consistent with customary
public 1iability;insurance with

)
«
)
|
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respect to third-party personal and property damage, in
each case in such amounts and for such risks and with such
insurance companies as are consistent with customary -
industry practice, but in any event at least comparable to
insurance coverage carried by the Lessee in respect of
similar equipment owned or leased by it. The Lessee hereby
transfers and assigns to the Lessor and the Vendor, as ‘
their interests may appear, all right, title and interest
in and to any insurance proceeds paid under any policy of
property insurance to the extent such proceeds relate to
the Units; provided, however, that so long as no Event of
Default shall have occurred hereunder and the Lessee shall
have made payment of the Casualty Values and accrued
rentals in respect of such Units, the Lessee shall be
entitled to retain an amount equal to such Casualty Values
prlus expenses incurred by it in connection with such damage
to the Units. Any policies of insurance carried in accor-
dance with this paragraph shall (i) requlre 30 days'. prior
notice of cancelation or material change in coverage to the
Lessor and the Vendor and (ii) name the Lessor and the.
Vendor as additional named insureds and loss payees as .
their respective interests may appear. Prior to the first
date of delivery of any Unit pursuant to the RCSA, and .
thereafter not less than 15 days prior to the expiration
dates of the expiring policies theretofore delivered
pursuant to this Section 6, the Lessee shall deliver to the
Lessor evidence satisfactory to the Lessor of the insurance
required to be maintained pursuant to this Section 6. The:

-Lessee shall promptly notify the Lessor and the Vendor of

any material change in the insurance malntalned in accor-
dance with this Sectlon.

In the event that the Lessee shall fail to main-
tain insurance as herein provided, the Lessor may at its
option provide such insurance (giving the Lessee prompt
written notice thereof) and in such event the Lessee
shall, upon demand from time to time, reimburse the Lessor
for the cost thereof, together with interest thereon at
the rate set forth in Section 16 hereof.

Section 7. Reports.

On or before May 31 in each year, commenciﬁg with
the year 1982, the Lessee will cause to be furnished to the
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Lessor, the Owner and the
of the preceding December
description and numbers o
hereunder or covered by t
Casualty Occurrence durln
since the date of this, 'Le
statement) and (c) then u
runnlng repalrs) or then

repairs,
the condition and state o
Lessor or the Vendor may

Vendor an accuraﬂe statement as
31 (A) showing the amount,

f all Units (a) then leased

he RCSA, (b) that]have suffered a
g the preceding 12 months (or

ase in the case of the first such
nder901ng repairs i (other than
w1thdrawn from use pending such

and setting forth such other 1nformat10n regarding

' repair of the Unlts as the
reasonably request, and stating

‘that in the case of all Units repainted or repaired during

the period covered by suc

h statement, the marklngs required

by Section 4 hereof havelbeen preserved or'replaced and (B)

describing all major nonr
or 1mprovements to any. Un

months (or since the date
first such statement).| T
(but not the obligation),
expense, by its authoriz%
Units and the Lessee's| re

ing those relating to any,

" United States of Amerlca)

Lessor may request durlng

F

emovable addltlons, modifications
it made during the preceding 12
of this Lease 1nrthe case of the
he Lessor shall have the right

at its sole costl risk and
d representatives, to inspect the
cords with respect thereto (includ-
use of the Unitsioutside the

at such reasonable times as the
the continuance of this Lease.

. 4

|
{

Section 8. Warranties; Compliance witthpplicabie
Laws;: Indemnification.
| |
8.01. No Warranties by Lessor. |THE LESSOR AND

OWNER MAKE NO WARRANTY»OR
IMPLIED, AS TO THE DESIGN
OF THE MATERIAL, EQUIPMEB
DELIVERED TO THE LESSEE H
‘MAKE NO WARRANTY OF MERCP
FOR ANY PARTICULAR PURPOc
‘ANY COMPONENT THEREOF OR
WARRANTY, EXPRESS OR IMPL
EITHER UPON DELIVERY THER
being agreed that all\suc
the Lessee, are to be bor
shall have no respon51b11
any other person w1th‘res
damage caused or alleged

rectly by any Units or by
ciency or defect there1n|
connection therewith; (11
.mance of any Units or,any
interruption of service,
profits or consequential

REPRESENTATION,
OR CONDITION OF
T OR WORKMANSHIP IN THE UNITS
EREUNDER, AND THE| LESSOR AND OWNER
ANTABILITY OR FITNESS OF THE UNITS
E OR AS TO TITLE TO THE UNITS OR
ANY OTHER REPRESENTATION OR
IED, WITH RESPECT'TO ANY UNIT,
EOF TO THE LESSEE|OR OTHERWISE, it
h risks, as between the Lessor and
ne by the Lessee.‘!The Lessor
ity or liability to the Lessee or
pect to (i) any 11ab111ty, loss or
to be caused dlrectly or indi-
any. inadequacy thereof or defi-
or by any other curcumstances in
) the use, operatlon or perfor-
risks relating thereto; (iii) any
loss of business or anticipated
damages; or (iv) the delivery,

f
|

EITHER EXPRESS OR
OR AS TO QUALITY
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operation, servicing, maintenance, repair, improvement or
replacement of any Units. The Lessee's delivery of a
Certificate of Acceptance shall be conclusive evidence as
between the Lessee and the Lessor that all 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.

8.02. Compliance with Applicable Laws. . The
Lessee agrees, for the benefit of the Lessor and the Vendor,
to comply in all respects (including without limitation
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 Railroads and with all law-
ful 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, use or
condition of the Units (the "Applicable Laws"), and in the
event that, prior to the expiration of this Lease or any
renewal thereof or the return of all the Units as provided
in Section 10 or 13 hereof (not including any storage
period provided for in Section 13), any Applicable Law
requires any replacement, modification or addition of or to
any part of any Unit, the Lessee will conform therewith at
its own expense; provided, however, that the Lessee may at
its own expense, in good faith, contest the validity or
application of any Applicable Law in any reasonable manner
which does not, in the reasonable opinion of the Lessee,
adversely affect the property or rights of the Lessor or-
the Vendor under this Lease or the RCSA. The Lessee, at
its own cost and expense, may furnish other additions,
modifications and improvements to the Units during the term
of this Lease (which shall be owned by the Lessee unless
they are required by any Applicable Law) provided that such
additions, modifications and improvements are readily
removable without causing material ‘damage to the Units. 1In
addition, the Lessee may make nonremovable additions,
modifications or improvements, whether or not required by
law, to any Unit (which shall be owned by the Lessor)
without the consent of the Lessor; provided, however, that
such additions, modifications or improvements, when con-
sidered with all other nonremovable additions, modifica-
tions or improvements previously made by the Lessee to the
Unit without the consent of the Lessor, will not diminish
the intended operating use or remarketability of the Units.
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8.03. Indemnification by Lessee.‘ The Lessee
agrees to 1ndemn1fy, protect and hold harmless the Lessor
(individually and in its fliduciary capacity), the Owner and
the Vendor from and againsit all losses, expenses, damages,
injuries, liabilities, clalms and demands whatsoever,
regardless of the cause thereof and expenses in connection
therewith, including but not 11m1ted to counsel fees and
expenses, patent llabllltﬁes, penalties andjinterest,
arising out of or as a result of (i) the enterlng into or
the performance of the RCSA, the Part1c1pat10n Agreement,
the Hulk Purchase Agreement, this Lease or any sublease or
any -of the instruments or jagreements referred to therein

or herein or contemplated jthereby or hereby‘or the occur-
rence of a default, an ievent of default or an Event of
Default under any of such]documents, (ii) the ownership

of any Hulk or any Unit, (111) the ordering, acquisition,
use, operation, malntenance, condition, reconstruction,
purchase, delivery, rejectlon, storage or return of any
Hulk or any Unit, (iv) an§ accident in connectlon with

the operatlon, use, condltlon, reconstructlon, posses31on,
storage or return of any Hulk or any Unit resulting in
damage to property or 1njury or death to any person, except
as otherwise provided in Sectlon 13 of this Lease, includ-
ing without limitation any claim based upon the doctrines

- of product liability or strict or absolute,llablllty in
tort or by statute 1mposed, or (v) the transfer by the

. Vendor of its interests 1n the Equipment pursuant to any
provision of the RCSA except (unless an Event of Default
hereunder shall have occurred) those caused by the gross
negligence or wilful mlsconduct of the Lessor or the

Owner. The Lessor agrees| to give the Lessee written notice

of any claim or liability
under promptly upon an'of
trust department of the L

knowledge thereof. The il

Section shall continue in

to be 1ndemn1f1ed against here-
ficer or employee in the corporate
essor having recelved actual
ndemnities arlslng under this

full force and effect notwith-

standing the delivery of
and '‘performance of alll ob

ithe Equipment or the full payment

ligations under this Lease and the

Hulk Purchase Agreement or the expiration or termination of
the term of this Lease and the Hulk Purchase Agreement;

provided, however, that the foregoing 1ndemn1f1cat10n shall
not apply to any failure [of payment of any,of the principal

of or interest on the pSA
Section 8.03 shall const1
the principal of or 1dter
guarantee of the re51dual
- the Lessee shall be requi
its obligations under thi
to the indemnified party

to the same position (aft

!

Indebtedness. Nothing in this
tute a guarantee by the Lessee of
est on the CSA Indebtedness or a

value of any Unit. The amount
red to pay with respect to any of
s Section shall include a payment
sufficient to restore such party
er considering the effect of such

<
!
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payment on its United States Federal income taxes and state
and local income taxes or franchise taxes based on net
income)} that the indemnified party would have been in had
the liability or expense indemnified against not been
incurred.

8.04. No Modification of Indemnities. The indem-
nities made by the Lessee in this Section 8 shall not be
modified, abated, postponed or in any other way diminished
or reduced as a consequence of any action or inaction of
the Owner in connection with, relating to or arising out
of the rights (whether or not exercised) of any such party
to inspect or approve the reconstruction to be performed
by the Lessee pursuant to the RCSA. 1In addition to the
agreements contained elsewhere in this Section 8, said
indemnities shall in all events extend to and apply to any
allegation against any indemnified party that it has been
negligent, either actively or passively, or is quilty of
a breach of other duty (including without limitation any
breach of warranty or breach of contract) to anyone.

8.05. Preparation of Reports. The Lessee agrees
to prepare and deliver to the Lessor within a reasonable
time prior to the required date of filing (or, to the '
extent permissible, file on behalf of the Lessor) any and
all reports (other than income tax returns) to be filed by
the Lessor with any regulatory authority by reason of the
ownership by the Lessor or the Vendor of the Units or the
leasing thereof to the Lessee. > '

Section 9. Default.

9.01. Events of Default. If during the continu-
ance of this Lease any of the following events (an "Event of
Default") shall occur to wit: :

(a) default shall be made in the payment of*any
monetary obligation hereunder, including, without
limitation, any amount provided for in Section 2.01,
6.02 or 12.01 hereof, and such default shall continue
for 7 days;

(b) the Lessee shall make or permit any unautho-
rized assignment or transfer of this Lease or any
interest therein or of the right to possession of any
Unit and shall fail or refuse to cause such assignment
or transfer to be canceled and to recover possession of
such Unit within 30 days after written notice from the
Lessor or the Vendor to the Lessee demanding the same;
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_ (c) default shall be made in the observance or
performance. of any'other covenant, condltlon and
.agreement on the partiof the Lessee contalned herein
‘'or in the Part1c1pat10n Agreement and the Consent, and
~ such default shall continue for 30 days|after written
‘notice from the Lessor or the Vendor to; the Lessee
'specifying the default and demanding that the same be
.remedied;

! )

(d) a petltlon 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, unlessysuch petition shall have been
dismissed, nullified,|stayed or otherw1se rendered
1neffect1ve (but then lonly so long as such stay shall
continue in force or such ineffectiveness shall
continue), all the obligations of the Lessee under
. this Lease and the Consent shall not have been and
- shall not continue to|be duly assumed un writing,

. pursuant to a court order or decree, by a trustee or
trustees appointed:in|such proceedings :in such manner
that such obllgatlons shall have the same - status as
expenses of admlnlstratlon and obllgatlons incurred
by such trustee or, trustees, or in accordance with
the provisions of 11 U.S.C. § 1168, within 60 days

.after the filing of shch petition; !

\

(e) any other | proceedlngs shall be commenced by
or against the Lessee] for .any relief whlch includes _
or might result in;any modification of the obligations
of the Lessee under thlS Lease, the- Partlclpatlon
- Agreement or the Consent under any bankruptcy or
. insolvency laws or: laws relating to the relief of

debtors, readjustments of 1ndebtedness, reorganiza-
tions, arrangements, Fomp051tlons or entens1ons (other
than a law which does not permit any readjustments of
. such obllgatlons), anp unless such proceedlngs shall
have been dlsmlssed, pulllfled stayed 'or otherwise
rendered 1neffect1veh(but then only so| long as such
‘'stay shall contlnue in force or such 1neffect1veness
shall continue), all such obligations shall not have
. been and shall not; continue to be duly assumed in
writing, pursuant toia court order or decree, by a
" trustee or trustees or receiver or recelvers app01nted
for the Lessee or for the property of the Lessee in
connection with any such proceedings 1n such manner

" that such obligations shall have the same status as

expenses of admlnlstnatlon and obllgatlons incurred
by such a trustee or trustees or recelver or receivers,

! i
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within 60 days after such_proceedings shali have been
commenced; or

(f) any of the Lessee's representations or warran-
ties made in the Participation Agreement, herein or in
any statement or certificate at any time given in
writing pursuant hereto or thereto or in connection
herewith or therewith proves to be false or misleading
in any material respect as of the date of issuance or
making thereof;:

then, in any such case, the Lessor, at its option, mayé

(A) proceed by appropriate court action, either
at law or in equity, to enforce performance by the
Lessee of the applicable covenants of this Lease or
to recover damages for the breach thereof, including
amounts sufficient to restore the Owner to the same
after-tax rate of return and after-tax cash posi-
tion (after considering the effect of the receipt
of such damages and amounts on their United States
Federal income tax and state and local taxes or
franchise taxes based on net income) that the. Owner
would have realized or would have been in had such
breach not occurred; 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 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 or employees enter upon the premises
where any of the Units may be and take possession of
all or any of such Units and thenceforth possess, sell,
operate, lease to others and use the same free from any
right of the Lessee or its 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 therefrom; 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 a
bargain and not as a penalty, whichever of the
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following amounts the Lessor, in its sole discretion,
shall specify: (x) aj{sum, with respect to each Unit,
equal to the excess/ of the present value at the time
of such termination of the entire unpald balance of
all rental for such Unit which would otherwise have
accrued hereunder from the date of such;termination
to the end of the terﬁ of this Lease as to such Unit
over the then present value of the rental which the
Lessor reasonably estimates to be obtalnable for the
Unit durlng such perlcd (such present value to be
computed in each case on the basis of aj10% per annum
discount, compounded semiannually from the respective
dates upon which rentals would have been payable
hereunder had thls*Lease not been termlnated), or
(y) an amount equar to the excess, if any, of the
Casualty Value as of the rental payment!date on or
next preceding the /date of termination over the
amount the Lessor reasonably estimates to be the
net proceeds reallzable upon the sale of such Unit at
such time; provided, however, that in the event the
Lessor shall have sold any Unit, the Lessee shall, if
the Lessor shall so elect, pay the Lessor on the date
of such sale (in addltlon to the amounts payable
pursuant to Sections 5 and 8 hereof) 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 Unlt as of the rental payment date on
or next preceding the{date of termination over the
net proceeds of such sale, in lieu of gaylng any
amounts payable to’the Lessor by the Leree pursuant
to the preceding clauses (x) and (y) of this part (B)
with respect to such Unit.

l

In addltlon, the Lessee shall be liable, except as otherwise
provided above, for any: and all unpald amoun'ts due hereunder
before, during or after’the exercise of any of the fore-
going remedies and for alljreasonable attorneys' fees and
other costs. and expenses 1ncurred by reason of the occur-
rence of any Event of Default or the exercise of the
Lessor's remedies with respect thereto, including all
"costs and expenses incurred in connection wﬂth the return
or disposition of any Un1t§
9.02. Lessor! M;y Act for Lessee.| Should the
Lessee fail to make any' payment or to do any act as provided
by this Lease, the Lessor shall have the right (but not the
obligation), without notlce to the Lessee of its intention
to do so and without relea51ng the Lessee from any obliga-
tion hereunder to make or to do the same, tq make advances
to preserve the Equipment or the Lessor's title thereto,

|
'
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and to pay, purchase, contest or 'compromise any insurance
premium, encumbrance, charge, tax, lien or other sum which
in the judgment of the Lessor appears to affect the Equip-
ment, and in exercising any such rights, the Lessor may
insure any liability and expend whatever amounts in its
absolute discretion it may deem necessary therefor. Aall
sums so incurred or expended by the Lessor shall be due

and pavable by the Lessee within 10 days of notice thereof,

together with interest thereon from the date of expenditure
at 15~1/2% per annum to the extent legally enforceable.

9.03. Remedies Not Exclusive. The remedies in
this Lease provided in favor of the Lessor shall not be
deemed exclusive, but shall be cumulative, and shall be in
addition 'to all other remedies in its favor existing at
law or in equity. The Lessee hereby waives any mandatory
requirements 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. ' -

9.04. No Waiver, The failure of the Lessor to
exercise the rights granted it hereunder upon the occur-
rence of any of the contingencies set forth herein shall
not constitute a waiver of any such right upon the contin-
uation or recurrence of any such contingencies or similar
contingencies.

Section 10. Return of Units upon Default.

If this Lease shall terminate pursuant to Sec-
tion 9 hereof, the Lessee shall forthwith deliver posses-
sion of the Units to the Lessor. Each Unit so delivered
shall be in the same operating order, repair and condition
as when originally delivered to the Lessee, reasonable wear
and tear excepted. For the purpose of delivering posses-
sion of any Unit or Units to the Lessor as above required,
the Lessee shall at its own cost, expense and risk:

(a) forthwith and in the usual manner (including
without limitation giving prompt telegraphic and -
written notice to the Association of American Rail-
roads and all railroads to which any Unit or Units
have been interchanged tc return the Unit or Units so
interchanged) place such Units upon such storage
tracks of the Lessee or its afflllates as the Lessor
reasonably may de31gnate‘
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(b) permit the LLSSOt to store such Units on
" such tracks at the; risk of the Lessee ﬂlthout charge
for insurance, rent or storage until such Units have
been sold, leased or Otherwise dlsposed of by the
Lessor; and ! : |
. r o :

(c) transport the same to any pla&e on the lines
of railroad operated by it or any of its affiliates
or to any connecting carrier for shlpment, all as
directed by the Lessor.

‘ ‘
The assembling, delivery, storage and transportlng of the
Units as hereinbefore prov1ded 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 competent
jurisdiction, the Lessor shall be entitled to a decree
"against the Lessee requlrlng specific performance thereof.
During any storage period,} the .Lessee will, jat its own cost
- and expense, insure, maintain and keep the Equipment in
good order and repair and will permit the Leéssor or any
person designated by it, including the authorized represen-
tative or representatives of any prospectlve purchaser of
any such Un1t, to 1nspectI

the same. i

The Lessee hereby waives any and all claims
against the Vendor or the Lessor and their agents for
damages of whatever nature in connection with any retaking
of the Units in any reasonable manner. }

|

All amounts earned in respect of the Units after
an Event of Default hasfoccurred hereunder shall belong to
the Lessor and if received by the Lessee shall be oromptly
turned over to the Lessor. In the event any Unit is not
assembled, delivered and stored, as herelnabove 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 wh1ch .04427% of
the Purchase Price of such Unit exceeds the'actual earnings
recelved by the Lessor on such Unit for each such day.

Without in any way limiting the obllgatlon of the
Lessee under this Section {10, the Lessee hereby irrevocably
appoints the Lessor as the agent and attorney-ln—fact of
the Lessee, with full power and authority, at any time
while the Lessee is obllgated to deliver posse551on of any
Unit to the Lessor, to demand and take posse551on of such
Unit in the name and on behalf of the Lessee from whomsoever

shall be in possess1on‘of such Unit at the t1me.

i
l
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Section 11. Assignment; PossesSsion and Use.

11.01. A531gnment by Lessor. 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
rights of the Lessor hereunder (including but not limited
to the rights under Sections 5, 6, 8 and 9 and the rights
to receive the rentals and Casualty Value payments payable
under this Lease) shall inure to the benefit of the Vendor
as assignee under the Lease Assignment in the manner and to
the extent thereln prov1ded.

‘ 11.02. Discharge of Liens. The Lessee, at its
own expense, will promptly discharge or cause to be duly
discharged any and all sums claimed by any party which if
unpaid might become a lien, charge, security interest or
other encumbrance (other than an encumbrance created by
the Lessor or the Vendor after the date hereof or resulting
from claims against the Lessor or 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 lien,
charge, security interest or other encumbrance which arises.
This covenant will not be deemed breached by reason of
liens for taxes, assessments or governmental charges or
levies, in each case not due and delinquent, or undeter-
mined or inchoate materialmen's, mechanics', workmen's,
repairmen's or other like liens arising in the ordinary
course of business and, in each case, not delinguent; and,
furthermore, the Lessee shall be under no obligation to
discharge any such lien, charge, security interest or
encumbrance so long as it is contesting the same in good
faith and by appropriate legal proceedings and the failure
to discharge the same does not, in the opinion of the
Lessor and the Vendor, adversely affect the title, property
or rights of the Lessor hereunder or the Vendor under the
RCSA.

11.03. Possession and Use; Sublease. Subject to
the terms of this Lease, the Lessee shall be entitled to
the possession and use of the Units by it or any affiliate
upon lines of railroad owned or operated by it or any such
affiliate or upon the lines of railroad over which the
Lessee or any such affiliate has trackage or other operating
rights or over which railroad equipment of the Lessee or
any such affiliate is regularly operated pursuant to
contract, or in through or run-through service, and also to
permit the use of the Units upon connecting and other
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carriers in the usual 1nterchange of trafflc and equipment,
and to assign its rights to the Units or to 'sublease the
Units to any of its afflllates, but only upon and subject
to all the terms and condltions of this Lease (including
Section 11.05 hereof) and {the RCSA. The Lessee may receive
and retain compensation for such use from other railroads
so using any of the Units. The Lessee may also sublease
the Units to respon51ble railroad sublessees for periods of
up to six months w1thout the prior consent of the Lessor;
provided, however, that[such sublease shall’  expressly be
subject and subordinate! to this Lease and the Lessee shall.
remain primarily liable fdr all obligations!to be fulfilled
by it hereunder. Everylsuch sublease shall|be subject to
the rights and remedles‘of the Vendor under, the RCSA and
the Lessor under this Lease in respect of the Units covered
by such sublease upon the|occurrence of an event of default
or Event of Default the&eunder or hereunder. The Lessee
shall provide the Lessor and the Owner with notice and,

upon request, with copres]of any sublease or assignment of
any of the Units within 15 days after such sublease or
assignment becomes effectlve. The Lessee shall not,

. without the prior wrltﬁen consent of the Lessor and the

- Vendor, allow any Unit to|pass out of its possession or
control, except to the extent permitted by this Section.

No sublease under thls’Sectlon shall extendlbeyond the
original term or any extended term of this Lease.

11.04. No Restrlctlon of Transfer upon Merger.
'Nothlng in this Section 11 shall be deemed to restrict the
right of the Lessee tOwas31gn or transfer 1ts leasehold
interest under this Lease]in the Units or possession of the
Units to any railroad corporatlon 1ncorpor5ted under the
" laws of any state of the Unlted States of America or the
District of Columbia (whlch shall have dulw assumed the
obligations of the Lessee hereunder and under the Consent)
into or with which the 'Lessee shall have become merged or
consolidated or which shall have acquired or leased all or
substantially all the railroad properties of the Lessee;
provided that such assignee, lessee or transferee will not
upon the effectiveness§of such merger, consolldatlon, lease -
or acquisition be in default under any provision of this
Lease and that such acqu151t10n or lease shall not alter
in any way the Lessee's obllgatlon to the Lessor hereunder
which shall be and remalnjthose of a pr1nc1pal and not a
surety; and provided further, however, that the net worth
of such assignee, lessee or transferee, after giving effect
~to such merger or consolidation, shall be at least equal
to the net worth of the Lessee at the time: of such merger,
consolidation, lease or acqulsltlon.
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11.05. Operation Outside United States. The
Lessee agrees that during the term of this Lease it will
not assign any Unit to service involving the regular opera-
tion and maintenance thereof outside the United States of
America.

Section 12. Renewal Options; Duty to First Offer.

12.01. Renewal Options. Provided that this Lease
has not been earlier terminated and the Lessee is not in
default hereunder, the Lessee may by written notice deliv-
ered to the Lessor not less than 180 days prior to the end
of the original term or the first, second or third extended
term of this Lease, elect to extend such original or any
first, second or third extended term of this Lease, as the

- case may be, in respect of all but not less than all the

Units then subject to this Lease for an additional two-year
period commencing on the scheduled explratlon of such
original or extended term.

Each such extended term of the Lease shall be on
the same terms and conditions as are contained in the Lease,
except that (x) the amount of each rental payment shall be
the Fair Market Rental (as hereinafter defined), -payable,
in arrears, in semiannual payments on the day such rentals
were payable for the Units in each vear of the original
term and (y) the Casualty Value of each Unit on the first
day of such extended term shall be equal to the greater of
20% of the Purchase Price of such Unit or the Fair Market
Value (as hereinafter defined) of such Unit on such date
and thereafter such Casualty Value shall be reduced on a
straight-line basis over the estimated remaining useful
life of such Unit, all as determined by the procedures
hereinafter established.

Fair Market Rental, Fair Market Value and estima-
ted remaining useful life shall be agreed upon by the
Lessor and the Lessee or determined as provided in the
next paragraph. Fair Market Rental and Fair Market Value
shall be equal in amount to the rental or sale value which
would be obtained in an arm's-length transaction between
an informed and. willinq lessee or vendee (other than a
lessee currently in possession) and an informed and willing
lessor or vendor 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
sale value but there shall be excluded any rental value or
sale value attributable to additions, modifications and .
improvements which are owned by the Lessee pursuant to
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hereof prov1ded however, that’Falr Market
be determined|as provided in thlis sentence
of the term and other terms and conditions
of the lease being considered. ' Fair Market‘Rental Fair
Market Value and estlmatediremalnlng useful 1life of the
Units. shall be determined upon the assumptidn that the

Section 8.02
Rental shall
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Units shall have been main
provisions of Section 6 'he

If after 45 days
Lessee of the Lessee's ele

tained in accordance with the
reof. ;

from the giving df notice by the
ction to extend the term of this

Lease, the Lessor and the Lessee are unable [to agree upon a
determination of Fair Market Rental, Fair Market Value or
estimated remaining useful| life, as the case may be, either
party to such determlnatlon may give written notice to the
other requesting determlnatlon of Fair Market Rental, Fair
Market Value or estimated remaining useful llfe by an
appraisal procedure, and the parties shall .consult for the .
purpose of appointing aqualified 1ndependent appraiser by

mutual agreement. If no s
within 20 business days a
--party shall appoint an in
business days after such

d
n

appraisers so appointedisﬁ

such notice is given appoi
If no such third appraiser
days after such notice is
make such appointment to t
tion, and both partles sha
so made. Any appraiser: or
to the foregoing procedure

pch appraiser 1is so app01nted
Fer such notice 1s given, each
ependent appralser within 25

!

otice is given, and the 2

all within 35 bu51ness days after

nt a third 1ndependent appraiser.
is appointed w1th1n 35 business

given, either party may apply to

he American Arbltratlon Associa-

11 be bound by any appointment
appraisers appointed pursuant

shall be 1nstructed to determine

Fair Market Rental, Fair Market Value or estlmated remain-
ing useful life, as the case may be, of the,Unlts subject
to the proposed extended ﬂease term or sale:within 90 days
after app01ntment. If the partles shall have appointed a
single appraiser or if elther party shall have failed to
app01nt an appraiser, the determination of a 51ngle
appraiser appointed shall be final. If 3 appralsers

shall be appointed, the determlnatlon of the appraiser
which differs most from the other 2 appralsers shall be
excluded, the remaining two determinations shall be
averaged and such averagetshall be final and binding upon
the partles hereto. The appraisal proceed1ngs shall be
conducted in accordance w1th the Commercial| Arbitration
Rules of the American Arbltratlon Association as in effect
on the date hereof, except as modified hereby. The pro-
vision for this appralsal procedure shall be the exclusive
means of determining Fair{Market Rental, Falir Market Value

and estimated remalnlnd useful life, unless!these are
] ‘ "

|
J
' L-28 !
|

|
'
)
\
I




[

agreed upon by the Lessor and the Lessee as provided for
herein, and shall be in lieu of any judicial or other pro-
cedure for the determination thereof, and each party hereto
hereby consents and agrees not to assert any judicial or
other procedures. The expenses of the appraisal procedure
shall be shared equally by the Lessee and the Lessor.

12,02. Duty to First Offer. Provided that this
Lease has not been earlier terminated and that no Event of
Default under this Lease (or other event which after lapse
of time or notice or both would become an Event of Default
under this Lease) shall have occurred or be continuing,
in the event the Lessor elects to sell any Units to third
parties at the expiration of the original or any extended
term of this Lease, the Lessee shall be given written
notice of such intention (and written notice of the
Lessor's estimate of the Fair Market Value of the Units)
at least 30 days prior to the expiragion of such term. .
The Lessee shall have the sole right and option to .purchase
all but not less than all the Units then subject to this
Lease at the Fair Market Value of such Units. The Lessee
may exercise such purchase right by delivery to the Lessor
of a written notice within 10 days of receipt of notice
from the Lessor, indicating whether it accepts the Lessor's
estimate of the Fair Market Value of the Units or that
such Fair Market Value shall be determined in accordance
with the appraisal procedure set forth in Section 12,01
hereof, and specifying a date of purchase not later than
the latest of (i) 30 days after the date of delivery of
such notice by the Lessee to the Lessor, (ii) 90 days
after the expiration of such term of this Lease or {(iii)
10 business days after completion of the appraisal proce-
dure, if applicable. 1In the event that the Lessee shall

~have delivered a notice of its election to purchase the

Units, this Lease (including the obligation to pay rent)
shall be further extended upon the same terms and condi-
tions set forth herein from the date such notice is ’
delivered to the Lessor until the date of such purchase.
If the Lessee does not deliver such notice to the Lessor,
all obligations of the Lessor under this paragraph shall
terminate. ' ‘ ' 2

Section 13. Return of Units upon Expiration of Term.

13.01. Return of Units. Within 60 days after
the expiration of the original term or any extended term
of this Lease with respect to any Unit which Lessee does
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not -purchase or re- 1ease éursuant to § 12, the Lessee will,
at its own cost and expense, at the request| of the Lessor,
deliver possession of the Units to the Lessor, in groups
of no fewer than 10 Unlts, upon such storage tracks of the
Lessee as the Lessee may reasonably designate, at such
point on the lines of Lessee as Lessor may Feasonably
designate in the states of Illinois, Iowa, Wisconsin or
Minnesota, or in the absence of Lessor's de51gnatlon, at
such point on the 11nes of Lessee as Lesseq may designate.’
13.02. Storage! Upon the explratlon of the
orlglnal or any extended term of this Lease, the Lessee
will permit the Lessor to| store the Units upon such
storage tracks as the Lessee shall determlne for a period
not exceeding 60 days after delivery to such storage
tracks, and shall transport the same, in groups of no fewer
‘than 10 Units, on & one- -time basis per Unit at any time
within such 60-day perlodﬂ to any connecting carrier as the
Lessor may reasonably de51gnate in the States of Illinois,
Iowa, Wisconsin or Mlnnesota, the movement iand storage of
such Unit to be at the expense and risk oftthe Lessee until
such time as such Unit:sh@all have been dellvered to such
connecting carrier. During any storage perlod provided for
in this Section, the Lessge will permit the Lessor or any
person designated by it, lincluding the authorized represen-
tative or representatives!| of any prospective purchaser of
any Unit, to inspect the |same; provided, however, that the
" Lessee shall not be liablle for any injury to or the death
of any person exercising jthe rights of inspection granted
under this sentence, elther on behalf of the Lessor or any
prospective purchaser,’ ex%ept in the case of negligence of
the Lessee or of its epployees or agents.

If the Lessor has not given the Lessee notice to
transport any Unit to a connecting carrier!/for shipment
!
within the 60-day storage period, the Lessor will pay to
the Lessee for storage a {reasonable storage rate for such
Unit, beginning the flrst day after the 60- day storage.
- period. :
. Lo

_ 13.03. Conditilon of Units. Each Unit returned
to the Lessor pursuant! to this Section 13 shall (i) be in
the same operating.ordFr, repair and condition as when
i .
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originally delivered to the Lessee, ordinary wear and tear
excepted, (ii) be capable of movement under its own power
to any purchaser or subsequent lessee and (iii) have
removed therefrom by the Lessee without cost or expense to
the Lessor all additions, modifications and improvements
which the Lessee owns pursuant to Section 8.02 hereof.

13.04. Specific Performance. The assembling,
delivery, storage and transporting of the Units as set
forth above are of the essence of this Lease, and upon
application to any court having competent jurisdiction the
Lessor shall be entitled to a decree against the Lessee
requiring specific performance thereof. 1In the event any
Unit is not assembled, delivered and stored, as hereinabove
provided, within 30 days after the end of the term or any
extended term of this Lease, the Lessee shall promptly pay
to the Lessor for each day after such 30-day period an
amount equal to .04427% of the Purchase Price of such-
Unit. If such failure continues for 90 days from. the date
when performance was due, the Lessor shall have the option
to sell such Unit on an "as is, where is and with all-
faults" basis to the Lessee for cash in an amount equal to
the higher of the Casualty Value of such Unit or the Fair
Market Value of a similar locomotive reconstructed in 1980
and maintained in accordance with the standards prov1ded
for in Sectlon 6.01 hereof.

13.05. Lease Extended Until Delivery of Units. '
Subsequent to the expiration of the original or any extended
term of this Lease and prior to delivery of any Unit to the
Lessor, all terms and conditions of this Lease (other than
the term and the amount of rental and period of payment
therefor) shall continue to apply to such Unit.

Section 14. Filing.

The Lessee will cause this Lease, the Lease Assign-
ment, the Transfer Agreement (as defined in the Participation
Agreement), the RCSA and any assignment hereof or thereof to
be filed with the Interstate .Commerce Commission pursuant to
49 U.S.C. § 11303, The Lessee will undertake the filing and
refiling required of the Lessor under the RCSA and will from

- time to time perform any other act and will execute and file

(and will refile whenever required) any and all further
instruments or supplements required by law or reasonably

<
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nrequested by the Lessoq or the!'Vendor for the purpose of
proper protectlon, to Uhelr satlsfactlon, of the Vendor's
and the Lessor's respectlve interests in the Units, or for.
the purpose of carrying out the intention of this Lease or
the RCSA; and the Lessee will promptly furnish to the Vendor
and the Lessor evidence[ of all such flllng{and an opinion.
or opinions of counsel\for the Lessee with respect thereto
satisfactory to the Vendor and the Lessor. \This Lease,
the Lease Assignment, the |Transfer Agreement and the RCSA
shall be filed with the‘Irterstate Commerce| Commission
prior to the delivery and |acceptance hereunder of any Unit.

| | | |

| |

Section 15. | Income Tax Indemnity.
|
15.01. Assumitlons.. (1) The paLtles hereto
agree that the Owner has assumed that it is|the beneficial:
owner of each Unit, and as such owner is entitled to such
deductions, credits and other benefits as are provided by
the Code and state and local taxing statutes to an owner of
property, including w1thout limitation (i) deductions for
depreciation of each Unut under Section 1671of the Code
. computed on the basis (A) that each Unit will have a basis’
“under Section 167(g) ofithe Code at least equivalent to the
Purchase Price in respeFt of such Unit, (B)]w1th respect to

the amount of the Reconstructlon Cost, of the double-
declining balance method of deprec1at10n authorized by |
Section 167(b) (2) of the Code, 'switching to|the sum of the-
years-dlglts method of degrec1atlon authorized by Section
167(b)(3) of the Code when most beneficial to the Owner
without obtaining the consent of the Comm1551oner of
Internal Revenue in accordance with Treasury Regulation
§ 1.167(a)~- 11(c)(1)(1110, (C) with respect to the amount
0of the Hulk Purchase Price, of the 150 percent declining
balance method authorized by Treasury Regulatlon
§ 1.167(a)-11(c) (i) (iv)(b){(2) switching to the straight-
line method without obta1n1ng the consent of the Commis-
sioner of Internal Revenué, (D) with respect to both the
Hulk Purchase Price and\tne Reconstruction Cost, of the
asset depreciation: range system of Treasury|Regqulation X
§ 1.167(a)-11, UtlllZlng J l12-year depreciable life, which
is the lower limit 11sted in Rev. Proc. 77- 10, 1977-1 C.B. :
548 for property in Asset Guideline Class No. 00.25, (E)
with respect to both the Hulk Purchase Price and the
Reconstruction Cost, of! a lnet salvage value}of zero after
the reduction permltted by{ Section 167(f) of the Code and
(F) that the entire Reconstruction Cost shall be treated as
basis which is properly}attrlbutable to reconstructlon f
after December 31, 1953‘ pursuant to Sectlon 167(c) (1) of
the Code (the "ADR Deductlons"), (ii) deductions with

|

|
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respect to interest payable on the CSA Indebtedness (the
"Interest Deductions"); and (iii) investment credit pur-
suant to Section 38 of the Code at least equal to 10% of
the Reconstruction Cost in respect of each Unit (the
"Investment Credit"). '

(2) It is further agreed by the parties hereto
that they have assumed in their negotiation of the terms of
the Participation Agreement, the RCSA and this Lease that
(i) the Federal rate of tax imposed on taxable income of
corporations in excess of $100,000 during the year 1981 is
46%, (ii) the applicable rate of tax imposed by any state
or local taxing authority on the taxable income of the
Owner in 1981 will be the same as that prevailing on
January 1, 1981, (iii) for purposes of computing the ADR
Deductions with respect to the Units for the calendar year
in which the Units were first placed in service, the Owner
will be entitled to elect the modified half-year convention
(including, as to each Unit, twelve months of depreciation
for the calendar year in which the date of acceptance  of
such Unit occurs under this Lease if such date occurs on or
before June 30 of such calendar year or no depreciation
for such calendar year if the date of acceptance of such
Unit occurs under this Lease during the. period commencing
July 1 and ending December 31 of such calendar year), and
{iv) for Federal income tax purposes, all amounts includ-
ible in the gross income of the Owner with respect to the
Units and all deductions allowable to the Owner with
respect to the Units will be treated as derived from or
allocable to sources within the United States of America.

15,02, No Inconsistent Action of Lessee. The
Lessee agrees that neither it nor any corporation con-
trolled by it, in control of it, or under common control
with it, directly or indirectly, will at any time take any
action or file any returns or other documents inconsistent
with clauses (1) and (2) of Section 15.01 (other than any
action or filing required by the terms of this Lease or any
law or regulation or any mandatory accounting requirement
applicable to the Lessee). The Lessee and any corporation
controlled by it, in control of it or under common control
with it, directly or indirectly, will file such returns,
take such actions and execute such documents as may be

‘reasonable and necessary to facilitate accomplishment of

the intent hereof.

15.03. Representations and Warranties of

Lessee. (1) The Lessee represents and warrants that
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each item of income, deduction and credit relating to
all Units subject to the RCSA and this Lease as being
derived from or allocable to sources within the United
States of America.

(2) In the opinion of the Lessee, each Unit will
have an estimated useful life of not less than 16 years and
a residual value at the end of the original lease term
equal to at least 20% of the Purchase Price of such Unit
and each Unit will be useful and usable by a party other
~than the Lessee or any of its affiliates at the end of the
original term, and each Unit will be capable of continued
leasing and transfer to another party at that time.

15.04. Indemnity for Acts, Omissions or
Misrepresentations. (1) If by reason of any act of com-
mission or omission, misrepresentation, breach of any
agreement, covenant or warranty contained in this Lease or
any other agreement relating to the reconstruction or
lease of the Units on the part of the Lessee or any party
referred to in Section 15.02 hereof or by any sublessee or
assignee of the Lessee, the Owner shall lose the right to
claim, shall suffer a disallowance of or shall be required
to recapture all or any portion of the Investment Credit,
the Interest Deductions or the ADR Deductions (any such
event is called a "Loss"), but only to the extent such act
of commission or omission or misrepresentation or breach
causes such Loss, then the Lessee shall pay to the Lessor,
as supplemental rent, on the next succeeding rental payment
date hereunder following notice by the Owner to the Lessee
that the Owner has made payment of an increase in income
tax attributable to such Loss (or, if this Lease is term-—
inated, within 30 days after demand), and on each rental
payment date thereafter during the remaining term of this
Lease, such amount or amounts as in the reasonable opinion
of the Owner, after due consultation with the Lessee, shall
cause the Owner's Net Economic Return to equal the Net
Economic Return that would have been realized by the Owner
if such Loss had not occurred. For purposes of this Lease,
the term "Net Economic Return® shall mean the after-tax
rate of return and after-tax cash flow that would have been
realized by the Owner had such Loss not occurred based on
the assumptions (including tax rates) and methods of
calculation utilized by the Owner in originally evaluating
the transactions described in this Lease and related docu-
ments.
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payable as a result of any such Loss.

In the event that the Owner suffers a Loss

(2)

vand the Owner and the Lessee are unable to agree on the

1ndemn1ty amount required|to restore the Owner s Net :
Economl c %fturn, as aforesald, then the Lessee shall pay to
the Qﬂ%er as supplemental rent, in lieu of'the amount
provided for in clause (1) of this Section 15.04, such
amount or amounts from 'time to time as, after deductlon of
all taxes required to be pald by the Owner in respect of
the receipt of such amounts under the laws pf any Federal,
state or local or forelgn government or tax1ng authority,
shall be equal to the sumjof the aggregate addltlonal

Federal, state or local income’ taxes payable by the Owner

from time to time as a result of any such Loss plus the

amount of any 1nterest, penaltles or addltlons to tax

If, as a result of a
Loss, the aggregate Federal, state or local’lncome taxes
paid by the Owner for any |taxable year shall be less than
the amount of such taxes which would have been payable by
the Owner had no such Loss occurred, then the Owner shall
pay the Lessee the amount of such dlfference in taxes plus
any additional tax beneflts realized by thelOwner as the
result of such payment; provided, however, that the Owner
shall not be obligated to|make any payment pursuant to

this sentence to the extent that the amount' of such payment
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Lessee to the Lessor pursrant to this clause (2) in respect
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Owner is required by the Internal Revenue Service to
include in its gross income an amount in respect of any
replacement, improvement and/or addition to any Unit or as
the result of any action taken by the Lessee or any sub-
lessee or assignee of the Lessee (' Capltal Ex endltures"),%
then the Lessee shall pay directly to the SuraE R
supplemental rent, in immediately available funds, such
amount or amounts which, after deduction of all taxes
required to be paid by the Owner in respect of the receipt
of such amounts under the laws of any Federal, state or
local government or taxing authority of the United States
of America, shall be equal to the sum of the aggregate
additional Federal, state or local income taxes payable by
the Owner from time to time as a result of such Capital
Expenditure, plus the amount of any interest, penalties or
additions to tax payable as a result of any such Capital
Expenditure. If as a result of any such Capital Expen-
diture the aggregate Federal, state or local income taxes
paid by the Owner for any taxable year shall be less than
the amount of such taxes which would have been payable by
the Owner had no such Capital Expenditure been made,  then
the Owner shall pay the Lessee the amount of such savings
in taxes plus any additional tax benefits realized by the
Owner as a result of such payments; provided, however, that
the Owner shall not be obligated to make any payment
pursuant to this sentence to the extent that the amount of
such payment would exceed (x) the amount of all prior
payments by the Lessee to the Lessor pursuant to this
clause (3) in respect of any Capital Expenditures less (y)
the amount of all prior payments by the Owner to the Lessee
hereunder. The amount payable to the Lessor pursuant to
this clause (3) shall be paid within 30 days after receipt
of a written demand therefor from the Owner (but not prior
to payment by the Owner of the additional Federal, state or
local income tax, as the case may be, which becomes due as
a result of the said inclusion and, in the case of amounts
which are being contested in accordance with Section 15.05
hereof, not prior to the time provided therein) accompanied
by a written statement describing in reasonable detail such
inclusion and the computation of amount so payable. Any
payment due to the Lessee from the Owner pursuant to this
clause (3) shall be paid within 30 days after the Owner
realizes any such savings in its income taxes or additional
tax benefits, as the case may be. The Lessee agrees to
give the Owner, within 30 days after request therefor,
written notice describing in reasonable detail the Capital
Expenditure made and specifying the cost thereof with
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respect to each Unit if such information is required in
connection with an audit by the Internal Revenue Service of
the tax returns of the Ownher. '

15.05. (i) The Owner shall, w1thout action

by Lessee, contest any claim or proceedlnglby the Internal
Revenue Service or any state or local tax1ng authority
which, if successful, would require the Lessee to indemnify
the Lessor under this Secflon 15 (any such claim or pro-
-ceedlng being hereinafter{in this Section 15.05 called a

"claim") until the conclualon of the audit or other pro-
‘ceeding at the examlnatlnq agent level. In the event a
claim survives or is madejat or after the cOnclusion of the
examining agent level,rthe Owner agrees to contest such
claim if requested to do so in- writing by the Lessee;
‘provided, however, that'

(i) within 30 days after notice by the Owner to
" the Lessee of such clalm, the Lessee shall request
that such claim be contested; l

_ (ii) the Ownef shall determine in its sole discre-
tion the nature of all action to be taken to contest
such claim, excludlng the right to settle or concede
such claim, but 1nclud1ng, without 11m1tat10n, (A) the
- right to forego any and all admlnlstratlve appeals,
proceedings, hearrngé and conferences with respect to
such claim and (By the right to pay the tax claimed
~and sue for a refund in the approprlate United States
District Court or the United States Court of Claims
{or appropriate state court) as the Owner shall elect,
or contest such c1a1m in the United States Tax Court
(or the appropriate state court or administrative
tribunal); the Owner|shall appeal any adverse
decision of any such court or any appeglate court,
except that no appeal shall be requlred to the United
States Supreme Court)
(iii) prlor to taklng such action, the Lessee at
its expense shall have furnished the Owner with an
opinion of independent reputable tax counsel selected
by the Owner and approved by the Lessee to the effect
that a reasonable basis exists for contesting such
claim or appealing such decision, as the case may be;

(iv) the Lessee shall have indemnified the Owner
in a manner satisfactory to it for all|costs and
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expenses which the Owner may incur as the result of
contesting such claim (appropriate . allocation being
made between costs and expenses of such claim and
other claims of the Owner not contested under this
Section in the event that allocation is necessary) and
shall have agreed to pay the Owner on demand an amount
which, after subtracting the net after~tax amount of
all Federal, state or local taxes imposed by any
taxing authority in the United States, which are.
required to be paid by the Owner in respect of the
receipt thereof, and giving effect to all allowable
deductions, shall be equal to all costs and expenses
which the Owner may incur in connection with contest-
ing such claim, including, without limitation, reason-
able attorneys' and accountants' fees and disburse-
ments, and the amount of any interest or Additions to
Tax which may ultimately be payable as a result of
contesting such claim; for purpcses of this Lease,
Additions to Tax shall mean those penalties imposed
under Federal, state and local income tax laws,

and those payments described in Sections 6651(a)(3),
6653, and 6655 of the Code, but only if such penal-
ties are imposed or such payments are requlred as

a result of an act or failure to act or any misrepre-
sentation on the part of the Lessee;

{v) if the Owner shall have elected hereunder to
pay the tax resulting from such claim and then seek a
refund, the Lessee will provide the Owner with suffi-
cient funds, on an interest-free basis, to pay the tax
subject to repayment of the amount of such funds as
hereinafter provided in paragraph (2} of this Section
15.05; and

(vi) the Owner may elect to settle or concede a
claim or not to contest a claim despite the request of
the Lessee, made in accordance with the terms of this
Section, and thereupon (A) the Lessee shall be relieved
of all liability to indemnify the Owner with respect
to the Loss involved in respect to such claim and (B)
the Owner shall repay to the Lessee an amount equal to
the funds, if any, provided by the Lessee to the Owner
in respect of such claim pursuant to this Section
15.05.

(2) At the conclusion of contest proceedings
described in paragraph (1)} of this Section 15.05 if such
proceedings are favorable to the Owner in respect of
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- ment,

any claim,
if any,

the Owner shall repay to the Lessee the amount,
advanced by the Lessee in respect of such claim

pursuant to Section 15. 05(1)(v) and shall qepay to the
Lessee any refunds of penaltles or interest paid to the
Owner by the United States Government or other taxing
authority and previously pald to the Owner by the Lessee,
plus the amount of 1nterest paid by such tax1ng authority

with respect to such refunded taxes,

penalty and interest

in respect of such clalm for the period durlng which the
Lessee shall have advanced funds to the Owner to pay such

funds.

t
i

At the conclu51®n of such contest
which are unfavorable to the Owner in whole

respect of any claim, the
if any made by the Lessee
- to Section 15.05(1)(v) by
supplemental rent, if any,

the Lessee under Section 15 04.
mental rent payments exceed such advances,

z

‘proceedlngs

or in part in

Owner shall repay| the advances,
in respect of such claim pursuant
applying such advances to pay all
then uncondltlonally due from

To the extent such supple-

the Lessee shall

promptly pay in cash to the Owner any such addltlonal

supplemental rent payments,
exceed such supplemental rent payments,

and to the extent such advances
the Owner shall

promptly repay such excess advances in cash| to the Lessee.

|
The Owner shall

portion of any refund, per
est allowed by the Unlted
authority which is fa1r1y
which such contest proceed
favorable to the Owner but
Owner due to any offset’ by
such taxing authority.

15.06. Foreign

1alty, Addition to| Tax,

also pay to the Lessee that

or inter-
States Government| or other taxing
attributable to any claim as to
lings are concluded in a manner
which is not recelved by the

the United States Government ox

Tax Credit Indemnity. If any

item of income or deductid
not be treated as derived
within the United States o
year (any such event is ca

n with respect to the Units shall
from or allocablelto sources
f America for a glven taxable
lled a "Foreign Loss"), but only

to the extent such treatment is due to any act of commis-

sion or omission, misrepre
covenant or warranty
related documents on the p
referred to in Section 15.
the Lessor, a supplementall
rental payment date after

the Owner, such amount wh1

sentation, breach:of any agree-
contained in this Lease and the
art of the Lessee or any party
02, then the Lessee shall pay to
rent, on the next succeeding
written notice to: the Lessee by
ch after deduction of all taxes
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reguired to be paid by the Owner in respect of the receipt
of such amounts under the laws of any Federal, state or
local government or taxing authority of the United States
of America shall equal the sum of (1) the excess of (x)

the foreign tax credits which the Owner would have been
entitled to for such year had no such Foreign Loss occurred
over (y) the foreign tax credit to which the Owner was
limited as a result of such Foreign Loss and (2) the

amount of any interest, penalties or additions to tax
pavable as a result of such Foreign Loss.

15.07. Exceptions. Notwithstanding the forego--
ing provisions, the Lessee shall not be required to indem-
nify the Owner with respect to any Loss or Foreign Loss or
Capital Expenditure that results from (i) a Casualty Occur-
rence, if the Lessee has made all payments with respect
thereto that are required to be made pursuant to Section 6
hereof; (ii) a disposition (voluntarily or involuntarily)
by the Owner of its beneficial interest in any Unit, if
such disposition shall occur at a time while no Event of
Default has occurred and is continuing; (iii) the failure
of the Owner to claim the proper credit or deductions -
contemplated by Section 15.01 hereof; (iv) the failure of
the Owner to contest a claim in the manner required by
Section 15.05; (v) the failure of the Owner to have suffi-
cient Federal income tax liability against which to apply
such credits or sufficient income to benefit from such
depreciation or interest deductions; (vi) except to the
extent set forth in the rental adjustment section of the
Lease, any change or modification in the Code which is
enacted after January 1, 1982, or a change in the income
tax regulations, published administrative interpretations
or judicial decisions thereunder which is promulgated,
adopted or rendered omape: after January 1, 1982; (vii) theifh
tax status of the trust purported to be created by the
Trust Agreement; (viii) the participation in the residual
value of any Unit at the expiration of the original term of:
this Lease by any party other than the Owner or the trust
purported to be created under the Trust Agreement; or (ix)
any act or omission of the Owner other than as contemplated
or permitted by this Lease, the RCSA, the Participation
Agreement, the Trust Agreement, the Transfer Agreement, the
Hulk Purchase Agreement or the Lease Assignment, except
acts and omissions of the Owner after the occurrence of an
Event of Default.

15.08. Records and Statements. The Lessee
agrees to maintain sufficient records to verify the amount
of income, deductions and credits in respect of the Units
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so as to provide the Oﬁner with such data as may be
required to confirm amounts covered by thls Section 15.
|

15.009. Recomputatlon of Casualty‘Values. If
any amount is paid by the|{Lessee to the Lessor pursuant to
this Section 15, the Owner shall recompute the Casualty
Values with respect to the Units in accordance with the
manner in which such Casualty Values were orlglnally
computed to reflect such payment, and an officer of the
Owner shall certify to[the Lessee either that such Casualty
Values as are set forth 1n this Lease do not require change
or, as the case may beﬂ the new Casualty Values necessary
to reflect such payment, descrlblng in reasonable detail
the basis for computlng such new Casualty Values. Upon
such certification, any such new Casualty Values shall be
substituted for the Casualty Values appearlng in this
Lease; provided, however, |that such new Casualty Values
shall not be less than the amounts required; to enable the
Lessor to satisfy its obligations under the; RCSA.

. 15.10. Addltlonal Definitions. For purposes

of this Section 15, the term "Owner" shall mean IPCC
Capital Corp., and shall also include any member of an
affiliated group, within the mean1ng of Section 1504 of the
- Code, of which IPCC Capltal Corp. is or may‘become a
member, if consolidated returns are filed for such affil-
iated group for Federal‘lncome tax purposes.

)
'

15.11. Surv1va1 of Indemnities. ‘'Notwithstanding
any expiration or termination of this Lease, the liability
of the Lessee to make indemnification payments pursuant to
this Section 15 shall continue to exist until such indem-
nity payments are made by ithe Lessee.

15.12. Payments. Any payments toO the Lessor by
the Lessee pursuant to thils Section 15 shall be made
directly to the Lessor by |wire transfer of 1mmedlate1y
available funds to the Lessor in the mannerlspec1f1ed in
Section 2.03 of this Lease or in such other, manner as the
Lessor or the Owner may: dilrect. Any payments due from the
Owner to the Lessee pursuant to this Section 15 shall be
made by the Owner by transfer of immediately available
funds to the account of the Lessee specified in written
instructions to the Owner or in such other manner as the
Lessee from time to time has specified in written instruc-
tions to the Owner. :

|
15.13. No Setofif. No payment required to be
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made by the Lessee pursuant to this Section 15 shall be
subject to any right of setoff, counterclaim, defense,
abatement, suspension, deferment or reduction, and the
Lessee shall have no right to terminate its obligation
under this Section 15 or to be released, relieved or
discharged from any obligation or liability under this
Section 15 for any reason whatsoever, except in accordance
with the express terms hereof.

Section 16. Interest on Overdue Amounts.

The Lessee shall promptly pay an amount egqual to
interest at 15-1/2% per annum on any overdue rentals or
other obligations hereunder for the period of time during
which they are overdue, to the extent legally enforceable.

Section 17. Notices.

Any instruction, notice or report required or
permitted to be given hereunder shall be deemed to have been
given when deposited in the United States mails, flrst—class
postage prepaid, addressed as follows:

(a) if to the Lessee, at 400 West Madison Street,
Chicago, Illinois 60606, Attention of Assistant Vlce
Pre51dent--F1nance,

(b)) if to the Lessor, at One Constitution Plaza,
Hartford, Connecticut 06115, Attention of Corporate
Trust Department;

(¢) if to the Vendor, at P. O. Box 2258, Two
Hopkins Plaza, Baltimore, Maryland 21203, Attention
of Corporate Trust Department;

(d) if to the Owner, at the address spec1f1ed
in Section 2.02 of the Trust Agreement;

or addressed at such other address as any party shall here-

after furnish to the other parties in writing. Copies of
each such notice shall be given to .the Lessor and the Vendor.

Section 18,  Effect and Modification of Lease; Headings.

18.01. Effect and Modification of Lease. Except
for the Participation Agreement, this Lease exclusively
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states the rights of the L
to the leasing of the Unit
ments, oral or written,:wi
or modification of this'Le
provisions shall be valid

by duly authorized officer

18.02. Headings.

essor and the Lessee with respect
s and supersedes all other agree-
th respect thereto. No variation
ase and no waiver [of any of its
unless in writing '‘and signed

s of the Lessor and the Lessee.

The table of contents and all

Section headings are inserted for convenlence only and shall

not affect any constructio

Section:19

If and so long a
Vendor (or any successor t
wherever the term "Lessor"
include the Vendor and any

n or 1nterpretat1?n -of this Lease.

|
|
. Definitions.

s this Lease is assigned to the
hereto) for collateral purposes,
is used in this Lease it shall
successors thereto (unless the

context shall otherwise!require) but the Vendor shall not
" be subject to any liabilities or obligations under this

Lease; and the fact that t
in certain provisions shal

he Vendor is specifically named
] not be construed to mean that

the Vendor (or any successor thereto) is not entitled to

the benefits of other prov’

named. Whenever the term

isions where only [the Lessor is

fLessor" is used ﬁn this Lease,

it shall also include the Owner and any a551gnee of the

Owner and whenever the term "Owner" is used iin this Lease,
it shall include the succeﬁsors and a351gnees of the Owner,

'
|
{

Sectioﬁ 20, Execution.

This Lease may be executed in several counterparts,
all of which together shal& constitute a 51ngle instrument,
but the counterpart dellvered to the Vendor pursuant to the
Lease Assignment shall be geemed to be the original coun-.
terpart and all other counterparts shall be |deemed dupli-
cates thereof. It shall not be necessary that any counter-
part be signed by both partles so long as each party hereto
shall deliver a counterparF signed by it to Messrs.

Cravath, Swaine & Moore, special counsel for the Vendor.

Although for convenience t
first set forth above, the
the dates stated in the'ac
schedules and the footnote
are an integral part of th
herein by reference.

his Lease is dated as of the date
actual dates of execution are
knowledgments hereto. The

5 thereto annexed /to this Lease
is Lease and are incorporated
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Section 21. Governing Law.

The terms of this Lease and all rights and obliga-
tions hereunder shall be governed by the laws of the State
of Illinois; provided, however, that the parties shall be
entitled to all rights conferred by 49 U.S.C. § 11303.

Section 22. 1Immunities; Severability.

22.01., Immunities. Notwithstanding anything
herein to the contrary, each and all of the representations,
warranties, undertakings and agreements herein made on the
part of the Lessor are made and intended not as personal
representations, warranties, undertakings and agreements by
The Connecticut Bank and Trust Company or for the purpose or
with the intention of binding said bank personally but are
made and intended for the purpose of binding only the Trust
Estate (as such term is used in the Trust Agreement); and
this Lease is executed and delivered by said bank not in its
own right but solely in the exercise of the powers expressly
conferred upon it as trustee under the Trust Agreement; and
except in the case of wilful misconduct or gross negligence
by said bank, no personal liability or personal responsi-
bility is assumed by or shall at any time be asserted or.
enforceable against said bank or the Owner hereunder (except,
with respect to the Owner, pursuant to Section 1.03 and the
last paragraph of Section 5.01 of the Trust Agreement and,
with respect to the Lessor, pursuant to Sections 4.01 and
4.02 of the Trust Agreement), on account of this Lease or
the Trust Agreement or on account of any representation,
warranty, undertaking or agreement of said bank or the
Owner hereunder, either expressed or implied, all such
personal liability (except as aforesaid), if any, being
expressly waived and released by the Lessee and by all
persons claiming by, through or under the Lessee.

22.02. Severability. Any provision of this
Lease which is prohibited or unenforceable in any juris-
diction shall be ineffective as to such jurisdiction to
the extent of such prohibition or unenforceability without
invalidating the remaining provisions hereof, and any such
prohibition or unenforceability in any jurisdiction shall
not invalidate or render unenforceable such provision in
any other jurisdiction.

IN WITNESS WHEREQOF, the parties hereto have caused
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this instrument to be exect
as of the date first set fc

'
'

[Corporate Seal]

Attest:

Assistant Secretary |

[Corporate Seal]

Attest:

Authorized Officer

'
i
|

1ited by duly autho&ized officers
brth above. j

CHICAGO AND NORTH WESTERN TRANS-
PORTATION COMPANY,

by : }

Senior Vice President
|
H

THE CONNECTICUT EANK-AND TRUST
COMPANY, not in its individual
capacity but solely as Trustee,

by
|
Authori?ed Officer

i
'
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STATE OF ILLINOIS,)
_ ) sS.:
COUNTY OF COOK, )

On this day of January 1981, before me
personally appeared , to me personally
known, who, being by me duly sworn, says that he is a
Senior Vice President of CHICAGO AND NORTH WESTERN TRANS-
PORTATION COMPANY, a Delaware corporation, that one of the
seals affixed to the foregoing instrument is the corporate
seal of said Corporation, that such instrument was signed
and sealed on behalf of said Corporation by authority of
its Board of Directors and he acknowledged that the
execution of the foregoing instrument was the free act and
deed of said Corporation.

[Notarial Seall Notary Public

My Commission expires

STATE OF CONNECTICUT, )

) ss.:
COUNTY OF HARTFORD, )
On this day of January ‘1981, before me
personally appeared , to me person-

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

an Authorized Officer of THE CONNECTICUT BANK AND TRUST
COMPANY, a Connecticut banking corporation, that one of the
seals affixed to the foregoing instrument is the corporate
seal of said Corporation, that said instrument was signed
and sealed on behalf of said Corporation by authority of
its Board of Directors and he acknowledged that the execu-
tion of the foregoing instrument was the free act and deed
of said Corporation.

[Notarial Seall Notary Public

My Commission expires



Lease of R&

3ilroad Equipment

}sc

Specificatior

HEDULE A

s of the Equipment*

[
I

\

Quantity

description

27 GP-7 Lodomc
|
3 GP-9 Locbmc

tives i

tives

L-48

Railroad
Road Numbers
(Inclusive)

CNW
CNW
CNW
CNW
CNW
CNW’
CNW
CNW

4431-4442,
4445,
4447,
4453,
4455,
4459-4461,
4463-4465,
4279-4283

CNW 4560-4562




Lease of Railroad Equipment
SCHEDULE B

Weighted Average Delivery Dates

» Average
Equipment Delivery Date

23 Units to be delivered on or April 7, 1981

prior to June 30, 1981

7 Units to be delivered after July 22, 1981

June 30, 1981

Schedule of Closing Dates and Purchase Prices

_ Estimated
Estimated Number of Purchase Price

Closing Date Units ‘ of Equipment
February 20, 1981 4 $1,300,000
March 23, 1981 4 1,300,000
April 20, 1981 4 1,300,000
May 19, 1981 4 1,300,000
June, 17, 1981 4 1,300,000
July 15, 1981 3 . 975,000
August 15, 1981 7 2,275,000

4 !
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Lease of Ra

Rental
Payment
Date

January
July 1,
January
July 1,
January
July 1,
January
July 1,
January
July 1,
January
July 1,

1, 1982
1982
1, 1983
1983
l, 1984
1984
1, 1985
1985
1, 1986
1986
1, 1987
1987

ilroad Equipment
SCHEDULE C

Casualty Values**

Percentage Rental Percentage
of Purchase Payment . of Purchase
Price~* Date Price*
96.2413 January 1, 1988 83.5738
96.9239 July 1, 1988 ! 81.6446
97.2626 January 1, 1989 77.1763
97.3202 July 1, 1989 72.6584
97.0844 January 1, 1990 67.8509
96.5938 July 1, 1990 62.7775
95.5705 January 1, 1991 57.4792
94,5465 July 1, 1991 ‘ 51.9362
93.2514 January 1, 1992 45,6992
91.7099 July 1, 1992 | 39.7403
89.9073 January 1, 1993 33.6258
87.8614 July 1, 1993 27.3266

January 1, 1994 20.0000

* As defined in the RCSA.

** The Casualty Value of
Payment Date shall be that

each Unit as of any Rental
percentage of the Purchase Price

of such Unit as is set forth in the above schedule opposite
each such Rental Payment Date plus the appllcable percent- '
age of the Purchase Price set forth below if the Casualty
Occurrence occurs durlng the period preceding the third,
fifth or seventh annlversary of the date of | dellvery and

acceptance of such Unlt.

Anniversary of |

Delivery and Acceptance Percentage
Third ..Ql.........C....O...Q....I‘.O.’l 19.231
Fifth 5 6 66 00 060 ¢ 0le o000 &2 0 000000 90 e 00O 12. 827
Seventh .....‘O.I......Ql............l. 6.404
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EXHIBIT C
to the
‘ RECONSTRUCTION AND
CONDITIONAL SALE AGREEMENT

{CS&M Ref. 2044-073]

ASSIGNMENT OF LEASE AND AGREEMENT
Dated as of December 15, 1980
Between

THE CONNECTICUT BANK AND TRUST COMPANY.
not in its individual capacity but
solely as Trustee,

and
MERCANTILE-SAFE DEPOSIT AND TRUST COMPANY ,

not’ in its individual capacity but
solely as Agent.
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ASSIGNMENT OF LEASE AND AGREEMENT dated

as of December 15, 1980, between THE CONNECTICUT

BANK AND TRUST COMPANY, a Connecticut bank-
ing corporation, not in its individual capac-
ity but solely as trustee (the "Lessor")
under a Trust Agreement dated as of the date
hereof (the “"Trust Agreement™) with IPCC
CAPITAL CORP. (the "Owner"™), and MERCANTILE-
SAFE DEPOSIT AND TRUST COMPANY, a Maryland
banking corporation, not in its individual
capacity but solely as Agent (the "Vendor"”)
under a Participation Agreement dated as of
the date hereof (the "Participation Agree-
ment").

The Lessor and the Vendor have entered into a
Reconstruction and Conditional Sale Agreement dated as of
the date hereof {(the "RCSA"} with CHICAGO AND NORTH WESTERN
TRANSPORTATION COMPANY (the "Lessee"), in its capacity as
builder, providing for the sale to the Lessor of the inter-
est of the Vendor in such units of railroad equipment (the
"Units") described in Schedule A thereto as are recon-
structed by the Lessee and delivered to and accepted by the
Lessor thereunder.

The Lessee and the Lessor have entered into a
Lease of Railroad Equipment dated as of the date hereof
{the "Lease"), providing for the leasing of the Units by
the Lessee.

In order to provide security for the obligations
of the Lessor under the RCSA and as an inducement to the
Investors (as defined in the Participation Agreement) to
invest in the CS8A Indebtedness (as defined in the RCSA),
the Lessor has agreed to assign for security purposes
certain of its rights under the Lease to the Vendor.

In consideration of the agreements hereinafter
set forth, the parties hereto agree as follows:

1. Assignment; Application of Payments. The
Lessor hereby assigns to the Vendor, as collateral security
for the payment and performance of the obligations of the
Lessor under the RCSA, all the Lessor's right, title and

AL-1
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interest, powers, privile%es, and other benefits under the
Lease (and those inuring to the benefit of the Owner by
reason of Section 19 of‘tHe Lease), including without limi-
tation the immediate right to receive and collect all ren-
tals, profits and other sums payable to or recelvable by
the Lessor from the Lessee pursuant to the prov151ons of
the Lease, whether as rent!, casualty paymentl indemnity,
liquidated damages, or otherwise (such moneys are called
the "Payments"), and the riight to make all walvers and
agreements and to give allj notices, consent5|and releases
(subject to Section 12 hereof), to take all action upon the
happening of an Event of Default specified 1n the Lease and
to do any and all other thjiings whatsoever whlch the Lessor
is or may become entitled to do under the Lease. Notwith-
standing the foregoing, Payments shall not bé deemed to
include (i) payments made by the Lessee to the Lessor

or Owner pursuant to Sectlons 5, 8, 9.02 andil5 of the
Lease (except 1ndemn1f1cat&on payments 1ntended to satisfy
the obligations of the Lessor to indemnify the Vendor
pursuant to the RCSA or the obligation of the Lessee to
indemnify the Vendor in: 1ts capacity as a551gnee of the
Lease and except to the. extent that the Lessor is obligated
to pay and discharge claims, liens, charges or security
interests under Section 9 of this A551gnment), and

(ii) payments made by the Lessee to the Lessor in its
individual capacity pursuant to Sections 5 and 8 of the
Lease. In furtherance of the foregoing a551gnment, the
Lessor hereby irrevocably authorlzes and empowers the
Vendor in its own name or 1n the name of its nominee or in
the name of the Lessor or as its attorney to demand, sue
for and receive any and all Payments to wh1ch the Lessor is
or may become entitled under the Lease and to enforce
compliance by the Lessee with all the terms and provisions
thereof. ‘

The Vendor agrees to accept any Payments made by
the Lessee for the account|of the Lessor pursuant to the
Lease. To the extent received, the Vendor will apply such
Payments to satisfy the- obllgatlons of the Léssor under
the RCSA due and payable at the time such Payments are
due and payable under the Lease, and so long as a Declara-
tion of Default (as deflned in the RCSA) has not been
made under the RCSA, any balance shall be paid to the
Lessor or to such other party as the Lessor may direct in
writing, in immediately avallable funds, not later than the
first business day follow1ng receipt of such balance. 1If

AL-2

®

il e B



the vendor shall not receive any payment under Section 2 or
6 of the Lease when due, the Vendor shall promptly notify
the Lessor and the Owner at the addresses set forth in the
Lease; provided, however, that the failure of the Vendor to
so notify the Lessor shall not affect the obligations of
the Lessor hereunder or under the RCSA except to the extent
set forth in Section 14(f) of the RCSA.

2. No Assumption of Lessor's Liabilities. This
Assignment is executed only as security and, therefore, the
execution and delivery of this Assignment shall not subject
the vendor to or in any way affect or modify the liability
of the Lessor under the Lease, it being agreed that all
obligations of the Lessor to the Lessee shall be and remain
enforceable by the Lessee and its successors and assigns
against and only against the Lessor or persons other than
the Vendor.

3. No Modification of Lease Without Vendor's
Consent. The Lessor agrees that, without the written con-
sent of the Vendor, the Lessor will not anticipate the
rents under the Lease or waive or in any manner release or
discharge the Lessee thereunder of or from the obligations,
covenants, conditions and agreements to be performed by the
Lessee, including without limitation the obligation to pay
the rents in the manner and at the time and place specified
therein, or enter into any agreement amending or terminating
the Lease and the Lessor agrees that any amendment or ter-
mination thereof without such consent shall be void; pro-
vided, however, that the Lessor may amend or supplement the
Lease to provide for an increase or decrease of amounts due
as rentals under Section 2 thereof and/or Casualty Values
under Section 6 thereof; provided that no such decrease
shall reduce said amounts below that which are necessary to
satisfy the obligations of the Lessor under the RCSA,

4, Vendor To Act for Lessor. The Lessor hereby
constitutes the Vendor the Lessor's true and lawful attor-
ney, irrevocably, with full power (in the name of the
Lessor or otherwise), to demand and receive any and all
Payments to which the Lessor is or may become entitled, to
enforce compliance by the Lessee with all the terms and
provisions of the Lease, to endorse any checks or other
instruments in connection therewith and to file any claims
or take any action or institute any proceedings which the
Vendor may deem to be necessary or advisable.
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5. Termination

of Assignment. Upbn the full

discharge and satlsfactlon of all the Lessor's oblidations

under the RCSA and the! Par
giving effect to any limit
therein), this Assignment
to the Vendor shall termin
interest of the Vendor in
to the Lessor.

ticipation Aqreement (without
ations of 11ab111ty contained
and all rights herein assigned
ate, and all right, title and
and to the Lease shall revert

6. Event of Def

‘ault Under RCSA. If an event of

default under the RCSA shaﬂl occur and be cont1nu1ng, the
Vendor may declare all sums secured hereby 1mmed1ate1y due

and payable and may apply
due and payable under the

' 7. Filing. The
perform any other act and
-deliver and file (and will

RCSA. ]

Lessor will, from time to time,
will execute, acknowledge,
refile) any and all further

instruments required by law and reasonably requested by the
Vendor in order to confirm|or further assure the interests

of the Vendor hereunder.

8. Assignments

|
The Vendor may assign

by Vendor.

all or any of the rights assigned to it hereby ‘or arising

under the Lease, including
receive any Payments due o
any such a551qnment, any s
assignee or assignees shal
" ment, enjoy all the rights|
to all the obligations of
however, the Lessor and th
honor such assignment unt1
notice thereof. Payment t
shall constitute full compl
Agreement and the Lease.
rely on instruments of ass
good faith to be true and

9., Liens. The
and all taxes, claims, lie
(other than those created

without 11m1tatlon the right to
r to become due. In the event of
uch subsequent or successive
l, to the extent of such assign-
and privileges and be subject
the Vendor hereunder; provided,
e Lessee shall nothe bound to
1 they have recelved written
o the assignee of any Payments
liance with the terms of this
The Lessor and theTLessee may
1gnment which they belleve in
euthentlc. ,
Lessor will pay and dlscharge any
ns, charges or security interests
by the RCSA) on the Lease or the

rentals or other payments due or to become due thereunder

claimed by any party from,
arising out of the transac

ithrouqh or under the Lessor, not
thﬂS contemplated by the RCSA

or the Lease (but 1nclud1ng tax liens arising out of the

311 such sums agalnst the amounts
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receipt by or for the account of the Lessor of the rentals
and other payments under the Lease and any other proceeds
from the Units) which, if unpaid, might become a claim,
lien, charge or security interest on or with respect to the
Lease or such rentals or other payments, unless the Lessor
shall be contesting the same in good faith by appropriate
proceedings in any reasonable manner and the nonpayment
thereof does not, in the opinion of the Vendor, adversely
affect such interests of the Vendor. .

10. Governing Law. This Assignment shall be
governed by the laws of the State of Connecticut, but the
parties shall be entitled to all rights conferred by 49
U.s.C. § 11303. .

11, Notices. The Lessor shall cause copies of
all notices received by it in connection with the Lease and
all Payments hereunder to be promptly delivered or made to
the Vendor at its address set forth in Article 20 of the
RCSA or at such other address as the Vendor shall designate.

12, No Action by Vendor Without Event of Default.
The Vendor agrees that it will not, so long as no Event of
Default under the Lease or event of default under the RCSA
has occurred and is continuing, exercise or seek to exercise
any of the rights, powers, privileges or benefits which are
assigned and transferred by the Lessor to the Vendor by this
Assignment, except the right to receive and apply the Pay-
ments as provided in Section 1 hereof, and that, subject to
the terms of the Lease and the RCS8A, the Lessor may, so long
as no event of default under the RCSA or Event of Default
under the Lease has occurred and is continuing, exercise or
seek to exercise such rights, powers, privileges, authoriza-
tions or benefits; provided, however, that the Lessor shall
not take any action which would terminate the Lease without
the prior written consent of the Vendor. '

13. Retained Rights of Lessor; Limitation of
Liability. Notwithstanding any other provision of this
Assignment (a) the terms of this Assignment shall not impose
any obligations on the Lessor in addition to the obligations
of the Lessor under the Lease or under the RCSA or in any
way limit the effect of Section 3.10 or Article 21 of the
RCSA, (b) so long as there is no event of default under the
RCSA, and to the extent that the Vendor does not seek to
receive and collect any Payments under the Lease in excess
of the amounts required to discharge the obligations of the

AL-5
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Lessor under the RCSA, the terms of this Assignment shall
not limit or in any way affect the Lessor's right to
receive and collect any Paym=nts under the Lease in excess
of the obligations of the Lessor under the RCSA or empower
the Vendor in any way to waive or release the Lessee's
obligation to pay such excess amounts, and the Lessor shall
continue to be empowered to demand sue for and receive any
and all of such excess amounts, but shall not take any
action under Section 9.01(B)|of the Lease w1thout the prior
written consent of the Vendor and (c¢) each andlall of the:
warranties, representations,!undertakings and agreements
herein made on the part of the Lessor are made and intended
not as personal representatlons, warranties, undertaklngs
and agreements by The Connectlcut Bank and Trust Company or
for the purpose or with the 1ntent10n of binding said bank
personally but are made and 1ntended for the purpose of
binding only the Trust Estate (as such term is used in the
Trust Agreement), and this A531gnment is executed and
delivered by said bank solely in the exercise of the

powers expressly conferred upon said bank as trustee under
the Trust Agreement, and no personal llablllty\or personal
respon51b111ty is assumed by|or shall at any time be
asserted or enforceable against said bank, except for
wilful misconduct or gross negllgence on the part of said
bank and except to Sections 4 01 and 4.02 of the Trust
Agreement, or against the ‘Owner hereunder (except pursuant
to Section 1.03 and the last‘paragraph of Sectron 5.01 of
the Trust Agreement) or on account of any representatlon,
warranty, undertaking or agreement of said bank or the
Owner hereunder, either expressed or implied, all such
personal liability (except as aforesaid), if any, being
expressly waived and released by the Vendor and by all
persons claiming by, through‘or under the Vendor; provided,
however, that the Vendor or any person claiming by, through
or under it making claim heréunder may look to [said Trust
Estate for satisfaction of the same.

14, Execution. Thls Assignment may Qe executed
in any number of counterparts, all of which together shall
constitute a single 1nstrument but the counterpart
delivered to the Vendor shall be deemed to be the original
counterpart. Although for cdnvenience this Asslignment is
dated as of the date first set forth above, the actual
dates of execution are the dates stated in the lacknowledg-

ments hereto.

15. Headings. Section headings have been provided
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for convenience only and do not form part of this instru-

ment.

IN WITNESS WHEREOF, the parties hereto have
caused this instrument to be executed by duly authorized
officers as of the date first set forth above.

" [Corporate Seal]

Attest:

Authorized Officer

[Corporate Seal]

Attest:

Corporate Trust Officer

THE CONNECTICUT BANK AND TRUST -
COMPANY, not in its individual
capacity but solely as Trustee,

by

Authorized Officer

MERCANTILE~SAFE DEPOSIT AND TRUST
COMPANY, as Agent,

by

Assistant Vice President

AL~-7
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STATE OF CONNECTICUT,) .

) .ssi:
COUNTY OF HARTFORD, ) .
On this day of January 1981, before me
personally appeared ‘ ;, to me

personally known, who, belng by me duly sworn, says that he
" is an Authorized Officer of THE CONNECTICUT BANK AND TRUST
COMPANY, a Connecticut baqklng corporatlon, that one of the
seals affixed to the foregoing instrument is the corporate
- seal of said Corporatlon, that said 1nstrument was signed
and sealed on behalf of said Corporation by authorlty of
its Board of Directors and he acknowledged that the exe-
cution of the foregoing instrument was the free act and
deed of said Corporatlon.‘

‘ Notary bublic
. [Notarial Seal] ‘

My Commission expires

STATE OF MARYLAND,)
) Ss.: ,
CITY OF BALTIMORE,) |

On this day, of January 1981, before me
personally appeared | , Lo me
personally known, who, belng by me duly sworn, says that he
is an Assistant Vice President of MERCANTILE-SAFE DEPOSIT
AND TRUST COMPANY, a Marylhnd banking corporatlon, that one
of the seals affixed to the foregoing instrument is the
corporate seal of said Corporatlon, that sald instrument
was signed and sealed on behalf of said Corporatlon by
authority of its Board of Dlrectors and he acknowledged

that the execution of the ;oreg01ng 1nstrument was the free

act and deed of said Corporation. i

Notary Public
[Notarial Seal]

My Commission expires

AL-8
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LESSEE'S CONSENT AND AGREEMENT

CHICAGO AND NORTH WESTERN TRANSPORTATION COMPANY
(the "Lessee"), the lessee named in the Lease of Railroad
Equipment (the "Lease") referred to in the foregoing Assign-
ment of Lease and Agreement (the "Assignment"), hereby
acknowledges receipt of a copy of the Assignment and con-
sents to all the terms and conditions of the Assignment
and agrees that:

(1) it will pay all Payments (as defined in the
Assignment) payable under the Lease directly to Mer-
cantile-Safe Deposit and Trust Company, as Agent (the
"Vendor"), the assignee named in the Assignment, by
11:00 a.m. Baltimore time on the date such payment is
due, by bank wire transfer of immediately available
funds to The Annapolis Banking and Trust Company, Main
Street and Church Circle, Annapolis, Maryland, for
credit to the Agent's Account No. 52076-1, with a
request that The Annapolis Banking and Trust Company
advise Mrs. K. M. Tollberg, Assistant Vice President,
Mercantile-Safe Deposit and Trust Company, Baltimore,
Maryland, that the funds are "RE: CNW 12/15/80" (or at
such other address as may be furnished in writing by
the Vendor):;

(2) the Vendor shall be entitled to the benefits
of and to receive and enforce performance of all the
covenants to be performed by the Lessee under the
Lease as though the Vendor were named therein as the
Lessor and the Lessee will not assert against the
Vendor any claim or defense the Lessee may have
against the Lessor under the Lease;

{3) the Vendor shall not by virtue of the
Assignment become subject to any liability or obli-
gation under the Lease or otherwise; and :

(4) without the prior written consent of the
Vendor, the Lease shall not be amended or terminated
nor shall any action be taken or omitted by the Lessee
which might result in an alteration or impairment of
the Lease, the Assignment or this Consent and Agree-
ment or of any of the rights created by any thereof.

This Consent and Agreement shall be construed in
accordance with the laws of the State of Illinois.
Dated as of December 15, 1980

CHICAGO AND NORTH WESTERN
TRANSPORTATION COMPANY,

[Corporate Seal] by

Attest: Senior Vice President

Assistant Secretary
AL-G
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EXHIBIT D
to the
RECONSTRUCTION AND
CONDITIONAL SALE AGREEMENT

[CS&M Ref. 2044-073]

HULK PURCHASE AGREEMENT

Dated as of December 15, 1980

Among

THE CONNECTICUT BANK AND TRUST COMPANY,
not in its individual capacity but
solely as Trustee,

CHICAGO AND NORTH WESTERN TRANSPORTATION COMPANY,

NORTH WESTERN LEASING COMPANY

and

MERCANTILE-SAFE DEPOSIT AND TRUST COMPANY,
not in its individual capacity but
solely as Agent.




HULK PURCHASE AGREEMENT dated as of
December 15, 1980, among THE CONNECTICUT
BANK AND TRUST COMPANY, a Connecticut
banking corporation, not in its individual
capacity but solely as trustee (the "Buyer")
under a Trust Agreement dated as of the date
hereof (the "Trust Agreement") with IPCC
CAPITAL CORP. {the "Owner"), CHICAGO AND
NORTH WESTERN TRANSPORTATION COMPANY, a
Delaware corporation (the "Seller"), NORTH
WESTERN LEASING COMPANY, a Delaware corpo-
ration ("Leasing") and MERCANTILE-SAFE
DEPOSIT AND TRUST COMPANY, a Maryland
banking corporation, not in its individual
capacity but solely as agent (the "Agent")
under a Participation Agreement dated as of
the date hereof (the "Participation Agree-~
ment").

The Seller and Leasing each own the used railroad
equipment set forth in Annex I hereto opposite its respec-
tive name (such equipment owned by each of the Seller and
Leasing, respectively, being hereinafter called "its
Hulks", and collectively the "Hulks"}). The Seller and
Leasing will each sell its Hulks and the Buyer will pur-
chase the Hulks for the purchase price set forth in Annex I
hereto (the "Hulk Purchase Price"). The Buyer will grant
to the Agent security title in the Hulks pursuant to a.
Transfer Agreement dated as of the date hereof (the
"Transfer Agreement”)., The Hulks will be redelivered to
the Seller for reconstruction in accordance with a Recon-
struction and Conditional Sale Agreement dated as of the
date hereof (the "RCSA") between the parties hereto. The
Agent will transfer its interest in the units to the Buyer
upon completion of reconstruction, reserving a security
interest therein.

In consideration of the agreements hereinafter
set forth, the parties hereto agree as follows:

1. Delivery of Hulks. The Seller and Leasing
will each from time to time deliver its Hulks to an autho=-

rized representative of the Buyer at such point or points
within the United States of America as shall be specified

by the Seller. On or prior to the date of delivery of any
Hulk, the documents referred to in subparagraphs (a), (b),

Hp-1



J
(d) and (e) of Paragraph 4 hereof shall be delivered to

the Buyer and Agent with respect to such Hulk. The Buyer
hereby appoints the Seller {and any agent or employee
thereof designated by the;Seller) as its agent for accep-
tance of the Hulks; provided, however, that, the Seller is
not authorized to accept delivery of any Hulk (i) prior to
the First Delivery Date (as defined in the Part1c1pat10n
Agreement), (ii) that cannot be reconstructed in accordance
with the specifications prov1ded in the RCSA on or before
December 15, 1981, (iii) after written notice from the
Buyer that such author1ty|has been term1nat§d (iv) 1if the
Purchase Price (as defined in the RCSA) of such Hulk (when
reconstructed) when addedlto the Purchase Price of those
Hulks (when reconstructed) previously accepted would exceed
the Maximum Purchase Prlce specified in Artucle 3 of the
RCSA; or (v) after there has been any material adverse
change in the consolldated financial condltaon of the
Lessee as set forth in 1ts audited balance sheet as of
December 31, 1979, and the related consolidated statements
of income, changes in financial position and retained
earnings for the year theﬁ ended, or in the! business or
operations of the Lessee since December 31, 1979. The sale
and delivery of the Hulkslpursuant to this Agreement shall
commence as soon as practicable and shall be completed on
or before December 15, 1981.

2. Noncompleted Hulks; Risk of Loss. If and
to the extent that any Hulks are not reconstructed and
accepted pursuant to the gCSA on or before December 15,
1981 (the "Noncompleted Hulks“), the Seller. agrees, as
agent for the Buyer, t0wsell the Noncompleted Hulks to a
party other than the Seller or any afflllate of the Seller,
on or before March 1, 1982, at the best cash pr1ce obtain-
able under the circumstances on an "as is, where is and
with all faults" basis in |accordance with the Lessee's
normal procedures. On the earlier of the date of such sale
or March 1, 1982, the Seller will pay to the Buyer the net
proceeds from such sale up to the Purchase Price of such
Noncompleted Hulks. Any further net proceeds up to the
amount of the Seller's reasonable reconstructlon expenses
(plus a reasonable overhead factor) with respect to such
Noncompleted Hulks shall be retained by the Seller. Any
net proceeds in excess of jthe Purchase Prlce and the
Seller's reasonable reconstruction expenses' (plus a reason-
able overhead factor) with respect to such Noncompleted
Hulks shall be paid to the Buyer. If the net proceeds of
such sale are less than the Purchase Price of the Noncom-
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pleted Hulks, the Seller will, as liquidated damages for
failure to complete the reconstruction of the Noncompleted
Hulks as provided in the RCSA, pay to the Buyer on the
earlier of the date of such sale or March 1, 1982, an
amount equal to the difference. The Buyer agrees to
furnish to the Seller all such bills of sale, without
recourse or warranty, to enable the Seller to effect the
sale of the Noncompleted Hulks for the account of the Buyer
as aforesaid. Any payment to the Buyer pursuvant to this
paragraph shall also include interest thereon at the rate
of 2% above the rate charged by Citibank, N.A., from time
to time to its prime commercial borrowers for loans of
90~day maturities (the "Prime Rate") from December 31,
1981, to such date of payment.

The Seller agrees to indemnify, protect, and hold
harmless the Buyer, the Owner, Leasing and the Agent from
and against all losses, expenses, damages, injuries, lia-
‘bilities, claims, and demands whatscever regardless ¢f the
cause thereof, and expenses in connection therewith,
including but not limited to counsel fees and expenses,
patent liabilities and interest arising out of the recon-
struction of the Hulks, until completed Units are delivered
under the RCSA. The Seller further agrees to assume all
risk of loss, damage or destruction with respect to any
such Hulk until completed Units are delivered under the
RCSA. In addition, Seller will at all times until com-
pleted Units are delivered and accepted under the RCSA at
its own expense cause to be carried and maintained property
insurance in respect of the Hulks; provided, however, that
the Seller may self-insure such Hulks to the extent that it
self~insures similar egquipment.

3. No Acceptance upon Default. Notwithstanding
anything to the contrary contained herein, the Buyer shall
have no obligation to accept any Hulk which is delivered
hereunder after (1) any event of default as defined in
Section 14.01 of the RCSA or any event (including the
commencement of any proceeding or the filing of any peti-
tion of the nature specified in subsections (c) and
(d) thereof) which with lapse of time, failure to take
affirmative action and/or demand could constitute an event
of default thereunder shall have occurred or (ii) the
Buyer shall have delivered written notice to the Seller
or Leasing that any of the conditions contained in Para-
graph 8 of the Participation Agreement have not been met
or waived. '
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4., Payment of P

|
|

urchase Price. The Buyer at the

times hereafter specified
as the case may be, the Pu
Hulk in each group subject
of this Agreement, includi

by the Buyer of the, follodlng documents:

(a) the bill or
Hulks (the "Bill of S
date of delivery and
Paragraph 1 hereof, s
tion, the Seller' s or

will pay to the Seller and LeaSLng,
rchase Price of each of its

to all the terms ,and conditions
ng without llmltatlon the receipt

bills of sale w1tﬂ respect to such
Sale"), dated on or prior to the

acceptance of such Hulk pursuant to
etting forth the quant1ty, descrip-

Leasing's, as the case may be,

identifying numbers and place of dellvery of such
. Hulks and transferrlng title to such Hulks and war-

ranting that at the a

Leasing, as the case

late thereof the Seller or
may be, had legal title to such

Hulks and good and lﬂwful right to sell the same and
that title to such Hulks was free of all claims,

liens, security inter

ests, security title and other

encumbrances of any nlature whatsoever,ﬂ

|

(b) a certlflcate or certlflcates of acceptance

(the "Hulk Certlflca

te of Acceptance") 51gned by the

Buyer's authorized representative, statlng that the
‘Hulks in such group hlave been dellvered to and

accepted on behalf of

, (c) the Seller's
Invoice"), as the cas
forth the Hulk Purcha

(d) a written op
or Leasing, as the ca

the Buyer:

or Leasing's 1nv01ce (the "Hulk .
e may be, for such Hulks, setting
se Price thereof;

inion of counsel for the Seller
se may be, dated the date of the

Bill of Sale, addressed to the Buyer and the Agent and
stating that the Bill|of Sale is valid and effective
"to transfer and does transfer the Seller's or '
Leasing's title, as the case may be, tq such Hulks to
the Buyer, and that on such date title 'to such Hulks
was free of all clalms, liens, securlty interests and
"other encumbrances of]| the Seller or Lea51ng, as the
case may be, or anyone claiming through the Seller or
Leasing, as the case ﬁay be; and

i
v

(e) a satlsfactory report from Wilmer & P1cker1ng
.with regard to a search of .the Interstate Commerce
Commission files in respect of such Hulks.

Subject only to the conditions set1forth in this
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Agreement and in Paragraph 8 of the Participation Agree-
ment, the Buyer will pay the Hulk Purchase Price of each
Hulk delivered and accepted as aforesaid to the Seller or
Leasing, as the case may be, either on (i) the Closing Date
relating to such Hulk fixed as provided in the RCSA or (ii)
December 31, 1981, whichever is earlier.

5. Assignment by Buyer. The Buyer may assign any
or all of its rights under this Agreement and/or any or all
of its rights to possession of any of the Hulks. Any such
assignment may be made by the Buyer without the assignee
assuming any of the obligations of the Buyer hereunder.

The Buyer, the Seller and Leasing acknowledge that such
assignment is contemplated. All of the rights of the
Buyer hereunder shall inure to the benefit of the Buyer's
assigns. '

6. Liabilities of Parties. Notwithstanding the
delivery of any Bill of Sale hereunder, the Seller and
Leasing each agree that all responsibility with respect to
its Hulks covered by such Bill of Sale, its use and opera-
tion and risk of loss thereof shall remain with the Seller
or Leasing until its Hulks are delivered to and accepted by
the authorized representative of the Buyer, and the Seller
and Leasing each agree to indemnify and hold the Buyer (in
both its individual and fiduciary capacities) harmless from
any claim made against the Buyer solely by reason of the
transfer of title to its Hulks or with respect to the
validity of such title, free from all claims, liens,
security interests, security title or other encumbrances
of any nature other than those of the Buyer at the time
of such delivery and acceptance. Upon such delivery and
acceptance, all responsibility and risk of loss with
respect to such Hulks shall pass to the Buyer. As of the
date of such delivery and acceptance, the Buyer shall be
unconditionally obligated to purchase such Hulks, without
any right to a reduction in or setoff against the price
thereof by reason of any past, present or future claims
-against the Seller under this Agreement, the RCSA, the
Participation Agreement, the Lease (as defined in the
Participation Agreement) or otherwise.

7. Representations of Seller and Leasing. The
Seller and Leasing each hereby represent and warrant to the
Buyer, its successors and assigns, that this Agreement was
duly authorized by it and lawfully executed and delivered
for a valid consideration. Annex I and the footnotes
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thereto are an 1ntegral part of this Agreement and are

incorporated by reference|herein.

8.

Limitation of Buyer Liability.

Notwithstand-

ing anything herein to the contrary, the representations,

warranties,

undertakings and agreements herein made on the

part of the Buyer are madé and intended notias personal

]
representations, warrantles,

undertakings and agreements by

The Connecticut Bank and Trust Company or for the purpose
or with the intention of blndlng said bank personally but
are made and intended forlthe purpose -of binding only the

Trust Estate (as such term is used
and this Agreement is executed and
not in its own right but solely in
powers expressly conferred upon it

in the Trust Agreement),
delivered by said bank
the exercise of the

as trustee under the

Trust Agreement;

ity or personal respon31b1
any time be asserted or en
hereunder (except as provi
of the Trust Agreement) on
the Trust Agreement or on
warranty, undertaking or &
either expressed or implie
if any, being expressly| wa
and Leasing and by all per
under the Seller and Leasi

9. Governing La

and except in. the
duct or gross negligence by sald bank,

case of w1lful miscon-
no personal liabil-
lity is assumed by or shall at
forceable agalnst said bank

ded in Sections 4.01 and 4.02
account of this Agreement or
account of any representation,
greement of said bank hereunder,
d, all such personal liability,
ived and released‘by the Seller
sons claiming by,‘through or

ng. i

w. This Agreement shall be gov-

erned by and construed 1in
State of Illinois.

10. Execution,
any number of counterparts
to be an original and all
tute a single instrument.
any counterpart be signed
each party hereto shall. de
it to Messrs.
for the Agent. Although £
is dated as of the date'fl
dates of execution hereof
acknowledgments hereto.l

11. S

Headings.

accordance with the laws of the

This Agreement may be executed in
, each of which shall be deemed
of which together shall consti-
It shall not be necessary that
by all the partles so long as
liver a counterpart signed by

Cravath, Swélne & Moore, special counsel

Or convenience this Agreement
rst set forth above, the actual

are the dates stated in the

|
|
i

ection headings have been pro-
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vided for convenience only and do not form part of this
instrument.

IN WITNESS WHEREOF, the parties hereto have
caused this instrument to be executed by duly authorized
officers as of the date first set forth above.

THE CONNECTICUT BANK AND TRUST
COMPANY, not in its individual
capacity but solely as Trustee,

by
[Corporate Seal]

Authorized Officer
Attest: ‘

Authorized Officer
CHICAGO AND NORTH WESTERN
TRANSPORTATION COMPANY,

by
[Corporate Seal]

Senior Vice President
Attest:

Assistant Secretary

NORTH WESTERN LEASING COMPANY,

by
[Corporate Seal]

Attest:

Assistant Secretary
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MERCANTILE—SAFE‘DEPOSIT AND
TRUST COMPANY, as Agent,

by <
[Corporate Seal] L :

Assistant?Vice President
Attest:

Corporate Trust Officer
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STATE OF CONNECTICUT,)
Y 8S.:1.
COUNTY OF HARTFORD, )

On this day of January 1981, before me
personally appeared , to
me personally known, who, being by me duly sworn, says that
he is an Authorized Officer of THE CONNECTICUT BANK AND
TRUST COMPANY, a Connecticut banking corporation, that one
of the seals affixed to the foregoing instrument is the
corporate seal of said Corporation, that said instrument
was signed and sealed on behalf of said Corporation by
authority of its Board of Directors and he acknowledged
that the execution of the foregoing instrument was the free
act and deed of said Corporation.

Notary Public
[Notarial Seal]

My Commission Expires

STATE OF ILLINOIS,)

) SS.:
COUNTY OF COOK, )
On this day of January 1981, before me
personally appeared , to me personally known,

who, being by me duly sworn, says that he is a Senior Vice
President of CHICAGO AND NORTH WESTERN TRANSPORTATION
COMPANY, a Delaware corporation, that one of the seals
affixed to the foregoing instrument is the corporate seal
of said Corporation, that such instrument was signed and
sealed on behalf of said Corporation by authority of its
Board of Directors and he acknowledged that the execution
of the foregcoing instrument was the free act and deed of
said Corporation.

Notary Public
[Notarial Seal]

My Commission Expires



‘
STATE OF ILLINOIS,) ) :
) Ss.: W
COUNTY OF COOK, )

On this day of January 198lg'befdre me per-
sonally appeared l, to me personally
known, who, being by me duly sworn, says that he is a Senior
- Vice President of NORTH WESTERN LEASING COMPANY, a Delaware
corporation, that one of the seals affixed ‘to the foregoing
instrument is the corporate seal of said Corporatlon, that
such instrument was signed and sealed on behalf of said
Corporation by authorlty of its Board of Directors and he
. acknowledged that the exe~ution of the foregoing instrument
was the free act and deed|of said Corporatlpn.
|

1

\
I
!
|
_\ 1
Lo
\
\
I
1l

' |
‘ Notary Public
| |

!

[Notarial Seal]

My Commission Expires

[

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

*

‘ !
. On this ;day of January 1981, before me per-
sonally appeared L to me personally
known, who, being by me duly sworn, says that he is an
Assistant Vice President of MERCANTILE- SAFE‘DEPOSIT AND TRUST
COMPANY, a Maryland banklng corporation, that one of the
seals affixed to the fore901ng instrument i's the corporate
seal of said Corporatlon,ithat said instrument was signed and
sealed on behalf of said Corporation by authority of its
Board of Directors and he acknowledged that'the execution of
the foregoing 1nstrument was the free act and deed of said
Corporation.

‘ Notary Public
[Notarial Seal]

. _ |
My Commission Expires ;
| |
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Hulk Purchase Agreement
ANNEX I*

To Be
Selected
From
Locomotives :
Bearing Hulk
Road Numbers Purchase Price
Quantity Description (Inclusive) Per Unit Total

North Western Leasing Company

22 Gp-7 CNW 4431-4442 $75,000 $1,650,000
Locomotives CNW 4445 C
CNW 4447
CNW 4453
CNW 4455
CNW 4459-4461
CNW 4463-4465

Chicago and North Western Transportation Company

5 GpP~7 CNW 1569 75,000 375,000
Locanotives CNw 1591
CNW 1595
CNW 1597
CNW 1625
CNW 1576
CNW 1585

3 GP-9 . CNW 1733 75,000 225,000
Locomotives W 1753 '
CNW 1765

$2,250,000

* It is agreed that, notwithstanding anything to the contrary contained
in this Exhibit A or in the Hulk Purchase Agreement to which this Exhibit
A is annexed ("this Agreement"), this Agreement will only cover Hulks
delivered by the Seller and Leasing and accepted by the Buyer pursuant to
Paragraph 1 of this Agreement. After delivery of all the Hulks covered by
this Agreement, this Exhibit A will be appropriately amended to describe
only those Hulks covered by this Agreement and will designate the particu-
lar road numbers thereof.
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