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Washington, D.C. 20423
Atten: Mildred Lee, Room 2303 wrepsTATE COMMERCE COMMISSION

Dear Ms. Lee: //

"

158 Wﬂnmhxnua,|1'Q

I have enclosed herein an original and one (1)

notarized copy of a Purchase Agreement and a Loan and Security

U Agreement to be recorded pursuant to Section 11303 of Title 49 of
the United States Code.

\ The names and addresses of the parties to each of the
documents are as follows: .
Q/j Purchase Agreement
Seller: Evans Railcar Leasing Company
450 E. Devon
Suite 300
N Itasca, Illinois 60143
w
Q*“ Purchaser: United States Rail Services, Inc.
\> : 615 Battery Street

San Francisco, California 94111

Other

Parties: Equitable Bank, National Association
100 S. Charles Street
Baltimore, Maryland 21201

; Evans Transportation Company

. . 450 E. Devon

: Suite 300

! Itasca, Illinois 60143

&

A .
‘\__./
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GEBHARDT & SMITH

Interstate Commerce Commission
November 4, 1987
Page 2

Loan and Security Agreement

Debtor: U.S. Rail Services
615 Battery Street
San Francisco, California 94119

Secured
Party: Equitable Bank, National Association

100 S. Charles Street
Baltimore, Maryland 21201

A description of the equipment covered by the documents

is attached hereto as Exhibit ”7A.”

I am enclosing herein a check in the amount of $20.00
for the filing fees related to the above-referenced two (2)
documents.

I would appreciate your returning the original
documents to me upon completion of the registration.

Thank you for your assistance in this matter.
Sincerely _

72—

Louis J. Ebert
LIJE/rp
Enclosures

62533).1let



EXHIBIT A

Number Type Lot Date Car
of Cars _Built Number Lessee Built Numbers
100 Gondolas 1919-01 I1linois Central 1981 I1CG 246850-246949
Gulf Railroad
25 Bulkhead Flats 2023-12 McCloud River 1981 FRDON 6025-6049
22 Bulkhead Flats 1948-00 Willamina & Grand Ronde 1981 FRON 6000-6005; 6007-6015;
6018-6024
24 Bulkheads Flats 1975-00,02 Columbia & Silver Creek 1982 CLSL 2800-2808; 2810-2824
50 XM Boxes 2001-04 Oklahoma Kansas & Texas 1982 OKKT 700000-700049
10 XL Boxes 1929-00 Maine Central 1980 LNAC 1003; 1032; 1043; 1048; 1053;
: 1057; 1061; 1064; 1065; 1069
4 XL Boxes 1929-00 Storage 1980 MRCX 1019; 1027; 1046; 1074
6 XL Boxes 2116-906 Columbus & Greenville - 1980 CAGY 901-906
3 Covered Hoppers 1609-03 Storage : 1980 USLX 26744; 26745; 26748
2 Covered Hoppers 2161-19 General Chemical 1980 USLX 26743; 26747
1 Covered Hoppers 2088-07 Canadian Pacific 1980 USLX 26746
25 Tanks 1942-00 Rohm & Haas 1981 USLX 21945-21969 _
10 Tanks 1989-02 Riceland Foods 1982 USLX 21843; 22117; 22119; 22141;
' 22166; 22171; 22211; 22219; 22225;
22226
1 Tank$ 1775-16 Air Products 1982 ERLX 122

B Tanks 2133-01 Bunge 1981 ERLX 123



Exhibit A

Page 2

Number Type Lot Date Car

of Cars Built Number Lessee Built Numbers

2 Tanks 2110-02 GAF 1982 ERLX 129; USLX 21841

1 Tank 1995-02 Carolina By-Products 1981 ERLX 124

3 Tanks 2162-01,02 Universal 0il 1981 ERLX 128; USLX 21834; 22223

3 Tanks i575-19 FMC 1980 ERLX 120; 121; 126

3 Tanks 1575-20 FMC 1982 USLX 22106; 22127; 22136

8 Tanks 2100-07,10 Ciba-Geigy 1982 ERLX 125; USLX 21845; 22118; 22135;
22138; 22173; 22196; 22220

2 Tanks 2008-17 Storage 1981 ERLX 127; USLX 22029

306



Inteestate € ammerre € ammission
Washington, B.L. 20423
OFFICE OF THE SECRETARY '

11/4/87

Louis J. Ebert

Gebhardt § Smith

The World Trade Center 9th FL.
Baltimore,Maryland 21202

Dear Sir:

’me { - - - V -

io : ~ ¢ - - -

’ /4/8 ’ aﬁ .

/

;ecordation number (8) . 15366 § 15366-A

Sincerely yours,

' Eneclosure(s)
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(7/79)
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INTERSTATE COMMERCE COMMISSION

PURCHASBE AGREEMENT

AMONG

EQUITABLE BANK, NATIONAL ASSOCIATION
and
UNITED STATES RAIL SERVICES, INC.

and

-

EVANS RAILCAR LEASING COMPANY
and

EVANS TRANSPORTATION COMPANY

Dated: August 1,

1987
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EQQCHASE AGREEMENT

THIS AGREEMENT (”AGREEMENT”) is made as of the 1lst day
of August;“i987, among Equitable Bank, National Association (the
#BANK”), a national banking association with its principal place
of business at 100 S. Charles Street, Baltimore, Maryland 21201,
United States Rail Services, 1Inc. (”BUYER”), a cCalifornia
corporation, with its principal place of business at 615 Battery
Street, San Francisco, California 94111, Evans Railcar Leasing
Company (”EVANS”), an Illinois corporation with its principal
place of business at 450 East Devon, Suite 300, Itasca, Illinois
60143 and Evans Transportation Company (”ETC”), an Illinois
corporation with- its principal place of business at 450 East
Devon, Suite 300, Itasca, Illinois 60143. (Evans and ETC are

sometimes collectively referred to as ”SELLERS.”)

Recitals

WHEREAS, on or about April 1, 1983 the BANK made a loan
("EVANS LOAN”) to EVANS in the original principal amount of Ten
Million Dollars ($10,000,000.00). The LOAN was evidenced by
EVANS’ 13% Equipment Promissory Note, Issue AX (“EVANS NOTE”)
dated May 4, 1983. The EVANS NOTE was secured pursuant to a
Security Agreement (“EVANS SECURITY AGREEMENT”) dated as of April
1, 1983 pursuant to which EVANS granted to the BANK a security
interest in 310 railroad cars and in the leases relating to the
cars. The EVANS NOTE was guaranteed by ETC pursuant to a

guaranty agreement (”GUARANTY”) dated as of April 1, 1983 (The

1



EVANS NOTE, EVANS- SECURITY AGREEMENT, GUARANTY and other
documents relating to the EVANS LOAN collectively are referred to
as the ”EVANS LOAN DOCUMENTS”) ; and

WHEREAS, EVANS defaulted under the EVANS NOTE and the
BANK demanded payment of the EVANS NOTE in full from the SELLERS.
The SELLERS failed to pay the EVANS NOTE and the BANK instituted
legal proceédings in the United States District Court for the
Northern District of.Illinois (the ¥YCOURT”). on July 10, 1986
the COURT awarded judgment (#JUDGMENT”) in favor of the BANK
against the SELLERS in the amount'of $10,440,424.14; and

WHEREAS, in December 1986, the BANK obtained a judgment
lien in its favor on certain of the property of SELLERS
(*JUDGMENT LIEN”); and

WHEREAS, BUYER desires to purchase the railroad cars
and certain of the leases related thereto which serve as
collateral for the EVANS NOTE, which cars are listed on Exhibit.
"A* attached hereto (the ”CARS”), and which leases are listed on
Exhibit #B” attached hereto (”ASSIGNED LEASES¥); and

WHEREAS, the BANK offered to release the JUDGMENT and
JUDGMENT LIEN against the SELLERS provided that EVANS transfer
the CARS and.the ASSIGNED LEASES to BUYER, and the SELLERS agree
to certaih other terms and conditions as described below; and

WHEREAS, the SELLERS accepted the BANK’s offer and the
parties memorialized their undefstanding in a non-binding letter
of intent dated April 20, 1987; and

WHEREAS, the BANK and BUYER memorialized their



__‘-"*

understanding of the essential terms and conditions under which
the BUYER would purchase the CARS and the ASSIGNED LEASES from
the BANK or EVANS .in a memorandum of understanding dated May 27,
1987; and

WHEREAS, all of the parties hereto now wish to
memorialize all of the terms and conditions pursuant to which
EVANS shall transfer the CARS and the ASSIGNED LEASES to BUYER in
satisfaction of the JUDGMENT, the BANK shall release the JUDGMENT
LIEN and BUYER shall pay the BANK for the CARS and the ASSIGNED
LEASES.

NOW, THEREFORE, in consideration of the foregoing and
other good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, including without
limitation, the mutual consent of the parties hereto, the parties
do hereby agree as follows:

ARTICLE I
Definitions
e itions. In addition to words and terms
elsewhere defined in this AGREEMENT, the following words and
terms as used herein shall have the following meanings unless
some other meaning is apparent from the context in which the
words and terms are used. '

YAAR SETTLEMENT PROCEEDS” means a payﬁent from any
source of AAR SETTLEMENT VALUE.

~#AAR SETTLEMENT VALUE” means the settlement value of a
CAR as determined under Rule 107 of the Field Manual of the



A.A.R. Interchange Rules (1981).

»ASSTGNED LEASES” means those leases listed in Exhibit
#g,” as tt{e same relate and pertain to CARS delivered and
’ -

accepted by BUYER hereunder, including but not limited to, the
right to all payments due or to become due under the ASSIGNED
LEASES and any renewals or extensions thereof, whether as rent,
jate charges, damages, insurance payments, termination payments,
ljoss payments, indemnities or otherwise, any and all proceeds of
the ASSIGNED LEASES (as proceeds are defined by the Uniform
commercial Code), and any renewals or extensions thereof,
together with all of the rights and remedies of EVANS to enforce,
collect and receive anyA and all of the foregoing sums assigned to
the extent to which the same accrue on and after DELIVERY of the
CARS.
' #ASSIG SS (9] G ¥ means the
agreement to be executed by BUYER in favor of SELLERS and the TBT
PURCHASER wherein the BUYER agrees to assume the ASSUMED TBT
OBLIGATIONS 1listed in Section 12.01, in the form of Exhibit ~c”
attached hereto.

| FPASSIGNMENT OF LEASES*” means the agreement to be
executed by EVANS in favor of the BUYER transferring all of
EVANS’ right, title and interest in the ASSIGNED LEASES to BUYER,

in the form of Exhibit #“D* attached hereto.

~“BANK AGENT” means R.M. Haber & Associates, Inc.
”BANK’S FIRST LIEN” means the lien created as the

result of EVANS’ execution of the EVANS SECURITY AGREEMENT.



"BANK'’S SECOND LIEN” means the lien to be created as
the result of the BUYER’S execution of the BUYER'’S SECﬁRITY
AGREEMENT.

YBUYER’S SECURITY AGREEMENT” means the security
agreement to be executed by BUYER in favor of the BANK wherein
the BANK is granted a security interest in the CARS and REVENUES
‘as collateral for the BUYER’S obligations under the NOTE, in the
form of Exhibit “E” attached hereto.

#CAR” means a railroad car which is being transferred
by EVANS to the BUYER pursuant to this AGREEMENT, as listed on
Exhibit “A,* together with any and all parts, equipment,
accessories, additions, repairs, replacements or other components
thereof, thereto or therefor, and transferable warranties, if
any, with respect thereto.

"CAR PURCHASE PRICE” means the price of each CAR by
type as listed in Exhibit ”F” attached hereto.

TCASUALTY PAYMENT” means any payment in respect of a
DESTROYED CAR, including, but not limited to, insurance proceeds
and AAR SETTLEMENT VALUE.

“DESTROYED” or "DESTROYED CAR” means a CAR which is
worn out, lost, stolen, destroyed, damaged beyond economic repair
or otherwise rendered unsﬁitable or unfit for use from any cause
whatsoever.’

#INTERIM CLOSING” means a series of transactions as
described in Article 6 herein.

 #FINAL CLOSING” means a series of transactions as



described in Article 7 herein.

*LEASES” means all of the leases pertaining to the
CARS, which ieases are listed on Exhibit ”G” attached hereto.

”MANUAL®” means the Office Manual of the A.A.R.
Interchange Rules (1981). |

"NOTE* means the master purchase money promissorf note
to be executed by BUYER in favor of the BANK as consideration for
the transfer of CARS from EVANS, in the form of Exhibit ~”H”

attached hereto.

7"PRIOR LIENS” means: (1) the rights of the BANK

. pursuant to the BANK'’S FIRST LIEN; (2) the rights, if any, of the

3ANK under the JUDGMENT LIEN; (3) certain of the rights of the
TBT PURCHASERS under the TBT AGREEMENTS, as described in Section
12.01 herein; and (4) the rights of the lessees under the
ASSIGNED LEASES.

"PURCHASE PRICE” means the agreed upon price to be paid
by BUYER to the BANK for the CARS and the ASSIGNED LEASES of Five
Million Five Hundred Seventy-~Five Thousand Dollars
($5,575,000.00), subject to adjustment as provided in this
AGREEMENT.

PREVENUES” means all rents, mileage credits, per diem
payments, car hire, CASUALTY PAYMENTS and other payments
generated by or attributable to the CARS. |

“TBT AGREEMENTS” means the Safe Harbor Leases listed in
Exhibit ”M~* attached hereto.

#TBT _PURCHASERS” means the lessors under the TBT



AGREEMENTS.

ARTICLE 2
Sale of Cars

Section 2.01. Convevyance. Subject to the terms and
conditions hereof, EVANS agrees to sell to BUYER, and BUYER
agrees to purchase from EVANS, the CARS and the ASSIGNED LEASES
for thé PURCHASE PRICE, which PURCHASE PRICE shall be paid by
BUYER to BANK as herein provided. BUYER agrees to assume from
EVANS all of EVANS’ obligations and duties as lessor under the
ASSIGNED LEASES to the extent that such obligations and duties
accrue subsequent to DELIVERY of the CARS. This sale is
expressly made subject and subordinate to the PRIOR LIENS.

Section 2.02. Purchase Price; Other cConsideration.

The price to be paid by the BUYER to the BANK for the
CARS and the ASSIGNED LEASES is Five Million Five Hundred
Seventy-Five Thousand Dollars ($5,575,000.00), as set forth in
more detail on Exhibit ”F¥ attached hereto, subject to adjustment
as provided herein. The consideration to be given by the BANK to
the SELLERS for the transfer of the CARS to BUYER consists of
partial satisfaction of the JUDGMENT for each CAR transferred to
BUYER; furthermore, a complete release and satisfaction of the
JUDGMENT and a release of all of its liens upon the assets of the
SELLERS will be provided by the BANK to SELLERS provided that
either all of the CARS are conveyed by EVANS to BUYER in

accordance with this AGREEMENT or, if less than all of the CARS



are so transferred, the BANK receives from EVANS the payments
described in Section 13.01 (i).
§géfion 2.03. Method of Payment. All payments to be

made by BUYER hereunder shall be made by BUYER by wire transfer-
to Equitable Bank, National Association, 100 S. Charles Street,

paltimore, Maryland 21201, Atteﬁtion: Michael J. Fina, "For
the credit of United States Rail Services, Inc.” in immediately
available United States funds, such payment to be applied to the
NOTE. Such payments shall be confirmed by BUYER by written

notice to BANK and to each of the SELLERS.

ARTICLE 3

Equipment Wag;anties and Covenantg

- Section 3.0]1. Warranties. EVANS warrants to the BANK,

and EVANS and the BANK warrant‘to the BUYER, that, at the time of
DELIVERY:

(i) BUYER shall receive good title to the CARS and to
the ASSIGNED LEASES:;

(ii) the CARS and the ASSIGNED LEASES shall be free
and clear from any encumbrances of any persons claiming by,
through or under EVANS, except for the PRIOR LIENS;

(1ii) the CARS shall conform in all material respects
to the applicable rules of the MANUAL and of the United States
Department of Transportation; and

(iv)  the CARS shall be clean, suitable for the

function for which they were designed and the service for which



they were generally used, in good condition considering their
age, and tank CARS shall be free of any product residue, mil
scale or oéher interior tank rust or corrosion such that such
tank CARS are suitable for crude vegetable oil service; provided
however, that the CARS listed on Exhibit #B” shall not be
required to be so clean and tank CARS listed on Exhibit ”B” shall
also not be required to be so free of any product residue, mil
scale or other interior tank rust or corrosion.

SECTION 3.02. LIMITATION OF WARRANTY. THE WARRANTIES
IN SECTION 3.01 ARE EXPRESSLY IN LIEU OF, AND BUYER ACKNOWLEDGES
THAT NEITHER THE BANK NOR EITHER OF THE SELLERS HAVE MADE AND
WILL NOT BE DEEMED TO HAVE MADE, AND THE BANK AND EACH OF THE
SELLERS DISCLAIM, ANY OTHER REPRESENTATIONS, WARRANTIES AND
GUARANTEES OF ANY KIND WHATSOEVER, EXPRESS OR‘IMPLIED, CONCERNING
THE CARS OR ANY PART OR COMPONENT THEREOF, INCLUDING, BUT NOT
LIMITED TO, ANY EXPRESS OR IMPLIED WARRANTY AS TO THE CONDITION
OF THE CARS, WORKMANSHIP, INFRINGEMENT OF ANY PATENT, TRADEMARK
OR OTHER RIGHT IN RESPECT OF THE’CARS, VALUE, DESIGN, QUALITY,
DURABILITY, OPERATION, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE. BUYER WAIVES ANY AND ALL RIGHTS AND REMEDIES
IT MAY HAVE AGAINST THE BANK AND SELLERS RELATING TO ANY OTHER
REPRESENTATIONS AND WARRANTIES ALLEGEDLY MADE BY THE BANK OR BY
EITHER OF THE SELLERS. EXCEPT FOR THE EXPRESS WARRANTIES SET
FORTH IN SECTION 3.01 HEREOF, BUYER ACKNOWLEDGES THAT THE CARS
ARE BEING SOLD ON DELIVERY OF SUCH CARS “AS-IS-WHERE-IS AND WITH

ALL FAULTS.” BUYER WAIVES ALL CLAIMS IT NOW HAS OR MAY HAVE



AGAINST EITHER OF THE SELLERS OR THE BANK FOR TORT LIABILITY OR
PRODUCT LIABILITY WITH RESPECT TO THE CARS OR ANY PART OR
COMPONENT THEREOF, IT BEING AGREED THAT, EXCEPT WITH RESPECT TO
THE WARRANTIES SET FORTH IN SECTION 3.01 HEREOF, ALL RISKS
INCiDENT THERETO ARE TO BE BORNE BY BUYER IN THE EVENT OF ANY
DEFECT OR DEFICIENCY IN THE CARS OR ANY PART OR COMPONENT
THEREOF, WHETHER PATENT OR LATENT, AND THAT NEITHER THE BANK NOR
EITHER OF THE SELLERS SHALL HAVE ANY RESPONSIBILITY OR LIABILITY
WITH RESPECT THERETO.

ONCE A CAR IS DELIVERED, THE BUYER AGREES THAT NEITHER
OF THE SELLERS NOR THE BANK SHALL BE LIABLE TO THE BUYER' FOR ANY
LIABILITY, CLAIM, ILOSS, DAMAGE OR EXPENSE OF ANY KIND OR NATURE
CAUSED, DIRECTLY OR INDIRECTLY, BY ANY CAR OR ANY INADEQUACY
THEREOF FOR ANY PURPOSE, OR ANY DEFICiENCY OR DEFECT THEREIN, OR
THE USE OR MAINTENANCE THEREOF, OR ANY REPAIRS, SERVICING OR
ADJUSTMENTS THERETO, OR ANY INTERRUPTION OR LOSS OF SERVICE OR
USE THEREOF, OR ANY LOSS OF BUSINESS, OR ANY DAMAGE WHATSOEVER
AND HOWSOEVER CAUSED.

NO AGREEMENT ALTERING OR EXTENDING THE BANK’S OR EITHER
OF THE SELLERS' LIABILITY FOR REPRESENTATIONS AND WARRANTIES
SHALL BE BINDING UPON THE BANK OR EITHER OF THE SELLERS UNLESS IN

WRITING AND EXECUTED BY BOTH OF THE SELLERS, THE BANK AND BUYER.

ARTICLE 4
Inspection and Acceptance
Sgg;ign 4.01. Inspection. EVANS shall periodically

notify BUYER and the BANK AGENT orally, then confirm in writing,

10



of the location(s) where CARS may be inspected (”INSPECTION
NOTICE”). The INSPECTION NOTICE shall state:

(if. the address (or other location-identifying
information) where the CARS are being stored or will be awaiting
inspection;

(ii) if the CARS are listed on Exhibit *B¥, for how
long the CARS will be at such location;

(iii) the number of CARS which will be available for
inspection;

(iv) the type of CARS; and

(v) CAR numbers.

Sectijon 4.02. Inspection Procedure.

(a) As soon as possible, but no later than within
twenty-one (21) days of oral notification of the information set
forth in Section 4.01, representatives of BUYER shall inspect the
CARS at the location described in the INSPECTION NOTICE for the
purpose of accepting or rejecting the CARS. The CARS shall be
deemed ”ACCEPTABiB' if they meet the standards set forth in
Section 3.01 above. The BANK AGENT shall assist BUYER and EVANS
in the inspection process, if requested, and draw its own
conclusions concerning whether a CAR is ACCEPTABLE.

(b) If the BUYER finds a CAR NON-ACCEPTABLE, it shall,
within five (5) days of the inspection, notify EVANS and the BANK
AGENT orally, then confirm in writing, of:

(i) the CAR type;
(ii) the CAR number:;

11




(iii) the CAR location; and
(iv) the deficiencies in CAR condition (”CAR

DEFICIENCIES’). (said notice hereinafter referred to as the
#DEFICIENCY NOTICE”).

(c) EVANS shall, within five (5) days of receipt of
oral notification of the information set forth in Section 4.02
(b), inform the BUYER orally, then confirm in writing, with a
copy to the BANK AGENT, whether it agrees with the DEFICIENCY
NOTICE as to each CAR listed therein. As to that part of the
notice with which it agrees, it shall proceed to correct the CAR
DEFICIENCIES as soon as practicable at itslsole expense. If it
disagrees with the DEFICIENCY NOTICE as to any CARS, a meeting
shall be held promptly among the BUYER, the BANK AGENT and EVANS
to attempt to reéolve the disagreement. If, after such meeting
there is still a disagreement, the parties agree to the
resolution of such disagreement in accordance with Article 21
hereof.

(d) If a CAR conforms to the specifications contained
in Section 3.01, BUYER shall execute and deliver to EVANS, with a
copy to the BANK AGENT, an EQUIPMENT ACCEPTANCE RECEIPT
substantially in the form attached hereto as Exhibit “I,” stating
that such CAR or CARS have been inspected and accepted on behalf
of BUYER. The BUYER’s execution and delivery of the EQUIPMENT
ACCEPTANCE RECEIPT shall conclusively establish that such CAR is

ACCEPTABLE to, and has been accepted by, BUYER.
Section 4.03. Repajirs. If BUYER issues a DEFICIENCY

12



NOTICE as to CARS as to which EVANS agrees, and EVANS proceeds to
make repairs to the CARS, BUYER shall be obligated to execute and
deliver an EQUIPMENT ACCEPTANCE RECEIPT and to purchase such CARS
if the repairs are completed to correct or cure the CAR
DEFICIENCIES within a reasonable period of time as determined by
an inspection in accordance with Article 4 hereof as to solely
the CAR DEFICIENCY sought to be cured or corrected. If the
repairs are not so completed within a reasonable period of time,
which shall be no later thén the FINAL CLOSING, BUYER shall not
be obligated to purchase such CARS and the CAR PURCHASE PRICES of
such CARS shall be deducted from the PURCHASE PRICE; provided
however that BUYER may make an offer to the BANK and SELLERS to
purchase such CARS at a reduced price.

Section 4.04. Costs of Inspection. All of BUYER'’s
inspection costs shall be borne by BUYER. All costs of repairs
to correct or cure CAR DEFICIENCIES shall be borné by EVANS.

Section 4.0S5. Waiver of Insgeg;ign Rights. If
twenty-one (21) days elapse from BUYER’s receipt of oral
notification of the information set forth in Section 4.01, and
BUYER has not inspected any or some of the CARS listed on said
notice, BUYER shall be deemed automatically to have found such
uninspected CARS listed on such INSPECTION NOTICE “ACCEPTABLE,”
and to have acceptéd all such CARS for all purposes hereunder.
BUYER hereby irrevocab;y grants a power of attorney, coupled with
an interest, to EVANS to execute an EQUIPMENT ACCEPTANCE RECEIPT

with respect to such uninspected CARS.

13




ARTICLE 5
Delivery, Title, Risk of Loss

§gétion 5.01. Delivery. Subject to the provisions of
Section 5.02 hereof, EVANS shall be deemed to have delivered the
CARS to BUYER and BUYER shall be deemed to have accepted delivery
of the CARS from EVANS immediately upon their acceptance by BUYER
f.o.t. at the various 'locations designated by EVANS in the
INSPECTION' NOTICE relating to such CARS or at such other
locations within the continental United States as designated by
EVANS. EVANS shall use reasonable efforts to: (1) have CARS
available for inspection as soon as possible subsequent to the
execution of this AGREEMENT; (2) have all of the CARS available
for inspection and delivery within six (6) months of the
execution of this AGREEMENT; and (3) store CARS for the purpose
éf inspection and delivery in as few locations as is reasonably
practical. EVANS shall have no obligation to store, pay or
reimburse BUYER for the payment of storage costs for CARS after
they have been delivered to BUYER. The parties shall cooperate
with BUYER regarding delivery of CARS so as to minimize or.
eliminate sales taxes and transportation charges.

Section 5.02. Delivery Procedure. At the time of
delivery of a CAR, the following transactions shall occur:

(a) BUYER shall execute and deliver to EVANS, with
copies to the BANK and BANK AGENT, an EQUIPMENT ACCEPTANCE
RECEIPT, substantially ih the form of Exhibit #I~ attached

hereto; and

14



(b) EVANS shall tender possession of the CAR to the
BUYER.

DELIVERY shall be deemed to have occurred once items
(a) and (b) have taken place, provided thatlthere has not been a
material EVENT OF DEFAULT, as defined herein, by SELLERS or the
| BANK under this AGREEMENT.

Section 5.03. Automatic Events. Upon DELIVERY of a
CAR, the following events shall automatically be deemed to have
occurfed:

(a) legal title to the DELIVERED CAR shall pass to
BUYER?

(b) there shall be deemed to be an advance under the
NOTE in a principal amount equal to the CAR PURCHASE PRICE of the
DELIVERED CAR, and interest shall commence accruing as of the
date of DELIVERY of such CAR at the rate provided for in the
NOTE:;

(c) the BANK’S SECOND LIEN shall be deemed to attach
to the DELIVERED CAR pursuant to Section 2.4 of the BUYER’S
SECURITY AGREEMENT, and the EQUIPMENT ACCEPTANCE RECEIPT relating
to such CAR shall become a schedule (”SCHEDULE”) to the BUYER'’S
SECURITY AGREEMENT:;

(d) the ASSIGNMENT and ASSUMPTION AGREEMENT  shall
become effective with respect to such CAR;

(e) the ASSIGNMENT OF LEASES shall become effective

with respect to such CAR if such CAR is listed on Exhibit ”B.”

Section 5.04. REVENUES. BUYER shall be entitled to
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all REVENUES as of the date of DELIVERY. From and after DELIVERY
of any CAR, EVANS will turn over to BUYER: (i) all amounts
received by it on account of mileage payments for such CARS
pearing EVANS reporting marks, at no cost or expense to BUYER;
and (ii) all amounts received by it on account of per diem
payments received for such CARS bearing the lessee’s railroad
reporting marks, after déducting therefrom reasonable charges for
the collection, handling and disbursement to BUYER of such per
diem payments, such charges tb comnmence after the sixtieth day
following DELIVERY of such CARS. Upon reasonable request, EVANS
shall permit BUYER to audit its books and records to verify
proper disposition of such charges and payments.

Section 5.0S. Risk of loss. Any and all risks
relating to or pertaining to the CARS and their ownership, use,
operation, condition or otherwise, including but not limited to,
risk of loss, damage and.destruction of the CARS shall transfer
from EVANS to BUYER upon DELIVERY of such CARS to BUYER.

Section 5.06. Delivery Costs. BUYER shall be liable
for all costs relating to the CARS subsequent to DELIVERY of the
CARS. EVANS shall be liable for all costs in bringing CARS to

inspection locations.

ARTICLE 6
Interim Closi
Sectjon 6.01. Timing. Oon the first business day of

each month following the commencement of inspections, there shall
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be a closing (”INTERIM CLOSING”).

Section 6.02. Documentation. At each INTERIM CLOSING
the followiné documents shall be executed and delivered (the
#INTERIM CLOSING DOCUMENTS”):

a. EVANS shall execute and deliver to BUYER a bill
of sale (”BILL OF SALE”) in the form of Exhibit *J” attached
hereto, dated as of the date of DELIVERY.

b. EVANS shall execute Aall other documents

reasonably requested by BUYER to enable BUYER to have its

ownership of the CARS registered in the UMLER file.

c. BUYER shall execute and deliver to the BANK
any other documents deemed necessary by the BANK in order to
properly perfect the BANK’s SECOND LIEN on the CARS with the
Interstate Commerce Commission in accordance with Section 11303
of Title 49 of the United States Code:;

d. BUYER shall acknowledge in writing its approval
of the entries by the BANK on the 7”grid” portion of the NOTE
representing advances made during the previous month.

e. BUYER shall deliver at the first INTERIM CLOSING
to the BANK and SELLERS an opinion of counsel of BUYER, dated as

of the date of the first INTERIM CLOSING, to the effect that: (i)

. The BUYER is duly organized and is a validly existing corporation

in good standing under the laws of the State of California, has
the corporate power to own its respective properties and conduct
its businesses and is duly qualified and/or licensed to transact

business in the State of California. The BUYER has full power,

17



authority and 1legal right under the 1laws of the State of
California to execute and deliver the AGREEMENT, the NOTE,
BUYER'’S SECﬁﬁITY AGREEMENT, the ASSIGNMENT and ASSUMPTION
AGREEMENT, the INTERIM CLOSING DOCUMENTS and all other documents
contemplated by this AGREEMENT to be executed by BUYER (the NOTE,
BUYER’S SECURITY AGREEMENT, ASSIGNMENT and ASSUMPTION AGREEMENT,
the INTERIM CLOSING DOCUMENTS and all other documents
contemplated by this AGREEMENT to be executed by BUYER are
hereinafter referred to as the "BUYER’S OTHER DOCUMENTS”) and to

pérform and observe the terms and conditions of each thereof, and

_the execution and delivery of the AGREEMENT and the BUYER'’S OTHER

DOCUMENTS does not conflict with or result in a violation of, or

constitute a default under, any of the terms, conditions or

provisions of its articles of incorporation or by-laws, any 1aw,'

regulation, order, writ, injunction or decrée of any court or
governmental instrumentality, domestic or foreign, or of any
indenture, credit agreement, lease, guaranty, document, agreement
or other instrument to which the BUYER is now a party or by which
it is bound; (ii) that no consent or approval of any governmental
agency or commission or public or quasi-public body is necessary
for the due execution and delivery of the AGREEMENT and the
BUYER’S OTHER DOCUMENTS or for the validity, payment or
enforceability of any thereof; (iii) that the AGREEMENT and the

BUYER’S OTHER DOCUMENTS have been duly authorized, executed and

delivered by BUYER and, assuming the due authorization, execution

and delivery of each thereof by the parties thereto other than
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the BUYER, constitute legal, valid and binding obligations of the
BUYER enforceable in accordance with their respective terms,
subject to bankruptcy, insolvency, reorganization, moratorium, or
other laws affeéting the enforcement of creditors’ rights
generally from time to time in effect and to all applicable
principles of equity if equitable remedies are sought; (iv) that
the NOTE is entitled to the benefits and security of the BUYER'’S
SECURITY AGREEMENT, and the CARS which have been DELIVERED and
the REVENUES relating thereto are subject to the 1lien and
security interest of the BUYER’S SECURITY AGREEMENT; (v) that
after the BUYER’S SECURITY AGREEMENT has been duly filed and
recorded with the Interstate Commerce Commission in accordance
with Section 11303 of Title 49 of the United States Code, no
other filing or recording thereof will be necessary to perfect
the lien and security interest of the BANK in and to the CARS and
REVENUES under the BUYER’S SECURITY AGREEMENT in any state of the

United States of America or the District of Columbia; (vi) that

there has been no change in the title to the CARS from the title .

which was conveyed to BUYER by EVANS upon DELIVERY; (vii) that,
to the knowledge of éounsel after due inquiry, the CARS are free
of all claims, liens and encumbrances of persons claiming by,
under or through BUYER except only liens arising in the ordinary
course of business with respect to amounts not yet due and
payable and the PRIOR LIENS; (viii) that the BUYER’S SECURITY
AGREEMENT constitutes a valid and subsisting lien and security

interest of record according to its terms on all of the CARS
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which are DELIVERED; and (ix) that there are no tax liens
(including without limitation; tax liens filed pursuant to
Section 6323 of the Internal Revenue Code of 1954, as amended)
which have been filed against BUYER or are currently in effect
which would adversely affect the security interest of the BANK.
In rendering such opinion, counsel may assume that the laws of
Ccalifornia and of the United States are applicable to the matters
covered by such opinion.

f. The BANK shall execute and deliver to the SELLERS a
partial satisfaction of the JUDGMENT for each CAR DELIVERED
during the previous month and for payments made pursuant to
Section 13.01 (i) based on Exhibit #“K” attached hereto.

g. SELLERS shall deliver at the FIRST INTERIM
CLbSING to the BANK and the BUYER an opinion of counsel to.the
SELLERS, dated as of the date of the first INTERIM CLOSING, to
the effect that: (i) The SELLERS are duly organized and validly
existing corporations in good standing under the laws of the
State of Illinois and have the corporate power to own their
respective properties and conduct their businesses. The SELLERS
have full power, authority and legal right under the laws of the
State of Illinois to execute and deliver the AGREEMENT, the BILL
OF SALE, the ASSIGNMENT OF LEASES, ASSIGNKENT AND ASSUMPTION
AGREEMENT; the INTERIM CLOSING DOCUMENTS and all other documents
contemplated by this AGREEMENT to be executed by SELLERS or by
either of them (the BILL OF SALE, ASSIGNMENT OF LEASES,

ASSIGNMENT AND ASSUMPTION AGREEMENT, the INTERIM CLOSING
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DOCUMENTS and all other documents contemplated by this AGREEMENT
to be executed by SELLERS or by either of them are hereinafter
referred to as SELLERS’ OTHER DOCUMENTS”), and to perform and
observe the terms and conditions of each thereof, and the
execution and delivery of the AGREEMENT and the SELLERS’ OTHER
DOCUMENTS does not conflict with or result in a violation of, or
constitute a default under: (a) any of the terms, conditions or
provisions of their respective articles of incorporation or
by-laws, any law, regulation, order, writ, injunction or decree
of any court or governmental instrumentality, domestic or
foreign; or (b) except for TBT AGREEMENTS relating to CARS not
DELIVERED on or prior to the date of such opinion, any indenture,
credit agreement, lease, guaranty, document, agreement or any
other instrument to which the SELLERS are now a party or by which
they are bound (the ~INSTRUMENTS”), the conflict with, the
violation of or the default under any of such INSTRUMENTS renders
this AGREEMENT, the SELLERS’ OTHER DOCUMENTS and/or any of the
transactions contemplated thereby, void or voidable; (ii) that no
consent or approval of any governmental agency or commission or
public or quasi-public body is necessary for the due execution
and delivery by the SELLERS of the AGREEMENT.or the SELLERS’
OTHER DOCUMENTS or for the validity, payment or enforceability of
any thereof; (iii) that the AGREEMENT and the SELLERS’ OTHER
DOCUMENTS have been duly authorized, executed and delivered by
the SELLERS and, assuming the due authorization, execution and

delivery of each thereof by the parties thereto other than the
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SELLERS, constiéhte legal, valid and binding obligations of the
SELLERS executing the same, enforceable in accordance with their
respective :terms subject to bankruptcy, insolvency,
reorganization, moratorium, or other 1laws affecting the
enforcement of creditors’ rights generally from time to time in
effect and to applicable principles of equity if equitable
remedies are sought; (iv) that there are no liens of record on
the CARS or the ASSIGNED LEASES at the Interstate Commerce
commission or with the Secretary of State of Illinois or of which
counsel is aware, after searching such records at the Interstate
commerce Commission and the Secretary of State of 1Illinois,
except the PRIOR LIENS; and (v) that DELIVERY is effective to
transfer legal title to CARS and the ASSIGNED LEASES as they
pertain to CARS to BUYER. In rendering such opinion, counsel

may assume that the laws of Illinois and of the United States are

applicable to the matters covered by such opinion.

h. The BANK shall deliver at the first INTERIM CLOSfNG
to the BUYER and SELLERS an opinion'of‘counsel of BANK, dated as
of the date of the FIRST INTERIM CLOSING, to the effect that: (i)
The BANK is a duly and validly organized and existing national
banking association in good standing under the federal banking
laws. The BANK has full power and authority to enter into this
AGREEMENT. The BANK has authority to execute and deliver the
AGREEMENT, the INTERIM CLOSING DOCUMENTS and any other documents
contemplated by this AGREEMENT to be executed by the BANK (the

BANK'’S INTERIM CLOSING DOCUMENTS and all other docunments
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contemplated by this AGREEMENT to be executed by the BASK are
hereinafter referred to as the‘”BANK’S OTHER DOCUMENTS”), and to
consummate the transactions contemplated thereby. This AGREEMENT
and the BANK’S OTHER DOCUMENTS have been duly authorized by all
necessary corporate and other action of the BANK; (ii) that the
execution and delivery of the AGREEMENT and the BANK’S OTHER
DOCUMENTS will not conflict with or result in a violation of, or
constitute a default under, any of the terms, conditions or
provisions of its articles of incorporation or by-laws, any law,
regulation, order, writ, injunction or decree of any court or
governmental instrumentality, domestic or foreign, or .of any
indenture, credit agreement, lease, guaranty, document, agreement
or other instrument to which the BANK is now a party or by which
it is bound; (iii) that no consent or approval of any
governmental agency or commission or public or quasi-public body
is necessary for the due execution and delivery of the AGREEMENT
of the BANK’S OTHER DOCUMENTS or for the validity, payment or
enforceability of any thereof; and (iv) that the AGREEMENT and
the BANK’S OTHER DOCUMENTS has been duly authorized, executed and
delivered by the BANK and, assuming the due authorization,
execution and delivery of each thereof by the parties thereto
other than the BANK, constitute 1egél, valid and binding
obligations of the BANK enforceable in accordance with their
respective terms, subject to bankruptcy, insolvency,
reorganization, moratorium, or other 1laws affecting the

enforcement of creditors’ rights generally from tiﬁe to time in
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effect and to all applicable principles of equity if equitable
remedies are sought. In rendering such opinion, counsel may
assume that the laws of Maryland and of the United States are
applicable to the matters covered by such opinion.

i. Each party shall deliver to the other parties
hereto a certificate dated as of the date of such INTERIM
CLOSING, stating that there is not currently existing any action,
event, or condition which would with the giving of notice, the
passage of time, or both, cénstitute an EVENT OF DEFAULT under
the AGREEMENT, and no action, event or condition has occurred and
is continuing to occur which, with notice or the passage ‘of time
or both; would constitute an EVENT OF DEFAULT under the
AGREEMENT.

Section 6.03. Location. All INTERIM CLOSINGS shall be
held at the offices of Gebhardt & Smith, 9th Floor, World Trade

Center, Baltimore, Maryland 21202.

ARTICLE 7
Final closing
Section 7.01. Timing. On the first business day of

. the month which is six (6) months from the first INTERIM CLOSING
there shall be a final closing ('FINAL CLOSING”).

Section 7.02. Transactions. At the FINAL CLOSING the
following transactions shall take place:

(a) An INTERIM CLOSING shall first be held for any.

DELIVERED CARS with respect to which an INTERIM CLOSING shall not
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have been held.

(b) EVANS shall deliver to the BANK and BUYER a list
of all CARS which have been DELIVERED to date to BUYER, as well
as a list of all CARS which have not been DELIVERED and with
respect to the latter list, it shall be accompanied by a writing
stating:

(i) why the CAR has not been DELIVERED:;

(ii) if the CAR is not DESTROYED, when it can be
inspected, or DELIVERED; and

(iii) if the CAR is not DESTROYED, but cannot
meet the requirements contained in Section 3.01 herein, the
terms, if any, under which SELLERS are willing to transfer the
CAR; however BUYER shéll have no obligation to accept said offer.

(c) The BANK shali make an advance to BUYER under the
NOTE equal to the sum of the TBT REDUCTION PRICES added to the
PURCHASE PRICE pursuant to Section 12.03 below.

(d) BUYER shall pay to the BANK all sums due and owing
under the NOTE, including, but not 1limited to, principal,
interest and expenées.

(e) Each party shall deliver to the other parties a
certificate dated as of the date of the FINAL CLOSING stating
that there 1is not currently existing any action, event, or
condition which would with the giving of notice, the passage of
time, or both, constitute an EVENT OF DEFAULT under the
AGREEMENT, and no action, event or condition has occurred and is

continuing to occur which, with notice or the passage of time or

$
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poth, would constitute an EVENT OF DEFAULT under the AGREEMENT.

(f) The BANK shall execute and deliver to SELLERS a
partial satisfaction of the JUDGMENT equal to the product of (x)
the sum of the TBT REDUCTION PRICES added to the PURCHASE PRICE
pursuant to Section 12.03 below times (y) the multiplier
described on Exhibit “K” Section B.

(g) If all of the CARS have been DELIVERED by EVANS to
BUYER, or with respéct to all CARS not DELIVERED, EVANS has made
payments to the BANK as provided in Section 13.01 (i), the BANK
shall execute such’documents and pleadings as are prepared by
counsel fér SELLERS which will: (a) enable the COURT to enter an
order noting a complete satisfaction of the JUDGMENT; and (b)
release the JUDGMENT LIEN and any and all other liens held by the
BANK against the SELLERS or their assets.

(h) Irrespective of whether all of the CARS have been
DELIVERED by EVANS to BUYER, or with respect to any CARS not
DELIVERED, EVANS has made payments to the BANK as provided in
Section 13.01 (i), if BUYER has fulfilled its obligations under
sub-paragraph (c) hereof, the BANK shall execute any and all
documents necessary to release the BANK’S SECOND LIEN, and to
release all CARS DELIVERED to BUYER from the legal operation and
effect of the JUDGMENT LIEN and of the BANK’S FIRST LIEN,
including but not limited to, any and all docuhents necessary to
be filed with the COURT and the Interstate Commerce Commission.
The documents described in sub-paragraphs (d) and (e) above are

referred to as the ”FINAL CLOSING DOCUMENTS.”
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Section 7,03. Location. The FINAL CLOSING shall be
held at the offices of Gebhardt & Smith, 9th Floor, World Trade

center, Baltimore, Maryland 21202.

ARTICLE 8
Warranties, Representations and Covenants of SELLERS

SELLERS represent, warrant and covenant to the BANK and

the BUYER as follows:

Section 8.01. Good Stand ; Bipdi Obligation.
SELLERS are duly and validly organized and existing corporations
in good standing under the laws of the state of TIllinois.
SELLERS have full power and authority to enter into this
AGREEMENT and the SELLERS’ OTHER DOCUMENTS. EVANS had full power
and authority to enter into the ASSIGNED LEASES. SELLERS have,
and at all relevant times had, full power and authority to
execute and deliver this AGREEMENT and all other instruments and
documents executed and delivered in connection with or relating
to this AGREEMENT, the SELLERS’ OTﬁER DOCUMENTS and the
transactions contemplated thereby, and to consummate the
transactions contemplated thereby. This AGREEMENT, the SELLERS’
OTHER DOCUMENTS and the consummation of the transactions
contemplated thereby, have been duly authorized by all necessary
corporate and other action of SELLERS, and this AGREEMENT and the
SELLERS’ OTHER DOCUMENTS have been duly executed and delivered
by, and, assuming the due authorization, execution and delivery

of each thereof by the parties thereto other than the SELLERS,

27



’

constitutes the legal, valid and ~l'.\inciing obligations of SELLERS.
There is no action, suit or proceediﬁg pending against SELLERS
and no law or any other, writ, injunction, decree, rule or
regulation of any court, administrative agency or other
governmental authority which brings into question the validity
of, or might in any way impair, the execution, delivery or
performance by SELLERS of this AGREEMENT or the SELLERS’ OTHER
DOCUMENTS. No giving of notice to, registration with or taking
any action in respect of or by any federal, state or local
governmental body is required and no governmental authorization
or approval is required for the execution and delivery of this
AGREEMENT or the SELLERS’ OTHER DOCUMENTS or for the validity and
enforceability thereof. Except for the TBT PURCHASERS, no
approval of, or consent from, any other third party not already
obtained is required for the execution, delivery or performance
by SELLERS of this AGREEMENT or the SELLERS’ OTHER DOCUMENTS.
Sectijon 8,02, Inconsistent Agreements. The execution,
délivery and performance by SELLERS of <this AGREEMENT, the
SELLERS’ OTHER DOCUMENTS and the transactions contemplated
thereby: (a) do‘ not contravene, violate or conflict with any
provisions of the articles of incorporation or by-laws of either
of the SELLERS or any law or any order, writ, injunction; decree,
rule or regulation of any court, administrative agency or any
other governmenfal authority applicable to SELLERS; (b) except
for the TBT AGREEMENTS, do not conflict with and are not

incongistent with, and will not result (with or without the
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giving of notice or passage of time or both) in a breach of or
constitute a default or require any consent not heretofore
obtained under the terms of any INSTRUMENTS to which either of
the SELLERS is a party, by which SELLERS or their property is or
may be bound, or to which SELLERS or their property may be
subject, the conflict or inconsistency with, the breach of or
default under any of such INSTRUMENTS renders this AGREEMENT, the
SELLERS’ OTHER DOCUMENTS and/or any of the transactions
contemplated thereby void or voidable: (c¢) shall not result in
the creation of any lien, charge or encumbrance on the CARS of
any party claiming by, through or under EVANS; or (d) be in
violation or go beyond the authority. conferred by either of

SELLERS’ articles of incorporation or by-laws.

Section 8.03. Taxes; Permits. All sales, use, or
value added, property or other taxes, licenses, tolls,

inspection or other fees, bonds, permits or certificates which
were or may be required to be paid or obtained in connection with
thé acquisition by EVANS of the CARS and the ASSIGNED LEASES have
been paid in full or obtained or, when due, will be paid in full
or obtaiﬁed promptly.

Section 8.04. The ASSIGNED LEASES: TBT AGREEMENTS. The
ASSIGNED LEASES and TBT AGREEMENTS have been duly executed by
EVANS, are in full force and effect, and constitute the valid and
binding obligations of the parties thereto. No default or
condition now exists which, with or without the passage of time

or giving of notice or both, would constitute a default under the
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ASSIGNED LEASES as the same perﬁain to the CARS. Each of the
ASSIGNED LEASES and TBT AGREEMENTS constitutes the entire
agreement between the parties thereto concerning the CARS. The
TBT AGREEMENTS relate to 250 of the CARS, a list of which CARS is
attached hereto as Exhibit ”L.” EVANS heretofore has delivered
to BUYER a copy of each of.the ASSIGNED LEASES and TBT AGREEMENTS
and all amendments theretb, all of which are true, correct and
complete copies thereof, ang there are no amendments,
modifications or alterations which have not been so delivered to
BUYER. EVANS is not a pafty to any agreements or leases, which
create any liens or encumbrances affecting the CARS other than
the EVANS LOAN DOCUMENTS, the LEASES and the TBT AGREEMENTS. To
the date hereof, EVANS has observed and. complied with, and
hereafter, to the extent applicable, EVANS shall observe and
comply with all of the terms and conditions of the ASSIGNED
LEASES and the TBT AGREEMENTS as the same pertain to the CARS,
provided however that SELLERS shall not be obligated to comply
with requirements relating to maintenance of net worth in any TBT
AGREEMENT or any guaranty relating thereto, or, after DELIVERY,
with the ASSUMED TBT OBLIGATIONS.

Section 8.05. Patents. Trademarks. Nothing has come
to EVANS’ attention which would lead EVANS to believe that the
sale, use, or operation of the CARS violates or infringes thé
patent, trademark, trade names or other rights of any party.

Section 8.,06. Title. EVANS shall transfer to BUYER at
DELIVERY legal title in and to the CARS and the ASSIGNED LEASES
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relating to such CARS, free and clear of all leases, liens,
claims, charges, equities and encumbrances arising by, through or
under SELLER of any kind or nature whatsoever, except for the
PRIOR LIENS.

Section 8.07. Documentation. SELLERS have furnished
to BUYER and the BANK true, correct and complete copies of a
listing of the CARS, the LEASES as listed on Exhibit ”G” attached
hereto, names of builders, builders’ specifications, drawings,
original builders’ invoices or other documentation to support
UMLER value, tank CAR construction certificates, built dates for
all CARS and information regarding the transfer of the tax
benefits relating to the CARS, and will, prior to DELIVERY of
tank CARS, provide information concerning the commodity most:
recently transported or stored in the tank CARS so DELIVERED.
SELLERS shall also provide BUYER with the original ASSIGNED
LEASES.

Section 8.08. True Sale. EVANS shall account for the
transactions referred to herein as a true sale of the CARS and
shall not take any position on its tax returns or in any other
document or instrument relating thereto that 1is inconsistent
therewith, except as may be required under the TBT AGREEMENTS.

Section 8,09. No Default. There is not currently
existing any EVENT OF DEFAULT or any action, event, or condition
which would with the giving of notice, the passage of time, or
both, constitute an EVENT OF DEFAULT on the part of either of the
SELLERS under this AGREEMENT.
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ARTICLE 9

Representations, Warranties and Covenants of BUYER

BUYER represents, warrants and covenants to the BANK
and SELLERS as follows:

Section 9.01. Good Standing:; Binding Obligation. BUYER
is a duly and validly organized and existing corporation in good
standing under the laws of the State of California. BUYER has
full power and authority to enter into this AGREEMENT and the
BUYER’S OTHER DOCUMENTS. BUYER has, and at all relevant times
had, full power and authority to execute and deliver all other
instruments and documents executed and delivered in connection

with or relating to the AGREEMENT, the BUYER’S OTHER DOCUMENTS

and the transactions cdntemplated thereby and to consummate the.

transactions contemplated thereby. THIS AGREEMENT, the BUYER’S
OTHER DOCUMENTS and the consummation of 'the transactions
contemplated thereby have been duly authorized by all necessary
corporate and other action of BUYER, and this AGREEMENT and the
BUYER’S OTHER DOCUMENTS have been duly executed and delivered by,
and assuming the due authorization, execution and delivery of
each thereof by the parties thereto other than the BUYER,
constitute the legal, valid and binding obligations of BUYER.
There is no action, suit or proceeding pending against BUYER and
no law or any order, writ, injunction, decree, rule or regulation
of any court, administrative agency or other governmental
authority which brings into question the validity of, or might in

any way impair, the execution, delivery or performance by BUYER
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of this AGREEMENT or the BUYER’S OTHER DOCUMENTS. No giving of
notice to, registration with or taking any action in respect of
or by‘any federal, state or local governmental body is required
and no governmental authorization or approval is required for the
execution and delivery of this AGREEMENT or the BUYER’S OTHER
DOCUMENTS or for the vﬁlidity and enforceability thereof. No
approval of, or consent from, any other third party not already
obtained is required for the execution, delivery or performance
by BUYER of this AGREEMENT or the BUYER’S OTHER DOCUMENTS.
Section _9.02. Inconsistent Agreements. The execution,
delivery and performance by BUYER of this AGREEMENT or the
BUYER’S OTHER DOCUMENTS and the transactions contemplated thereby
do not contravene, violate or conflict with any provisions of the
articles of incorporation or by-laws of BUYER or any law or any
order, writ, injunction, decree, rule or regulation of any court,
édministrative agency or any other governmental authority
applicable to BUYER, and do not conflict with and are not
inconsistent with, and will not result (with or without the
giving of notice or passage of time or both) in a breach of or
constitute a default or require any consent not heretofore
obtained wunder the terms of any credit agreement, lease,
guaranty, document, agreement or instrument to which BUYER is a
party, by which BUYER or its propérty is or may be bound, or to
which BUYER or its property may be subject, and will not result
in the creation of any lien, charge or encumbrance on the CARS or

be in violation of or go beyond the authority conferred by
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BUYER'’S articles or incorporation or by-laws.

Section 9.03. Priority of Bank Liens. BUYER agrees,
at the reqﬁést of the BANK, to execute and deliver such
documents, instruments and agreements as reasonably may be
required to evidence, perfect and maintain the priority of the
BANK’S SECOND LIEN, including any subordination or security
agreement and any financing statements in form acceptable for
recording in any appropriate jurisdiction.

Section 9.65. No Default. There is not currently
existing any EVENT OF DEFAULT or any action, event, or condition
which would with the giving of notice, the passage of time, or
both, constitute an EVENT OF DEFAULT on the part of BUYER under
this AGREEMENT.

ARTICLE 10
Representations, Warranties and Covenants of the BANK

The BANK represents, warrants and covenants to the
SELLERS and BUYER as follows:

Section 10.0]1. Good Standing; Binding Obligation. The
BANK is a duiy and validly organized and existing national
bénking association in good standing under the federal banking
laws. The BANK has full power ahd authority to enter into this
AGREEMENT andAthe BANK’S OTHER DOCUMENTS. The BANK has authority
to execute and deliver the AGREEMENT, the BANK’S OTHER DOCUMENTS
and any other documents in connection with or relating to the
transactions contemplated thereby, and to consummate the

transactions contemplated thereby. This AGREEMENT, the BANK'’S
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OTHER DOCUMENTS and the consummation of the transactions
contemplated thereby have been duly authorized by all necessary
corporate and other action of the BANK, and this AGREEMENT and
the BANK’S OTHER DOCUMENTS have been duly executed and delivered
by, and, assuming the due authorization, execution and delivery
thereof by the pafties thereto other than the BANK, constitutes
the legal, valid and binding obligations of the BANK. There is
no action, suit or proceeding pending against the BANK and no law
or any order, writ, injunction, decree, rule or regqulation of any
court, administrative agency or other governmental authority
which brings into question the validity of, or might in any way

impair, the execution, delivery or performance by the BANK of

this AGREEMENT or the BANK’S OTHER DOCUMENTS. No giving of
notice to, registration with or taking any action in respecﬁ of
or by any federal, state or local governmental body is required
and no governmental authorization or approval is required for the
execution and delivery of this AGREEMENT, the BANK’S OTHER
DOCUMENTS or for the validity and enforceability thereof. No
approval of, or consent from, any other third party not already
obtained is required for the execution, delivery or performance
by the BANK of this AGREEMENT or the BANK’S OTHER DOCUMENTS.
Section 10.02. Inconsistent Agreements. The
execution, delivery and performance by the BANK of this
AGREEMENT, the BANK’S OTHER DOCUMENTS and the transactions
contemplated thereby do not contravene, violate or conflict with

any provisions of the BANK’s charter or by-laws, any law or any
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order, writ, injunction, decree, rule or regulation of any court,
administrative agency or any other governmental authority
applicable to the BANK, and do not conflict with and are not
inconsistent with, and will not result (with or without the
giving of notice or passage of time or both) in a breach of or
constitute a default or require any consent not heretofore
obtained under the terms of any credit agreement, lease,
guaranty, document, agreement or instrument to which the BANK is
a party, by which BANK or its property is or may be bound, or to
which the BANK or its property may be subject or be in violation
of or beyond the authority conferred by the BANK’s charter or
by-laws.

Section 10.03. No Action_on_ Liens. The BANK in no
event may take anj action against BUYER or any DELIVERED CARS
pursuant to the BANK’S FIRST LIEN or the JUDGMENT LIEN unless
there is an EVENT OF DEFAULT under this AGREEMENT by BUYER, or
unless this AGREEMENT and/or the transactions contemplated
herein, are set aside or terminated by a court of competent
jurisdiction.

Section 10,04. Indemnification. So long as there is
not an EVENT OF DEFAULT by BUYER under this AGREEMENT, the BANK
shall indemnify, defend and hold harmless the BUYER against any
and all suits, claims, actions, losses, costs, damages, injuries
or expenses (including court costs and reasonable attorneys fees)
which the BUYER may suffer or incur relating to or as the result

of the BANK’S FIRST LIEN or the JUDGMENT LIEN remaining on the
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CARS subsequent to DELIVERY until the FINAL CLOSING.

Section 10.05. No Default. There is not currently
existing any EVENT OF DEFAULT or any action, event, or condition
which would with the giving of notice, the passage of time, or
both, constitute an EVENT OF DEFAULT on the part of the BANK
under this AGREEMENT.

ARTICLE 11

surance
_ Section 11.01. BUYER'’S su ce O ations.
(a) In addition to its obligations to maintain

insurance pursuant to the TBT AGREEMENTS, BUYER'. shall
continuously and uninterruptedly maintain at all times during
the period between DELIVERY and FINAL CLOSING, at its own
expense, property insurance and public liability insurance (which
© property insurance may be self-insurance) on each DELIVERED CAR
in amounts (subject to customary deductibles prudent within the
railroad industry) and against risks customarily insured and, in
any event, comparable in amounts and against risks customarily
insured against by BUYER in respecf of similar equipment owned or
leased by it. BUYER shall deliver to the BANK, upon the
execution of this AGREEMENT, a certificate naming the BANK as an
additional insured with respect to 1liability insurance and a
certificate of insurance evidencing the property insurance
effected or in force in accordance with this Section, showing
also that the BANK has been named as an additional insured under

the policy. All insurance policies evidenced by certificates of
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insurance shall be from insurers or carriers acceptable to the
BANK and shall contain an agreement of the insurers or carriers
that such policies shall not be cancelled without at least thirty
(30) days prior written notice to the BANK in the event of
non-payment of the premiums by the BUYER when due or any other
grounds for cancellation of such policies.

(b) The BANK shall not be liable for the payment of
premiums and/or assessments under any insurance policy carried by
BUYER. The BANK shall have the right, but not the obligation, to
make such payments in the event that BUYER fails to do such, and
such amounts shall be deemed an advance pursuant to the BUYER’S
SECURITY AGREEMENT. Such insurance éhall be primary without
right of contribution from any other insurance which may be
carried by the BANK to the extent that such other insurance
provides it with contingent and/or excess 1liability insurance
with respect to its interest as such in the CARS.

Section 11.02. EVANS' Insurance Obligations. EVANS
shall maintain for each CAR at all times until DELIVERY of such
CAR, at its own expense, appropriate liability insurance to the
same extent as such insurance is'being mainﬁained as of the date
of this AGREEMENT. EVANS shall deliver to the BANK, at the
BANK’S request, certificates of insuranée evidencing the
liability insurance effected or in force with respect to the CARS
in accordance with this Section. Such insurance shall cover the
BANK to the same extent as EVANS is covered. All policies

evidenced by certificates of insurance shall be from insurers or
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carriers acceptable to the BANK and shall contain an agreement of
the insurers or carriers that such policies shall not be
cancelled without at least 30 days prior written notice to the
BANK in the event of non-payment of the premiums by the BUYER
when due or any other grounds for cancellation of such policies.
The BANK shall have the right, but not the obligation to make
payments of insurance premiums on behalf of EVANS, and in the

event it shall make such payments, it shall be reimbursed by

EVANS.
ARTICLE 12
TBT Agreenments
ctio 01l. BUYER'’S Obligations under the TBT
AGREEMENTS. BUYER shall purchase the CARS subject to the TBT

AGREEMENTS, aa list of which is attached hereto as Exhibit ”"M.”
BUYER shall also comply with all applicable Internal Revenue
Service regulations (the ”"REGULATIONS”), as they may be amended
from time to time, including but not limited to Temporary Reg.
Section 5c. 168(f)(8), attached hereto as Exhibit #“N” and.
incorporated by reference herein, hecessary to préservé the tax
benefits for the TBT PURCHASERS, as such is within the control of
the BUYER with regard to its ownership of the CARS. BUYER shall
e ire the d 11 co
.xi;n__gll__reasonable requests from the TBT PURCHASERS and/or
SELLERS which the TBT PURCHASERS and/or SELLERS reasonably

determine to be hecessary in order to preserve the tax benefits
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for the TBT PURCHASERS. Subject to the foregoing, BUYER shall
assume the following obligations of EVANS wunder the TBT
AGREEMENTS ('ASSUMED TBT OBLIGATIONS”) as the same pertain to
DELIVERED CARS and which obligations come into existence and
arise out of events occurring subsequent to DELIVERY of such
CARS:

(i) GLGT, Inc.

(a) Section 10

(b) Section 11 (a), (b), (c), (Q) (except
information relating to the financial
condition of the Lessee and its parent,
Evans Transportation) and (f)

(c) Section 12 (except (a) (ii) and (d))

(d) Section 14 (a) (except for ”taxes or other
governmental charges imposed by any
authority on or with respect to the
Agreement...”?)

(e) Section 16 (as such section relates to
payments due from BUYER)

(ii) AMOCO Tax Leasing XV Corporation

(a) Section 4 (b) (ii) (as such relates to
transfers of the “Property”), (iii), (iv)
(EVANS and/or Amoco to advise BUYER of what
reports are required) and (vi)

(b) Section 6 '

(c) Section 7

(d) Section 9.

(e) Section 11 (d) (as such relates to payments
due from BUYER)

(iii) carson Pirie Scott & Company

(a) Section 3.2 (B), (©), (E) (the
certification to be only with respect to
BUYER’S ASSUMED TBT OBLIGATIONS) and (F)

(b) Section 4.1 and 4.2

(c) Section 5.2

(d) section 7.1, 7.2, and 7.3 (D) (as such
relates to the payments due from BUYER).

(iv) Northwest Industries Leasing Company 1

40



(a) Section 5 1b), (¢)
(b) Section 7, 7A

R (c) Section 8

- (d) Section 10

. *

(v) Northwest Industries Leasing Company 2
(a) Section 5 (b), (c)
(b) Section 7, 7A

(c) Section 8
(d) Section 10
&®

Section 12.02. SELLERS’ Obligations under the TBT
AGREEMENTS. SELLERS shall remain 1liable for all of their
obligations under the TBT AGREEMENTS, except for the ASSUMED TBT
OBLIGATIONS.

Section 12.03. Adjustment of Purchase Price. BUYER
acknowledges that the PURCHASE PRICE reflects the BUYER'’S
assumption of the ASSUKED TBT OBLIGATIONS. Therefore, if a CAR
which is covered by a TBT AGREEMENT is either DESTROYED prior to
DELIVERY or is not DELIVERED for any other reason, the CAR
PURCHASE PRICE of each such CAR shall be subtracted from the
PURCHASE PRICE and the TBT REDUCTION PRICE for the CAR, as shown
on Exhibit “0* shall be added to the PURCHASE PRICE, such
adjustments to be made at the FINAL CLOSING;**

ARTICLE 13

Casualties
‘ | Section 13.01. Prior to DELIVERY. In the event that,
prior ‘to DELIVERY, any CAR is DESTROYED: (i) notwithstanding
Section 2.1 of the EVANS SECURITY AGREEMENT to the contrary,
EVANS shall immediately pay to the BANK the AAR SETTLEMENT VALUE

for each such DESTROYED CAR; (ii) the BANK shall execute a
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*(e) Section 13(b) (as such relates to payments due from Buyer)

** - provided, however, that the PURCHASE PRICE méy not
exceed the sum of the CAR PURCHASE PRICES of all DELIVERED CARS plus

'$500 for each DELIVERED CAR.



partial satisfaction of the JUDGMENT on a dollar for dollar basis
equal to the payment received from EVANS pursuant to sub-section
(i) herein; (iii) the SELLERS and the BANK shall be relieved of
any and all of their obligations to transfer the DESTROYED CAR to
BUYER; (iv) there shall be deducted from the PURCHASE PRICE the
CAR PURCHASE PRICE of the DESTROYED CAR; (v) if the DESTROYED CAR
is subject to a TBT AGREEMENT as shown on Exhibit “M,* the TBT
REDUCTION PRICE for the CAR, as shown on Exhibit ~0” attached
hereto, shall be added to the PURCHASE PRICE, after the
adjustment made pursuant to sub-section (iv) herein has been
made; and (vi) SELLERS shall be liable to the TBT PURCHASERS for
the casualty payment due under the TBT AGREEMENT covering such
DESTROYED CAR. In the event that, prior to DELIVERY, a CAR is
damaged (but not beyond economic repair), SELLERS shall be
‘obligated to repair said CAR to the extent that its condition
shall be in conformance with the warranties stated in Section
3.01 herein.
Section 13.,02. Between DELIVERY and the FINAL CLOSING.
(a) In the event that a CAR is DESTROYED between
DELIVERY of such CAR and the FINAL CLOSING: (i) All CASUALTY
PAYMENTS (excluding public liability insurance) received by BUYER
subsequent to DELIVERY and prior to the FINAL CLOSING shall be
deposited in the BANK in a special interest bearing escrow
account (YESCROW ACCOUNT”) with Michael J. Fina to serve as the
escrow agent (7ESCROW AGENT”). Upon payment of the NOTE by BUYER

at the FINAL CLOSING in accordance with Section 7.01 (c), the
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BANK shall instruct the ESCROW AGENT to release to BUYER all
funds held in the ESCROW ACCOUNT with the interest earned
thereon. If,'however, the BUYER does not make the payment in
accordance with Section 7.01 (c¢), the BANK may instruct the
ESCROW AGENT to pay all of the funds then held in the ESCROW
ACCOUNT, including the interest earned thereon, to the BANK. Such
a payment shall be deemed a partial payment on the NOTE. The
acceptance by the BANK of such partial payment shall not cure any
existing default under this AGREEMENT or the NOTE, nor shall it
constitute a waiver of any of the BANK’S rights under this
AGREEMENT or the NOTE; and (ii) BUYER shall pay to the TBT
PURCHASER such amount which is due under the TBT AGREEMENT
relating to such DESTROYED CAR.

(b) The fact that a CAR is DESTROYED between DELIVERY
and the FINAL CLOSING shall have no effect on: (i) the BANK’S
obligations to execute and deliver the FINAL CLOSING DOCUMENTS:
or (ii) the BUYER'’S obligations to pay the NOTE or the portion of
the NOTE equal to the CAR PURCHASE PRICE of the DESTROYED CAR.

ARTICLE 14
Marxkings

BUYER shall be responsible and pay for chénging the
markings on CARS to the extent such is required within 150 days
of DELIVERY thereof. EVANS shall cooperate with BUYER in such
process. At the BANK’S election, all CARS may be marked to

indicate the security interest of the BANK in the CARS.
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ARTICLE 15
Taxes

All payments to be made by the BUYER hereunder shall be
free of expense to the BANK and SELLERS for collection or other
charge and shall be free of expenses to the BANK and SELLERS with
respecf to the amount of any local, state, federal or foreign
taxes or license or registration fees, asséssments, charges,
fines, levies, imposts, duties, withholdings, stamp taxes and
penalties hereafter levied or imposed upon or in connection with
or measured by this AGREEMENT or any sale, use, payment, or
transfer of title or other disposition of the CARS or the rights
of EVANS under the ASSIGNED LEASES pursuant to this AGREEMENT
(all such expenses, taxes, license fees, assessments, charges,
fines, levies, imposts, duties, withholdings, stamp taxes and
penalties, together with any interest payable with respect
thereto, being hereinafter called ”IMPOSITIONS”), all of which
IMPOSITIONS, the BUYER assumes and agrees to pay on demand in
addition to the payments to be made by it provided for herein.
Without limiting the féregoing, the BUYER shall also pay promptly
all IMPOSITIONS which may be imposed upon the CARS DELIVERED to
it or for the use or operation thereof or upon the earnings
arising therefrom of upon the BANK or SELLERS solely by reason of
its interest therein and will keep at all times all and every
part of the CARS free and clear of all IMPOSITIONS which might in
any way affect the security interest of the BANK or result in a

lien upon the CARS. Notwithstanding the foregoing, the BUYER

44



shall be under no obligation to pay any of the foregoing so long
as it is contesting the same in good faith by appropriate legal
proceedings and the non-payment thereof, in the reasonable
opinion of the BANK and SELLERS, does not affect the title,

security interest, rights or property of the SELLERS or the BANK

hereunder.
ARTICLE 16
The LEASES
Section 16.01. Termination. EVANS has initiated or

shall initiate, as soon as practicable, procedures and notices
necessary or desireable to terminate all LEASES except the
ASSIGNED LEASES, and EVANS agrees and warrants that all such
LEASES shall be validly terminated no later than the date of
DELIVERY of the CARS relating to such LEASES.

Section 16.02. REVENUES griq; to Delivery. The BANK
shall be entitled to all REVENUES until DELIVERY of the CARS in
the same manner and to the same extent as the BANK has
experienced pfior to the execution of this AGREEMENT. Upon
demand, the BANK shall execute a partial satisfaction of the
JUDGMENT on a dollar for dollar basis for all REVENUES actually
received by the BANK.

Section 16.03. REVENUES Subsequent to Delivery. All

REVENUES attributable to the period subsequent to their DELIVERY
shall be the sole property of the BUYER, subject however to the

BANK’S rights under the BUYER’S SECURITY AGREEMENT.
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ARTICLE 17

CONDITIONS PRECEDENT TO DELIVERY

Notwithstanding Articles 4 and 5 to the contrary, EVANS

MAY NOT SEND AN INSPECTION NOTICE TO BUYER, EVANS shall not be

required to DELIVER a CAR AND BUYER shall not be required to

accept DELIVERY of a CAR subject to a TBT AGREEMEﬁT unless and

until SELLERS have first delivered to the BANK and the BUYER:

(1)

(i)

a certificate to the effect that with respect to
the TBT AGREEMENT relating to the CAR to be
DELIVERED there either: (a) exists no defaults
under such TBT AGREEMENT; or (b) that, although
there is a default under such TBT AGREEMENT, such
default does not change, increase or adversely
affect the BUYER’S ASSUMED TBT OBLIGATIONS and
shall not result in any additional 1liability on
BUYER under the applicable TBT AGREEMENT. If the
certificate is under clause (b), said certificate
shall be accompanied by a 1letter from the
applicable TBT PURCHASER certifying that the
statements made in the certificate are true,
accurate and correct; and

the written consent of the TBT PURCHASER to: (a)
the transfer of the CAR from EVANS to the BUYER
pursuant to this AGREEMENT; and (b) to the
ASSIGNMENT and ASSUMPTION AGREEMENT. The consent

shall make specific reference to one of the
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following sections of the TBT AGREEMENTS,
whichever is applicable:
| GLGT, Inc. ; Section 12
Amoco - Section 4(b) (ii)
Carson Pirie Scott & Co. =~ Section 3.2 (B)
Northwest I - Section 5(c) (iii) and (iv)
Northwest II - Section 5(c) (iii) and (iv)
SELLERS shall diligently and in good faith pursue
obtaining the aforementioned consents of the TBT PURCHASERS. As
soon as is reasonably practicable, but no later than thirty (30)
days from the execution of this AGREEMENT, SELLERS shéll make a
request to each of the TBT PURCHASERS for such consents. _
Neither the BANK nor the BUYER shall have any
obligations under this AGREEMENT with respect to any CARS covered
by a TBT AGREEMENT for which consents have not been obtained from
the pertinent TBT PURCHASERS within ninety (90) days of the
execution of this AGREEMENT.
ARTICLE 18
Execution of Other Documents
The NOTE, BUYER'’S SECURITY AGREEﬁENT, ASSIGNMENT and
ASSUMPTION AGREEMENT and ASSIGNMENT OF LEASES shall be executed
by the respective parties to such agreements concurrently with
the execution of this AGREEMENT. The NOTE, BUYER'’S SECURITY
AGREEMENT, ASSIGNMENT and ASSUMPTION AGREEMENT, and ASSIGNMENT OF
LEASES shall become effective automatically pursuant to their

respective terms and Section 5.03 herein with regard to those

DELIVERED CARS listed on an EQUIPMENT ACCEPTANCE RECEIPT.
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ARTICLE 19

Eorbearance By Bank

Pendihq the FINAL CLOSING, the BANK shall take no
action to execute on or enforce the JUDGMENT, provided that there
is not an EVENT OF DEFAULT by either of the SELLERS or BUYER
under this AGREEMENT. If there is an EVENT OF DEFAULT by BUYER
under this AGREEMENT, and the BANK elects to pursue its legal
remedies against BUYER, the BANK agrees not to take any action
against either of the SELLERS under the JUDGMENT during the
pendency of such proceedings, provided that during such time,
neither EVANS nor ETC terminate this AGREEMENT or take any éétion
inconsistent with their obligations under this AGREEMENT. If the
result of the proceedings is an award or money judgment whiCh is
paid to the BANK, SELLERS shall receive credit in the form of a
partial satisfaction of the JUDGMENT for such payment in
accordance with Exhibit ”K” as if the amount received by the BANK
were received as payment for the sale of CARS to BUYER. TIf the
result of the proceedings is specific performance, SELLERS shall
comply with their obligations under this AGREEMENT. If the BANK
does not obtain any relief against BUYER, either because it
elected not to pursue it 1legal remedies or because it was
unsuccessful in pursuing its legal remedies, the BANK’S rights
under the JUDGMENT shall remain in full force and effect, except
to the extent of any partial satisfactions of tﬁe JUDGMENT given
to SELLERS pursuént to Section 6.02(f) herein; provided however

that the BANK shall take no action to execute on the JUDGMENT
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for ninety (90) days following its decision not to pursue its
legal remedies or from the date of a final decision against it if
the BANK, in its sole discretion, elects to find another
purchaser for the CARS or of the EVANS LOAN DOCUMENTS, and
SELLERS are cooperating with the BANK in finding another bona
fide‘purchaser for the CARS or of the EVANS LOAN DOCUMENTS.

If, in accordance with this AGREEMENT, the BANK does
not DELIVER a full satisfaction of the JUDGMENT at the FINAL
CLOSING, the BANK may pursue any and all of its rights under the
JUDGMENT.

ARTICLE 20
Default, Remedies

Section 20.01. gﬁents of Default. The following shall
constitute an event of default (7EVENT OF DEFAULT”) under this
AGREEMENT:

(a) If BUYER or either of the SELLERS shall default in
the punctual payment when dué of any sum required to be . paid by
them hereunder, the NOTE, BUYER’S SECURITY AGREEMENT; or the
ASSIGNMENT and ASSUMPTION AGREEMENT;

(b) If any party shall default in the performance of
any of the provisioné of this AGREEMENT, the NOTE, the BUYER'’S
SECURITY AGREEMENT, the ASSIGNMENT OF LEASES or the ASSIGNMENT
and ASSUMPTION AGREEMENT, other than provisions relating to the
payment of amounts referred to in clause (a) of this Section
20.01, which default shall continue for ten (10) business days

after written notice of default from any non-defaulting party to
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the defaulting party or if such default cannot reasonably be
cured within ten (10) business days, the failure of said
defaulting pafty to commence attempts to cure such default within
ten (10) business days, or to diligently continue to attempt to
cure such default;

(¢c) If any party shall file a voluntary petition in
bankruptcy, or shall be adjudicated a bankrupt or insolvent, or
shall file any petition in bankruptcy, or shall file any petition
or answer seeking any reorganization, composition, readjustment,
liquidation or similar relief for itself under any present or
future statutes, law or requlations, or shall seek or consént to
or acquiesce in the appointment of any trustee, or shall make any
general assignment for the benefit of creditors, or shall admit
in writing its inability to pay its debts generally as they
become due; |

(4d) If a petition shall be filed against any party
seeking any reorganization, composition, readjustment,
liquidation or similar relief under any present or future
statutes, law or regulaéions, and shall remain undismissed or
unstayed for an aggregate of ninety (90) days (whether or not
consecutive), or if any trustee, receiver or liquidator of either
party is appointed, which appointment shall remain unvacated, or
unstayed for an aggregate of ninety (90) days (whether or not
consecutive) ;

(e) If any representation or warranty made by any

party or made in any statement or certificate furnished or
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required hereunder, or in connection with the execution and
delivery of this AGREEMENT proves untrue in any materi&l respect
as of the date of the issuance‘or making thereof.

The party declaring an EVENT of DEFAULT shall send
written notice to the defaulting party pursuant to Section 22.01
herein, with a copy to the non-defaulting party (the 7”DEFAULT
NOTICE”).

Section 20.02. Remedies. If an EVENT OF DEFAULT has
occurred, any of the parties not in default may exercise any of
the following remedies:

(a) terminate the AGREEMENT if the EVENT OF DEFAULT is
under Section 20.01 (c¢) or (d) or the EVENT OF DEFAULT relates to
all of the CARS:

(b) exercise any remedies, other than termination of
this AGREEMENT, provided for by applicable law and consistent
with Article 21, including but not 1limited to specific
performance. In the event that a party shall bring any
arbitration proceeding or suit to enforce any of its rights
hereunder and shall be entitled to judgment, then in such
proceeding or suit, the party may recover its expenses incurred
in prosecuting such proceeding or suit, including but not limited
to, costs and reasonable attorneys fees. In the event that the
EVENT of DEFAULT is by BUYER, and if such EVENT of DEFAULT occurs
subsequent to the DELIVERY of any CARS, the BANK may, in addition
to its other remedies, exercise its rights under the BUYER'’S

SECURITY AGREEMENT. If the EVENT OF DEFAULT is by either of the
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SELLERS, the BANK may, in addition to its other remedies,
exercise any and all of its rights under the JUDGMENT.

(c) 4 Notwithstanding the foregoing, neither of the
SELLERS may terminate this AGREEMENT in the EVENT of DEFAULT by
BUYER under sub-section (a), (b) or (e) above, if, within ten
(10) days of the BANK’S receipt of the DEFAULT NOTICE, the BANK
delivers to the SELLERS a writing stating that such EVENT of
DEFAULT shall not édversely affect its delivering to SELLERS the

FINAL CLOSING DOCUMENTS described in Section 7.02 (h) herein.

ARTICLE 21

Arbitration
Any controversy arising out of, or relating to, this
AGREEMENT, or to any agreement contemplated by this AGREEMENT or
to any modification of extension thereof, including any claim for
damages, specific performance or rescission, or both, shall be
settled by a:bitration in accordance with the rules then
obtaining of the American Arbitration Association
(YASSOCIATION”). Said arbitration proceedings shall be held in
Baltimore, Maryland, except if the proceeding solely involves a
dispute with respect to the acceptability of a CAR under Articie
4 hereof,'in which case the arbitration shall be held in a city
of reasonable proximity to the 1location of the CAR whose
acceptability is in dispute. The parties consent to the
jurisdiction of the state courts of the State of Maryland, and

the United States District Court for the District of Maryland,
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for all purposes in connection with arbitration, or this
AGREEMENT. The parties consent that any process or notice of
motion or other application to either of said courts, and any
paper in connection with arbitration, may be served by certified
mail, return receipt requested or by personal service or in such
other manner as may be permissible under the rules of the
applicable court or arbitration tribunal, provided a reasocnable
time for appearance is allowed. The parties further agree that
arbitration proceedings must be instituted within one year after
the claimed breach or dispute occurred, and that‘the failure to
institute arbitration proceedings within such period .éhall
constitute an absolute bar to the institution of any proceedings
and a waiver of all claims. In the event of a dispute under
Section 4.02 (c), each of the parties to the arbitration shall
pay its own expenses of the arbitration plus a proportionate
share of the arbitration costs, including the fees of the
arbitrator, unless the arbitrator makes a finding that the
position asserted by one of the parties was “frivolous,” in which
case such party shall pay all of the expenses of each of the
parties to the arbitration, as well as all of the arbitration
costs, including the fees of the arbitrator. A ”#frivolous”
position shall mean a position devoid of any material
justification. With regard to all other matters brought before
the arbitrator, the losing party shall pay all of the expenses of
each of the parties to the arbitration as well as all of the

arbitration costs, including the fees of the arbitrator.
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ARTICLE 22

Miscellaneous

Section 22.01. Notices. Except as provided elsewhere
in this AGREEMENT notices given hereunder shall be in writing and
shall be deemed to have been adequately given, unless otherwise
specifically provided in this AGREEMENT, five days after
deposited in the U.S. mails, first-class postage prepaid or if
delivered personally, by telegram, telex, facsimile or overnight
courier service, upon receipt. Such notices shall be addressed
to:

If to BUYER: David A. Summers, President
U.S. Rail Services, Inc.
615 Battery Street
San Francisco, CA 94111
Telecopier Number: (415) 627-9412

With a Copy To: Kathleen H. Dunbar, Esq.
733 Front Street
San Francisco, CA 94111
Telecopier Number: (415) 627-9412

If to SELLERS: Richard E. Dessimoz
Evans Railcar Leasing Company
450 East Devon, Suite 300
Itasca, IL 60143-1263
Telecopier Number: (312) 250-0491

With a Copy To: 1I. Walter Deitch, Esq.

Rosenthal and Schanfield
Mid-Continental Plaza -~ Suite 4620
55 East Monroe Street

Chicago, IL 60603

Telecopier Number: (312) 236-7274

If to the BANK: Equitable Bank, National Association
100 South Charles Street
Baltimore, MD 21201
Atten: Michael J. Fina
Telecopier Number: (301) 547-5689
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With a Copy To: Louis J. Ebert, Esq.
Gebhardt & Smith
World Trade Center, 9th Floor
Baltimore, Maryland 21201
Telecopier Number: (301) 659-9482

If to the BANK
AGENT: R.M. Haber & Associates, Inc.
400 East Lancaster Avenue
Suite 4
Wayne, PA 19087

Section 22.02. Exhibits. All Exhibits described in
this AGREEMENT shall‘bé deemed to be incorporated herein and made
a part of this AGREEMENT.

Section 22.03. Captions. Captions and section endings
set forth herein are for convenience of reference only and”shali
not in any manner be deemed to limit or restrict the context of
the article or section to which they relate.

Section 22,04. Broker’s Commjssjions. The parties
declare this AGREEMENT has been negotiated through the BANK
AGENT, R.M. Haber & Associates, 1Inc., without the help or
participation of any other intermediary or agent. The fee of the
BANK AGENT shall be paid by the BANK. Neither SELLERS nor BUYER
shall have any liability for the. fee of the BANK AGENT or an?
other person claiming an.interest'or fee as a result of this
AGREEMENT or the transactions contemplated hereby.

Section 22,05. Pavyment of Transaction EXpenses. Except
as provided in Article 21 or if an EVENT OF DEFAULT shall have

occurred, each party hereto shall pay their own costs and

expenses incident to this AGREEMENT.

Section 22.06. Assigns. This AGREEMENT shall be
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pinding upon and inure to the benefit of the parties hereto and
their respec;ive successors and assigns.

Section 22.07. Recording. The BANK shall, at its
expense, cause this AGREEMENT, any assignments hereof, and any
amendments or supplements hereto or thereto, to be filed and
recorded with the Interstate Commerce Commission in accordance
with 49 U.Ss.cC. Sectioﬁ 11303; and the other parties shall from
time to time do and perform any other act and shall execute,
acknowledge, deliver, file, register, deposit, and record any and
all further instruments required by law or reasonably requested
by the BANK for the purpose of proper protection, to- the
satisfaction of counsel for the BANK, of its interest in the CARS
and it rights under this AGREEMENT or for the purpose of carrying
out the intention of this AGREEMENT.

Section 22.0 . Modifications. No modification or
waiver of any provision of this AGREEMENT, and no consent by any
of the parties to any departure by another party therefrom shall
in any event be effective unless the same shall be in writing
signed by all of the parties hereto and then such waiver or
consent shall be effective only in the specific instance and for
the purpose for which given.

Section 22.09. " Invalidjty. If any term, provision or
condition, or any part thereof, of this AGREEMENT shall for any
reason be found or held invalid or unenforceable by any court,
arbitrator or governmental agency of competent jurisdiction, such

invalidity or unenforceability shall not affect the remainder of
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such term, provision or condition nor any other term, provision
or condition and this AGREEMENT shall survive and be construed as
if such invalid or unenforceable term, provision or condition had
not been contained therein.

Section 22.10. Applicable law. This AGREEMENT is
entered into within, and will be governed by and interpreted in

accordance with, the laws of the State of Maryland.

Section 22.11. Entire Agreement. This AGREEMENT
supersedes all prior understandings, representations,

negotiations and correspondence between the parties hereto with
respect to the transactions contemplated herein and shall not in
any manner be supplemented, amended or m§dified except by a
written instrument executed on behalf of the parties hereto by
their duly authorized representative of even date herewith or
subsequent hereto.

Sectjon 22.12. Execution. This AGREEMENT may be
executed in any number of counterparts, each of which when so
executed shall be deemed to be an original, and.such counterparts
together shall constitute but one and the same contract, which
shall be sufficiently evidencéd by any such original counterpart.
Although this AGREEMENT is dated, for convenience, as of the date
first set forth above, the actual date or dates of execution
hereof by the parties hereto is or are, respectively, the date or
dates stated in the acknowledgments hereto annexed.

Section 22.13. course gf Dealing. No course of
dealing between EVANS and BUYER, or any delay in exercising any
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rights or remedies hereunder or otherwise by any of the parties
shall operate as a waiver of any of the rights and remedies of
the parties hereto.

Section 22.14. Plural and Singular Terms. As used
herein, the singular number shall include the plural and the
plural the singular.

Section 22.15. Further Assurances. The parties hereto
agree to execute and deliver, or cause to be executed and
delivered, such further instruments or documents and take such
other action as may be required to effectively carry out the
transactions contemplated herein.

IN WITNESS WHEREOF, the parties hereto have executed or
caused to be executed, this‘AGREEMENT under seal as of the date

first written above.

ATTEST: o UNITED STATES RAIL SERVICES, INC.

‘ 44’,/,'7:\!,7 ’2L717 Qéélj[MJ © By: W/]/W.L‘-v/

Secretary David A. Summers, President

ATTEST: * EQUITABLE BANK, NATIONAL
ASSOCIATION

(H,JA / / By: M /ﬂ’

ATTEST: EVANS RAILCAR LEASING COMPANY

Ass’t. Secretary
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ATTEST: EVANS TRANSPORTATION COMPANY

Ass’t. Secretary

ACKNOWLEDGMENT
STATE OF (Koerisa )
) TO WIT:
COUNTY OFL., Franevac ©)

I HEREBY CERTIFY that on this _|4t% day ofseg_&gﬁj_,‘
i State of

1987 before me, the undersigned Notary Public of the

k;(¢", personally appeared David Summers, and acknowledged
himself to be the President of United States Rail Services, Inc.,
a Corporation, and that he, as such President, being authorized
so to do, executed the foregoing instrument for the purposes
therein contained by signing the name of United States Rail
- Services, Inc. by himself as President.

IN WITNESS MY Hand and Notarial Seal.

ﬁg 292’2; % . M, ,,Q', 9 (SEAL)
NOTARY WUBLIC

My Commission Expires: SINN AN SR gl v h n

STATE OF MARYLAND )
) TO WIT:
CITY OF BALTIMORE )

s 2

I HEREBY CERTIFY that on this / 5 day of\a_g%_ﬂc(.(.
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1987, before me, the undersigned Notary blic of the State of
Maryland, person;lly appea ed 7/ . P NA who acknowledged
himself to be a s/ %ss 77 Z 2z - %40%, Equitable Bank, National
Association, natlonal bagklng assocfatlon, and acknowledged that
he, as such /7 5 27 KT <Ky being authorized so to do,
executed the regoxng instrument for the purposes therein
contained by signing the_ name of _Equitable Bank, National
Association by himself as J_zp(atbz ez, Pt ,1,15€L,
L,,'/

IN WITNESS MY Hand and Notarial Seal.

Apelon e 2! /7 AN Frt g SEAL)
NOTARY PUBLIC

My Commission Expires:

Py | !

STATE OF ILLINOIS )

- ) TO WIT:
COUNTY OF COOK )
b
I HEREBY CERTIFY that on this day of égféi

198 fore me, the undersigned Notary Public of the Stélte of

, personally appeared R, E. DESSIMOL , and
acknowledged himself to be a Vice-Pre51dent of Evans Railcar
Leasing Company, a corporation, and that e, as such

Vice-President being authorized so to do, executed the foregoing
instrument for the purposes therein contained by signing the name
of Evans Railcar Leasing Company by himself as Vice-President.

IN WITNESS MY Hand and Not Se 1.
(SEAL)

NdTARY BLIC

My Commjssion Expires: o
(- 7/ | “OFFICIAL S7AL"
RANDI-JO CHESTER

' Notary Pubuc State of llinois
Cook County

My Commission Exp"es June 1, 1991

STATE OF ILLINOIS )
) TO WIT:
COUNTY OF COOK )

|7
I HEREBY CERTIFY that on this Z/ day of __/4&_,



1987 fore me, the undersigned Notary Public of the State of

Ag!? , personally appeared R. E. DESSIMOZ , and
acknowledged  himself to be a Vice-President of Evans
Transportation Company, & corporation, and that he, as such
Vice-President being authorized so to do, executed the foregoing
instrument for he purposes therein contained by signing the name

of Evans Transportation Company by himself as Vice~President.

IN WITNESS MY Hand and Notari

My Commijiion Expires:

o=(=9/

§01d6253 .agr

. tR
RANDI-J0 )(3\?551‘ inois
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Exhibit

Exhibit

LIST OF EXHIBITS

List of Cars Being Transferred

List of Assigned Leases

Exhibit
Exhibit
Exhibit
Exhibit

Assumption and Assignment Agreement
Assignment of Leases |
Buyer’s Security Agreement

Purchase Prices of Cars by Type

—
Exhibit

Exhibit
Exhibit
Exhibit
Exhibit
Exhibit
Exhibit
Exhibit

Exhibit
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List of CAR Leases

Master Purchase Money Promissory Note
Equipment Acceptance Receipt

Bill of Sale

Partial Satisfaction Schedule

List of CARS covered by TBT AGREEMENTS
List of TBT Agreements l

I.R.S. Requlations for Safe Harbor Leases

List of TBT Reduction Prices
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EXHIBIT A

Number Type Lot , Date Car

of Cars Built Number . __lLessee Buijlt Numbers

100 Gondolas 1919-01 Ilinois Central 1981 1CG 246850-246949

Gulf Railroad

25 Bulkhead Flats 2023-12 McCloud River 1981 FRDN 6025-6049

22 Bulkhead Flats 1948-00 Willamina & Grand Ronde 1981 FRDN 6000-6005; 6007-6015;
6018-6024

24 Bulkheads Flats 1975-00,02 Columbia & Silver Creek 1982 CLSL 2800-2808; 2810-2824

50 XM Boxes 2001-04 Oklahoma Kansas & Texas 1982 OKKT 700000-700049

10 XL Boxes 1929-00 Maine Central 1980 LNAC 1003; 1032; 1043; 1048; 1053;

- ; 1057; 1061; 1064; 1065; 1069

I XL Boxes - 1929-00 Storage 1980 MRCX 1019; 1027; 1046; 1074

6 XL Boxes 2116-06 Columbus & Greenville -~ 1980 CAGY 901-906

3 Covered Hoppers 1609-03 Storage 1980 USLX 26744; 26745; 26748

2 Covered Hoppers  2161-19 General Chemical 1980 USLX 26743; 26747

1 Covered Hoppers 2088-07 Canadian Pacific 1980 USLX 26746

25 Tanks 1942-00 Rohm & Haas 1981 USLX 21945-21969

10 Tanks 1989-02 Riceland Foods 1982 USLX 21843; 22117; 22119; 22141;
22166; 22171; 22211; 22219; 22225;
22226 .

1 Tank$™ 1775-16 Air Products 1982 ERLX 122

1 Tanks 2133-01 Bunge 1981 ERLX 123




Exhibit A

Page 2 _

Number Type Lot Date Car

of Cars Built Number __Lessee Built Numbers

2 Tanks 2110-02 GAF - 1982 ERLX 129; USLX 21841

1 Tank 1995-02 Carolina By-Products 1981 ERLX 124

3 Tanks 2162-01,02 Universal 0il 1981 ERLX 128; USLX 21834; 22223

3 Tanks 1575-19 FMC 1980 ERLX 120; 121; 126

3 Tanks 1575-20 FMC 1982 USLX 22106; 22127; 22136

8 Tanks ~ 2100-07,10 Ciba-Geigy 1982 ERLX 125; USLX 21845; 22118; 22135;
' 22138; 22173; 22196; 22220

2 Tanks 2008-17 Storage 1981 ERLX 127; USLX 22029
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Number of Cars

Type of Cars

EXHIBIT 8

LEASES TO BE ASSIGNED

Lot Numbers

Lessee

22
24
25
10

82

Bulkhead Flats
Bulkhead Flats
Tank
Tank
Tank

2023-12
1975-00,02
1942-00

- 1989-02

1775-16

Willamina & Grand Ronde
Columbia & Silver Creek
Rohm & Haas

Riceland Foods

Air Products

Lease Expires

5/11/91
1/1/97
12/31/88
1/31/88
9/30/88



EXHIBIT C
ASSIGNMENT, ASSUMPTION AND' CONSENT

This Assignment, Assumption and Consent made
and entered 1into by and between EVANS ~RAILCAR LEASING
COMPANY, an Illinois corporation ("EVANS"), with its princi-
pal place of business at 450 Eést Devon Avenue, Itasca,
Illinois, and UNITED STATES RAIL SERVICES, INC., a California
corporation ("Assignee"), with its principal place ' of

business at 615 Battery Street, San Francisco, California,

94111.
WITNESSETH
WHEREAS, EVANS has heretofore entered into that
certain {1) dated {2) {the "Lease") with
(3) ("Lessor”) pursuant to which, for income tax

purposes only, .  EVANS sold to Lessor and Lessor leased to
EVANS, among other items, the railroad cars described in

Exhibit A attached hereto (the "Cars”"}; and

WHEREAS, EVANS has agreed to sell to Assignee
and Assignée has agreed to purchase from EVANS the Cars
pursuant to that certain Purchase Agreement dated as of

August 1, 1987 (the "Purchase Agreement") among EVANS,



Evans Transportation Company, Assignee and Equitéble Bank,

National Association; and

WHEREAS, pursuant to the - Purchase Agreément,
Assignee has agreed to purchase the Cars from time to time
delivered 1in accordance with the provision of Section 5
of the Purchase Agreement (the Cars, so deli&ered, being
herein called "Delivered Cars") subjectA to the Lease and
to assume all of EVANS' obligations, covenants and agreements
set forth in the sections of the Lease hereinafter referred

to as the same relate and pertain to the Delivered Cars.

NOW THEREFORE, for and in consideration of the
premises and other .good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged,

it is hereby agreed as follows:

1. Assignment. EVANS hereby sells, assigns,

transfers and sets over unto Assignee all of EVANS' rights,
titles and interests in and to the Delivered Cars, such
assignment and transfer to be effective upon delivery of
such Delivered Cars as provided in Section 5 of the Purchase

Agreement.

2. Acceptance and Assumption. Assignee hereby

accepts the foregoing assignment and assumes and agrees

to timely keep, perform and observe the duties, obligations,

o
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covenants and agreements of EVANS to be kept, performed

and observed pursuant to sections (4) of the Lease

as the same relate and pertain to the Delivered Cars, such
acceptance, assumption and agreement to be effective upon

delivery of such Delivered Cars.

3. Evidence of Delivery. EVANS shall deliver
to Lessor an Equipment Acceptance Receipt.in the form and
text attached hereto as Exhibit B (the "Recéipt") for
Delivered Cars. The date of such Receipt shall be con-
clusively deemed td be the effective date of the assignment
by EVANS of 1its rights, titles and interests in and to
ﬁhe Delivered Cars described in such Receipt and the
effective date of the acceptance, assumption and agreement
by Assignee of the Lease as the same relates and pertains

to such Delivered Cars as herein provided.

4. Assignee's Covenants. To induce Lessor to

consent to the assignment by EVANS, Assignee agrees to
comply with all applicable Internal Revenue Service
requlations (the "Regulations”), as they may be amended
from time to time, including but not 1limited to Temporary
Regulation §5c¢.168(£)(8), necessary to preserve the tax
benefits for Lessor, as such is within the control of
Assignee with regard to its ownership of the Delivered

Cars. Assignee shall file all documents required by the



Regulations and shall comply with all reasonable requests
from Lessor and/or EVANS which Lessor and/or EVANS reasonably
determine to be' necessary in order to preserve the tax

benefits for Lessor.

As further inducement to Lessor to . consent to
EVANS' assignment of its_ rights under the Lease, Assignee
(i) certifies that it intends that more than 50% of the
use of the Delivered Cars is to be in its business, and
(1i) acknowledges that it has been advised that it will
not be treated as the owner of the Delivered Cars for Federal

income tax purposes.

IN WITNESS WHEREOF, the parties have caused this
instrument to be executed by their duly authorized offices

as of this day of , 1987.

EVANS RAILCAR LEASING COMPANY

By:
Its: Vice President

(SIGNATURES CONTINUED ON FOLLOWING PAGE)




UNITED STATES RAIL SERVICES,
INC.

By:
Its:

Consented to this day of '
1987.[GLGT, INC. certifies that it is not aware of any
defaults under the Lease excepting only that the “Tangible
Net Worth" of Evans Transportation Company is below the
minimum established in paragraph 6 of its Guaranty Agreement
and that such default does not change, increase, or adversely
affect the obligations hereinabove assumed by Assigneel*

(5)

By:
Its:

*To be inserted in the Assignment, Assumption and Censent
respecting the GLGT, INC. Lease. )




GLGT:
(1)
(2)
(3)
(4)
(5)
AMOCO:
(1)
(2)

(3)
(4)

(5)

SCHEDULE OF VARIABLES

Safe Harbor Lease Agreement
June 30, 1982

GLGT, INC.

10, 1ll(a), 11(b), 1lll(c), 11(d) (except
information relating to the financial
condition of Evans and its parent, Evans
Transportation Company), ll(f), 12 (except
12(a)(ii) and 12(d)), l4(a) (except for
taxes or other governmental charges imposed
by any authority on or with respect to the -
Purchase Agreement), and 16 (as such section
relates to payments due from Assignee)

GLGT, INC.

Agreement
November 12, 1981
AMOCO TAX LEASING XV CORPORAITON

4(b)(ii) (as such relates to transfers of

the Delivered Cars), 4(b)(iii), 4(b)(iv)
(Evans and/or Lessor to advise Assignee

of what reports are required), 4(b)(vi),

6, 7, 9 and 11(4) (as such relates to payments
due from Assignee)

AMOCO TAX LEASING XV CORPORATION

Carson Pirie Scott:

(1)
(2)

Agreement

January 29, 1982
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NORTHWEST

(3)
(4)

(5)

NORTHWEST

(1)
(2)
(3)
(4)
(5)

#2:

(1)
(2)
(3)
(4)
(5)

CARSON PIRIE SCOTT & COMPANY

3.2(B), 3.2(C), 3.2(E) (the certification

to be only with respect to obligations herein
specifically assumed by Assignee), 3.2(F),
4.1, 4.2, 5.2, 7.1, 7.2, and 7.3(D) (as

such relates to payments due from Assignee)

CARSON PIRIE SCOTT & COMPANY

Safe Harbor Lease Agreement

April 22, 1982

NORTHWEST INDUSTRIES LEASING COMPANY
5(b), S(c), 7, 7A, 8 and 10

NORTHWEST INDUSTRIES LEASING COMPANY

Agreement

May 14, 1982

NORTHWEST INDUSTRIES LEASING COMPANY
5(b), 5(c), 7, 7A, 8 and 10

NORTHWEST INDUSTRIES LEASING COMPANY

(YR 3
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EXHIBIT D

ASSIGNMENT OF LEASES

IN CONSIDERATION of the Acceptance and Assumption
below and other valuable consideration, EVANS RAILCAR LEASING
COMPANY ("EVANS") hereby assigns, transfers, and sets over
unto UNITED STATES RAIL SERVICES, INC. a California
corporation ("Assignee"), as of the Effective Dates (as
hereinafter defined), all of EVANS' right, title and interest
in; to and under each of those certain equipment leases

described on Exhibit A attached hereto and by this reference

made a part hereof (the "Leases") pursuant to which EVANS

leased the railroad cars described in said Exhibit A (the

"Cars") to the lessees described in said Exhibit A.

For purposes of this Assignment of Leases, the
"Effective Date”" with respect to any particular Lease as
it relates to any particular Car shall be the date on which
such Car is delivered to Assignee 1in accordance with the
provisions of Section 5.02 of that certain Purchase Agreement
dated as of Augqust 1, 1987 (the "Agreement"), among EVANS,
Evans Transportation Company, Assignee and Equitable Bank,
National Association. The parties hereto shall attach

hereto each Equipment Acceptance Receipt referred to in




the Agreement from time to time "delivered pursuant to said
Section 5.02 to evidence such -delivery and the Effective
Date of this Assignment with respect to the Cars described

in such Equipment Acceptance Receipt.

EVANS agrees, at the cost and expense of Assignee,
to _execute and deliver such other and further documents
and to take such other and further action as Assignee may
reasonably request to consummate, effectuate, record, perfect
or give requisite notice of, the transactions herein

contemplated.
‘Dated as of this lst day of August, 1987.

EVANS RAILCAR LEASING COMPANY

By:
Its: Vice President

ACCEPTANCE AND ASSUMPTION

UNITED STATES RAIL SERVICES, INC., hereby accepts
the foregoing Assignment of Leases and assumes and agrees
to keep, observe and perform all of the terms, covenants

and agreements in the Leases and each of them to be kept,
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observed and performed by EVANS with respect to each Car
from and after the Effective Date respecting such Car.

Cated as of this lst day of August, 1987.

UNITED STATES RAIL SERVICES,
INC.

Its:

LRI S sotatbored



STATE OF ILLINOIS )

COUNTY OF COOK )

I, -» a Notary - Public
in and for the County and Stacte aforesaid, do hereby certify
that RICHARD E. DESSIMOZ, a Vice President of EVANS RAILCAR
LEASING COMPANY, an Illinois corporation, who is personally
known to me to be the same person whose name is subscribed
to the foregoing instrument as such Vice President, appeared
before me in person and acknowledged that he signed and
delivered the said instrument as his own free and voluntary
act, and as the free and voluntary act of said corporation,
for the uses and purposes therein set forth.

Given under my hand and notarial seal this
day of , 1987,

Notary Public
My commission expires: -

STATE OF )

COUNTY OF )

I, , a Notary Public
in and for the County and State aforesaid, do hereby certify
that ’ of UNITED STATES
RAIL SERVICES, 1INC., a California corporation, who is
personally known to me to be the same person whose name
is subscribed to the foregoing instrument as such

» appeared before me in person and acknowledged
that he signed and delivered the said instrument as his
own free and voluntary act, and as the free and voluntary
act of said corporation, for the uses and purposes therein
set forth.

Given under my hand and notarial seal this
day of , 1987.

Notary Public
My commission expires:




LOAN AND
S8ECURITY AGREEMENT

between

UNITED STATES RAIL SERVICES,INC.

and

EQUITABLE BANK, NATIONAL ASSOCIATION

Dated as of: August 1, 1987




8 AGREEM

This LOAN AND SECURITY AGREEMENT (”“AGREEMENT”) is made
as of this 1st day of August, 1987 between Equitable Bank,
National Association (the ¥YBANK”), a national banking association
with its principal place of business at 100 S. Charles Street,
Baltimore, Maryland 21201 and United States Rail Services, Inc.,
the (”“BORROWER”), a California corporation, with its principal
place of business at 615 Battery Street, San Francisco,

california 94119.

Recitals
WHEREAS, the BORROWER has agreed to purchase 306

railroad cars, as listed on Exhibit *A" attached hereto (“CARS”)
pursuant to the terms of a Purchase Agreement (“PURCHASE
AGREEMENT”) dated as of August 1, 1987 among the BANK, the
BORROWER, Evans Railcar Leasing Company (“EVANS”) and Evans
Transportation Company wherein EVANS shall transfer the CARS to
the BORROWER and the BORROWER shall pay the BANK for the CARS:;
and |

WHEREAS, the BORROWER has applied to the BANK for a
term loan facility (”LOAN”) to finance its acquisition of the
CARS; and

WHEREAS, the BANK is willing to provide the requested
credit accommodation to the BORROWER upon the terms and

conditions of this AGREEMENT, and upon the granting by the

P




BORROWER to the BANK of the securfty interests, liens, and other
assurances of payment provided for in this AGREEMENT; and
WHEREAS, the BANK and the BORROWER have entered into

this AGREEMENT to accomplish the above-described transactions.

WIINESSETIH

NOW, THEREFORE, in consideration of the premises, the
covenants and agreements of the parties hereinafter set forth,
and other good and valuable consideration, the receipt and
adequacy of which is hereby acknowledged, the parties, intending
to be legally bound, agree as follows:

Sectjon 1. DEFINITIONS. Ail capitalized terms  not
otherwise defined in this AGREEMENT shall have the meanings
assigned to them in the PURCHASE AGREEMENT, which PURCHASE
AGREEMENT is incorporated by reference herein in its entirety,
unless some other meaning is apparent from the context in which

it is used.

Section 2. TERMS AND PURPOSE OF THE LOAN.
Section 2.1. Principal Amount. Subject to the terms

and conditions stated herein and the continued satisfaction of
all conditions necessary for disbursement, the BANK agrees to
extend to the BORROWER a credit facility pursuant to which it
shall make advances to the BORROWER, as described in Paragraph

four (4) of the NOTE (”ADVANCE”), in the aggregate principal

e Rt
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amount of up to Five Million Five Hundred Seventy Five Thousand
pollars ($5,575,000.00).

Section 2.2. Interest And Repayment. The LOAN shall
pear interest and be repaid in accordande with the stated terms
and conditions of the NOTE. |

Section 2.3. Purpose. The proceeds of the LOAN shall
be used solely for the purpose of the acquisition of the CARS and
the ASSIGNED LEASES.

Section 2.4. Procedure. Immediately prior to the
DELIVERY of a CAR, BORROWER shall execute an EQUIPMENT ACCEPTANCE
RECEIPT in the form attached hereto as Exhibit #B.”. The
execution of such'EQUIPMENT ACCEPTANCE RECEIPT shall be deemed to
constitute a requisition for an advance under this AGREEMENT.
The BANK is hereby authorized to make an ADVANCE under the NOTE
and this AGREEMENT upon DELIVERY of each CAR to BORROWER by
EVANS, and to attach the EQUIPMENT ACCEPTANCE RECEIPT to this
AGREEMENT as a SCHEDULE hereto.

Section 3. SECURITY FOR THE LOAN

The repayment of the NOTE, the satisfaction of all
other sums at any time due or owing from or required to be paid
by the BORROWER under this AGREEMENT or the PURCHASE AGREEMENT,
the performance and observance of all covenants and agreements in
the NOTE, PURCHASE AGREEMENT and this AGREEMENT and all other
obligations of the BORROWER under any other agreements with the

BANK pursuant to the PURCHASE AGREEMENT (collectively, the

_ A.
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»OBLIGATIONS”) shall be secured by the following described
security interests, liens, assignments and pledges:

Sectjon 3.1. Grant of Security Interest. The BORROWER
hereby assigns to the BANK all of the BORROWER’S right, title,
and interest in and to, and grants to the BANK a continuing
security interest in and to all of the following property of the
BORROWER or in which the BORROWER has any rights, wherever
located, whether now owned or hereafter acquired by the BORROWER,
together with all substitutions therefor, and all replacements
and renewals thereof, and all accessions, additions, replacement
parts, manuals, warranties and packaging relating theretq (the
*MORTGAGED PROPERTY”):

(a) The 306 CARS described in Exhibit ~a”
attached hereto;

(b) All accessories, equipment, parts and
appurtenances appertaining or attached to any of the CARS
hereinabove described, whether now owned or hereafter acquired,
and all of substitutions, renewals and replacements of and
additions, improvements, accessions and accumulations to any and
all of said CARS, including all additions thereto which are now
or shall hereafter be incorporated therein:; |

(c) All CASUALTY PAYMENTS relating to the CARS;

(d) All leases relating to the CARS, including
the ASSIGNED LEASES (”LEASES”), together with the right to all
payments due or to become due under the LEASES and any renewals

or extensions thereof, whether as rent, late charges, damages,
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insurance payments, termination payments, loss payments,
indemnities or otherwise, any and all proceeds of the LEASES (as
proceeds are defined by the Uniform Commercial Code), and any
renewals or extensions thereof, together with all of the rights
and remedies of BORROWER to enforce, collect and receive any and
all of the foregoing sums ('RENTS').

(e) All ~RECORDS” relating to the above items
(a), (b), (c) and (4). The term YRECORDS” shall mean
correspondence, memoranda, tapes, discs, papers, books and other
documents, or transcribed information of any type, whether
expressed in ordinary, computer or machine language.

In addition to the previously described kinds and types
of property owned by the BORROWER, the BORROWER hereby assigns,
transfers and sets over to the BANK all of the BORROWER’S right,
title and interest in and to, and grants to the BANK a continuing
security interest in the ESCROW ACCOUNT.

Section 3.2. Future Advances. The security interests
granted by the BORROWER to the BANK hereunder shall secure all
current and all future advances made by the BANK to the BORROWER,
or for the account or benefit of the BORROWER, pursuant to the
PURCHASE AGREEMENT or this AGREEMENT and any such advancenment
shall be fully secured by the security interests created by this
AGREEMENT.

Section 3.3. Subject to PRIOR LIENS. The security
interest granted herein shall be subject and subordinate to the

PRIOR LIENS.

b
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Section 4. E TA \'4 W .
4.1. Good Standing:; Binding Obligations. BORROWER is a

duly and validly organized and existing corporation in good
standing under the laws of the State of California. BORROWER has
full power and authority to execute and'deliver this AGREEMENT
and all other instruments and documents executed and delivered in
connection with or relating to this AGREEMENT and the
transactions contemplated hereby and to consummate the
transactions contemplated hereby. This AGREEMENT and the
consummation of the transactions contemplated hereby have been
duly authorized by all necessary corporate and other action of
BORROWER, and this AGREEMENT has been duly executed and delivered
by, and constitutes the legal, valid and binding obligations of
BORROWER. There is no action, suit or proceedings pending
against BORROWER and no law or any order, writ, injunction,
decree, rule or regulation of any court, administrative agency or
other governmental authority which brings into question the
validity of, or might in any way impair, the execution, delivery
or performance by BORROWER of this AGREEMENT. No giving of
notice to, registration with or taking any action in respect of
or by any federal, state or local governmental body is required
and no governmental authorization or approval is required for the

execution and delivery of this AGREEMENT or for the validity and

enforceability thereof. No approval of, or consent from, any

other third party is required for the execution, delivery or

performance by BORROWER of this AGREEMENT.
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4.2. Inconsistent Agreements. The execution, delivery
and performance by BORROWER of this AGREEMENT and the
transactions contemplated hereby do not contravene, violate or
conflict with any provisions of the articles of incorporation or
by-laws of BORROWER or any order, writ, injunction, decree, rule
or regulation of any court, administrative agency or any other
governmental authority applicable to BORROWER, and do not
conflict with and are not inconsistent with, and will not result
(with or without the giving of notice or passage of time or both)
in the breach of or constitute a default or require any consent
not heretofore obtained under the terms of any credit agreement,
lease, guaranty, document, agreement or instrument to which
BORROWER is a party, by which BORROWER or its property is or may
be bound, or to which BORROWER or its property may be subject,
and will not result in the creation of any 1lien, charge or
encumbrénce on the CARS or be in violation of or go beyond the
authority conferred by BORROWER’S articles of incorporation or
by-laws.

4.3. Further Assurances. BORROWER agrees, at the
request of the BANK, to execute and deliver such documents,
instruments and agreements as reasonably may be required to
evidence, perfect and maintain the priority of the lien‘created
by this AGREEMENT (the ~BANK’S SECOND LIEN”), including any
subordination or other security agreements and any financing
statements in form acceptable for recording in any appropriate

jurisdiction. Furthermore, BORROWER hereby irrevocably grants a
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power of attorney, coupled with an interest, to BANK to execute
on behalf of BORROWER any and all documents described in this
sub-section 4.3.

4.4. Good Title. The BORROWER is the owner, has good
title to and is lawfully seized and possessed of the MORTGAGED
PROPERTY in existence and has or will so have good right, full
power and authority to convey, transfer‘and mortgage the same to
the BANK, and such MORTGAGED PROPERTY is free from any and all
liens and encumbrances except the PRIOR LIENS. The BORROWER
shall warrant and defend such title thereto against all claims
and demands whatsoever.

4.5. Filing. The BORROWER shall promptly cause this
AGREEMENT and each supplement or amendment hereto to be duly
filed and recorded with the Interstate Commerce Commission in
accordance with section 11303 of Title 49 of the United States
Code. The BORROWER will do, execute, acknowledge, deliver, file,
register and record all and every further acts, deeds,
conveyances, transfers and assurances requested by the BANK which
are necessary or proper for the better assuring, conveying,
assigning and confirming unto the BANK of all of the MORTGAGED
PROPERTY or property intended so to be, whether now owned or
hereafter acquired.

4.6. Payments. The BORROWER shall promptly pay the
NOTE and the OBLIGATIONS hereby secured as and whén the same or
any part thereof becomes due (whether by 1lapse of time,

acceleration, demand or otherwise), and may prepay any part or



all of the OBLIGATIONS without any penalty imposed by the holder
of the NOTE.

4.7. tenance of C . Subject to the rights of the
- lessees under the LEASES (”LESSEES”), the BORROWER shall cause
the CARS and each and every part thereof to be maintained,
preserved and kept in safe and good repair, working order and
condition and acceptable for use in interchange, and will from
time to time make or cause to be made all necessary and proper
repairs, renewals, and replacements so that the value and
efficiency of the CARS shall not be impaired.

4.8. Taxes. The BORROWER shall from time to time duly
pay and discharge or cause to be paid and discharged all taxes,
assessments and governmental charges lawfully imposed upon or
against the MORTGAGED PROPERTY or any paft thereof, and shall not
suffer to exist any mechanics’, laborers’, statutory or other
liens on the CARS or any part thereof; provided, however, that
nothing herein contained shall be deemed to require the BORROWER
to pay any tax, assessment, charge or lien, or any claim or
demand of mechanics, laborers or other, prior to the dué date
thereof, or to require the BORROWER fo pay or discharge any tax,
assessment,‘ lien, claim or charge (whether or not due or
delinquent), the validity or amount of which is being contested
in good faith by appropriate proceedings and which has been
adequately reserved against; provided, however, that the BORROWER
shall pay or discharge such tax, assessments, lien, claim or

charge if seizure of the CARS is imminent.
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4.9. LEASES. True and accurate copies of all LEASES,
and all amendments thereto, shall be provided to the BANK within
five (5) business days of their execution. The BORROWER shall at
its own expense duly comply with and perform all the covenants
and obligations of the BORROWER under the LEASES and will at its
own expense seek to cause the LESSEES to comply with and observe
all of the terms and conditions of the LEASES and, without
limiting the foregoing, at the request of the BANK, the BORROWER
will at its own expense take such action with respect to the
enforcement of the LEASES, and the duties and obligations of the
LESSEES thereunder, as the BANK may from time to time direct.
Notwithstanding anything to the contrary in this AGREEMENT
contained, so long as BORROWER is not in default hereunder,
BORROWER shall have the right, without the BANK'’S prior consent,
to amend, modify and terminate any of the LEASES and to settle,
adjust, compound and compromise any claims of the BORROWER
against any of the LESSEES thereunder. The BANK shall have the
right to receive all rentals and other sums from time to time
payable on account of the LEASES, provided that unless and until
an EVENT OF DEFAULT under Section 6 has occurred and is
continuing, the BORROWER shall have a license to collect all
rentals and other sums from time to time payable on account of
the LEASES. BORROWER at its sole cost and expensé will appear
and defend every action or proceeding arising under, growing out
of or in any manner connected with the obligations, duties or

liabilities of BORROWER as lessor under the LEASES.
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4.10. Other liens. The BORROWER shall not, without the
prior written consent of the BANK, consent to the creation or
existence of any mortgage, security interest or other 1lien
against the MORTGAGED PROPERTY other than the lien hereof and the
PRIOR LIENS.

"~ 4.11. Advances. If the BORROWER shall fail to observe
and perform any of the covenants set forth in this Section 4, the
BANK may, but shall not be obligated to, advance sums to, and
may, perform the same, and all advances made by the BANK shall,
with interest thereon at the rate of interest specified in
Section 11 of the NOTE (“DEFAULT INTEREST RATE”) be added ‘to the
OBLIGATIONS and shall be payable forthwith; but no such act or
expenditure by the BANK shall relieve the BORROWER from the
consequence of any default.

4.12. Possession of Mortgaged Property. It shall be
lawful for the BORROWER to retain possession of the MORTGAGED
PROPERTY, and at its own expense to keep and use the same, until
an EVENT OF DEFAULT, as hereinafter defined, shall occur
hereunder.

4.13. Qther Acts. BORROWER shall from time to time do
all such acts and execute all such instruments of further
assurance as shall be necessary to execute for the purpose of
fully carrying out and effectuating this AGREEMENT and the intent
hereof, including, but not limited to, promptly filing with the
Interstate Commerce Commission an amendment hereto with respect

to any LEASE which at any time is added to or substituted for any
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LEASE which is part of the MORTGAGED PROPERTY, if such filing is
necessary to perfect the BANK’S security interest.

4.14. Examine Books. The BORROWER shall permit the
BANK to examine its RECORDS with respect to the MORTGAGED
PROPERTY during regular business hours upon reasonable notice to
the BORROWER.

Section 5. CASUALTY OCCURRENCES.

5.1. Notice. In the event that any CAR is DESTROYED
during the term of this AGREEMENT, BORROWER shall immediately
notify the BANK in writing of such, which notice shall also
inform the BANK in detail of what claims have been made by
BORROWER to receive a CASUALTY PAYMENT. All CASUALTY PAYMENTS in
respect of such DESTROYED CAR received by the BORROWER or
eligible to be received by the BORROWER shall be paid to the BANK
in accordance with Section 13.02 (a) of the PURCHASE AGREEMENT
and such Section shall govern the disbursement of such funds.

5.2. TBT Payments. In the event that a CAR is
DESTROYED, BORROWER shall also furnish to the BANK proof in
writing that it has made the payment required under the TBT
AGREEMENTS,'if such DESTROYED CAR was subject to one of the TBT
AGREEMENTS.

5.3. Damaged Cars. If any CAR is damaged but not
DESTROYED, BORROWER shall be obligated to repair such CAR or
cause such CAR to be repaired promptly in accordance with Section
4.7 herein.

Section 6. f Reme .



6.1. ts o . The following shall
constitute an event of default (;EVENT OF DEFAULT”) under this
AGREEMENT:

(a) If BORROWER shall default in the due and punctual
payment of any sum due under the NOTE, this AGREEMENT or any of
its OBLIGATIONS to the BANK;

(b) If BORROWER shall default in the performance of
any of the provisions of this AGREEMENT, other than provisions
relating to the payment of amounts referred to in clause (a) of
this Section 6, which default shall continue for ten (10)
business days after written notice of default from the BANK or if
such default cannot reasonably be cured within ten (10) business
days, the failure of BORROWER to commence attempts to cure such
default within ten (10) business days or to diligently continue
to attempt to cure such default;

(c) If there shall be an EVENT OF DEFAULT by BORROWER
under the PURCHASE AGREEMENT;

(d) If BORROWER shall file a voluntary petition in
bankruptcy, or shall be adjudicated a bankrupt or insolvent, or
shall file any petition in bankruptcy, or shall file any petition
or answer seeking any reorganization, composition, readjustment,
liquidation or similar relief for itself under any present or
future statues, law or requlations, or shall seek or consent to
or acquiesce in the appointment of any. trustee, or shall make any

general assignment for the benefit of creditors, or shall admit
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in writing its inability to pay its debts generally as they
become due;

(e) If a petition shall be filed against BORROWER
seeking any reorganization, composition, readjustment,
liquidation or similar relief wunder any present or future
statutes, laws or regulations, and such petition shall remain
undismissed or unstayed for an aggregate of ninety (90) days
(whether or not consecutive), or if any trustee, receiver or
liquidator of either party is appointed, which appointment shall
remain unvacated or unstayed for an aggregate of ninety (90)
days) whether or not consecutive);

(f) If any representation or warranty made by BORROWER
or made in any statement or certificate furnished or required
hereunder, or in connection with the execution and delivery of
this AGREEMENT proves untrue in any material respect as of the
date of the issuance or makiﬁg thereof;

6.2. Remedies. When any such EVENT OF DEFAULT has
occurred and is continuing, the BANK may exercise any one or more
or all, and in any order, of the remedies hereinafter set forth,
it being expressly understood that no remedy herein conferred is
intended to be exclusive of any other remedy or remedies; but
each and every remedy shall be cumulative and shall be in
addition to every other remedy given herein or now or hereéfter
existing at law or in eduity or Sy statute:

(a) The BANK may, up;n the occurrence of an EVENT

of DEFAULT under Section 6.1(a), (b), (c) or (f), by
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notice in writing to the BORROWER, declare the entire
unpaid balance of the NOTE to be immediately due and
payable, and thereupon all of such unpaid balance,
together with all accrged interest thereon, shall be
and become immediately due and payable; provided,
however, that upon the occurrence of a default under
Section 6.1(d) and (e), the entire unpaid balance of
the NOTE, together with all accrued interest thereon,
shall be and become immediately due and payable without
notice by the BANK; _

(b) Subject always to then existing rights, if
any, of the LESSEES under the LEASES, the BANK,
personally or by agents or attorneys, shall have the
right (subject to compliance with any applicable
mandatory 1legal requirements) to take immediate
possession of the MORTGAGED PROPERTY, or any portion
thereof, and for that purpose may pursue the same
wherever it may be found, and may enter upon any of the
premises of the BORROWER, with or without notice,
demand, process of law or legal procedure, and search
for, take possession of, remove, keep, assemble and
store the same, or use and operate the same until sold;
it being understood, without limiting the foregoing,
that the BANK may, and is hereby given the right and
authority to, keep and store said MORTGAGED PROPERTY,

or any part thereof at the expense of the BORROWER, on
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the premises of the BORROWER, and that the BANK shall
not thereby be deemed to have surrendered, or to have
failed to take, possession of the such MORTGAGED
PROPERTY;

(c¢) Subject always to then existing rights, if
any, of the LESSEES, the BANK may, if at the time such
action is lawful and always subject to compliance with
any mandatory 1legal requirements, either with or
without taking possession, and either before or after
taking possession, and without instituting any 1legal
proceedings whatsoever and having first given notice of
such sale by registered mail to the BORROWER once at
least 10 days prior to the date of such sale, and any
other notice which may be required by law, sell and
dispose of said MORTGAGED PROPERTY, or any part
thereof, at public auction or private sale, to the
highest bidder, in one 1lot as an entirety or in
separate lots, and either for cash or on credit and on
such terms as the BANK may determine, and at any place
(whether or not if be the location of the MORTGAGED
PROPERTY or any part thereof) designated in the notice
referred to above. Any such sale or sales may be
adjourned from time to time by announcement at the time
and place appointed for such sale or sales, or for any
such adjourned sale or sales, without further published

notice; and the BANK or holder or holders of the NOTE,
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or of any interest therein, may bid and become the
purchaser at any such sale;

(d) The BANK may proceed to protect and enforce
this AGREEMENT and the NOTE by suit or suits or
proceedings, consistent with Article 21 of the PURCHASE
AGREEMENT, except to the extent that it determines in
its sole judgment, that under applicable state law
judicial proceedings are required in which case it may
proceed in equity, at law or in bankruptcy or
reorganization proceedings, and whether for the
specific performance of any covenant or agreement
herein contained or in execution or aid of any power
herein granted, or for foreclosure hereunder, or for
the appointment of a receiver or receivers for the
MORTGAGED PROPERTY or any part thereof, or for the
recovery of Jjudgment for the indebtedness hereby
secured, or for the enforcement of any other proper
legal or equitable remedy available under applicable
law;

(e) The BANK may proceed to exercise in respect
of the LEASES and the property covered thereby and the
duties, obligations and 1liabilities of the LESSEES
thereunder, all rights, privileges and remedies in said
LEASES or by applicable law permitted or provided to be
exercised by the BORROWER, including but not limited to

the right to receive and collect all RENTS and other
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monies due or to become due thereunder and may exercise
all such rights and remedies either in the name of the
BANK or in the name of the BORROWER for the use and
benefit of the BANK; and
(f) The BANK may sell the rentals reserved under
the LEASES, and all right, title and interest of the
BANK with respect thereto, at public auction or private
sale and either for cash or on credit, the BANK to give
the BORROWER ten (10) days’ prior written notice of the
time and place of holding any such sale, and provided
always that the BANK shall also comply with any
applicable mandatory legal requirements in connection
with such sale.
6.3. Proceeds from Sale of MORTGAGED PRO . If the
BANK shall be receiving or shall have received monies under the
LEASES pursuant hereto, or if proceedings have been commenced for
the sale of the MORTGAGED PROPERTY, then all sums so received and
the purchase money proceeds and avails of any sale of the
MORTGAGED PROPERTY or any part ﬁhereof , and the proceeds and
avails of any other remedy hereunder, or other realization of the
security hereby given, and the proceeds of any sale pursuant to
subparagraph section 6.2(f) hereof, shall be applied:
(a) First, to the payment of the costs and
expenses of the sale, proceedings or other realization,
including all costs and expenses and charges for

pursuing, searching for, removing, keeping, storing,
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advertising and selling such MORTGAGED PROPERTY and the
reasonable fees and expenses of the attorneys and
agents of the BANK in connection therewith, and to the
payment of all taxes, assessments or similar liens on
the MORTGAGED PROPERTY which may at that time be
superior to the BANK’S SECOND LIEN (unless such sale or
other realization is made subject to any such superior
liens);

(b) Second, to the payment of all advances made
by the BANK hereunder or pursuant to the PURCHASE
AGREEMENT, together with all interest thereon;

(c) Third, to the payment of the whole amount
remaining unpaid on the NOTE, both for principal,
interest, expenses, including but not 1limited to,
attorneys fees, and to the payment of any other
OBLIGATIONS of the BORROWER hereunder or secured
hereby, so far as such proceeds may reach; and

(d) Fourth, to the payment of the surplus, if
any, to the BORROWER or to whomsoever may be lawfully
entitled to receive the same, or as a court of
competent jurisdiction may direct.

6.4. Miscellaneous Provisions Relating to Remedies.

(a) Upon any conveyance, assignment or transfer under

this Section 6.2 of the AGREEMENT, the BANK shall have the power
to execute and deliver to the accepted purchaser or purchasers a

bill of sale or other instruments conveying, assigning and
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transferring the MORTGAGED PROPERTY sold, which bill of sale is
as good and sufficient as the bill of sale or other instruments
by which the BORROWER acquired the MORTGAGED PROPERTY. The BANK
hereby is irrevocably appointed the true and lawful attorneys of
the BORROWER, in its name and stead to make all such conveyances,
assignment and transfers of the MORTGAGED PROPERTY:; and, for that
purpose, the BANK may execute all requisite deeds and instruments
of conveyance, assignment and transfer, and may substitute one or
more persons with like power, the BORROWER hereby ratifying and
confirming all that its said attorneys or such substitute or
substitutes shall 1lawfully do by virtue hereof which ‘is in
conformity with this AGREEMENT, the PURCHASE AGREEMENT and
applicable law, to the extent not waived hereunder.
Nevertheless, the BORROWER shall, if so requested by the BANK,
promptly ratify and confirm any conveyance, assignment or
transfer by executing and delivering to the BANK or to such
purchaser or purchasers all such instruments as may be requested
by the BANK. 1In addition, the BORROWER shall, if so requested by
the BANK, promptly execute and deliver to the BANK such deeds,
instruments of assignment and other documents as the BANK may
deem necessary or appropriate to enable the BANK or any agent or
representative designated by the BANK to obtain possession of all
or any portion or portions of the MORTGAGED PROPERTY to enjoy the
benefits of any other right or remedy hereunder, subject to the
terms of this AGREEMENT.
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(b) Effect of Sale. .Any conveyance, assignment or
transfer made under or by virtue of this AGREEMENT, whether under
the power of sale herein granted and conferred or under or by
virtue of judicial proceedings, shall operate to divest all
estate, right, title, interest, claim and demand whatsoever,
either at law or in equity, of the BORROWER of, in and to the
MORTGAGED PROPERTY so conveyed, assigned or transferred, and
shall be a perpetual bar, both at law and in equity, against the
BORROWER, 1its successors and assigns, and against any and 511
persons claiming or to claim the MORTGAGED PROPERTY conveyed,
assigned or transferred, from, through or under the BORROWER, its
successors or assigns.

(c) ase s . The receipt by the BANK of
the consideration paid at any such conveyance, assignment or
transfer shall be a sufficient discharge therefor to any
purchaser of the MORTGAGED PROPERTY; and no such purchaser or his
representatives, grantees or assigns, after paying such
consideration and receiving such receipt, shall be bound to see
to the application of such consideration or any part thereof upon
or for any trust or purpose of this AGREEMENT, or in any manner
whatsoever be answerable for any loss, misapplication or non-
application of any such consideration or any part thereof, or be
bound to inquire as to the authorization, necessity, expediency
or regularity of any such sale.

(d) ORTGAGED ore on ounty. The

BORROWER, for itself and all persons claiming under or through
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it, to the fullest extent allowed by applicable law, hereby
agrees that, if any MORTGAGED PROPERTY proposed to be conveyed,
assigned or transferred hereunder should be situated in two or
more counties or 3judicial districts, the BANK shall have full
power in connection with such conveyance, assignment or sale to
select in which county or judicial district any or all such
MORTGAGED PROPERTY shall be conveyed, assigned'or transferred.

(e) Delay Not Waijver. No delay or omission of the
BANK to exercise any right or power accruing upon any EVENT OF
DEFAULT shall impair any such right or power or shall be
construed to be a waiver of any such EVENT OF DEFAULT, or an
acquiescence therein; and every power and remedy given by this
AGREEMENT may be exercised from time to time, and as often as may
be deemed expedient, by the BANK.

(£) Abandonment Not Waiver. In the event that the
BANK shall have proceeded to enforce any right under this
AGREEMENT by foreclosure, entry or otherwise, and such proceeding
shall have been discontinued or abandoned because of waiver or

for any other reason, or shall have been determined adversely to

- the BANK, then, and in every such case, the BORROWER and the BANK

shall severally and respectively be restored to their former
positions and rights hereunder in respect of the MORTGAGED
PROPERTY, and all rights, remedies and powers of the BANK and of
the BORROWER shall continue as though no such proceedings had

been taken.
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(90 Right to Buy at Sale. To the fullest extent
allowed by applicable law, the BANK or any other person entitled

to the benefit of any of the obligations may be a purchaser of
the MORTGAGED PROPERTY or any part thereof or any interest
therein at any sale or otherwise. The BANK may apply against the
purchase price therefor the amount then due in respect of the
OBLIGATIONS. The BANK or any such person shall, upon any such
purchase, acquire good title to the property so purchased, free
of the BANK'’S SECOND LIEN.

(h) Appointment of Receiver. The BANK shall, as a
matter of right, be entitled to the appointment of a receiver
(who may be the BANR or any successor or nominee thereof) for all
or any part of the MORTGAGED PROPERTY, whether such receivership
be incidental to a proposed sale of MORTGAGED PROPERTY or the
taking of possession thereof or otherwise, and the BORROWER
hereby consents to the appointment of such a receiver and will
not oppose any such appointment. Any such receiver appointed for
all or any part of the MORTGAGED PROPERTY shall be entitled to
exercise all the rights and powers with respect to the MORTGAGED
PROPERTY to the extent instructed to do so by the BANK.

(1) t e_B t WER’
Covenants. If the BORROWER shall fail to make any payment or
perform any act required to be made or performed hereunder or
under the PURCHASE AGREEMENT, the BANK, upon notice to the
BORROWER and expiration of any applicable grace period (except in

cases of emergency that threatens bodily injury or material
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damage to property, in which case.the BORROWER waives such notice
and grace period, if any, as is reasonable in the circumstances),
but without waiving or releasing any obligation or default, may
(but shall be under no obligation to) at any time thereafter make
such payment or perform such act for the account and at the
expense of the BORROWER, and, to the extent permitted by
applicable law, may enter unto and upon the MORTGAGED PROPERTY
for such purpose and take all such action thereon as, in the
BANK’S opinion, may be necessary or appropriate therefore,
subject to the rights of the LESSEES. All sums so paid by the
BANK and all reasonable costs and expenses (including, without
limitation, attorneys’ fees and expenses) so incurred, together
with interest thereon at the DEFAULT INTEREST RATE from the date
of payment or incurring of the expense until paid, shall
constitute additional OBLIGATIONS secured by this AGREEMENT and
shall be paid by the BORROWER to the BANK upon demand therefor.
(J) Remedies Cumulative. Each right, power and remedy
of the BANK provided for in this AGREEMENT or now or hereafter
existing at law, in equity, by statute or otherwise shall be
cumulative and concurrent and shall be in addition to every other
right, power or remedy provided for in this AGREEMENT or now or
hereafter existing at law or in equity or by statute (including,
without limitation, the applicable Uniform Commercial Code or
other commercial law) or otherwise, and the exercise or beginning
of the exercise by the BANK of any one or more of the rights,

powers or remedies provided for in this AGREEMENT or now or

25




hereafter existing at law or in equity or by statute or otherwise
shall not preclude the simultaneous or late exercise by the BANK

of any or all of such other rights, powers or remedies.

(k) Limitations on Remedjes and Other Rights:
a t or cis o eme s and e S.

Notwithstanding any provision of this AGREEMENT, the remedies and
other rights specified hereunder are subject to the rights, 1if
any, of the LESSEES and the TBT PURCHASERS. The BANK shall be
under no liability for or by reason of any taking of possession,
entry, renewal or holding, operation or management of the
MORTGAGED PROPERTY or exercise of any other remedy or right
hereunder, except for its gross negligence or willful misconduct.

(1) The BORROWER shall pay all reasonable attorney’s
fees and expenses which the BANK may incur as a result or in
consequence of the happening of an EVENT OF DEFAULT, even if the

EVENT OF DEFAULT is subsequently cured and the LOAN is placed in

good standing.

Sectjon 7. LEASES and RENTS.
(a) Assignment. The pledge of LEASES AND RENTS

contained above shall be fully operative without any further
action on the part of the BORROWER or the BANK and shall, in the
EVENT OF DEFAULT, entitle the BANK to all RENTS whether or not
the BANK takes possession of any of the CARS. The BORROWER
hereby further grants to the BANK the right (i) to enter upon and
take possession of the CARS for the purpose of collecting the

RENTS (ii) to dispossess by the usual summary proceedings any
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LESSEE, tenant or other obligor de.faulting in the payment thereof
to the BANK, (iii) to let or re-let the CARS or any part thereof,
and (iv) to apply the RENTS, after payment of all necessary
changes and expenses, toward payment of the OBLIGATIONS in such
priority and proportions as the BANK, in its discretion, shall
deem proper, or to the operation, maintenance and repair of the
CARS, in each case whether or not sale or foreclosure has been
instituted. Such assignment and grant shall continue in effect
until the OBLIGATIONS have been fully paid and shall be
cumulative of all other rights and remedies available to the BANK
under this AGREEMENT or otherwise. The foregoing provisions
shall constitute an absolute and present assignment of the LEASES
AND RENTS to the Bank, subject, however, to the conditional
permission given to the BORROWER to collect the RENTS until the
occurrence of an EVENT OF DEFAULT.

(b) Payment of RENTS. The BORROWER hereby irrevocably
authorizes and directs each LESSEE upon receipt of notice from
the BANK that an EVENT OF DEFAULT has occurred, to pay directly
to, or as directed by the BANK, 'all RENTS accruing or due under
its LEASE from and after the receipt of such notice. The
BORROWER agrees that the LESSEE or other person shall have the
right to rely upon the notice from the BANK, and shall pay such
RENT to or as directed by the BANK without any obligation to
inquire into the actual existence of any EVENT OF DEFAULT claimed
by the BANK, and notwithstanding any notice from or contrary by

the BORROWER, and the BORROWER shall have no right or claim

27



against such LESSEES or other person for any RENT so paid to the
BANK. Such RENT shall continue to be paid to the BANK unless and
until the EVENT OF DEFAULT which gave rise to the termination of
the BORROWER'’S conditional permission to collect the RENTS is |
cured to the satisfaction of the BANK or until the OBLIGATIONS
are paid in full. Following an EVENT OF DEFAULT, the BANK shall
enjoy all the benefits and be entitled (but shall not be
obligated) to exercise all rights of the lessor under the LEASES,
including but not limited to rights of amendment and termination.
In the event any such EVENT OF DEFAULT is cured as aforesaid, the
Bank shall direct each LESSEE or other person by written notice
to resume the payment of RENT accruing due under its LEASE
directly to the BORROWER from and after such LESSEE’S or other
person’s receipt of such notice from the BANK.

(c) Enforcement of LEASES. The BORROWER at its
expense shall enforce the LEASES in accordance with their terms.
Neither this AGREEMENT nor any action or inaction on the part of
the BANK shall release ény LESSEE or other person or the BORROWER
from any of their respective obligations under the LEASES or
constitute an assumption of any such obligation on the part of
the BANK. No action or failure to act on the part of the
BORROWER shall adversely affect or limit the rights of the BANK
under this AGREEMENT, or through this AGREEMENT, under the
LEASES.

(d) ssurances. During the term hereof, all

rights, powers and privileges of the BANK herein set forth are
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coupled with an interest and are irrevocable, subject to the
terms and conditions hereof, and the BORROWER shall not take any
action under the LEASES or otherwise which is inconsistent with
this AGREEMENT or any of the terms hereof. The BORROWER shall,
from time to time, upon request of the BANK, execute all
instruments and further assurances and all supplemental
instruments and take all such action as the BANK from time to
time may reasonably request in order to perfect, preserve and
protect the interests being assigned to the BANK hereby. The
BANK hereby agrees that it will not, unilaterally or by
agreement, subordinate, amend, modify, extend, discharge,
terminate, surrender, waive or otherwise change any term of any
of the LEASES in any manner which would violate this AGREEMENT.
If the LEASES shall be amended as permitted hereby, they shall
continue to be subject to the provisions hereof without the
necessity of any further act by any of the parties hereto.

(e) No_ Obligations. Nothing contained herein shall
operate or be construed to: (i) obligate the BANK to perform any
of the terms, covenants or conditions contained in the LEASES or
otherwise to impose any obligation upon the BANK with respect to
the LEASES (including, without limitation, any obligation arising
out of any covenant of quiet enjoyment contained in the LEASES in
the event that any lessee or other person shall have been joined
as a party defendant in any action by which the estate or

interest of such or other person shall be terminated), or (ii)
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place upon the BANK any resﬁansibility for the operation,
control, care, management or repair of the CARS.

Section 8. INSURANCE. The BORROWER’S insurance
obligations shall be governed by Section 11.01 (a) of the
PURCHASE AGREEMENT. In the EVENT OF DEFAULT by BORROWER under
this AGREEMENT, BORROWER shall continue to be bound by the same
requirements as contained in Section 11.01 (a) of the PURCHASE
AGREEMENT.

Section 9. MISCELLANEOUS.

9.1. Stamp and Other Taxes. The BORROWER shall pay
any United States documentary stamp taxes, with interest and
fines and penalties, and any mortgage recording taxes of any
state or subdivision thereof, with interest and fines and
penalties, that may hereafter be levied, imposed or assessed
under or upon or by reason of this AGREEMENT, the indebtedness or
any instrument or transaction affecting or relating to any
thereof and in default thereof. The BANK may advance the same
and the amount so advanced shall be payable by the BORROWER to
the BANK upon demand therefor, together with interest thereon at
the DEFAULT INTEREST RATE.

9.2. Expenses of the BANK.

(a) If any action, suit or other proceeding affecting
the MORTGAGED PROPERTY or any part thereof shall be commenced, in
which action, suit or proceeding the BANK is made a party or
participates or in which the right to use the MORTGAGED PROPERTY

or any part thereof is threatened, or in which it becomes
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necessary in the reasonable judgment of the BANK to defend or
uphold its security inbterest and the other rights of the BANK
created by this AGREEMENT, then all reasonable amounts paid or
incurred by the BANK for the expense of such action, suit or
other proceeding or to protect its rights therein (whether or not
it is made or becomes a party thereto) or otherwise to enforce or
defend its security interest and such rights created by this
AGREEMENT, shall be paid by the BORROWER upon demand together
with interest at the DEFAULT INTEREST RATE from the date of the
payment or incurring thereof, and any such amount and the
interest thereon shall be a lien on the MORTGAGED PROPERTY, prior
to any right, or right to, interest in, or claim upon the
MORTGAGED PROPERTY attaching or accruing subsequent to or
otherwise subordinate to the BANK’S SECOND LIEN, and the same
shall be deemed to be secured hereby. All other amounts paid,
advanced or incurred by the BANK in order to secure and protect
its security interest or other security and rights provided
hereunder shall be a like lien on the MORTGAGED PROPERTY and be
deemed to be part of the OBLIGATIONS.

(b) If there is an EVENT OF DEFAULT by BORROWER under
this AGREEMENT or the NOTE, and the NOTE is placed in the hands
of counsel for collection of any amount payable hereunder or
thereunder or for the enforcément of any of the provisions hereof
or thereof, the BORROWER agrees to pay all reasonable costs
associated therewith incurred by the BANK including reasonable

attorneys fees, either with or without the institution of an
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action, suit or other proceeding, in addition to all costs,
disbursements and allowances provided by law, all such costs to
be paid upon demand, together with interest thereon at the
DEFAULT INTEREST RATE from the date of notice or incurring
thereof, and the same shall be deemed to be part of the
OBLIGATIONS secured hereby.

9.3. Expenses of Disposition and Collateral. The
BORROWER shall reimburse the BANK, within 10 days after demand,
for all reasonable expenses of retaking, holding, preparing for
sale, lease or other use or disposition, selling, leasing or
otherwise using or disposing of the MORTGAGED PROPERTY and which
are incurred or paid by the BANK, including, without limitation,
all reasonable attorneys’ fees, legal expenses and costs, and ail
such expenses shall be added to the OBLIGATIONS and shall be
secured hereby.

9.4. Termination. If all the OBLIGATIONS shall be
paid, performed and discharged in full, the BANK shall forthwith
cause satisfaction and discharge of this AGREEMENT to be entered
upon the record at the expense of the BORROWER and shall execute
and deliver or cause to be executed and delivered such
instruments of satisfaction and reassignment as may be
appropriate, of this AGREEMENT, the BANK'’S FIRST LIEN and the
JUDGMENT LIEN as the latter relates to the CARS subject to this
AGREEMENT, and this AGREEMENT shall become void and all powers

and appointments granted herein shall cease and determine.
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Otherwise, this AGREEMENT shall remain and continue in full force
and effect.

9.5. Notices. Notices given hereunder shall be in
writing and shall be deemed to have been adequately given, unless
otherwise specifically provided in this AGREEMENT, five days
after deposited in the U.S. mails, postage prepaid or if
delivered personally, by telegram, telex, facsimile or overnight
courier service, upon receipt. Such notices shall be addressed
to:

If to BORROWER: David A. Summers, President

U.S. Rail Services, Inc.

P.O. Box 3985

San Francisco, CA 94119

Telecopier Number: (415) 627-9412
With a Copy to: Kathleen H. Dunbar, Esq.

733 Front Street

San Francisco, CA 94111

Telecopier Number: (415) 627-9412
If to BANK: Equitable Bank, National

Association

100 South Charles Street

Baltimore, Maryland 21201

Atten: Michael J. Fina

Telecopier Number: (301) 547-5689
With a Copy to: Louis J. Ebert, Esq.

Gebhardt & Smith

World Trade Center, 9th Floor

Baltimore, Maryland 21201

Telecopier Number: (301) 659-9482

9.6. Exhibits. All Exhibits described in this
AGREEMENT will be deemed to be incorporated herein and made a
part of this AGREEMENT.

9.7 Captions. Captions and section endings set forth

herein are for convenience of reference only and will not in any
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manner be deemed to limit or restrict the context of the article
or section to which they relate.

9.8. Modifications. No modification or waiver of any
provision of this AGREEMENT, and no consent by any of the parties
to any departure by another party therefrom shall in any event be
effective unless the same shall be in writing signed by both of
the parties hereto and then such waiver or consent shall be
effective only in the specific instance and for the purpose for
which given.

9.9. Invalidity. If any term, provision or condition,
or any part thereof, of this AGREEMENT shall for any reason be
found or held invalid or unenforceable by any court, arbitration
or governmental agency of competent jurisdiction, such invalidity
or unenforceability shall not affect the remainder of such term,
provision or condition nor any other term, provision or condition
and this AGREEMENT shall survive and be construed as if such
invalid or unenforceable term, provision or condition, had not
been contained therein.

9.10. Applicable Law. This AGREEMENT is entered into
within, and will be governed by and interpreted in accordance
with the laws of the State of Maryland.

9.11. e ement. This AGREEMENT supersedes all
prior understandings, representations, negotiations and
correspondence between the parties hereto with respect to the
transaction contemplated'herein and shall not in any manner be

supplemented, amended or modified except by a written instrument
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executed on behalf of the partieé hereto by their duly authorized
representative of even date herewith or subsequent hereto.

9.12. Execution. This AGREEMENT may be executed in
any number of counterparts, each of which when so executed shall
be deemed to be an original, and such counterparts together shall
constitute but one and the same contract, which shall be
sufficiently evidenced by any such original counterpart.
Although this AGREEMENT is dated, for convenience, as of the date
first set forth above, the actual date or dates of execution
hereof by the parties hereto is or are, respectively, the date or
dafes stated in the acknowledgements hereto annexed.

9.13. Successors nd ssigns. The terms and.
provisions of this AGREEMENT shall inure to the benefit of the
BANK and the holders from time to time of the NOTE. This
AGREEMENT shall be binding upon the parties and the holders of
the NOTE and their respective successors and assigns. The
BORROWER may not, without prior written consent of the BANK,
assign any of its rights or obligations hereunder.

9.14. Eg:tnegv Assurances. The BORROWER agrees to
execute and deliver, or cause to be executed and delivered, such
further instruments or documents and take such other action as
may be required to effectively carry out the transactions
contemplated herein.

IN WITNESS WHEREOF, the parties hereto have executed or
caused to be executed, this AGREEMENT under seal as of the date

first written above.
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ATTEST: UNITED STATES RAIL SERVICES, INC.

By:
Secretary David A. Summers, President
ATTEST: EQUITABLE BANK, NATIONAL ASSOCIATION
By:

ACKNOWLEDGMENT

STATE OF )
) TO WIT:
COUNTY OF )
I HEREBY CERTIFY that on this day of

1987, before me, the undersigned Notary Public of the State of
, personally appeared David Summers, and acknowledged
himself to be the President of United States Rail Services, Inc.,
a Corporation, and that he, as such President, being authorized
so to do, executed the foregoing instrument for the purposes
therein contained by signing the name of United States Rail
Services, Inc. by himself as President.

IN WITNESS MY Hand and Notarial Seal.

(SEAL)

NOTARY PUBLIC

My Commission Expires:
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STATE OF MARYLAND )
) TO WIT:
CITY OF BALTIMORE )

I HEREBY CERTIFY that on this day of

1987, before me, the undersigned Notary Public of the State of
Maryland, personally appeared , and acknowledged
himself to be a of Equitable Bank National
Association, national banking association, and acknowledged that
he, as such , being authorized so to do, executed
the foregoing instrument for the purposes therein contained by
signing the name of Equitable Bank, National Association by
himself as .

IN WITNESS MY Hand and Notarial Seal.

(SEAL)

NOTARY PUBLIC

My Commission Expires:
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EXHIBIT A

Number Type Lot Date Car

of Cars _Built Number Lessee Built Numbers

100 Gondolas 1919-01 ‘Ilinois Central 1981 ICG 246850-246949

Gulf Railroad

25 Bulkhead Flats 2023-12 McCloud River 1981 FRDON 6025-6049

22 Bulkhead Flats 1948-00 Willamina & Grand Ronde 1981 FRON 6000-6005; 6007-6015;
6018-6024

24 Bulkheads Flats 1975-00,02 Columbia & Silver Creek 1982 CLSL 2800-2808; 2810-2824

50 XM Boxes 2001-04 Oklahoma Kansas & Texas 1982 OKKT 700000-700049

10 XL Boxes 1929-00 Maine Central 1980 LNAC 1003; 1032; 1043; 1048; 1053;
1057; 1061; 1064; 1065; 1069

4 XL Boxes 1929-00 Storage 1980 MRCX 1019; 1027; 1046; 1074

6 XL Boxes 2116-06 Columbus & Greenville 1980 CAGY 901-906

3 Covered Hoppers 1609-03 Storage 1980 USLX 26744; 26745; 26748

Y4 Covered Hoppers 2161-19 General Chemical 1980 USLX 26743; 26747

1 Covered Hoppers 2088-07 Canadian Pacific 1980 USLX 26746

25 Tanks 1942-00 Rohm & Haas 1981 USLX 21945-21969

10 Tanks 1989-902 Riceland Foods 1982 USLX 21843; 22117; 22119; 2214}1;
22166; 22171; 22211; 22219; 22225;
22226

1 Tank$™ 1775-16 Air Products 1982 ERLX 122

1 Tanks 2133-01 Bunge 1981 ERLX 123



Exhibit A

Page 2

Number Type {ot Date Car

of Cars Built Number Lessee Built Numbers

2 Tanks 2110-02 GAF 1982 ERLX 129; USLX 21841

1 Tank 1995-02 barolina By-Products 1981 ERLX 124

3 Tanks 2162-01,02 Universal 0il 1981 ERLX 128; USLX 21834; 22223
3 Tanks 1575-19 FMC 1980 ERLX 1205 121; 126

3 Tanks 1575-20 - FMC 1982 USLX 22106; 22127; 22136

8 Tanks 2100-07,10 Ciba-Geigy 1982 | ERLX 125; USLX 21845; 22118; 22135;

o 22138; 22173; 22196; 22220

2 Tanks 2008-17 Storage 1981 ERLX 127; USLX 22029
306



EXHIBIT #B”

EQUIPMENT ACCEPTANCE RECEIPT NO.:

UNITED STATES RAIL SERVICES, INC. (the ~BUYER”) does
hereby accept DELIVERY of those CARS listed on Schedule ~”A”
attached hereto from EVANS RAILCAR LEASING COMPANY (;he #SELLER”)
pursuant to the Purchase Agreement (”PURCHASE AGREEMENT”) dated
as of August 1, 1987, between the SELLER, BUYER, Equitable Bank,
National Association (the “”BANK”) and Evans Transportation

Company, such DELIVERY having been made at

at (A.M./P.M.)

on the day of ¢ 198 .

BUYER has inspected and hereby accepts the CARS.

By executing this EQUIPMENT ACCEPTANCE RECEIPT No.:

BUYER hereby authorizes the BANK to make an ADVANCE, as defined
in the NOTE, to BUYER under the NOTE and BUYER’S SECURITY
AGREEMENT in an amount equal to the ”Total Price” 1listed in
Schedule ”A” attached hereto.

BUYER represents and warrants that it currently is not in
default of the PURCHASE AGREEMENT and knows of no condition or
event which, with the passage of time, notice, or both, will
result in a violation of any covenant, representation or warranty
contained in the PURCHASE AGREEMENT or BUYER'’S SECURITY AGREEMENT
or otherwise render the BUYER in default of the PURCHASE

AGREEMENT.
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All capitalized terrms used herein shall have the meanings
as are ascribed to them in the PURCHASE AGREEMENT.

BUYER hereby confirms its previous grant to the BANK of a
security interest in the CARS listed in Schedule ”A” attached
hereto as security for its OBLIGATIONS to the BANK under the

PURCHASE AGREEMENT, the NOTE and the BUYER’S SECURITY AGREEMENT.

UNITED STATES RAIL SERVICES, INC.

By:
Rece@pt of this EQUIPMENT ACCEPTANCE RECEIPT No.: is
hereby acknowledged on this day of 198 ..

EVANS RAILCAR LEASING COMPANY

By:
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SCHEDULE 7A”_ TO

EQUIPMENT ACCEPTANCE RECEIPT

Nunber of Type of CAR CAR PURCHASE
CARS ' CAR Number(s) PRICE

TOTAL PRICE

6§253 .aus
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EXHIBIT 7F”
CAR PURCHASE PRICES

Number of CAR
CARS TYPE PURCHASE PRICE

100 Gondolas $15, 650
59 Tanks 22,000
6 Covered Hoopers 11,000
50 XM Boxes 6,500
20 XL Boxes 13,100
71 Bulkhead Flats 29,000

100 x $15,650 = $1,565,000

59 x 22,000 = 1,298,000

6 X 11,000 = 66,000

50 x 6,500 = 325,000

20 x 13,100 = 262,000

71 x 29,000 = 2,059,000

TOTAL $5,575,000




LESSEE

Illinois Central Gulf
Railroad
" McCloud River

Willamina & Grande
Ronde

Columbia & Silver
Creek

Oklahoma Kansas & Texas

Maine Central
Columbus & Greenville
General Chemical
Canadian Pacific

Rohm & Haas

Riceland Foods

Air Products

Bunge

GAF

Carolinaa By-Products
Universal 0il

FMC (1575-19)

FMC (1575-20)

Ciba-Geigy

exhibit.mg

EXHIBIT ~G”
LEASES

TERM
month-to-month

month~-to-month

15 years
15 years

5 years
month-to-month

3 years
month-to-month
month-to-month

7 years

2 years

3 years
month-to-month

1 year
month-to-month

6 months
month-to-month
month-to-month

month-to-month

- ——— . —— R

EXPIRATION
DATE

terminated

30 day notice

May 17, 1997
July 7, 1997

November 1, 1987
30 day noticé‘
September 20, 1989
30 day notice

30 day notice
December 31, 1988
January 31, 1988
September 30, 1988
30 day notice
October 3, 1987

30 day notice
January 1, 1988
30 day notice

30 day notice

30 day notice



EXHIBIT H

$5,575,000.00
PROMISSORY NOTE

From

UNITED STATES RAIL SERVICES, INC.,
A California Corporation

BORROWER

To The Order Of

EQUITABLE BANK, NATIONAL ASS80CIATION,
A National Banking Association

BANK

Dated As Of August 1, 1987



Baltimore, Maryland $5,575,000.00
August 1, 1987

PROMISSORY NOTE

FOR VALUE RECEIVED, the undersigned UNITED STATES RAIL
SERVICES, INC., a California corporation (hereafter, the
#BORROWER”), promises to pay to the order of EQUITABLE BANK,
NATIONAL ASSOCIATION, a national banking association (hereafter,
the “BANK”), at the BANK’S offices at 100 South Charles Street,
Baltimore, Maryland 21201, or at such other place as the holder
of this Promissory Note may from time to time designate, the
principal sum of Five Million Five Hundred Seventy-~Five Thousand
Dollars ($5,575,000.00), or so much thereof as has been advanced
to the BORROWER pursuant to the terms and conditions of a Loan
and Security Agreement of even date herewith between the BORROWER
and the BANK (hereafter, 7”SECURITY AGREEMENT”), together with
interest thereon at the rate or rates hereafter specified and any
and all other sums which may be owing to the BANK by the BORROWER
pursuant to this Promissory Note. The following terms shall
apply to this Promissory Note.

1. Interest Rate. For the period from the date
hereof until all sums due hereunder, whether principal, interest,
charges, fees or other sums, have been paid in full, interest
shall accrue on the unpaid principal balance of this Promissory
Note at a fixed annual rate of interest of six and two-tenths
percent (6.2%).

2. Calculation Of Interest. Interest shall be
calculated on the basis of a three hundred sixty (360) days per
year factor applied to the actual days on which there exists an
unpaid balance hereunder.

3. Defined Terms. All capitalized terms not defined
herein shall have the meanings assigned to them in the purchase
agreement dated as of August 1, 1987 among the BANK, BORROWER,
Evans Railcar Leasing Company (”EVANS”) and Evans Transportation
Company (the ~PURCHASE AGREEMENT”), a copy of which is attached
hereto and incorporated by reference herein.

4. Advances. Subject to the terms and conditions of
the SECURITY AGREEMENT, the BANK shall make advances, as
described herein, under this Promissory Note (hereafter,
individually, an “ADVANCE” or collectively, the Z”ADVANCES”) to
the BORROWER up to the aggregate principal amount of Five Million
Five Hundred Seventy Five Thousand Dollars ($5,575,000.00). An
ADVANCE shall only consist of the BANK’S permitting BORROWER to
incur debt with the BANK pursuant to the PURCHASE AGREEMENT in
order to enable it to accept DELIVERY of the CARS from EVANS, and
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the BANK shall not be obligated to actually pay any funds to
BORROWER. Each ADVANCE shall be noted on the ”grid” attached
hereto.

5. Repayment. This Promissory'Note shall be due on
the date of the FINAL CLOSING, at which time all sums due

hereunder including principal, interest, charges and fees, shall
be paid in full.

6. Late Payment Charge. If any payment due hereunder
is received by the holder more than ten (10) calendar days after

its due date, the BORROWER shall pay a late payment charge equal
to ten percent (10%) of the amount due.

7. SECURITY AGREEMENT, This Promissory Note is
issued under and secured by the SECURITY AGREEMENT and this
Promissory Note and the holder thereof are entitled to the
benefits and security provided by the SECURITY AGREEMENT, which
is incorporated by reference herein.

8. icatio o} Payments. All payments made
hereunder shall be applied first to late payment charges or other
fees and expenses owed to the holder, next to accrued interest,
and then to principal, or in such other order or proportion as
the holder, in the holder’s sole and absolute discretion, may
elect from time to time.

9. Prepayment. The BORROWER may prepay this
Promissory Note in whole or in part at any time or from time to
time without premium or additional interest.

10. Accgele on. Upon a default in the payment of
any sum due hereunder or a default in the performance of any of
the covenants, conditions or terms of the SECURITY AGREEMENT or
any other agreement or document executed by or on behalf of the
BORROWER for the benefit of the BANK or any holder (hereafter,
collectively with the AGREEMENT, the ”LOAN DOCUMENTS”), and the
expiration of any applicable cure period, the holder, in the
holder’s sole discretion and without notice or demand, may
declare the entire unpaid principal balance plus accrued interest
and all other sums due hereunder immediately due and payable.
Reference is made to the SECURITY AGREEMENT for further and
additional rights of the holder to declare the entire unpaid
principal balance plus accrued interest and all other sums due
hereunder immediately due and payable.

11. Default Interest Rate. Upon a default in the
payment of any sum due hereunder or a default in the performance
of any of the covenants, conditions or terms of any of the LOAN
DOCUMENTS, and the expiration of any applicable cure period, the
holder, in the holder’s sole discretion and without notice or
demand, may raise the rate of interest accruing on the unpaid
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principal balance to the BANK’S PRIME RATE, independent of
whether the holder elects to accelerate the unpaid principal
balance as a result of such default. The PRIME RATE is that
annual rate of interest as is announced by the BANK from time to
time as its prime rate.

12. Expenses Of Collection. If this Promissory Note
is referred to an attorney for collection, whether or not suit
has been filed, the BORROWER shall pay all of the holder’s
reasonable costs, fees (including, but not limited to, reasonable
attorneys’ fees) and expenses resulting from such referral.

13. Subsequent Holders. 1In the event that any holder
of this Promissory Note transfers this Promissory Note for value,
the BORROWER agrees that no subsequent holder of this Promissory
Note shall be subject to any claims or defenses which the
BORROWER may have against a prior holder, all of which are waived
as to the subsequent holder, and that all subsequent holders
shall have all of the rights of a holder in due course with
respect to the BORROWER even though the subsequent holder may not
qualify, under applicable law, absent this paragraph, as a holder
in due course.

14. Waiver Of Protest. The BORROWER, and all parties
to this Promissory Note, whether maker, indorser, or guarantor,
waive presentment, notice of dishonor and protest.

15. Extensions Of Maturity. All parties to this
Promissory Note, whether maker, indorser, or guarantor, agree
that the maturity of this Promissory Note, or any payment due
hereunder, may be extended at any time or from time to tinme
without releasing, discharging, or affecting the 1liability of
such party.

l6. Notjces. Any notice or demand required or
permitted by or in connection with this Promissory Note shall be
given in the manner specified in the SECURITY AGREEMENT for the
giving of notices under the SECURITY AGREEMENT. Notwithstanding
anything to the contrary, all notices and demands for payment
from the holder actually received in writing by the BORROWER
shall be considered to be effective upon the receipt thereof by
the BORROWER regardless of the procedure or method utilized to
accomplish delivery thereof to the BORROWER.

17. Assignability. This Promissory Note may be
assigned by the BANK or any holder at any time or from time to
time.

18. Binding Nature. This Promissory Note shall inure
to the benefit of and be enforceable by the BANK and the BANK'’S
successors and assigns and any other person to whom the BANK may
grant an interest in the BORROWER'’S obligations to the BANK, and
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shall be binding and enforceable against the BORROWER and the
BORROWER’S personal representatives, successors and assigns.

19. Invalidity Of Any Part. If any provision or part
of any provision of this Promissory Note shall for any reason be

held invalid, illegal or unenforceable in any respect, such
invalidity, illegality or unenforceability shall not affect any
other provisions of this Promissory Note and this Promissory Note
shall be construed as if such invalid, illegal or unenforceable
provision or part thereof had never been contained herein, but
only to the extent of its invalidity, illegality or
unenforceability. :

20. Choice Of law; Consent To Venue And Jurisdiction.
This Promissory Note shall be governed, construed and interpreted
strictly in accordance with the laws of the State of Maryland.
The BORROWER consents to the jurisdiction and venue of the courts
of any county in the State of Maryland or the courts of Baltimore
City, Maryland or to the jurisdiction and venue of the United
States District Court for the District of Maryland in any action
or judicial proceeding brought to enforce, construe or interpret
this Promissory Note. The BORROWER agrees to stipulate in any
future proceeding that this Promissory Note is to be considered
for all purposes to have been executed and delivered within the
geographical boundaries of the State of Maryland, even if it was,
in fact, executed and delivered elsewhere.

‘ IN WITNESS WHEREOF, the BORROWER has executed this
Promissory Note specifically intending this Promissory Note to
constitute an instrument under seal.

WITNESS/ATTEST: THE BORROWER:

UNITED STATES RAIL SERVICES,
INC., A California Corporation

By: (SEAL)
Name: David A. Summers
Title: President




ACKNOWLEDGEMEN
STATE OF

)
) TO WIT:
COUNTY OF )

I HEREBY CERTIFY that on this day of

the State of Maryland, personally appeared David A. Summers, and
acknowledged himself to be the President of UNITED STATES RAIL
SERVICES, INC., a California corporation, and that he, as such
President being authorized so to do, executed the foregoing
instrument for the purposes therein contained by signing the name
of the Corporation by himself as President.

IN WITNESS MY Hand and Notarial Seal.

(SEAL)

NOTARY PUBLIC
My Commission Expires:

, 1987, before me, the undersigned Notary Public of .
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EXHIBIT ~I”
EQUIPMENT ACCEPTANCE RECEIPT NO.:

UNITED STATES RAIL SERVICES, INC. (the #“BUYER”) does
hereby accept DELIVERY of those CARS listed on Schedule ~A*
attached hereto from EVANS RAILCAR LEASING COMPANY (the ”"SELLER”)
pursuant to the Purchase Agreement (”PURCHASE AGREEMENT”) dated
as of August 1, 1987, between the SELLER, BUYER, Equitable Bank,

National Association (the #“BANK”) and Evans Transportation

Company, such DELIVERY having been made at
at (A.M./P.M.)
on the day of , 198 __ .

BUYER has inspected and hereby accepts the CARS.

By executing this EQUIPMENT ACCEPTANCE RECEIPT No.:

BUYER hereby authorizes the BANK to make an ADVANCE, as defined
in the NOTE, to BUYER under the NOTE and BUYER’S SECURITY
AGREEMENT in an amount equal to the “”Total Price” listed in
Schedule ”A” attached hereto.

BUYER represents and warrants that it currently is not in
default of the PURCHASE AGREEMENT and knows of no condition or
event which, with the passage of time, notice, or both, will
result in a violation of any covenant, representation or warranty
contained in the PURCHASE AGREEMENT or BUYER’S SECURITY AGREEMENT
or otherwise render the BUYER in default of the PURCHASE
AGREEMENT.

All capitalized terrms used herein shall have the meanings

as are ascribed to them in the PURCHASE AGREEMENT.



BUYER hereby confirms its previous grant to the BANK of a
security interest in the CARS listed in Schedule ”A” attached
hereto as security for its OBLIGATIONS to the BANK under the

PURCHASE AGREEMENT, the NOTE and the BUYER’S SECURITY AGREEMENT.

UNITED STATES RAIL SERVICES, INC.

By:
Receipt of this EQUIPMENT ACCEPTANCE RECEIPT No.: is
hereby acknowledged on this day of 198 .

EVANS RAILCAR LEASING COMPANY

-



Number of
CARS
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EXHIBIT ~#I”~
EQUIPMENT ACCEPTANCE RECEIPT NO.:

UNITED STATES RAIL SERVICES, INC. (the #“BUYER”) does
hereby accept DELIVERY of those CARS listed on Schedule ”A~
attached hereto from EVANS RAILCAR LEASING COMPANY (the ”SELLER”)
pursuant to the Purchase Agreement (”PURCHASE AGREEMENT”) dated
as of August 1, 1987, between the SELLER, BUYER, Equitable Bank,

National Association (the #“BANK”) and Evans Transportation

Company, such DELIVERY having been made at
at (A.M./P.M.)
on the day of , 198 .

BUYER has inspected and hereby accepts the CARS.

By executing this EQUIPMENT ACCEPTANCE RECEIPT ﬁo.:

BUYER hereby authorizes the BANK to make an ADVANCE, as defined
in the NOTE, to BUYER under the NOTE and BUYER'’S SECURITY
AGREEMENT in an amount equal to the “”Total Price” listed in
Schedule ”A” attached hereto.

BUYER represents and warrants that it currently is not in
default of the PURCHASE AGREEMENT and knows of no condition or
event which, with the passage of time, notice, or both, will
resuit in a violation of any covenant, representation or warranty
contained in the PURCHASE AGREEMENT or BUYER'’S SECURITY AGREEMENT
or otherwise render the BUYER in default of the PURCHASE
AGREEMENT. |

All capitalized terrms used herein shall have the meanings

as are ascribed to them in the PURCHASE AGREEMENT.

T



BUYER hereby confirms its previous grant to the BANK of a
security interest in the CARS listed in Schedule *A” attached
hereto as security for its OBLIGATIONS to the BANK under the

PURCHASE AGREEMENT, the NOTE and the BUYER’S SECURITY AGREEMENT.

UNITED STATES RAIL SERVICES, INC.

By:
Receipt of this EQUIPMENT ACCEPTANCE RECEIPT No.: is
hereby acknowledged on this day of 198 .

v

EVANS RAILCAR LEASING COMPANY

By:




SCHEDULE ”A7 TO

EQUIPMENT ACCEPTANCE RECEIPT

Number of Type of CAR ~ CAR PURCHASE
CARS A CAR Numbex(s) PRICE

TOTAL PRICE
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EXHIBIT 7J”%

BILL OF SALE

KNOW ALL MEN BY THESE PRESENTS, that Evans Railcar Leasing
Company, an Illinois corporation, having an office and place of
business at 450 East Devon, Suite 300, Itasca, Illinois 60154
(the 7”SELLER”), for and in consideration of the sum of Ten
($10.00) Dollars and other good and valuable consideration
received from United States Rail Services, Inc. (”BUYER”),  the
receipt aﬁd sufficiency of which is hereby acknowledged by
SELLER, does hereby sell, assign and transfer unto the BUYER, its
successors and assigns forever, all of the right, title and
interests of the SELLER in and to the CARS listed on Schedule ”A~“
attached together will all of SELLER’S rights as lessor under the
ASSIGNED LEASES, if any, with respect to such CARS.

TO HAVE AND TO HOLD the CARS unto BUYER, its successors
and assigns, to its and their own use and behalf forever.

All capitalized terms used herein shall have the meanings
as are ascribed to them in the PURCHASE AGREEMENT.

SELLER represents and warrants to BUYER that SELLER is the
owner of the CARS and that SELLER has and hereby conveys to BﬁYER
good and valid title to the CARS on the terms set forth in a
certain purchase agreement among SELLER, BUYER,‘Equitable Bank,
National Association and Evans Transportation Company dated as of
August 1, 1987 (the P”PURCHASE AGREEMENT”), providing for the
purchase of the CARS by BUYER.

EXCEPT AS SET FORTH IN SECTION 3.01 OF THE PURCHASE

-



AGREEMENT AND HEREIN, SELLER MAKES NO REPRESENTATIONS OR
WARRANTIES, EXPRESS OR IMPLIED, AS TO ANY MATTER WHATSOEVER,
INCLUDING, WITHOUT LIMITATION, THE CONDITiON OF THE CARS, ITS
MERCHANTABILITY OR ITS FITNESS FOR ANY PARTICULAR PURPOSE AND
HEREBY CONVEYS THE EQUIPMENT TO BUYER ”AS-IS, WHERE-IS AND WITH
ALL FAULTS.”

This Bill of Sale shall be governed by and interpreted
under and in accordance with the laws of the State of Maryland
applicable to contracts made and to be performed therein, without
giving effect to the principles of conflicts of law.

IN WITNESS WHEREOF, Seller has caused this Bill of SAie to

be executed as of the day of . 198__ .

SELLER:

EVANS RAILCAR LEASING COMPANY

Name:

Title:




S8CHEDULE_”A” TO
BILL OF SALE

Number of Type of CAR CAR PURCHASE
CARS CAR Number(s) _ PRICE
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EXHIBIT K~

PARTIAL SATISFACTION OF JUDGMENT SCHEDULE

DELIVERED CARS

Car Type Amount of Partial Satisfaction
Gondolas ' $29,296.80
Tanks 41,184.00
Covered Hoppers 20,592.00
XM Boxes 12,168.00
XL Boxes 24,523.20
Bulkhead Flats 54,288.00

Multiplier for Purposes of Giving Partial Satisfaction of
Judgment for Payments Received Pursuant to Section

6.02(f), Section 7.02(f) and Article 19 of Purchase
Agreement is 1.872.

Multiplier for Purposes of Giving Partial Satisfaction of
Judgment for Payments Received Pursuant to Section 13.01

(i) and for adjustments to PURCHASE PRICE pursuant to
Section 12.03 is 1.00.

be50135.axh
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Lot
NUMEER

1975-00
1975-00
1975-00
1975 -00
1975-00
1975-00
1975-00
197500
1975-00
1975-00
1975-00
1975-00
1975-00
1975-00
197502
197502
1975-02
197502
1975-02
’ , 197502
1975-02
197502
1975-02
197502
1948-00
19468-00
1948-00
1948-00
1946-00
1948-00
1948-00
1948-00
2023-12
2023-12
2023-12
2023-12
2023-12
2023-12
2023-12
2023-12
2023-12
2023-12
2023-12
2023-12
2023-12
2023-12
202312
2023-12

EXhIBIT L
I VANUY KkAall CAKR LEASIT NG Cuneany ‘7:44 TUGEGDAY . JONUAKY o, 1987 46
TAX MENIFII TRANSFER CARS IV FINANCF AGKEEMEN) AS (F DLLLMSR 31, 1936
ICTALL CAR NUMKCR REPURT
CC(P6ADETIUS6496 (BU)
e e tesoam it it = £ 2 s m — FINANCE AGREEMENTZISSUE  AX = o= oommiomm smriemms s mmm mm o m e e e e
Ml er T Te A e At
CODE, CubE A us TBT LESSOR

CLSL 2000 41349  FLATS  F353  COLUMBIA & SILVER CREEK Kk ACTIVE  Northwest |
oLSL 2801 ALA17  FLAIS  FS53  COLUMPIA L SILVER OEEK RR ACTIVE

s 2002  A1410  FLATS 353 COLUMBIA A STUVER CREEK KR ACTIVE

asL 7003 41419  FLAIS  F353  COLOMDIA & SILVER CREFK RR ACTIVE

as 2604 41420 AATS  F353  COLUMBIA & SILVER CKEEX Rk ACTIVE

as 2005 41421 FLAIS 358  COLUMRIA & SILWR CREEK RR ACTIW

as 2006  A1422  FLATS €353 COLUMBIA & SILVER CREEK KK ACTIVE

as 2807  A1850  FLATS 353  COLIMRIA & SILWR CREEK KRR ACTIVE

oS 2000 41851  FLATS €353  COLUMGIA b SILVER CRITK KR ACTIVE

as 2010  A1053  FLATS  F353  COLUMBIA & SILWR CREEK AR ACTIVE

st 011 AIBSA  FLATS  F353  (OLUMDIA & SILVEK (REFK RR  ACTIVE

LS. 20012  A1855  FLATS  F353  COLUMBIA & STLVER CKCEX Rk ACTIVE

as 2813 41856  FLATS  F353  COLUMRIA & SILVER CRECK KR ACTIVE

s 2814 41857  FATS  F353  CIUUMBIA & GILVER OREEXK RR ACTIVE

oS 2015 41658  AAIG  F3S3  COLUMLIA & GILVER (REIK RR  ACTIVE

QLSL 2016  A1859  FLATE  F353  COLUMBIA & SILVER CRCEK RR ACTIVE

as. 2017 41860  FLATS  F353  COLUNBIA & SILVER CREEK KR ACTIVE

ast 2018 41861  FLATS 353  COLUMBIA & GSILVER CREEK KR ACTIVE

QLS. 2019 41862  FLATE  £353  COLUMBIA & SILVER CREEK KR ACTIVE

oSt 2020 41862  FLATE  F353  CILUKBIA & SILVER CRLEK KR ACTIVE

oS 2021 41864  FIATS  F353  CILUMDIA & SILVER CRELK RR  ACTIVE

as 2027 41865  FLATS  F353  COLUKBIA & SILVER CREEK RR ACTIVE

oSt 223 41866  RAATS  F353  ORIMBIA & SILVER CREEK IR ACTIVE

oS 2074 41867  FLATS  F353  COLUMPIA & SILVEK CREEK RR  ACTIVE o S
FRIW 4000 40057  FLAIS  F353  FERDINAND RAILKOAD ACTIE  Carson Pirie Scott
FRIN 6010 40349  FLAIS  F353  FERDINAND RAILRDAD ACTIVE

FRIN 6011 40350  FLAIS  F353  FERDINANTI RAILROAD ACTIVE

FKDN 4012 40351  FLAIS  F353  FERDIMAND RAILRDAD ACTIVE

FRIW 6013 40352  FLATS  F353  FERDINAND RAILKOAD ACTIVE

FRIN 6018 40353  FLAIS  F353  FERDINAND RAILROAD ACTIVE

FRDN 6018 40357  FLATS 353  FERDINAND RATLROAD ALTIVE

FRIN 6019 403589  FLAIS  F3S3  FERDINAND RAILKOAD ACTIVE

FRIW 6025 40344  FLATS  F353  FERDINAND RAILKOAD ACTIVE

FRIN 4026 40345  FLATS  £3585  FERDINANDL RAILRDAD ACTIVE

FRDN 027 4034  FLATS  F353  FERDINAND RA{LROAD ACTIVE

FRIN 6028 40347  FLAIS  F353  FERDINAND RAILROAD ACT IVE

FRDN 6029 40368  FLAIS  F353  FERDINAND KAJLRUAD ACTIVE

FRIW 6030 40349  MATS  F353  FERDINAND RAILROAD ACTIVE

FRIN 6031 40370  FLAIS  F353  FERDINAND KAILRDAD ACTIVE

FRIW 6032  A0371  FLATS  FI53  FERDINAND RAILROAD ACTIVE

FRIN 6033 40372  FLAIS  FIS3  FERDINAND RAILIAD ACTIVE

FRIW . 6034 40373  FLAIS  F353  FEROINAND RAILROAD ACTIVE

FRIN 6035 40374  FLATS  F353  FERDINAND RALL ROAD ACTIVE

FRDN 6036 40375  FLATS  FIS5  FERDINAND RASLKDAD ACTIVE

FRDN 4037 40376  FLATS  F3535  FERDINAND RAILKOAD ACTIVE

FRIN 4038 40377  FLAIS  F3S3  FERDINAMD RAILROAD ACTIVE

FRIN 6039 40378 FLAIS  F35%  FERDINAND RAILROAD ACTIVE

FRON (040 40067  FLATS  F353  FERDINAND RATLROAD ACTIVE

FRIN 6041 40068  FLATS  F353  FERDINAND RAJLKUAD ACTIE

2023-12
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FVANS RAITLCAR LOASING COHMIANY 9144 TUECDAY. JANUAKY &, 1987 47
TAX BENIFIT TRANGIEK CARS UY FINANCE AGREEMENT AS OF DLCEMRER 21, 1906
[€TAIL CAR MMIER REFURT

CL(P6A96THU 56496 TRU)
----------------------------------------------------- FINANCE AGREEMEMT=TSSLE  AX - -——- = —— — —

Lot REPORY wm CGR (‘:‘«‘PgE 322 1 ESSEE 2}

ol WHEER . LDDE CODE s TBT LESSOR

2023-12 FRIW 4042 40069 FLATS F5535  FERDINAND KAILROAD ACTIVE i

2023-12 RN 4043 40070  FLATS P35 ITROINMD RAILSOAD  acTie  carson Pirie Scott

2023-12 FRON 6044 40071 FLATS FI53  FERDINAND RAILKOAD ACTIVE

2023-12 FRIN 4045 40072 FLATS F355  FERDINAND RAJLROAD ACTIVE

2023-12 FRDN 4046 40073 FLATS F353  FERDINAND KAILROAD ACTIVE

2023-12 FRDN 6047 40074 rLATS £353  FERDINAND RATLROAD ACTIVE

2023-12 FRDN A0AR 40075 FLATS FI53  FERDINAND RALLROAD ACTIVE

2023-12 FRDN 6049 40076 FLATS F153  FERDINAND RAILROAD ACTIVE P .

1919-01 106 244050 40119 GONDOLAS G513 ILLINDIS CENTRAL GILF R:  ACTIVE  AMOCO

1919-04 100 204851 40479 GONDLAS G513 TLLINOIS CENTRAL GILF Rk ALTIVE

1919-03 16 246852 40480 GONDOLAS G513  ITLLINDIS CENTRAL GILF RR  ACTIVE

191901 ICG 244053 40481 GONDMLAS G513  ILLINUIS CENTRAL GULF Rk ACTIWE

1919-01 I1C6 204854 40482 GONDOLAS G513 IILINOIS CENTRAL GIRF KR ACTIVE

1919-01 ICG 204855 40119 GONDOLAS G513  ILLINDIS CENIRAL GIRF RR  ACTIVE

1919-01 166 204856 40120 GONDILAS G513  ILLINOISG CUNTRAL GIRF KR ACTIVE

1919-0L 106 244057 40403 GONIALAS G513  TLLINOIS CONTRAL GAF RR  ACTIVC

1919-01 106 204858 40121 GONDOLAS 6513  ILLINUIS CENTRAL GULF RR  ACTINC

1919-01 1Ch 244859 40122 CONDOLAS . G513  ILLINOIS CINTRAL GAF IR ACTIVE

1919-01 (v] 245060  404B4 GOND(LAS . G513  1LLINOIG CENTRAL GIAF Rk ACTIVE

1919-04 ICG 244841 40123 GONILAS 6513  ILLINOIS CENTRAL GAF RR  ACTIVE

1919-01 16 244862 40485 GONDOLAS G513 ILLINDIC CONTRAL GARF RR  ACTIVE

1919-01 106 244863 40124 GONDILAS  CS13  [LLIMIS COMIRAL GULF KRR ALTIVE

1919-01 106 206864 40125 GONILAS GS13  ILLINDIS CENTRAL GULF KRR ACTIVE

1919-01 100 246845 40124 GONDILAS G513  ILLINDIS CENTRAL GILF KR ACTIVE

1919-01 106G 244866 40127 GONDINAS G513 .1LLINDIS CENTRAL GULF RN ACTIVE

1919-01 105 246867  A04B4 GONDILAS G513  [LLINOIG CENTRAL GALF RK  ACTIVE

1919--08 16 204048 40128 GONDOLAS G513 ILLINDIG CENTRAL GULF RR  ACTIVE

1919-01 IC6 244849 4019 GONDULAS G513 [LLIMOIS CENTRAL GRF RR ACTIVE

1919-01 1C6 246070 40130 GONDOLAS G513  ILLINDIS CENTRAL GIRI KR ACTIVE

1919-0t 16 206871 40131 GINDOLAS 3513 [LLINOIS CENTRAL GALF RR  ACTIVE

1919-01 1C6 244972 40132 GONNK.AG 513 WLIHOIS CENTRAL GAF AR ACTIVE

1919-01 106 246873 40113 GONDOLAS G513  ILLINOIS CENTRAL GULF KR ALTIVE

1919-01 16 245874 40134 GONDILAS G513 ILLINOIS CINTRAL GIAF R ACTIVE

1919-01 . 106 244075 40135 GONDOLAS 6513  ILLINDIS CENTRAL GILF Rk ACTIVE

1919-01 IC6 244876 40136 GONDILAS G513  ILLINDIS CENTRAL GIAF RR  ACTIVE

1919-01 106 246077 40137 GONDOLAS G513 11 INDIS CONTRAL GULF Rk ACTIVE

1919-0% IC6 244878 40138 GONINNAES  GS13  MLLINIIS CONTRAL GILF (& . ACTIVE

1919-01 106 246879 40139 GONIOLAS G513  ILLINUTG CENTRAL GAF RR ACTIVE

1919-01 106 244890 40140 GONIVLAS G513 ILLIMOIS CONTRAL GULF RR ACTIVE

1919-01 (»1 246801 40141 GONDIRAS 6513  ILLINDIS CENTRAL GULF RR  ACTIVE

1919-01 106 244802 40142 GONDLAS G513  ILLINIIG CENTRAL GIAF RR  ACTIVE

1919-01 ICG 246483 40143 CONIOLAS  GS13  TLLINOIS CENTRAL GIAF Rk ACTIVE

1919-01 106 244084 40144 GONDULAS G513  1LLINDIS CENTRAL GUF KR ACTIW

1919-01 106 244885 40407 GONDOLAS G513 TLLINOIG CENTRAL GIRF RR ACTIVE

1919-01 166 244886 40145 GONINLAS G513 LLLINGIS CENTRAL LM RR ACTIWE

1919-01 106 246807 40488 GONDOLAS  GS13  ITLLINOIGS CONTRAL QLK Rk ACTIVE

1919-01 1C6 244888 40407 GONICLAS  GS135  ILLINOIS CENIRAL GULF RR  ACTIVE

1919-01 (] 2446899 40146 GONDON. AS G513 ILLINOIS CENTRAL. GRT RR ACTIVE

1919-01 1L6 2468%0 0147 GONDILAS G513 ILLINOTS CEHTRAL GULE RR acy1ve
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LVANS

RATL CAR

TAX BENIFIT IRANSFER CARS

LOV
HUMRER

1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01
1919-01

244891
244092
244893
244094
246895
246894
246897
244878
246099
246900
246901
246902
246901
246904
246905
244906
246907
244908
246909
244910
246911
246912
244713
246914
244915
246916
246917
244918
244919
246920
244921
246922
246923
246924
244925
284924
246927
246920
244929
246930
244931
2446932
244933
246934
244935
244936
246937
244930
2449319

LETAIL CAR NMMICR REHURT
CC(F6A96TINI56496THY)

FINANCE AGRYFMENT=ISSUE  AX

CAR
D,
NMRMBER
40140
40490
40491
40492
40149
40493
40150
40151
40152
40494
40495
0494
40497
40499
40153
40154
40155

L EASTNG

COMPFANY

HY FINANLE AGKREEMENT AS (F DECEMRER 21, 1914

CAR
TYPE
coue

GONICULAS
GONDOLAS
GONDOL AS
GONDILLAS
GONDDL AS
GONIXRLAS
GONDOLAS
GONINAL AS
GONILAS
GONIOLAS

CAR
AAR
Cube

6513
6513
G513
G513
G513
G513
6513
G513
6513
G513
6513
G513
5513
6513
(G513
6513
G514

6513

G513

6513
G513
G513
6513

G131 -

G513
6513
GS13
6513
6513
6513
Gl
G513
6513
G6u13
6513
6513
6513
G513
6513
G513
6513
G513
G513
G513
Gy13
G413
Gul3
G513
6513

ILLINOIS CENTRAL GIALF
1L INDIS CFRIRAL ALK
ILLINGIS CENTRAL GALY
ILL INOIS CEHTRAL AR F
ILLINOIS CENTRAL GUAF
ILLINOIG CENTRAL GAAF
ILLINUIS CENIRAL RAF
ILLINDIS CENTRAL GRR#
ILLINDIS CENTRAL GULF

"ILLINGIS CENTRAL G S

ILLINOIS CENTRAL GAAF
ILLINOIS CENTRAL GULF
ILLINDIS CENTRAL GIRF
ILLIHNLS CENTRAL GIAF
TLLINOIS CENIRAL (RRF
ILLINNIS CENTRAL GIRF
ILLINOIG CENTRAL ALK
TLLINDIS CENTRAL. G F
ILLINOIS CENTRAL GAF
TLLINDIS CONTRAL. BRF
1LLIRUTS CENTRAL GULF
ILLINOIS CENTRAL. GULF
1LL.INDIS CENTRAL GULF
ILLINGIS CEMTRAL G
ILL INOIS CENTRAL GUAF
ILLINOIS CENTRAL GURF
ILLINDIS CENTRAL GULF
TLLINOLS CENTRAL. GRS
ILLINDIS CENTRAL GWRF
TILLINOIS CENTRAL GRS
ILLINDIG CENYRAL GALF
ILLINDIS CENTRAL GAF
ILLINDIS CENTRAL GULF
ILLINDIYS CENTRAL GIALT
ILLINGIS CENTRAL GUF
ILLINOIS CENTRAL GLF
ILLINDIS CENTRAL GILF
ILLINOLS CENTRAL GUAF
ILLTNDIS CENTRAL GULF
ILLINOIS CENTRAL GULF
ILLINDIS CEHTRAL GULF
ILLINDIS CENTRAL QRY
ILLINIS CENTRAL (RRF
ILLINOIS CENTRAL GULF
ILLINUIS CINIRNL GIAF
ILLINOIS CENTRAL GULF
ILINDLS CUNTRAL GULF
ILLTIMIES CENTRAL GILF
ILLINOLYG CENTRAL GIAF

22:’5255335333%352BEEE§5§§3§B§§3§QBEBB?QEQQBB%BBBEER

RR

K
RR

9244 TUESDAY. JANUNKY 6. 1987

4

Us

ACTIVE
ACTIC
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ALTIVE
ACTIVE
ACTIVE
ATIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVC
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVC
ALTIVE
ALTIVE
ACTIVE
ALTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ALTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIWE

TBT LESSOR
AMOCO




FVANS RATLCAR LCASING COMPANY 2144 TLESIAY, JANUARY 6. 1987 49
TAX BENTFIT TRANSFER CARS DY FINANUT AGRELCMINT AS OF DeCEMBER 21. 1986
UETAIL CAR MUMMCR REFUKT

CL(PAATSTBU: 544961 BU)
--------------------------------------------------------- EINANCE AGRECMINT=ISSUE  AX —----=rmrmmms o oo
Lot FEFORT Cak (llaﬁ' (AR w LESSEE 2}
NUMBER HARK NUMBER . . TYPE ) NAME -
NUMBER . Cone coi€ ue  TBT LESSOR
1919-01 ICG 246940 40524 GONTIOLAS (i3 ILLINDIS CENTRAL GRF KRR ACTIVC  AMOCO
1919-01 106 244941 40525 GUNDOL AS Go13 ILLINDIS CENRAL GIRF RR : ACTIVE
1919-01 ICG 246942 40524 GONIOLAS G513 [LLINOIS CUMVRAL (RS RR ACTIVE
1919-04 1C6 246943 40527 GONDOLAS Go13 ILLINOLS CENTRAL GUAF RR ACTIVE
1919-01 1C6 246944 40528 GONIOLAS G513 ILLINUIS CENTRAL GATF KR ACTIVE
1919-01 1C6 246945 40529 GONDOLAS G513 ILLINOIS (EHTRAL GULF KRR ACTIVE
1919-01 16 246946 40530 GONDOLAS 6513  ILLINGIS CENTRAL ARF RR ACTIVE
1919-01 ICG 246947 40531 GONDOLAS 6513 ILLIHOISG CENTRAL GILF RR ACTIVE
1919-01 IC6 244948 40532 GONDOLAS 6513 TLLINDIS CEHIRAL GALF KRR ACTIVE
1919-01 1C6 246949 40533 GONDOLAS 6513 ILLINOIS CENIRAL GRY RR ACTIVE 1

2001-04  OKAT 700000 40741  BOX CARS  R304  OKLAHOMA RANSAS AND TEXAS RAILROAD  ACTIVE  GILGT
2001-04  OKKT 700001 40740  BOX CARG B304  OKLAHOMA KANSAS AND TEXAS RAILROADN  ACTIVE
200104  OKKT 700002 40747  ROX CARS B304  OKLAHDMA KANSAS AND TEXAS RAILROAD  ACTIVE
2000-04  OKKT 700003 40739  BOX CARG B304 OKLAHIMA KANSAS AND TCXAU RAILROAD  ACTIVE
2001-04  OKKT 700004 40742  BOX CARS  R304  OKLAHDMA NANSAS AND TEXAS RAILROAD  ACTIVE
2001-04  OKKT 700005 40748  BOX CARG BI04  (KIAMOMA KANSAS AND ITXAS RAILKOAD  ACTIVE
2001-04  OKKT 700006 40743  DOX CARS B304  OKLAHDMA KANSAC AND TEXAS KAILRDAD  ALTIVE
2001-04  OKKT 700007 40745  BOX CARG DI04  OKLAHDMA KANSAS AWD TEXAS RAILROAD  ACTIVE
2001-04  OKKT 700000 40744  BOX CARS B304  OKLAHIMA KANSAS AND TEXAS RALLROAD  ACTIVE
200004  OKKT 700009 40744  BOX CARS B304  (KLAHUMA KANSAG AND TEXAS RAILKOAD  ACTIVE
2001-04  OKKT 700010 40738  POX CARS  R3G4  ORLAHOMA KANSAS AND TLXAS KAILROAD  ACTIVE
2001-04  OKKT 700011 40749  ROX CARS  B30A  (KLAHOMA KANSAS AND TLAAS RAILRUAD  ACTIVE
2001-04  OKKT 700012 40727  BOX CARG  RI04  OKLAHOMA KANSAS AND TEXAS RAILROAD  ACTIVE
200104  OKKT 700013 40720 DOX CARS  R30A  UKLAHUMA KANSAS AMD TEXAS RAILKOAD  ACTIVE
2001-04  OKKT 700014 40726  BOX CARG  R304  OKLAHOMA KARSAS AND TCXAS RAILKOAD  ACTIVE
2001-04  OKKT 700015 40729  BOX CARS P304  UKLAHUMA KAMSAS AND TEXAS RAILKOAD  ACTIVE
2001-04  OKKT 700016 40725  BOX CARS B304  OKLAHDMA KANSAS AND TEXAS RAILROAD  ACTIVE
2001-04  OKKT 700017 40721  BOX CARS 304  UKI AHIMA KANGAS AND TEXAS RAILRDAD  ACTIVE
200104  OKKT 700018 40724  BOX CARG B304  UKLAHOMA KANGAS AND TDXAS RAILRDAL  ACTIVE
2001-04  OKKT 700019 40723  BOX CARS  R304  OKLAHOMA KANGAS AND TEXAS RAILRDAD  ACTIVE
2001-04  OKKT 700020 40718  BOX CARS B304  (KLAHOMA KANGAS AND TEXAS RAILROAD  ACTIVE
200104  OKKT 700021 40720  BOX CAKS P304  OKLAHUMA KANSAS AKD TEXAS RAILRUAD  ACTIVE
200104  OKKT 700022 40722  BOX CARG  A304  OKLAHOMA KANGAS AND TEXAS RAILROAD  ACTIVE
2001-04  OKKT 700023 40716  BOX CARG B304  OKLAMOMA RANGAS AND TEXAS RAILROAD  ACTIVE
2001-04  OKKT 700024 40717  HOX CARS D304  UKLAHOMA KANSAS AND TUXAS RAILROAD  ACTIVE
2001-04  OKKT 700025 40719  BOX CARS B304  OKLAHOMA KANGAS AND TEXAS RAILKOAD  ACTIVE
200104  OKKT 700026 40708  BOX CARG B304  OKLAHOMA KANSAD AND TEXAS RAILRDAD  ACTIVE
2001-04  OKKT 200027 40705  BOX CAKS B304  OKLAHOMA KANCAS AND TEXAS KATLRDAD  ACTIVE
200104 OKKT 700028 40704  PBOX CARG B304  OKLAHOMA KANGAG AND TCAAS KAILROAD  ACTIWE
200104  OKKT 700029 40703  ROX CAKS B304  OKLAHOMA KANSAS AND TEXAS RAILKDAD  ACTIVE
2001-04  OKKT 700030 40700  BOX CARG B304  OKLAMIMA KANGAS AND TEXAS RAILRDAD  ACTIVE
2001-04  OKKT 700031 407027  BOX CARS B304  ONLAHOMA KANSAS AND TEXAS RAILRDAD  ACTIVE
2001-04  ORKT 700032 40701  ROX CARG  B3S0A  UKLAMIMA KANSAD AND TEXAS RAILKDAD  ACTIVE
2001-04  OKKT 700033 40710  BOX CAKS B304  ONLAHIMA NAWLAS AND TEXAS RAILRDAD  ACTIVE
2001-04  OKKT 700034 40711  BOX CARS S04  OKLAHOMA KANGAS AN TEXAS RAILRDAD  ACTIVE
2001 04 OKKY 7000315 40715 ROX CAKS B304 0Kl AHOMA KANGASG AHD TEXAS RATLROAD ACTIVE
2001-04 ORKY 7000346 40712 WX CAIS B304 OxK) AMNMA KANSAS ANDE IEXAS RATLIGAD ACTIWE

2001- 04 ORKT 700037 40714 DOX CARS B30A OKLAHUMA KANSAS AND TEXAS RAIL KDAD ACTIVE
2001 -0A XY 700038 40706 anx CaRs B1OA I AHOMA KANGAS ANTI TT XAf GAT f0an acrr

., Inc.

Bl S
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TAX HENITIT TRANGICR CARG By FINANCE AGREEMENT AS OF

LEASTNG

AP

COMIANY
W CLMER S1. 17136

LETAIL CAR NUMHER REFUKT
CCIP6496TIVISH496 1 HU)

LO7
MMBER

2001--04
2001-04
2001-04
2001-04
2001 04
2001-04
2001-04
2001-04
2001-04
2001 -04
200104
1989-02
2110-02
1989-02
2100-07
1942-00
1942-00
1942-00
1942-00
1942-00
1942-00
1942-00
1942-00
194200
1942-00
1942-00
1942-00
1942-00
1942-00
1942-00
1942-00
1942-00
1942-00
1942-00
194200
1942--00
1942-00
1942-00
1942-00
1942-00
2008-17
15720
1989-02
2100--07
1989-02
1575 20
210-10
157T5-20
2100-10

OPEEERERERERRREREEEEEEEEERRRRRAE

2

USLX

USsLX
USLX

g

NUMBER

1D,
MMBER

40707
40709
40713
40732
40731
40737
40730
40734
40733
40735
40734
39530
39537
39539
39548
39923
39924

39924
39927
39929

39930
Il
37932
3913
39934
39935

39937
39938
39939

941
19942
39943
39944

39946
39947
41095
A5
41126
A1127
A1128
A1134
41144

1145
A114A7

CAR
TYiE
ConE

HOX CARS
ROX CAIS
BOX CARS
X CARS
BOX CAKS
X CARS
ROX CAKG
HOX CARS
[OX CARS
ROX CARS
BOX CARS
TANKS
TANKS
TANNS
TANRS
TANKS
TANRG
TANKS
TANKS
TANKS
TANKS
TANRS
TANKS
TANKS
TANKS
TANKS
TANKS
TANKS
TANKS
TAKS
TANKS
TANKS
TANKS
TANKS
TANKS
TANKG
TANKS
TANKS
TANKS
TANKS
TANKS
TANKS
TANKS
TANKS
TANRS
TANKS
TANNS
TANKG
TS

CAKR
AAR
tore

4304
11304
304
BI0A
B304
1304
0304
R3N4
B304
Bl0A
B304
1105
1105
15
1105
1105
1105
1105
1105
1105
1105
1105
1105
1108
1105
1105
1105
1105
1105
T105
1105
1105
1105
1105
1105
Y105
1105
1105
1105
1105
1105
1105
1105
1105
1109
1105
T10%

1195
1105

7044 TULSDAY. JANUAKRY 6. 1987 0

FINANCE AGREEMENT=ISGLE AKX --—- - - -

LESSEE
HAML:

OKLAHOMA KANSAS AHD TEXAS RAILRUAD
OKLAHOMA KANGAS AND TEXAS RATLRDAD
ORLAHOMA KANGAS AND TEXAS RAILKOAD
OKLAHUMA KANGAS ANTI TEXAS RATLRDAD
OKLAHOMA KANGAS AND TEXAS RAILROAD
OXLAHDMA KANSAS AND TEXAS RAILADAD
OKLAHUMA KANSAS AHDN TEXAS RATILRDAD
OKI AIODMA KANSAS AND TUXAS RATLRDAD
ONLAHIIMA KANGAS AND TEXAS KAILKUAD
UKLAHOMA KANSAS AND TEXAS RAILROAD
OKLAHDMA KANSAS ANDI TEXAS RAILRUAD
CAR 15 IN LEASE PO

GAF CORI’ORAT TON

KICEL AND TODIS. INC

CIBA-GE1GY mmmnm ,

3
§8838%

ZEEEZ
2383335925528533325:

13

1331

ééiiiiiéiiéi?éii?ié?ii?i?
g

[ ol ol of ol ol ol o R ol o Bl ol ol Al Rl ol R

22

wmn(mm GRMN CUMFANY
FL CURPORATION

RICELAND 1'00DS. INC
CIBA-GEIGY CORP{IRATION
mmmn FOOIS, INC

ACTIVE
ACTIVE
ACTIW
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ATIVE
AT TVE
ACTIVE
ACTIVE

TBT LESSOR

GLGT, Inc.

LEASE POIL  AMOCO :

ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ALTTVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ALTIE
ACTIVE
ACTIVE
ACTIVE
ACTIVE

ACTIVE

ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACTIVE
ACT I
ACTIVE
ACTIVE
ACTIVE
AITIVE
ALTIVE
ACYIW

ACTIVE
ACTIVE

[ e B AT N

Northwest |
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Lov
NUMBEK

1969-02
1989-02
1989-02
2100-10
2100-10

N=250

REFORT
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usLx
USLX

us.xX
{sLX

2141
22166
nin
22173
1196

FATLCAR

DETAIL CAR MMBER KEFORT
CC(P6476TIUSLA981 1)
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CAR
l D . )
NUMECR

41150
A5
41190
41102
4205

CAR
TYiHE
cone

TANKS
TANKS
TANNS
TANKS
TANNS

Lt ASING

CAk
AR
Cope

1105
1105
1105
1105
1105

v Ap————— .

COHIANY 9144 YTUESDAY. JANUARY 6. 1907
TAX BENIFIT TRANSFER CARG [IY FINANCE AGREEMENT AS OF TECIMEER 31, 1980

Lessar
NAE

RICELAND 100G, INC
RICCLANT 10005, INC
RICCLAND FOODS. 1IN
CI13A-GLLGY CORFORAT (N
CIPA-GEIGY CORFORATION

Sy
Al
us

ACTIVE
ACTIVE
ACTIVE
ALTIVE
ACTIVE

<
s

1

TBT LESSOR
Northwest |

NB?Lﬁwest 11



EXHIBI® ~M~

List of TBT AGREEMENTS :

1. Northwest Industries Leasing Company 1 (April 22, 1982)
2. GLGT, Inc. (March 26, 1982)

3. Northwest Industries Leasing Company 2 (April 22, 1982)
4. Carson Pirie & Scott & Company (January 29, 1982)

5. - Amoco Tax Leasing XV Corporation (November 12, 1981)

exh . .mg
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EXHIBIT "N"

+1-83 Temporary Rules

(Regs.) 10,211

T.D. 7791, 7798, and 7800

regulations relating to special rules for leases under the Economic
Tax Act of 1881. (T.D. 1781, filed 10-20-81, amended by T.D. TI95, filed

(1-10-81 and T.D. 1800, filed 12-28-81.)

gummary: This document contains tem-
porsry regulations relating to the special
Fales for leases under the Kconomic Re-
Tax Act of 1981. These regulations
e guidance to persons exocuting
sass Sgreements under section 168(f)(8) of
s Internal Revenue Code of 1964.
pets: Bucept as otherwise provided, the
roguistions ap ly with respect to certain

pla. In service after December
:, 1980.

por Purther Information Cowtact: Joha
A Tolleris, of the Legislation and Ragula-
tione Division, Office of Chief Counsel, In-
terns! Revenue Service, 1111 Constitution
Ave., N.W., Washington, D.C. 20224 (203)

gupplomentory Information: Background
This document contains temporary reg-
glstions relating to the apecial rules for
jeases under section 168()(8) of the In-
ternal Revenue Code of 1954, as enacted by
section 201(a) of the Economic Recovery
Tax Act of 1961 (88 Stat. 714). These reg-
ulations are {ncluded in Part 5c, Temporsry
Iacome Tax Regulations Under the Eco-
pomic Recovery Tax Act of 1981. 'The
regulations provided by this
document will remain in effect until super-
seded by later final regulations with re-
to section 168 concerning the aocel.
arated cost roeor:ay system (Acna.L. '{ht
temporsry regulations are expect 0

revised and proposed in the forthcoming

aotics of pr:ond rulemaking with respect
to section 148 concerning ACRS.
Brplanation .

in addition to normsl regulating au-
thority granted to the Secretary dy section
1908 of the Code, section 168(NN(8)(G) of
the Code provides that the Secretary shall
preseribe such regulations as may be nec-
sasary to carry out the purposes of section
108(0) (8), including (dut not limited to) reg-
clations which limit the lessor to the aggre-
gate amousnt of (and timing of) deductions
and credits in respect of the qualified lessed
that would have been allowabla

the lesses without regard to section 188
(N(8). Thess reguiations contaln certain
rules promulgated under the authority of
section 168(0)(8)(G). For example, these

(09 applies in the case of transactions
. transfer only the investment tax
party other than the ultimate

to a
user of the property.
Inapplicadiiity of Bseoustve Ovder
b /4
Theas tions not &
lative rmm tn‘;rpomm:,:'h?e’::

tive Order 12291 becauss the sconomic of-
foect of these regulations flows principally
from the statutory provisions upon which
these regulations are based.

(Text taken frem T.D. TT06}—Amendment
of temperary regulations.
Summary: This document contaitis amend.
ments which clarity the temporary reguls-
tions relating to the m ruleg for leases
mu.ﬁ.n.l‘eonomle ery Tax Act of

Supplementary [Information: Backgrounsd
This document contains amendments to the
temporary regulations promulgated by
Treasury Declsion T regarding special
rules for leass» under section 168(f)(8) of
the Internal Revenue Code of 1884. which
were publishad in the Federal Ragister for
October 33, 1961 (46 FR 351907). These regu-
tatione are incladed in Part 3¢, Temporary
Income Tax Regulations under the Econ-
omic Recovery Tax Act of 1961, and wil
remain in effect until superseded by later
Anal regulations with respect to section
168 concerning the acceleratet coat re-
covery aystem (ACRS). T

Eaplanation

Thess amendments provide a number
of clarifications with respect to Tressury
Decision 7191 which promuigated temporary
regulations under section 168(1)(8) of the
Internal Revenue Code of 1864 regarding
special rules for leases. One clarification
regards the disposition of & partnership
interest in a section 188(0)(8) lease. These
amendments also provide new rules re-
carding a lessec's dispogition of leased
oproperty (n bankruptcy or other similar
proceeding. Other rules clarify the appii-
cation of the installment ssle method with
respect to lesses under section 168({)(8).
Although the amendments regarding bank-
ruptcy and similar proceadings sre proe~
pective, taxpayers may elect to have them
apply to lessing transactions closed defore
Tune 1, 1988

Inapploability of Baecutive Order 18892

Thess regulations are not masjor lermis-
lative regulations for ourposas of Executive
Qrder 12201 becauss the economic effect of
these regulations flows principally from the
statutory provisions upon which these
regulationa are besed.

(Text takemn from T.D. TON]—Amend-
mesit of temporary regulations.
Swwmmary: This document contains tem-
porary regulations relating to the special
rules for leases concerning qualified mass
commuting vehicies under the Economic Re-
covery Tax Act of 1881. The regulations
provide guidancs to pereons executing lease
agresments concsrning qualified mase com-
muting vehicles under section 188(£)(8) of
the Intarnal Revenue Code of 1964. These
regulations also contaln a new reporting re-
quirement applicable to all leases qualityinr
under section 108(£)(8).

Date: The regulations apply with respect

Reg. § Sc.44F-1

—~

-



16,212 (Regs.)
to safe harbor lsases executed and certain
mass commuting vehicles placed in servi
after December 31, 1980. -

Pov Purther Informetion Contact: John A.
Tolleria of the Legislation and Regulations
Divigion, Office of Chief Counsel, Internal
Revenus Service, 1111 Constitution Ave.,
N.W., Washington, D.C. 2023¢ (202-568-3294).
Sugplementary Information:

. Beackground

This document contains amendments to
the Temporary Income Tax Regulations
under the Economie Recovery Tax Act of
1981 (3 CVR Part 5¢) promulgated bdy
Treasury Decision 7M1 regarding special
rules for leases under section 1€8(f)(8) of
the Internal Revenue Code of 1964, which
were published in the Feders! Register for
October 23, 1981 (46 FR 51907). This amend-
ment sxpands upon those temporary regula-
tions providing rules relating to certain
mass commuting vehicles treated as qus-
lified leased property and to a new Afling
requirement applicable to all safe harbdbor
leases. This amendment will remain In
effect until superseded by later final reguls-
tions with respect to s} 168 ning
the accelerated cost recovery system.

Bzplanation

This amendment clarifies the special
rules for leasss with respect to certain mass
commuting vehicles under section 168(0)(8)
(D) (iii). It establishes certain requiremaents
that must be met by the lessee (usually a
8tate or local! governmental unit which
operatss the local mass transit system) and
the leasor in order that the lessor may, for
Federal income tax purposes, lease mase
commuting vebicles, such as buses and
rapid rall cars, and take cost recovery
deductions with respect to them.

The lessor is allowed no investment tax
credit with respect to masse commuting
vehicies. There is no requirement that such
vehicles bDe lassed under section 168(£)(®)
within 3 monthg aftar beinx placed in serv-
ice. In general those portions of vehicles
whoee financing is allocable to grants from
Feoderal agencies such as the Urban Mass
Transportation Administration may not be
leased under gection 188(f)(8).

A notice of proposed rulemaking propos-
ing & definition of ‘‘qualified mass commut-
ing vehicles’’ uader section 103(b)(9) is pudb-~
lished in the Proposed Rules section of this
issue of the Federal Register

This amendmaent also containg & new re-

Reg. § Sc.44F-1 [ S

Adoption of emendmaents to the re

Accordingly, the following uupp.,'
regulations are adopted and amended:

Paragraph 1. Part §¢ s amended -
follows: k
PART bc—TEMPORARY INCOME 24y
REGULATIONS UNDER THE ECONONg
RECOVERY TAX ACT OF 1881
§80.44F-1 Laeases and qualified
expenses. )
05c.103-1 Lesses and capital axpeaq,

# 5¢.160-3 Leases and industrial dmh,
ment bonds.

9 3¢.185-3 Lesses and arbitrage.

[ * . L L L L L] L

0 80.168 () (8)-1 BSpecial rules for leagey

§50.168 () ()-8 Election to charactey.
se transaction as a section 168 (1) (8) leagy,

§5c.108 (NN(8)-3 Requirements for lessor,

$85c.168 () ()4 Minimum investment
of lessor.

08¢.168 () ()-8 Term of lease.
mlk.l. ) ()-8 Qualified leased prop.
y.

§8c.108 () (9)-7 Raeporting of incom,
and deductions; at risk rules.

§ 5¢.108 (N (8)-8 Loes of section 188 (n
(8) protection; recapture.

03c.168 (D ($)-0 Pass-through leases-
transfer of investment tax credit only.

93¢.188 () (8)-19 leases Detween re
lated parties. )

§8e.188 () (911 Consolidated returns.

Par. 3. New i Sc.4F-1, 5¢.103-1—3, and
Sc.188 (1) (8)-1 through 60.168(f) (8)-11 are
added. The new sections read as follows:

{Sec. 44F] A e.M4P-1 (T.D. T, Aled
10-, .) Leases and quniified rescarch eox.
penses.

For purposes of ssction F(D)(2)(A) (1),

is paid or incurred to snother person for
the right to use personal pro| in the
conduct of qualified research shall be made
without regard to the characterization of
the transaction as a leass under section
108(0)(8). See { Bc.208(1) (8)-1(D).

mnn. 168] §8e.188-1 (T.D. T, fled
10- .) Lesses and capital ex

penditares
For purposes of section 108(d)(6)(D) and
$1.108-10(b)(3)(iv) (D), the detarmination of
whether g 2 is leased and whether
roperty is of &
oct to a lease
gard to the characterisation of the trans-
action as a lease under section 188(1)(8).

oum. 1083 ¢0e.108-8 (T.D. T800, filed
12- ) Leases aad M develep:

of section 108(D) (D), the

.stitutes an industrial development bowd

shall be made without regard to the char-
acterization of the transaction as a leass
under section 163(N(8).

ouou. 1683 € 80.108-3 (T.D. 7800, filed
13- .} Lensss and arbitrage.

In the case of s sale and leaseback
under section 168(0

(8), wherd the lemnee’s rental payments are
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1.0
". of amendments te the reguletion,

. the following temporary
f,::. ‘u’r,o adopted and amended:

ook 1. Part §c ls amended o
'y

¢ $o—TEMPORARY INCOME Tax
#LTIONS UNDER THE ECONOMIG
128Y TAX ACT OF 1881

"“p.l Leases and qualified researe)

:;‘.llmudupmum.

1183 Leases and industrial develop.

wnds-
'JM Leases and arbditrage.

B . . L) (] L] L] [ ]

108 (D ()1 Special rules for leageq,

[ (D ()8 Election to charscter.
on a8 a section 108 (1) (8) leage,

L8 (N (8)-3 Requirements for lessor,

J8 (1) ()4 Minimum investment

o
0 (D (8)-8 Term of lease.
1M (D) (8).6 Qualified leased prop.

() ($)-7 Reporting of incom:
"l.dm; at rigsk rules. .
L8 (N (8)-8 Loss of section 168 (1)
dection; recapture.

L0 (D) (8)-0 Pass-through |
» of Investment tax credit oaly.

o683 (D) (8)-10 Leases Detweesn re.

prties.
Wl () (9111 Consolidated returng.

«.5 New §§ 5c.M4F-1, 5c.103-1—3, and
;0 (8)-1 through 60.168(f) (8)-11 are
| The new sections road as follows:

(s0s. 441 A Se.MF-1 (T.D. TM1, fled
¢) Leases u‘ qualifiod rescarch ex.

s
tparposss of ssction 4AF(D)(2) (A) (i1,
wrmination of whather any amount
4 or insurred to another parsoa for
@t to use personal pro in the
dof qualified resesarch shall be made
d regard to the characterization of
nnsaction as & leass under section
. Ses §8c.108(0) (8)-1()).

[(Sec. 108) @ Be.188-2 (T.D. TMHL, flled
1) Leases aand expenditures.
t purposes of eection 108(d)(€)(D) and
MM (v} (D), the detarmination of
w is and whether
tyisof a that is ordinarily sub-
18 lonsy “B4. made without re-
» the charectarisation of the trans-
'u & loags umder sestion 108(1)(8).
fSee. 108F " 0 8¢306:4" (T.D. 1800, fled
i) Lemsgs and Industrial develep-
u" -

'm’ot ndha 10800) (D), the

% an industrial development bewd
iw made withgut regard to the chas~
ution of the transaction as & lease
uction 10M(D(@®. -

ltee. 1087 ' § 501085 (T.D. 7800, fled °
) Leases and arbilrege.

he case of 8 sa}d and leasebach
\ton qualifying under sectiom 18MD
: payments

Interest paymen
to B0 s nots, the ardbitrage provisions
the rtion 108(c) and §§ 1.108-13, 1.108-14, and
2s shall apply to any obligations of
LIS ee (or party related to the lessee)
:'ooﬂ‘ to the section 188(1)(8) lease

8(0N @)-2 (T.D. T,

i
i
;

seution
)(8)-11 are met, then the s, ent

m‘uu‘ulu.huo.ud
characterised as the lessor shall be treated
'mmdmo . In such case,
the essor shall be deemed to have antered
mto the lense n the course cArTYiRg on
a trade or Dusiness and shall be allowed
wudeutmv system (ACRS)
deductions under section 168 and the In-
,‘.nthxm‘ltundcucuonlvuh
respect to the leased property.

o) lcm'::-for quelified resssrch cm-

3 purpeses of section #F(d)
(A1), the determinstion of whether
is paié or imcurred to n‘not.hor

tor the right to use personal prop-
conduwet of qualified ressarch

e without regard to the char-
of the transaction as a lease
165(£)(8). Thus If a lesses
considered the owner of the

3‘5
£

It
{

it
I
|
¢

1
i
i
3
g
;

i

) Other fugn ‘u.r:nra'l. dn an
agreabent mests the requiremen 200~
tom 108 (f) (8) and (§8c.108 (1) (8)-3
through 5c.168 (1) (8)-11, the following {act-
ors will oot be taken into account in de-

-
e

loase :
(1) Whaether the lessor or lessea must
taks the tax denafits into account in order
d

I, £,
eE HH
et
Hi
okt
ik |

~ (Regs.) 10,213
Hoet

rent and debt servios oitaet 1o Eaaiumie (3
of paragraph (e).

Al agreemant that meets the requirements
of section 188 () (§) and §15c.188 (1) (9)-2
through 8 5c.188 (I) (8)-11 may be treatsd
:y the parties u',n lease lo'ty Federal tax
W purposes only. Similarly, a sale

the lessce of the leased property ut:’.
lessor in & transaction where the property
is leased back under an agresment that
meets the requirements of sectica 188 (N
(8) may be treatad by the parties as & mle
for Federsl tax law purposes oaly. The

the owner of the property without
to section 168()(8), or, if any party with
an economic interest in the property (other
than the lessor or lesses or any subsequent
transferee of their Intarests) claims ACRS
deductions or any Iinvestment tax coedtt

with respect to the leased progrty. an
election under section 108(f)(8) with respect
wneh&np‘nylbdlbomduoftho

date of the execution of the lease sgree-
ment.

{

(¢) Eazamples. The application of esc-
tion 168 () (8) and §§8c.188 (D (5)-3
through 5¢.168 (1) (8)-11 may be illustrated
by the following examples: °

lnnlrb (1). X Corp. wishes o

a §1 million plece of equi w is

‘‘qualified leased as defined in

section 168 (f) (8) (D). The mnpmcnt
and £ within

ng
tion 168 (1) (8) (B) (1) and § 8¢.108 (
and wishes to be the owner of the property

ymhuu the equipment from the manu-
acturer for §1 million, paying $300.000 In
cash and borrowing §8500,000 from & bdank
(payable over 9 years and requiring nine
equal annual yments of principal and

equipment to X under an agresment pro-
viding for nine annual rental payments
of $168,000, and the partiss slect in acoord.
anos with the provisions of § 8c.188 (f)
(g’)-i“t)o have the provisions of mt‘o.l
( apply. The timing and amoun

the mwm ta to be made

ments that (the ‘“‘lessor’’) will be re-
quired to make to the bank under its pur-
chase money note. Under thees circum-
stances, Y is trested as the owmer and
leasor of the for Federal tax law
m: it therefore is entitled to the in-
v tax credit and the ACRS deduc-
tions with respect to the s
basis in the property is §& on. must
rmtmmtnlmcqndwmbon-
u uddnotm!g“ontaopw-
chase money nots. ¢ AggTegAls Day-
ments required to de made by X under the
leass are treated as rent in soccordance
with §6c.108 () (8)-7 and are deductible
as such. '
Reg. § 5¢.168(f) (8)-1(e)




10,214 (Regs.) € 35
Baswmple (8). The facts are the sam
s in example (1) except that X purchases
the equipment for §1 milllon and wishes to
m:?c ownership of the prop::z for Fed-
oral tax law purposes to Y or & sale
and leaseback arrangement. Acoordingly,
X esslls the property to Y for $200.000 in
cash (which represents the agreed upon
compensation for the tax benefits to be en-
joyodelz Y aa lessor) plus a 9-year, $800,000
note ling for nine £168,000 annual pay-
ments of principsl and interest. Y then
leases the property back to X under an
agreement providing for nine annual rentsl
payments of $168,000. The es elect in
accordance with the provi of §85c.108
() (8)-2 to have the provisions of section
168 (f) (8) apply. The timing and amount
of the rental pasyments required to be made
by X (as the lesses-user) under the lease
will be exactly equal to the timing and
amount of the principal and interest pay-
ments that Y will be required to make to
X under Y's purchase money note, 80 that
the only cash transferred between X and
Y is the $200,000 down payment. Y's obli-
gation to make debdbt service payments on
the note is contingent on X's obligation to
make rental payments under the leage.
Under these circumstances, Y is treated as
the owner and lessor of the property for
Federal tax law purposes: it therefore is
entitled to the investment tax credit and
ACRS deductions with respect to the prop-
erty. Y's basis in the property is §1 mil.
lon. Y must report the rent as income and
will be entitled to deduct the interest on
the &\:nhut money note. No gain or loss
will recognized by X on the sale of the
since the sale price equals X's
in the property. X must report as in-
come the id by Y on the nota
and will be entitled to a deduction for the
rental payments it makes under the lease
in aocordance with § 60.168 (1) (8)-7.
Bzemple (3). Assume that in doth ex-
amples (1) and (3) X has an option to
rurchuo the equipment at the end of the
term for $1.00. The fact that the
mAy (or must) be bought or sold
at the end of the lease term at & fixed or
determinable price that is more or less than
its fair market value is not taken into ac-
count in determining the status of the
W&u as leases under eection 168
( .

[Ses. 108] §8c.188
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eral tax law and elect to have the pr.
visions of section 188(£)(8) apply to thy
transaction. The agreement must also tam,
the party who will be treated as the lesagy
and the party who will be treated as th,
leases. )

(3) Imformation returs comcerning (i,
election. (1) Except as provided in suy
division (i1), for -each lease agreement,
lessor and lesoee must jointly Sle Fory
0793, Bafe Harbor Lease Information R,
turn, concerning their election under se.
tion 168(f)(8). The information return mug
be signed by both the lessor and the
and filed not later than the 30th day afte
the agroement is exocuted with the Com.
missioner of Ianternal Revenue, 1111 Con.
stitution Avenue, N.W,, Washington, D.¢
20234 (Attn: Form 6793). Uniesa the faflupy
to Aile timely is shown to de due to reason.
able cause, the failure to file the inform,.
tion return timely shall void the sectioy
168(£)(8) election as of the date of the
execution of the lease agreement. The tn.
formation return shall include the following
itama: .

(A) The name, address, and taxpaye
identifying number of the lessor and th,
lesses (and the common parent company
if a consolidated return is filed):

(B) The scrvice center with which the
income tax returns of the lesoor and lessee
are filed;

(C) A description of each property with
respect to which the election is made;

(D) The date on which the lessee place
the property In service  (detéermined o
defined in § 5¢.168(2) (8)-8(D)(2)(1)), the dats
on which the lease begins, and the term of
the lease;

(E) The recovery property class of the
leased property under gection 168(¢)(3) (for
example. § years) and the ADR midpoint
life the leased property;

(7 The terma of the payments betwes
the parties to the lease transaction;

(G) Whether the ACRS deductions and
the investment tax crodit are allowabls to
the same taxpayer;.

(H) The aggregate amount paid to out.
side parties to arrange or carry out the
transaction, such as, for example, legal and
investment banking fees;

_(I) For the lessor only: the unadjusted
basis of the property as defined in sectioa
108(4)(1) ;

() For the lessor only: if the lessor ia
& partnership or a grantor trust, the name
address. taxpayer identifying number
of the partners or the beneficiaries, and te §
Tetarn. of each partner or benedciary s {

urn o or L
filed; and :
. (K) Such other information as may be
required by the return or its instructioms
The aggregats amount
parties which is deseri in
(H) oesd not be :
reasonable to estimats that either the lessor
or the lessee will lease ’m' unde
section 108(£)(8) for the calendar yew
which has an aggregate adjusted basis to
such-person of more than §1,000,000. If
sither the lessor or the lassee reasonably

Se531TIYE ui““ﬁ\“\“‘ 3
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wo

e
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expects to lease with an
basis of more §1.000,000, then
parties must disclose their transaction

(1) In the cass of an agreament «&»
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‘,mhvudobetuuntho
oot of section 168(N(8) :ﬂ”’ to
Mu. The agreement must also
party who will be treated as the
.'4"*' party who will be treated

el

’(;:' Information return comcerning
(Hhon. (1) Except as provided in
Aston (11), for -each lease agreement,
1 and lessee must jointly fle Fory,
4 3afe Harbor Lease Information Re,
- concerning their election under
3 168(D(8). The Information return mug
s ed by both the lessor and the
‘ﬂ‘od ot later than the 30th day

ment is executed with the Comy,
"wncr of Internal Revenue. 1111 "
gtiop Avenue, N.W,, Waahington, D.¢,

FPF

T

(Attn: Form 6793). Unless the failupg

M timely is shown to be due to .
4 cause. the failure to file the informg.
.nturn timely shall void the section
@(8) elaction as of the date of the
qution of the lease agreement. The fin.
ostion veturn shall include the following

o’

) The name, address. and taxpayes
,dﬂ(“"‘ n:::bc of the lc-otr and the
an common parent com
%ionsolidated return ia Aled): Y
$ The service center with which the
,:;‘uxum-otthe lessor and lesseg

.
) A description of each property wi
¢ to which the olccuonpu made; th

p) The date on which the lesses placey

(n service (determined o4
o3 in § 50.168(0) (8)-6(D)(2) (1)), the date
nich the lsnse begins, and the term of
nse;

§) The recovery property class of the

é mrny under section 188(c)(2) (foe
io, § Years) the ADR midpoint

7&. fsased rty:

n. The tarms of the payments between

prties to the lease tion ;

@} Whether the ACRS deductions and
gvestment tax credit are allowable to

see Gaxpayerv
# The aggregate amount paid to out.
parties to carry out the
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information re-
January 31, 1982, the
file the Informatioh re-
a disqualifying event
which shall cause
to be treated as a
on 168()(8). Wor the Fed-
oconsequences of a dis-
ovent, see § 5c.168(1)(8)-8.

A ocopy of the information return
in subdivisions (1) and (ii) shall
by each party with its timely fled
income tax return for s taxable
which the lease term bdegins.
., taxable years ending in 1981
to lease agreements executed
calendar year 1981, such statement
filed by the later of (A) the due
(taking extensions Into account) of
y's 1981 Federal income tax return,
e (B) where the fling of an amended
retorn 18 realund. with the amended re-
in § months following the execu-
tion of the lease agreement. For the re-
uirement to file an amended return within
moaths and the oosequences of the
tatiure to so file, see §5c.188(f)(8)-8(b) (2) (if).
A taxpayer that is required to file the
jaformstion return with Its Federal In-
tax rveturn before an information
form is available shall file, in leu
of the uired information return, a state-
ment which contains the information set
in subdivisions (A) through . (J) of
ph (B)(3)(1). The failure by the
to file the information return (or. If
applicable, the statement referred Lo in the
sentence) with its timely flled
eral Income tax return shall be a dis-
qualitying evemt which shall cause an
agresment to ceass to be treated as a
ease undsr secticn 188(f)(8). For the Fed-
incoms tax consequences of a dis-

qualifylng event, see § 3c.168(£)(8)-8.
(4) Blection s érrevecedls. An agree-
meat made pursuast to paragraph (a)(2) of
this section shall be irrevocabls as of the
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cuted on November 13, 1981
(8) Disposition by lessss, EKxcapt in the
case doperned in subdbpara-
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the fothowimp indesmation.
) name, address, and taxpayer
identitying number of the lessor and the

ores;

{1) The district director's office with
which the income tax returns of the lessor
and trasaferes are filed:

(14) A description of the property; and

(iv) Comfirmation of the transferee’'s

A
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8ee 1 3c.108()(8)-8 for the Federal income
tax oonsequences where an agreement
ceases to be characterized as a lease under
section 108(1)(8).

(8) Disposition of lsssce’s mtovest
dankruptcy, eto., or similar proceeding. In
the case of an agreement executed after
May 31, 1983, where the lessoe’'s Interost
in the lease or in the pro is sold or

.assigned in a bankruptcy, liquidation, re-

celvership, a court-supervised foreclosure,
or In any similar proceeding for the reliet
or %r&tocum of Insolvent debtors in Federal
or te court, the sgreement will continue
to be characterised as a lease under section
168(£)(8) and the purchaser or aasignee
:thsll take the property subject to the lease

(1) Prior to the consummation of the
sale or assignment, the lessor gives written
notice of its Federal Income tax ownership
to the judicial or administrative body hav-
ing jurisdiction over the proceeding and to
the debtor in on of the interest or.
if at any such titne a trustee, receiver or
similar person has been appointed by the
court, to the person appointed. The notice
must contain a request that the court and
the dedbtor or the person appointed provide
a copy of the notice to the purchaser or
assignee prior to the consummation of the
sale or assignment. Within 60 days follow-
ing the sale or assignment, the lessor must
provide notice of its Fedoral income tax
ownership and copies of the lease agree-
ment, and, in the case of & sale and lease-
back transaction, the, lessor’'s purchase
money obHgation, to the purchaser or
assignee;

(11) The lessor files a statement with
ita Umely fled Federal income tax return
for the taxable year in which the sale or
assignment occurs containing the following
information:

(A) Tho name, address, and yeor
identifying number of the lessor and the
purchaser or assignee; :

(B) The district director's office with
which the Federal income tax returns ef
g:d lessor and purchaser of assignee are

(C) A description of the property. and

(111) Prior to the consummation of the
sale or assignment, all secured lenders of
the lessee with interests in the property.
which intsrests arose not later than the
time the lesses first usod the property
under the lease (and which were perfected
in accordance with applicable local law),
specifically either exclude or releass In
writing the Federal income tax ownaership
of the property from their intarests.

The purchaser or assignes of the interest
with r t to which this paragraph ap-
plies shall file & statement with ita timely
filed Federal income tax return for the
taxable year in which the sale or uolgn-
ment occurs containing the information
descrided in subdivision (11). It the intarest

" is subsequently transferred (other than in

& Dbankruptey, liquidation, receivership.
court-su| * foreciosure, or similar
procesding) during the term of the lease.
the sgreement I ocontinue to be char-

as a lease under gection 188(£)(8)
and the trunsferes will take the property
subject to the lease if either (A) the lessor

Reg. §5¢.168(f) (8)-2(a) (8)
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gives the transferee, prior to the transfer,
& oopy of the lesse, written notice of its
Pedaral income tax ownership, and, ia the
case of a sale and leasedback transaction,
a mot the lessor's purchase money ob-
lgw and the lessor files & statement
with its timely filed Federa) income tax re-
turn as described in subdivision (i), or
(B) within 60 days following the transfer,
the transferee agrees in writing to take
the property aubject to the laase and the
lessor and tranaferee flls a statement with
their timely flled Foderal income tax returns
within the time and in the manner de-
scrided in ph (a)(3). However. an
agreement will not continue to be char-
acterized as a lease under this subpara-
graph if, under another applicadble pro-
vision, it would ceass to be characterized
a8 & lease. See §8¢.168(1)(8)-8 for the Fed-
eral income tax consequences where an
agreament ceases to be characterized as a
lease under gection 168(£)(8).
(T Comsegquences of takimg the prop-
erty subject to the lsase agreement. For
of §5¢.168(£)(8)-1 through § 5¢.168
(£)(8)-11, in a situation wheare a transfsree
of a lessee’s Interest acquires the property
subject to the lease, the transferee shall
be deemed to have acquired a leasehold
interest in the property equal to the re-
maining leass term, any unpaid obligation
of the lessor arising in connection with the
sale of the property by the original lessee
in a sale and leaseback transaction. and
any option of the lessee to purchase the
property. Any consideration pald by the
transferee for the property shall be allo-
cated to the lessor's obligation to the ex-
tent of the unpaid balancs of the obliga-
tion. Any excess over the unpaid balance
shall be allocated between the leasshold
{nterest and the purchase option in pro-
portion to their relative fair market values.
As the new lessee, the transferce shall not
be entitled to claim any ACRS deductions
with respect to the property while the
lease remains in effect and shall not be
entitled to any investment tax credit with
respect to the property. The transferse
shall report interest lncome on the lessor's
obligation. and shall be entitled to deduct
the rent psid under the lease. in accordance
with § 5¢.168(1)(8)-7. In addition, the trans-
feree shall be entitled to amortise the
rtion of its cost allocable to the lease-
Id Interest. Conversely, as long as the
lease remains in effect, the lessor will con-
tinue to be recognised as the owner of the

m‘ny for Federal income tax purposes. .
)]

be required to report rents due under
the lease, and shall de entitled to deduct
interest on its obligation.
(8) Blection to trect certoin leases un-
ph (6) ruiles. The leasor
under a section 168(1)(8) lease executed on
or before May :1‘. 1963, m;yh .(‘.s:g;" u:-
the provisions AgTE e apply
in the cass of & or assignment of the
lesnes's interest in tha lease or in the
pmny in & benkruptcy, r:uiunalp. -
tion, court. oreclosurs, or
s peommmaing? - The. siccion o the
legsor with to any leased property
mAyY be made st any time prior to the
:m of :y sale or ‘:;dnn-:'
such property & baakru ., ete.,
stmilar procesding..by enual{tw with the
P eanpir g Lpplcaton ot he
. on ©
r&m of saction may be illustrated
e following exampies: _

Reg. § 5c.168(f) (8)-2(a)(6)
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Haample (1). X maintaing |,

books and records for ¥

daty
-of §58¢.163(1) (8)-8(b)(3)
(1). Oa November 1, 1981, X sells the equip.
ment to Y and leases it back under s leasy
in which the parties elect to have the pro.
visions of section 168(f)(83) apply. The alec.
tion is considered timely for purposes of
making Y the owner of the property unde
section 168(£)(8) since the lease agreemant
was executed before November 14, 1981,
Ezampie 8. The facts are the samae o
in axample (1) excapt that X Corp.'s taxably
year s on February 28, 1981. X claimeg
the investment tax credit and depreciation
deductions with res to the property in
its return filed April 1, 1981, The lease wil}
qualify for safe harbor treatment under
section 168(£)(8) provided X, within 3
months after the lease eement wag
executed. files an amended return pursuant
to §5c.168(1) (8)-8(D)(2)(H1) for its taxable
year ending February 28, 1941, in which X
foregoes ita right to claim any investment
tax credit or ACRS deductions with respect
to the proparty subject to the lease.

Bzampls (8). X Corp. (as lesses) vells
certain new equipment to Y Corp. (ag
lessor) and leases it back under a section
183(£)(8) leasa. During the term of the
lease X sells its interest in the property to
T Corp. (other than in a ban tey or
similar proceeding), and T does not give Y
a written consent to take the property subd-
ject to the lease. The agresment ceases to
be treated as s leass under section 168
(0)(8) as of the date of the sale.

Bzample ()). The facts are the same
as in example (3) axcept that the salo of
the property takes placs while X is under
the jurisdiction of & court in a bankruptcy
proceeding. All lenders of X having per.
fected interesta in the property that arose
by the time the property was first used
under the lease have specifically aither ox-.
cluded or reieased the ownership of the
property for Federsl income tax purposes
from their intsrests. Within the required
time periods. Y givas appropriats notifica-
tion to the court, the bankruptcy trustee.
and T that the property is subject to the
lesse and files the required statement with
its Federal income tax return for the tax-
able year in which the sale occurs. The
agresment contitues to be treatad as a
lease under section 1€8(f)(8). T will take
the property subject 1o the leass. T must
allocate the purchase price among the las-
sor's note, the leasshold interest, and the
option (it any) to purchase the property.

Exeample (§).

mmurm‘l’dmmm
notices required subdivision (1) of para-
greph (8)(6) or failed to fls
as ol

s
batwiston (Y paragraph
(a)(®). ) ot

Neample /6). The facts are the same
as In example (4). In addition, during the
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Bzomple (1). X maintaing
and recordsn for Federal tax law

joaes on & calendar ysar basis. On p,
gy 1 1981, X acquires cartaln oqmpm‘
{of use in Its Duainess, and the oq ent
“.m-dmbophcadm-wau“mh":
¢ithin the meaning of lac.lﬂ(l)(a)-“b)(a
() On November 1, 1981, X sells the eq
gent to Y and lsases it back under a l&
s which the parties elect to have the pro.
dsions of section 188(f)(8) apply. The slag,
yon 8 considered timely for purposas
gaking Y the owner of the property m“
Zction 168(£)(8) aince the lease agreame
7ss executed before November 14, 1981, ™%

Bzample 8. The facts are the samg
" mns.u (l)pu:ept m;x Corp.'s tu.;'.:
ur e on February 1981 X clalmeg
?_u. {ovestment tax credit and d oy
W rarn, Bred Apel s 1081 Wt
ure P 1981. The lease
gslify for safe harbor trestment m‘ﬂ
pction  168(£)(8) provided X, within
sonths after the lease eement wa,
gcuted. files an amended return pursnang
o 18¢.168(£) (8)-6(b)(2) (1) for. it taxabiy
mr ending February 28, 1981, in which x
aegoes 1ts right to claim any Investmeng
i credit or ACRS deductions with respect
¢ the property subject to the leass.

Bzample (3). X Corp. (as lesses) sells
nain new equipment to Y Corp. (an
ssor) and leases It back under a section
8(0(8) lease. Puring the term of the
¢ X sclls its interest in the roperty to
+Corp. (other tham in s ban ptey or
gilal proceeding), and T does not give Y
written consent to take the property subd-
«t to the lease. 'll'no agreement ceases tp
f a8 a leass under section

A the date of the sale 1.

!sﬂﬂph 7§). The facts are the same
yin example (3) axcept that the sale of
» property takes place while X is under
1 jurisdiction of a court in a bankrup
wxeeding. All lenders of X having .
ded interests in the property that arces
1ibe time the property was frst used
der the leass have specifically esither ex.
¥ or released the ownership of the
perty for Federal income tax purposes
o their Interests. Within the required
u periods. Y gives sppropriate notifica-
s to the court, the bankruptey trustes,
{T that the property is subject to the
« and files the roquired statsment with
Federal income tax return for the taz-
vyear in which the sale occurs. The
mmdt"eonunuu to be trea

» un section 188(1)(8). T w

l pat ill take
ate ‘t..ho
‘s 20! leaggiiold interast. and the
n (i any) togurchase the property.

§(8)-2(a)(6) 6-1.gy
ity
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the lease T transfers the property (d) BSxzamplss. The spplication of pers-
ﬁ ‘g‘:&’:d 4 lgl: to nmh: !.J“v’i.t; tf:p:x (e) z:y be |lustrated by the (ollow-
that property amples:
ettt se prior to the sale and U refuses zamp csa
to 189 ! to e%mnt to the lease agreement. cert.un n‘:w“:.qul’:mca:?' uiutl c ; ‘.(]ll:
to 88790 20 Cat will ceass to be treated as orp.
¢ agTes lessar) and leases it back under a section
I‘_.. n::l:f mu‘oe: 1‘?(&)’(3)& 0:‘::; 168(£)(8) lemse. Within 3 months after the
da$s °F, ‘e same It Y furdished U with fuiq ihcoreat. in’ the lease to B Upon ihe
-oﬂ.’ written notice of its tax ownership pansfer to 2. the lease will no’ol er
ume fatled to file the required statement ualify for u"‘un.n‘ d . b
put me tax return for its taxable 1 M under section 168(0)
with it inco \Be sale occu (8). The property may not thereafter de
tn which rred. the subject of a section 188(f)(8) lease.

(Sec. 168] §8c.188(1)(HH-3 (T.D. TTHY,
10-20-81: amended by T.D. TT8, fled
10-81.) Requirements for lesser.
(a) Quelifed lessor. In order for an
sgreement to be treated as & lease under
aection 168(£)(8), the rﬁy characterized In
ent as the lessor must be a qualil-
e Mfassor. The term “‘qualified lessor”

q i

(10 A eoll-ronuon which is neither an
olecting sma business corporation under
section 137T1(b) nor & °&et'umu holding com-

y under section (a), or

(3) A partoership, all of whose partners
ore corporations descrided in subparagraph
1), or

(3) A grantor trust whose grantor and
peneficiaries mh u(lneorponuou dhelocﬂt:d

u ap! or ershipa de-
:,‘MBmph ¥ e
(d) Hfect of disquolification of lessor.
1t at sny. time during the term of the
ent the lessor ceases to be a quali-
fled lessor, the agreement will lose its
characterization as a lease under section
108¢£)(8) a8 of the date of the event causing
disqualification. If any partner of &
partnership descrided in agraph (a)(D)
esnste to be a corporation described in
paragraph (8)W2), the partnership entity
shall cease to be a qualified lessor. Simi-
iariy, if sny beneficiary of a trust described
in psragraph (a)(8) ceases to be a corpora-
tion deseri in pb (a)(1), the trust
aball cease to be & qualified lessor. See
1 5c.108(2)(8)-8 for the Feders] income tax
consequences of such a disqualification.

(c) One taz owmer per property. Only
one parson may be & qualified lessor under
T Thuc. propérty that s eubject to

y. us, pro y oyl 0
a lease under section 168(f)(8) may not be
subleased under a lease for which a section
168(2)(8) election is made. In addition, if
s leasor salls or ass in a taxable trans-
action its {(ntarest in a section 168(N)(8)
lease or in the underlying y. the
Jaase shall ceass to quality under section
1WB(1(8) and no other lesse may be ex-
oeum under locuo:‘ 108(0)(8) ;m: respect
to roparty.” e preceding sentencs
applies to o sale or na‘:nmcnt of ita in-
el Pt g

s

of this section or by & beneficiary of &
lessor that is a trust descrided in para-

(a)(D) of this section. See § 85c.108(1)
8)8 for the Federal income tax conse-
quences where & lease ceases to qualify
ubder section 108(1)(8). However, lesse
brokers, agents, etc. may, for example.
prepare executary contracts with the lessse
whereby the droker’s assignes may executs
& leass as lessor., and, if the requirements

of sectiom 108(£)(8) and 1§ 8a.168(N)(8)-1
through 58c.148(1)(8)-11 are met, the lesse
will qualify under esction 108(0)(8). -

Bzample (8). X Corp., which wishes to
scquire certain equipment for use in its
busineas and to transfer owmnership of the
property for Federal income tax law .
poses, purchases the equipment and esnters
into an executory contract with LB, a
lease broker.« under which X agrees to
execute a section 168(1)(8) lease as lesser
with a third party lessor. At a later date
(but within the prescribded 3-moath period),
LB arranges for X and T Corp. (which
wishes to secure Federal income tax law
ownership) to execute a lease agreement
in accordance with §5¢.168(£)(8)-2. The
lease will qualify for treatment under
section 163(£)(®).

{Sec. 1083 8 8c.168 (D) (B4 (T.D. THL,
al 10-20-81.) Minimam investment eof
ssor.

(a) Minimum investmeont. Under sec-
tion 168 (f) (8) (B) (1i), an agreement will
not be characterized as a lease for purposes
of section 168 (f) (8) uniess the qualified
lessor has & minimum at riak investment
which, at the time the property is placed in
service under the leasec and at all times
during the term of tho lesse, ia not less
than 10 percent of the adjusted basis of the
loased property. As tha adjusted basis of
the leasod pro:orty is reduced by capital
cost recovery deductions, the minimum in-
vestment required will also de reduced to
10 ent of the reviced adjusted bdasis,
unljl the adjusted basis has deen com-
pletely recovered, st which time no mini-
mum iavestment will be required. M-
nancing provided dy the lesaes or a party
related to the lesses, such as a recourse
note given by the lessor to the lessee. will
not be taken into account in detarmining
the lessor's minimum iavestment.

(b) 4t risk amoust. The minimum tn-
vestment wt:leh the lessor has 'nt risk with
respect to the leased property for pu L]
of paragraph (a) of this section luciud.
only consideration paid and recourse in-
debtedness {ncurred by the lessor to pur-
chase the property. Tho lessor must have
suficient net worth (without regard to the
value of any leases which qualify under
section 148 (f) (8)) to satisty any personal
lability incurred. Any tax densfits which
the lessor derives from the leased praperty
shall not be takea into account to reduce
the amount the lessor has at risk. An
agreement between the lessor and the
leasee requiring either or both parties to
purchase or sell the qualified lessed prop-
erty at some price (whether or not fixed
in the agreemaent) st the end of the lease
term shall not affect the amount the lessor
has at risk with t to the property.
However, an option held by the leseor to
sell the property that is sxercisable defore

Reg. § 5c.168(f) (8)-4(b)
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the end of the prescribed under sec-
tion 168(c) () for the recovery property
class of the leased property ( into
aoccount any election by the lessor or
letnee under section 168 (d) (3)) sdall re-
ducs the amount the lessor is considered
o have at risk by the amount of the
eption price at the time the option becomes
axercisable.

[8ec. 18] § Sc.168(1) (8)-8 (T.D. TN,
10-20-81.) Term eof lease.

(a) Term of lease—(1) Basic rulss. To
qualify as a lease under section 168 (f) (8)
and §6c.168(f)(8)-1(a), the lease agree-
ment must provide for a term that does not
exceed the maximum term described in
paragraph (b) of this section: such term
must also at least equal the minimum term
descrided in paragraph (e).

(d) Mazximum term. Por purposes of
section 168 (f) (8) (B) (iil) and tiria section.
ths tarm of the leass may not exceed the
greatsr of—

(1) 90 percent of the useful life of the
property under section 167, or

(11) 150 percent of the asset deprecia-
tion range (ADR) present class life (‘'‘mid-

int’’) of such property., applicable as of
anuary 1, 1981 (without regard to section
167 (m) (4)), published in Rev. Proc. T7-10.
1977-1 C.B. , and revisions thereto.
Solely for purposes of this paragraph (b),
‘‘useful life’’ means the period when the
leased asset can reasonably be expected to
be economically useful in anyone’'s trade
or business; such term does not mean the
md during which the lessor expects to
the property. Any option to extend
the term of the lease, whether or not at
fatr market value rent. must be included
in the term of the lesse for purposes of
this ph. If several different pieces
of property are the subdject of a single lease,
the maximum allowable term for such leass
will be measured with respect to the prop-
erty with the shortest life. In no case,
however, will the lesase term qualify under
this section if such term with respect to
any piece of property is lesa than the
minimum term descrided in paragraph (c).

(¢c) Minimum term. For purposes of
this section, the term of the lease must
at least equal the period prescribed under
section 168 (¢) (2) for the recovery property
class of the leased property. For example,
if & plece of leased equipment is in the 5-

S years. In geners), the determination of
'av 8= “'-mctry ote. I:t.ho
. S-year recovery p s N
bands of the lessor will be based on the
charactarigsation of the property in the
of the owner as dstermined without
to the section 168 (f) (8) lease. Thus,
exampls, which is pubdlic util-

replacement pn‘lcrty
Mmmw(’)m lease will bde
charactarized as such in the hands of the
of section 168 (f) (8).
RRB
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do-notucodmumuqmmwcum,
the minimum lease term of this W
will be deemed to comply with the may,
mum lease term bed In paragrap,
(b) i such minimum lease term exteed,
such maximum lease term.

(d) Fzamples. The application of thy,
section may be illustrated by the tollovu..
examples: .

Example (1). X Corp. (as leasee) ang
Y Corp. (as lessor) enter into a lease w
they elect to be treated under section ig
(f) (8) with respect to a chemical many,
facturing facility that will also generay;
steam for use in the production of aleg.
tricity. The assets comprising the chemiey,
plant are descrided in ADR guideline clay,
28.0 (midpoint life of 9.5 years), and the
aasets comprising the steam plant gy,
described in ADR class 00.4 (midpoint Uty
of 23 years). To satisty tho maximum lsagg
term requirement of section 168 (f) (8) (W)
(411) (I1) and §5c.108 (f) (8)-8 (1), the leag
term may not exceed 14.25 years (100 per.
cent of the 9.5 yesr midpeint life of the
chemical plant).

Example (8). The facts are the same oy
in example (1) except that the chemicy)
plant and the steam plant are the subjeet
of separate leases. For purposes of secti
188 () (8) (B) (il1) (II) and § 5168 (1) (B)g
(b),” the maximum term of the lease with
rm«t to the chemical plant ie 14.25 yeary
( percent of 9.5 years) and the maximum
term of the iease with respect to the steam
plant is 33 years (150 percent of 23 years),

O=eop [Sec. 18] 05c.108 () (8)-8 (T.D.
T91, dled 10-26-81; amended by T.D. ﬂa
filed 11-10-81 and T.D. Ta00, filed 12-28-81.)
Qualified leased property.

(a) Basic rules—(1) In gemeral An
agreement shall be treated as a section 1@
(£)(8) lease only if the property which iy
:l':d..ld“. qualified leased . Qual.

eased property. is recovery n:rﬁy
as defined in section 168(¢c) and upd [

(1) Excspt as vided in subd
(3). new section property of mr‘m»
which is leased no later than 3 monthe
after the date the property was placed ta
service (or prior to November 1¢, 1981 if
the property wis placed In servics after
Decamber 31, 1080. and before August 14,
:’?;Luh: which, if acquired by tire leases,

ve been new section 38 roperty
of the lesses, or ?

(1) Property which is & qualified mase
commuting vehicis (as defined in section
103(b)(9)) and which is Gnanced in whole
or in J‘" by proceeds  Lost
obligations the interest on which is exclud-

(3) Salse end lsasedach arvem

(1) Where the leased pur
chased, directly or indirectly, b eagor
trom the lesses (or a p‘ﬂynly‘&.tlom

leases), the pro will not be quallfed
'W esn the plop% was
(or Ve been) new section 3 prop-

m:—wm.
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tarm required to
": term of this
comply with the maxyy,
'ducrlbd in paragrapy
:,um lease term eXteeqy
term.
The application of

justrated by the Iollovtthn‘:

K Corp. (as lessee)

, enter into a lease why
‘seated under section 13
gt to a chemical many.
,that will also genorat,
, the production of eleg.
j comprising the chemicy)
in ADR guideline clagg
y of 9.5 years), and thy
| the steam plant apy
jclass 00.4 (midpoint life
otisty the maximum lease
of section 168 (f) (8) (B)
18 (1) (8)-8 (D), the leagy
sed 14.25 years (190 per.
»r midpeint life of the

e facts are the same gy
scept that the chemiea)
un plant are the subject
. For purpoass of section
1) and § 5c.168 (1) ()-8
y term of the lease with
olcal plant te 14.28 yoary
ears) and the maximwm

7ith respect Lo the stoam
10 percant of 23 years).

so.108 (D (-8 (T D.
! inented by T TG

tD. &R, filed »-®-8.)

1 the property ts
m.l.d propsrty. .
g. reoOvery .
. ““l ,l?h""
0 later”
.M’ laced:
2 November u? 1941, j¢
paced in servies after
) 'snd befors August W
‘scquired Dy the lesnsa,
M I: a qualified mase

£

s.é

o PEd ]
§c
%gt 5 .-a:{‘
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of the leass. If the lessor's adjusted
“in the property exceeds the seller's
basis with respect to the property
beginning of the lease, the property
e S paragragn
g phs (D)(3) (i) of this sec-
u‘m::ll costs with respect to a
easeback ement that are

tly deductible shall be allocated
agreement (and not included
¢s adjusted basis with respect
) and amortised over the
eass. These costs include legal
t banking fees and printing

REsIsILgs 4
g

(Bsemples.] The application of

graph (3) may be lHustrated
mm examples :

geeomple (1). X. an airline, contracts
pave an airplane constructed for & fixed

of §10 milllen. Prior to completion
construction of the airplane. the value of
rplane increases to $il milllon. X
the airplane at the contract price of
million and, before it is placed in serv-
sells the airplane at its falr market
ue of §11 million to Y and then leases
It beck. The lease will not qualify for safe
parbor protection under section 168(f)(8)

use the lessor's adjusted basis In the
sirplane  exceeds the lessec’s adjusted
basis.

s I
RaE

l&}

s5ege

i

This ru'ult‘ obtains :::& tho;‘h the
airplane _qualifies as new on prop-
ety of xq airiine.

Fusmpls (8). Assume the same facts
(1) except that, prior to com-
otion of the construction of the airplane,
: its comtract to Y for §1 million,
and Y thereafter buys the airplane at the

(©(1)). Qualified leased property must be
pew section 38 y.tthobo{i‘nnu‘
of the lease must continue to sec-
tion 38 property ia the hands of the lessor

legses throughout the lease term.
that
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the nwner of the property for Federsl tax
law purposes will be determined without
reg(l'.l)'d to the provisions of section 168
(£)(8).

Baample (8). P Corp. s constructing
progress expenditure g rty as defined in
section 48(d)(D) for % Progreas ex-
penditure prvg:rty 1s 'rmpcfty which {t is
ressonable to believe will be section 38 ’"’7.'
erty in the hands of the taxpayer whaen it
placed in service. Before tho date that the

roperty is placed in service (as defined in

uxﬂg(a)-gm). t.h: is not
new on Y. . PrO=-
gress expenditure property cannot be quali-
fled leased property.:

Bzample (3). R Corp., & lomn radl-
road, acquires new rolling stock enters
into a sale and leassback transaction with
B Corp., & domestic corporation. R uses the
rolling stock within without the United
States, but predominantly outside the
United States within the m of section
48(8)(3)(A). Bection ¢8(a)(3)(B)(l1) s In-
applicable to R becauss R is neither a
domestic railroad ration nor a United
States person; therefore, the rotit stock
cannot be section 38 property to The
property is not qualified leased property.

(3) Placod in service. (1) Property
shall be considered as placed in service at
the time the pmp::z placed in a ocom-
dition or tt:to ?; iness
for a specifically assigned
entire facility is leased under one leass,
property which is part of the facility will
not be considered placed in service under
this rule until the entire facility is placed
in service. If the lessee claims any in-
vclutlmcat tax credit or ACRS ddum
with respect to any componemt whi
part of an entire Iacility that is subee-
quently lsased, the lessss must file aa
amended return within the time preseribed
in paragraph (b)(3)(i1) of this sectiom i
whieh it its

in service at the time the individ
ponent is placed in & condition or state of
resdiness and avallabdility for a s cally
assigned function and not when the entire
facility is placed In service.

(1) Foe purposss other tham detsrmin-
ing whether is qualified

leased
P . property su to a leass under
mlﬂtn(l) will be desmed to ha

within 3 months ¢ the execution
of the leass a t ia which the lesees
::;r-m m to the investmeat tax

t and ACRS deductions with respect
to the leased property or the election under
section 108(N)(8) will be void.

1) The cation of this eul -

( {llustrated the
o exampien) i

Raemple (1). X Corp. aoguires equip-

Reg. §5¢c.168(f) (8)6(b)(2)
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maent on
n?‘:mbu 31, 1983, and piaces the  chased, directly or indirect 6-1-87
aa0 Desember 31, On March S0 Soeh X lesace), the property ¥ T"",":L":‘.m jor sliocation ¢
; . lessee), th ol
:II. !h:ng:ulpmont to Y Corp. and leases this -uue:a%mﬂml.mum idey F““‘t‘ 'J:EE'
back 2 transaction that qualifies under basis in the property doss r's sdjustey gion of qualifle
S, S T, sty i BRI T Vot e
s o .
:::-’ paragraph (d)(1>. X is not z.llawed un:.) ‘T‘h:a:d‘j‘::edd:: execution of the ‘.jor:‘ transactt
investment tax credit or ACRS deduc- & lessee {or related n,") o Broperty o (b)(3) applies
BT s e nill o L Ty | S
' of n
Mave been placed in service for purposes flotepr::nll‘:tow° Sode for Purposes of cels) Notwit
lmw than determining whether it is qual- ment described [ cept that the sdus. -5, 108(£) (8) -2(
ifed leased property until it s used under 1110164 noed ey Section 1018(s)(3) an 152.i8ed mass
lease anber subdiviaion (1) of his sub.  acquired daring . cale: made for twerty A erwise a di
dducuo“ (3). If X hea claimed credits or  leased no hun‘ o e and ’ is not re
a2 amended retura for 1983 withia 3 months (i "In"s tramaction chiracterized faentioned then
. 2:.:2‘:. execution of the l“m.mm@n :d;mdma:.uuon 108(1)(8), the l-u:: (C) Thefa
» ¢ eclection will be void. ton 16 any, ot the cust of toe vemicl G mutlng e
pm’u (8). In March 1985, K Corp. the lessee (or related ! t)mu::h icle to t Muam;
'm'."" recondit! of & machine, Danced, directly or In t & (3-8 (0): bo
i ‘:’nnrucud and placed in service Urban Maas mmuom on (8‘)1; occur. "anc
PSS R eal R LenihE | R
Yoaing amounts to en additiona) toondl  Federal-Ald Highway At A 166¢ vasen To D
potubdy lmm.lod to a basts of $30.000 in FAHA grant. or any other l':d.ru azt cehicle or (8)
A T i b e ol B ey
K Onhf'l‘ into a sale and leaseback ym.. Vm:l cost l:o be dm ¢ of the mru‘:::'t::.'u:
SETST A SIha GRTARpl I sy | Era
::'n':azu property to K. K and Lel:: sources without n:::i'w -‘?.°.2;'.:“’“ c“«n:;)"‘;n'&
brrart ey on 168(£)(8) apply. Assuming UMTA funds or the non-Federal funds e t be itc
arty is tb fusted bastia of the leased prop. (racesble to any particular vehicle are will no allc
ety e the mme to L as it ls to K the  TUES, O B drstn tor Ineluded with respect t
ety una: neu?n .l.ﬂ &L‘)ﬂ(g):u) u:dp!.. :‘rllbl"inlu “::m:“ g‘ . .::“:: (;':I) v be
Mc‘ud the tax owner of the property. which un‘z pald or hm.:;l soufces 1:’.‘.-,.3‘;" be
8ince. for purposss other than determining lnndc'vmw.mh T o
m'mm’”"'" is qualified leased su n of the State (or ,:Jué'fn““ E:{m" “
laced in ia deemed original division created by the jaint mm"" city X Tr
&.mammucmmeau ottwoormshu-)lhhnb‘mﬂu‘ chases 100 bus
£y 15 used under the isase. the account in the lesses’ e s peres:
m" new section 38 proparty to L, Dasis lo the s adfusted Fifteen perce
Pt ‘w claim the investment tax 1t leases had or in F'OP-W"“ £ the Ananced with
leased CRS deductions) with respect to the (v) It ‘. Ivcm curred such amounts. ‘ Incal governm
property. - " ot & cle [A. purchased pending te Ainanced wi
m (:) mu”“ 2 commuting vehicle. O08djusted basis in the 'v'-u:'nm' s t:f::fo?&') ob
4 q mass ocommu vehicle as ‘DO lesses’s unadjusted mww' v a0 percent int
Wm in sectica 108(5)(9) will constitute any subssquently a oaeT by may lease un
—ction w-ld W for purposea of however, an A graot is A grast; 20 percent int
. (N @) D)(Il) and this section proved and the vehicle Lb inchuded 48 pest were to lease
mmua: of the following requirements of mdum;m mm poed s pl.n. an percent of
provid nafter in .ﬂMl": t t teased
(A) At least part (as, for exam, the lesae shall terminate :th {tv), ¢ '
percent) of pls. 53 o respect to 5
pe “of the fnancing for the purchase a undivided 80 t intevest in th zample /1
e.::el vebticle must be derived from pro- vehicle. For the m income tax L] in example (1
- of obligations the intarest on v&cb sequences of the termination of a hz.; T e
108¢ ADle Doome UDder, section  anotooed oty S ef, fuch & subsequen Penundm‘ o
mnu) (vh.:- or obligations  an naowm‘ grant is used to mz ?\’lly ma.xnd y
section 108 : ualified ,
(:"’ 1bed nm“(b)(d)ﬂ)). hicies, the o | (Chse comm ve- tax-exempt ob
:" (Le., "; a‘ﬂ have besmn lr::, g ?cmt) ::’ ‘::.MA financing (Le., sells )l“l)ﬂq)perc
in_servics leanca after December 8. 1W(D®). 1t & Tebiste 18 purchased pead: dor s Tiease i
. . in
(> The. vekicle must not have been UGS secon IO (D) (o leass wil ook o I ¢
~— &hnd nder & section 168(f)(8) D¢ desmed to have terminated will not apply. M is &
A Jeanee. . wﬂmtdmvm'“:gm ::,“":,'“A
A * uses oan
.wﬂ-m‘vn:hm ‘Ull u&:ngmw 1981. On JuM
m"‘“l‘( ¢ du,,m““"" did not excesd 3 of the lemses’ XA o Trame
o UMW) A4 any ume after  sdjusted Dasts tn the veicle (unadfusted Bocauss B'pe
“m&m_u:wndvmm. ::"mhmx.mmmu "e.e;u.::':
undér subsequently
Toade &re reGmanced with prosseds of aa Pr purmesse ot soveoved UMTA graat beginning on
the (nterest on which is ex- (i), the allocation princh e vides 5 nare
cndah mmmmm'm”MAmJ ""‘t.'; oY P
. Where the leaseé property e percast shall be substituted for 00 (8). the termh
y .
bur '-‘-.““"--Im“ sale of an um
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ty or indirectly, by the lessor
» (or a y related to the
operty will not quality under
a unless the lessor's sdjusted
sroperty does not exceed thg
9 of the lesaee (or related
‘time of the execution of the
jjusted basis of property to
gutoddnrty) shall be deter-
part of subchapter O of
the Code for purposes of
4in, except that the adjust-
d in section 1016(a)(3) and
not be made for property
ag calendar yesr 1 and
¢ than March 1, 1983
transaction characterised as
section 168(f)(8), the lessor’s
may not Include that por-
i the cost of the vehicle to
. related y) that is 4.
iy or Indirectly, with an
ransportation Administration
t (excluding a gvant under
transfer provision of the
{ighway Act (FARA)), a
or any other Federal grant.
le is included as part of an
project, 80 t of the
vill be deemed to be financed
Snnt and 30 percent will be
nanced from non-Federal
it regerd to whethar the
r the non-Federal funds are
y p:rtl;:hr vehicle ln;.ludd
jec r purposes of this
1 subdivision (il), amounts
.'om' non-l'o:c'rt:l sources
or incurred respect to
y by s State or political
the State (or political sud-
| by the joint authorisation
- States) ahall be taken into
o %m . it the
¥ a8
. or incurred such amounts.

0 t interest in the
10 ] ral income tax ocon-
r,a'o‘ ulr‘uuumn of a leass,
such & subssquen
. grant is used to unh:z
fled mass commuting ve-
-on of muchAvchuh cm“
» non- financing (Le.,
t be leased under soctiom
rebicle (s purchased pend.
in UMTA grant and leased
ve temninated with respest
e
of the vehicle when the
.l:ur t.h”n"‘: g the total
ore the gren approved
2 mt of the lensee’s
n the vehicle (unadfusted

¢1-83 ‘ Temporary Rules

sllocation rules shall also apply to other
"“ul grants used to finance the acquisi-
of qualified mass commuting vehicles.

(v) (A) Notwithstanding the provi-
dons of 15¢.168(1)(8)-2(a)(3)(lil), the lessee
n8 transaction to which this paragraph
(b)(3) applles is not required to file an

ormation return or & statement con-
cerning ts election under section 188(f)(R).

(B) Notwithatanding the provisions of
,-,c,xcam(s)-zu)(s). it the transfer of a
qul’ﬂ“’ mass commuting vehicle is not
otherwise & disqualifying event, the trans-
feree 18 not required to fle the statement
,,,,nﬂoned therelin.

(C) The fact that a qualifted mass com-

muting vehicle is not sectinn 38 property °

use it is used by an exempt entity will
¢t disqualify the lease under § 5¢.168(f)
(8)-8(D)(4); however, a disqualitying event
will occur, and the agreement will cease to
pe characterized as a lease under section
188(f)(8). with respect to a vehicle which
(1) ceases to be a qualiied mass commuting
vehicle or (8) would cease to be section
38 property if used by a taxable entity as,
for example, a vehicle used predominantly
autside the United States. For the Federal
Income tax consequences of A disqualifying
event, see §5c.168(£)(8)-8.
(vi) The lessor of s qualified vehicte
will not be allowed an investment tax credit
with respect to it under section 38.

(vil) The aprllcﬂtion of thia paragraph
(9)(3) may be illustrated by the following
sxamples:

Ezample 71). On July 1. 1981, a unit of
city X. X Transit Authnrity (XTA), pur-
chases 100 buses after receiving sn UMTA
grant for 80 percent of their purchase price.
Fifteen percent of the purchase price is
Ananced with a combination of State and
ncal governmental grants and § percent
is inanced with proceeds from an lssue of
tax-exempt obligations described in section
108(0)(4)(I). Because UMTA financed an
20 percent interest in the 100 buses, XTA
may lease under section 16R(f)(8) only a
20 percent Interest in each bus. If XTA
were to lease 100 percent of 20 buses, only
» t of such buses would be deemed
to leased under a safe. harbor lease.

Hzampls /8). The facts are the same as
in example (1) except that UMTA has not
yot approved XTA's application in 1981.
Pending the UMTA approvsl. XTA pur-
chases and places in service 20 buses in
July 198. e 20 buses are financed with
tax-axempt obligations descridbed in section
108(0)(4)(I). On Decomber 185, 1981, XTA
solls a 100 t Interest in these 20 buses
to Corpora M and leases them back un-
der a lease in which the parties elect to
have the provisions of section  168(f)(8)
apply. M is & calendar-year taxpayer and
ciaims an ACRS deduction with respect to
the buses on its return for taxable year
1. On July 1, 1983, UMTA approves
XTA's grant application. thus enabling

XTA to rchase an additional 90 busss.
Because rcent of the original 20 buses
4re desmed to have been financed by UMTA

beginning on July 1, 1982 the safe harbdor
lease terminates with respect to an uadi-
t interest In the 20 buses.

an undivided 80 percemt interest in
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the 20 buses by M to XTA. The amount
realized by M on the sale will include a
proportionate part of the outstanding
amount of M's debt plus the sum of any
other conaideration received. by M, M will

" realize gain or loss, depending upon its

basis. with applicable section 1245 recap-
ture. However. XTA may lease the 20 per-
cent interest In the 30 new buses it pur-
chased in 1882 which is deemed to have beea
financed with non-Federal funds.

Ezample r3). The facts are the same as
in example (2) except that the grant ap-
proved by UMTA s used to purchase and
renovate a bus garage facility. Eighty
percent of the original 20 buses are deemed
to have been financed by UMTA beginning
on July 1, 1963, The lease wonuld still ter-
minate with respect to an undivided 80
percent interest in the vehicles. XTA can-
not lease the garage facility under 168(1)
(R) because it dnes not constitute a qualt-
fled mass commuting vehicle.

Ezample (}). The facts are the same as
in example (3) except that on December
16. 1981. XTA sells and leases back only a
20 percent Interest in the 20 buses acquired
in July 1981, When the UMTA grant ia
later approved, the lease will not terminate
with respect to any portion of the 20 buses.
In addition. XTA. may lease the 20 péercent
interest in the 850 new buses purchased in
1982 and deemed to have been financed with
non-Federal funds.

Ezample 75). On August 1, 1982, UMTA
approves a grant for A major 3-year capital
expenditure program to improve city Y's
rapid rail transit system. None of the
funds relating to this UMTA-funded proj-
ect. provided either by UMTA or by city
Y. will be used to purchase qualified maoa
commuting vehicles. Instead., a number of
rapid rai) cars and buses will de purchased
entirely with funds provided with a com-
hination of grants by the State and city
governments and of proceods (rom an (ssue
nf tax-exempt obligations deacribed in sec-
tion 103(a). Because none of the rapid rail
cars and buses are included as part of the
UMTA-funded project. no part of them is
deemed ‘to be filnanced by UMTA. If at
least 3 percent of the cost of the guauﬂod
mass commuting vehicles is p ded by
tax exempt obligations under section 108
(a). the vehicles will be qualified leasod
property in their entirety.

Bzample /6). City Z has a mass transit
agency (ZTA) which purchases on July 1,
1882, 10 buses for which it pays §1,000,000,
96 percent of which is derived from grants
trom city Z and § percent from tax exem
nbligations described in section 103(a). *
buses have & useful life within the meaning
of 11.167(a)-1(b) of 10 years and their sal-
vage value is sero. On July 1, 1968, ZTA
sells these buses to corporstion P and
leases them back in a transactioa which
the parties elect to have treated as a lease
under section 188(f)(8). At the time of the
sale and leassback. ZTA's adjusted basis
in the 10 buses under section 1016(a)(3) and
$1.1016-4 - i» $900,000 ($1,000,000 cost leas
$100,000 of depreciation sustained,
on a straight-line basis). Before the trans-
action will quality under sectiom 188(1)(8)
and §5c.108(N(Q)-4DYB(IV), P
basis in the vehicles may not exceed STA's
basis, or 500,000

Reg. § 5¢.168(f) (8)-6(b)(3)
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Assuming that the transaction qualifies un-
der section 188(f)(8) and that corporation P
is a calendar year taxpayer. P may glaim
ACRS deductions for 1983 of $135,000 (15
psrcent of $900.000).

Bzample /7). The facts are the same as
n example (8) except that the sale and
leaseback transaction is closed on Decem-
ber 31, 1962. P's adjusted basis in the ve-
hicles may not “exceed ZTA's Dbasis, or
900,000 ($1.000,000 cost less $50,000 of de-
preciation sustained, computed on s
straight-line basts).

Bzample /8). The facts are the same as
in example (6) except that ZTA purchases
the buses on June 1, 1961, and enters intn
ths sale and leaseback transaction with
corporation P on December S1. 1981. Under
§ 5¢.168(1) (8)-6(D)(3) (). no adjustment is
made to ZTA's basis in the buses for de-

reciation sustained. Therefore, P’'s basts
n the buses may equal ZTA's cost of
§1,000,000.

Bxzample (9). On July 1. 1961, a unit of
city W, W Transit Authority (WTA), pur-
chases 100 buses with local grants derived
entirely from a city W sales tax. The buses
do not constitute qualified leased property
under 5¢.168(£)(8)-6(b)(3) because no part
of the financing for their purchase was de-
rived from the proceeds of tax exempt
nbligations.

Bzample (10). The facts are the same as
in m&l_; (9) except that on November
1,. 1981, A borrows § percent of the cost
of the buses and &o_ld.m them ag security.
The interest on A's obligation is ex-
cludadle from income under section 103(s)
(1). On December 31, 1961, WTA sells to T

all 100 buses and leases them back.
Under § 5¢.188(1)(8)-4(1)(3)(1), each dus is
desmed to be financed with the proceeds of
tax exempt obligations. Therefors, if the
vehicles o meet the definition of
quslified leased rropu'ty. all the vehicles
will be qualified lensed property under this
section.

(4) Poreign lsssees. In sddition to the
other provisions of this section, property
which is leased under a section 168(£)(8)
lease to a foreign person shsll not be
qualified leased property unless the gross
income attrid ie to the property from
all sources (determined without regard
to section 872 (a) or 883 (b)) is effectively
‘connected with a trade or business with-
in the United States, and the taxable
income, if any, attridutadle to the prop-

is subject to tax under section 871 (b)

(1) or 883 (a) (1). For this purposs, if
income attributabdle to the property is aot
a income of a foveign

Reg. § 5c.168(f) (8)-6(b) (3) 81
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graph (5) may be illustrated by the 4
lowing examples: o

Bzemple (). On July 1, 1981, X
contracts to have s manufacturing taeyy
constructed for use in its business,
struction of the facility is completed on
1, 1962, and the factlity is
placed In service as of that date
§ 5¢.168 (1) (8)-8 (D) () (1). The ¢
comprised of a mixture of new
property and buildings that do not
as section 38 property. Om August
X sella the new section 38 property in

i
55pely

facllity to Y and leages it back m.,':
agreement in which the fes elect to ™
treated as & lease descri in section 1

() (8). Assuming that the other
ments of this parsgraph are met, the By
section 38 property contained in the
will be qualified leased property. If g
later detsrmined that property subject to
the section 188 (f) (8) lease is Not new oy,
tion . 38 property (and thus not qualifiy
leased property) the safe hardor protectiog
will be lost only as to that property
Ezample (8). X Corp. acquires a
g;m ot oqui'pment {(which is new s
property) for use In its business. Wy
3 monthe. X sells a 70 percent undividey
interest in the property to lessor A and I
10 percent undivided interest in the property
to lessor B and leases both portions bach
under separate section 168 (f) (8) lease
The imvestment tax credit and ACRS de.
ductions associated with the property wij
be divided among X. lessor A, and lessy
B, on & basis of 20 percent, TO percent, ang
10 percent, respectively.

07 (Soc. 108] #50.168(1 (W) -1 (T.D. ™M,
flled 10-20-81: amended by T.D. TTO8 fllg
11-10-81.) Reperting of Inceme, deductiom
and Investment tax credit; at risk rule

(8) In gewmgral. The fact that the leg
sor's payments of interest and principal and
the lessee’s rental payments under the leas,
are not equal in amount will not preves
the lease from qualifying under uc&on 1
(f) (8). However, see pmm:h (D) for
special requirements in sale and leasedach
transactions. In determising the parties’ in.
come, deductions, and investment tax credit
ynder the lease, the .rules in paregraph
(¢) through (g) of this section shall apply
regardless of the overall method of accoust.
ing otherwise used by the parties.

(b) Reguirements for sale and leasedech

bH

party
of the lessss) in a sale and locassdach
transaction, - the lease will not qualtfy
under section 108(f)(8) uniese—

(1) The term of the lessor’s purcham
money obligation is cotarminous with thy
term of the lease, and

(3) The lessor's obligation bdears
reasonadls rate of In
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will be lost only as to tha

Example (8). X Corp. a

fece of oqnl‘pmnt (:r%lehcql‘:’ '::: u"‘h
property) for uss in its business, (ocUte
’3 months, X sells a 70 percent upgy M
- interest in the p r!ytoleuorAh‘"
10 percent undtvided interest in the p o o
to lessor B and Jeases bdoth ruonm
under separats section 168 (Bo ) loage,

The investment tax credit and ACRg
ductions associated with the ropart S
be divided amo X, lessor K and ’1.-".
B, on a basis of 20 percent. 70 percent, o,
™,

10 percent, respectively.

[Bec. 1083 §5e.168(0)(8).
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cadls rate ¢ od
under §1.385-8 (e) (M (1), or (H) an arm's-

rats as 4
vate M!%l.ﬂ-&u(

and (ncouo—!
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) deduct in & taxable year with
its purchase money obligation
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would deduction that 1d
han & uction wou
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d”'“ ent mortgage, amortised
p“:'::’?. oy;?ul to the term of the

tion, or .
blll‘w a deduction that would
to ap accrual basis taxpayer
aight line amortigzation of the
over the term of the lessor's

in which the property is not fi-
by the lessee or A party related to
4 the computation of the interest
may take Into account fluctua-
“uoame interest rate which are de-
‘? on adjustments in the prime rate
ponde® . outside the control of the lessor
o "‘;: third party creditor.
ond Includ(bility in income. The lessee
mmludo interest on the lessor's pur-
money obligation in income at the
tme snd in the same amount as the
's interest deductions, as determined
o P.ngrlph (e)(1).
(d) Rental income and deductions—(1)
ility from income. The amount of
lessee’s rent deduction under a section
b {)(8) lease with respect to any taxable
- shall be & pro rata portian of the
yoar te amount required to be paid
by the lessee to the leasor !u'nd;r ulae tarn:-
lease agreement. the lessee is
o e to purchase the leased property
t the end of the lease term, or if the lessor
;‘. an option to seil the property to the
jessee. rent shall not include the lesser of—
(A) The amount of the lessee’s pur-
chase obligation, whether fixed by the
tasrms of the lease agreement or condi-
tioped on the exercise of the lessor's op-
ton to sell the property to the lessee, or

(B) The failr market value of the prop-
aty at the end of the lease term deter-
mined at the beginning of the lease term.

For this purpose, fair market value shall
be detarmined without taking into aeccount
aay increase or decrease for infiation or

tion during the lease term. Rent de-
doctions may be adjusted pursuant to the
terms of the lease agreement to acoount
for fluctuations which are dependent on
events outside the control of the lessor and
lessse, such as a change in the interest
rate charged by a third party creditor of
the lassor on the debt incurred to finance
the purchase of the leased property.

(D) Includidility in incoma. The lessor
shall include rent in income as follows:

(A) 1n the case of prepayments of rent,
the eariler of when such rent is paid by
‘the lesses Of accrued under the lease, and

(B) In the case of other rent, at the
fme time and in the same amount as the
lessee’'s rent deductions, as determined
under paragraph (d)(1).

(¢) ACRS deductions. The deductions

the iessor is allowed under section
18(s) with r to property subject to
S Saction 198(f)(8) lease shall be determined
without to the limitation in section
168(0) (10) ( ) ().

&
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qualified leased property in the hands of the
lessor shall be determined by the chara:ter
of the property in the hands of the owner
of the property without regard to section
168(1)(8). Any elections under section 168
(1)(3) by the | with r t to the
class of recovery property to which the
qualified leased property is asaigned shall
apply to the leased property. However,
with respect to RRB replacement property,
the transitional ruie of section 168()(3)
shall be inapplicable to the lessor.

(1) At risk requirements. The amount
of the investment credit and ACRS deduc-
tions that a lessor shail be allowed with
respect to the leased property shall bde
limited to the extent the at risk rules
under the investment tax credit provisions
and section 468 apply to the lesses or to
the lessor. In determining the amount the
lessee would be at risk, the at risk rules
will he applied as if the lessee had not
elected to have section 168(1)(8) apply.
Thus, for example, if, without regard to
section 168(f)(8). an individual lessee would .
be treated as the owner of the leased prop-
erty for Federal tax law purposes, the
tessor under a section 163(1)(8) lease would
he allowed ACRS deductions or investment
tax credits with respect to the property
only to the extent that the lesosee may have
claimed them had the parties not elected

' treatment under section 168(£)(8). In addi-

tion, the ACRS deductions and investment
tax credita that a lessor is allowed with
respect to the property are further limitsd
to the extent that the at risk rules apply
to the leasor as owner of the property under
the section 168(f)(8) lease. If the lessor
and the lessee are subject to the at risk
rules, the leasor is silowed only the lesser
of the ACRS deductions and investment
:.ax credits allowable to the lesor and the
essee.

(g) Limitation on section §8/d) amount.
It in a sale and leaseback transaction the
lessor elects pursuant to section ¢8(d) to
treat the lesses (which is the user of the
property) as having acquired the property
for pu s of claiming the iavestment
tax credit, the lessee shall be treated as
Aacquiring the pro y for an amount equal
to the basis of the property to the lessor
(and not for an amount equal to its fair
market value). The investment tax credit
allowable to the lessee ia further limited
to the extent the at risk rules apply to
cither the lessor or to the lesoee. See para-
graph (f) of this section.

(h) Bzamples. The application of the
grovmolu of this section may be illustrated
y the following examples.

Bzemple 71). Y, a qualified lessor, ac-
quires a plece of equipment which is qual-
iled leased property for §$1 million and
leases it to X under a lease which the
parties properly elect to have characterised
as & lease descrided in section 108(1)(8).
The equipment has a 10-year economic lite
and falls within the 8-year ACRS class.
Under the terms of the lease, X. the lessee-
user, is obligated to pay Y nine annual pay-
ments of $10.000 and, at the end of the leass
term, Y has the option to sell the property

to X for $3.180,000. Under § 6c.188 () (8)-7

(d), the te payments required to be
made by under the lease are $3,280,000
(§890,000 rent plus  $3,100,000 option price)

Reg. § 5¢.168(f) (8)-7(h)
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and are treated as rent to Y (less a reason-
able estimate for the residual value of the
property) and taxable as such. Assuming a
reasonabdle estimate of the residual value
is gero, the full §2,260,000 will be treated as
rent, and under § 5c.168 (f) (8)-7 (d), such
amount is deductidble by X and includible
in Y’s income ratably over the term of the
lease, {.0., at a rate of £250.000 per year
(83,230,000 divided by 9). .
Bzample (8). The facts are the same
&8 in example (1) except that under the
terms of the lease X is obligated to make
rental payments of $100,000 for each of the
first 8 years of the lease and $300,000 for.
each of the 4 remaining years under the
lease. Further, X has abn option to purchase
the equipment for $1.00 at the end of the
lease term. Pursuant to § 8¢.168 (f) (8)-T (d),
X's aggregats rental payments are deduct-
ible by X and are includible in Y's income
ratably over the term of the lease. Thuas,
the annual rental payments are deemed to

be §188.000 per year (31,700,000 divided by 9).

Oueyp [Boc. 108] $8c.168 (N (-8 (T.D.
791, filed 10-30-81; amended by T.D. 7798,
filed 11-10-81 and T.D. 7800, filed 13-28-81.)
Leous of nection 100(1)(8) pretection; recap:
ture,

(a) In gemersl. Upon the occurrence
of an event that causes an agreement to
cease to be characterised as a lease under
section 168 (N (8), the characterisation of
the lessor and lessee shall de determined
without regard to section 168 (f) (8).

(D) Buvents wAich cause an agreement
fo cesse to be cum,::;lued as o lease.
A dhgdlfyl event o cause an agree-
ment couon{o be treated as a lease under
section 168 (f) (8) as of the date of the
disqualifying event. A disqualifying event

1 include the following:

(1) The lessor sells or assigns its in-
terest in the lease or in the qualified

property in a taxable transaction.

(3) The failure by the lessor to file a
copy of the information return (or appi-
cable statement) with ita income tax return
as required in § 5¢.168(1)(8)-2(a)(3) (il1).

(3) The lessee (or any transferee of
the lessee’s interest) sells or assi its in-
terest in the lease or in the qualified leased

roperty in a transaction not described in

fu.m (D) (8)-2(a) (6) and the transferee
fails to execute, within the prescribed
time. the consent described in § 5¢c.168 (f)
(8)-8(a) (8), or either the lessor or the
transferes fail to flle statements with their
income tax returns as required by that
paragraph.

(4) The p censes to be section
8 as defined in §1.48-1 in the
lessor or lessee, for example,

conversion to personal use or to
use predominantly outside the United
States, or to use by a lessee exempt from
Federul tncome taxation.

(5) The lessor cesses to be a qualified
lessor by becoming an electing small busi-
ned

corporation or & personal holding com-
(within the meaning of section 343

(0 The mianimum investment of the
ww“mxomumotmo
adjusted dasis e qualified leased PP?

as h:ctMlQm(l)()
(1)) and §8c.108 (N B4

——— e -
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(8) The property Socomu subjest
more than one lease for which an e) t
is made under section 168(f)(8). oy

+ (9) Ratirements and casualties. t
served)

(10) The prorcrty is transferred
hankruptcy or similar proceeding apg
lessor fails either to furnish the appre,
notification or to file a statement wit)y
income tax return as required by § Se.
(1) (8)-2 (a) (6).

(11) The property is transferred i .
bankruptcy or similar proceeding angq
all lenders with perfected and {!moly
terests in the property specifically ex
or release the Federa) income tax OWug,
ship of the property as req
§ 5¢.108 (1) (8)-2 (o) (8) (ilD).

(12) The property is transferred gy
quent to a bankruptcy or similar p
ing and the lessor fails to furnish notice
the transferes prior to the tranafer op faty
to file a statement with its income tax
turn, and either the lessor fails to
the transferee’s consent or the lessor @
the transferee fail to file statementy ity
their returns.

(13) The property is leased under the
provisions of section 168(f)(8)(D)(il)) gp
$5¢.168(£)(8)-8(b)(3) and cesses to by
qualified mass commuting vehicle. '

(14) The failure by the lessor to Ol
the required Information return deacridey
in_§8c.168(0)(8)-2(a)(3) (i) by Januvary y
1962, unless the lessee files such return by
January 31, 1982

(¢) Recaptwre. The required amoupy
of recapture of the investment tax ¢
and of accelerated cost recovery deduction,
after a disqualifying event shall be dete.
aﬂnlod under sections 47 and 1240, reapec.

vely.

(d) Conssgquences of loss of safe Aarbor
protection. The tax consequences of a da
qualifying event depend upon the charge
terization of the o8 without regard ¢,
section 1’(&) ®). 1t tr!:o lm would de thy
owner o ¢ property out ard
section lﬂ(f)(:). the dluquamn':: ".:
will be deemed to be a sale of the qualifgd
leased property by the lessor to the lesses

iﬂ’. P T2

f

The amount realised by the lessor on the £

sale will include the outstanding amoum
(i any) of the lessor's dedt on the proparty
plus the sum of any other consideratica
received by the lessor. A disposition tha
results from a disqualifying event ahal
not be treated as an instaliment sale under

~ section 453.

(e) Baamplss. The application of the

grovulonl of this section may be illustratet §

y the following examples:

Haampls (1). M and N Corp. entw
into & eale and leassback transaction &
which the leaseback ent is chame
terized as a lease under section 188(N(
and M is treated as the lessor. In thao second

date of the subdbchapter 8 election. Withomt
respact to section 188(f)(8), N would Ww

considered the owner of the property. T §

disqualification of M will be treatsd as &
le of the qualified leased property from




(@I 1y

8) The property becomes subdject ¢,
e than one leass for which an electioy
made under section 163(£)(8).

(9) Retirements and casualties. [Re.
v

{10) The property Is transferred in o
swruptcy- or similar proceeding and the
sor fulls either to furnioh the ;tproprkg.
ification or to file a statement with {1y
ome tax return as required by §3c.1qn
(8)-2 (a) (6).

(11) The property is transferred in o
ikruptey or similar proceeding and noe
lenders with perfectod and timely |ip.
#ts in the property specifically exclude
relexse the Federal income tax owner.
2 of the property as required undey
168 (1) (8)-2 (a) (8) (111).

{12) The property is transferred subsas.
nt to a bankruptcy or similar proceed.
and the jessor falla to furniah notice to
transferee prior to the transfer or faily
ile a statement with Iits income tax re.
1. and either the lessor fails to secure
tranaferee’'s consent or the lessor op

tranaferee fail to flle Matements with
r returns.

13) The property is leased under the
risions of section 168(£)(8)(D)(iit) and
168(1)(8)-8(d)(3) and ceases to be g
iffled mass commuting vehicle.
14) The failure by the lessor to file
required mfomtlomm: described
5¢.168(1)(8)-2(a) (3)( Januvary 31,
unless the lesses filles such returan by
ary 31, 1983
¢c) Rscaptwre. The roquired amount
wapture of the investment tax credit
of accelerated cost recovery deductions
© a disqualitying’ event ahall be deter-
A\undor sectiong - 47 and 1M§. respec-
y. .
1) Consequences of loss of safe Aarbdor
1:“00. The udx cm;uquuc:_. of a dis
ing event depen n charaec-
u)ion of the parties 3"
ot 168(0N(8). 11 the lessse would be the
T of the propsrty without regard to
n 168(£)(8), the disqualfying event
3¢ desmed to be a sals of the qualified
d property by the lessor to the lesses.
amount realised by the lessor on the
will include the outstanding amount
1y) of the lesaoer’s debt om the property
the sum of asy other eomsideration
vod Dy the lemsor. A disposition that

s from a @& . ovamt shall
sc‘:pdpj.‘:qmtﬁbucn
a - - T T e,

+ . Bagmping; . The -agplicatien of the
ilona of this section-may be fustrated
s following sxamples: - -~

:ample (2). M ; and N Coip. enter
s eale and lmck transmytion in
1 the leassback t is-charec-
4 an & lease er soction 188(1)(9)
{is treated aa the lesaor. In second
of the lesse, M dDecomes
buisness corporation under subohap-
The agresment ¢snsgn to be treated
lease under sectidn M (P as of the
f the sudchapter § olection. Without
1 to section 108(f)(8), N would b
lsred the owner of the . The
Uification of M will be
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beasis, with applicable investment
""c}:lt and section recapture. N
:’m acquire the property witglu bc:iul ual
amount of the outstandiag o on.
”m’mz will not be uo! -ecg:n - ]
rty to under §1.48-3(a)(2).
te (9). Co! (am lessor) and
.-'?u M)Qonu:g'nw a leass that ia
W as a lease under section
. The lease has a &-year term. -P
po option to renew the lease or to pur-
bad B¢ e property. At the end of 8 years,
ohaSe ould be considered the owner of the
‘:‘,,.ny witbout regard to section 168(1)(8),
upon the termination of the lease the ;rop-
will be deemed to be sold by Q to P for
‘”mmt of the purchase money debt
:?Mll with respect to the property.

Oy [Sec. 108] 0 5c.18 (D (B-10 (T.D.
™. n‘u 10-20-81.) Leases brtwoen related

parties.

Sec. 1681 $8c.188 (D (®)-1% (T.D.
ald 10-20-81.) Ceonselidated returms.
1

]

(Regs.) 10,225



xm! le 'g,
TBT_REDUCTION PRICES

Gondolas $ 785
Tank 1103
M Box 324

Bulk head 1454



