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Dear Mr. Bayne:

1CC Washington, D. C-
There are enclosed for recording, pursuant to the provisions of Title 49, United
States Code, Section 11303, the original and two counterparts (or two certified copies)
of the following documents:

1.

Bill of Sale (a primary document), dated December 20, 1983, from Southern
Pacific Transportation Company,

as seller, to BLC Corporation, as
purchsser; and
b
2. Master Leasing Agreement (a primary document), dated as of December 1,
1983, between BLC Corporation,

as lessor, “and Southern Paclflc
Transportation Company, as lessee.

In connection with the recording of the above referenced documents please note
the following information:

1. Name and address of Purchaser/Lessor: BLC Corporation, 2655 Campus
Drive, Suite 200, San Mateo, California 94403;
\ 2. Name and address of Seller/Lessee: Southern Pacific Transportation
\ Company, One Market Plaza, San Francisco, California 94105
ag 3. General description of equipment covered by Documents
2
3‘ Twelve used General Motors, Electro-Motive Division Model SD-45
? ‘ Locomotives
o
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James H. Bayne
December 22, 1983
Page Two

I am also enclosing a check in the amount of $100 made out to the Interstate
Commerce Commission as the filing fee for these documents.

A short summary of the documents to appear in the index follows:

1) Bill of Sale, dated December 20, 1983, from Southern Pacific Transportation
Company, One Market Plaza, San Francisco, California 94105, as seller,
to BLC Corporation, 2655 Campus Drive, Suite 200, San Mateo, California
94403, as purchaser and covering twelve used General Motors, Electro-
Motive Division, Model SD-45 locomotives; and

2) Master Leasing Agreement, dated as of December 1, 1983, between BLC
Corporation, 2655 Campus Drive, Suite 200, San Francisco, California 94403,
as lessor, and Southern Pacifie Transportation Company, One Market Plaza,
San Francisco, California 94105, as lessee and covering twelve used General
Motors, Eleectro-Motive Division, Model SD-45 locomotives.

When the recording of the Bill of Sale and Master Leasing Agreement have been
completed, will you kindly endorse, with the pertinent recording information, all executed
counterparts (or certificed copies) thereof which are presented to you by our
representative herewith, and return the remainder of same to her.

Sincerely yours,

William D. Sewall
Attorney

WDS/nji

Enclosure

ce: George Wailes

L. S. Vollmer
Southern Pacifie Transportation Company
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Leasing Agreemerit, dated as of the 1st day of December, 1983, by and between
BLC Corporation of San Mateo, California (herein called "Lessor") and Southern Pacific
Transportation Company of San Francisco, California (herein called "Lessee™).

In consideration of the mutual covenants hereinafter contained, Lessor and Lessee
agree as follows:

1. Definitions. As herein used:

"(a) ~ "Equipment" means the following types of property owned or to be
owned by the Lessor and leased by the Lessor to the Lessee or ordered by the
Lessor for lease to the Lessee as provided herein:

Rehabilitated railroad locomotives as further described in Schedule A
hereto, and such other Equipment as may be agreed upon by Lessor and
Lessee.

(b) "Acquisition Cost" of Equipment is an amount equal to the sum of
the vendor's delivered price, dealer's delivery and handling charges, the cost of
any original equipment which may be added, the costs of rehabilitating and
reconstructing such Equipment, excise tax on the Equipment, any sales and use
taxes, expenses of installation and freight, and other expenses required to effect
delivery of the Equipment to the Lessee, less purchase discounts obtained.

(¢) "ndividual Leasing Record" is a record with respect to Equipment
dated the date of the delivery of the Equipment to the Lessee and setting forth
a full description of the Equipment, its Acquisition Cost, the location and such
other details as the parties may desire. As between Lessor and Lessee the
signature of Lessee on an Individual Leasing Record shall constitute acknowl-
edgement by Lessee that the Equipment has been delivered in good condition and
accepted for lease by Lessee as of the date of the Individual Leasing Record.
The Individual Leasing record shall contain a short form of lease to be executed
by each of the parties reading substantially as follows:

"The undersigned Lessor hereby leases to the undersigned Lessee,
and the Lessee acknowledges delivery to it in good condition of, the Equip-
ment deseribed above. The covenants, terms and conditions of this lease
are those appearing in a Master Leasing Agreement between the undersigned
Lessor and Lessee dated 19 , which covenants, terms
and conditions are hereby incorporated by reference.

, Lessor

By

,Lessee

By ’n




(d) "Interim Leasing Record" is a record, substantially in the form of
an Individual Leasing Record signed by the Lessor and Lessee, to record the
leasing of Equipment on a component basis under Section 23 for any period prior
to the Completion Date. The Interim Leasing Record shall be dated the date of
delivery of such Equipment to the Lessee. As between Lessor and Lessee the
signature of Lessee on an Interim Leasing Record shall constitute acknowledgement
by Lessee that the Equipment has been delivered in good condition and accepted
for lease by Lessee as of the date of the Interim Leasing Record.

(e) "Final Leasing Record" is a record, substantially in the form of an
Individual Leasing Record signed by the Lessor and the Lessee, to record the
leasing of a completed unit of Equipment under Section 23 for any period on or
after the Completion Date. The Final Leasing Record shall be dated the
Completion Date.

(f) "Monthly Amortization Figure" for any Equipment listed in Schedule
A hereto for each full month during the lease of such Equipment is an amount
equal to the Acquisition Cost of such Equipment multiplied by a fraction the
numerator of which shall be the applicable Basic Amortization Amount specified
in Schedule B hereto and the denominator of which shall be one million (1,000,000).

All other Equipment shall have a Monthly Amortization Figure as approved
by Lessor.

In determining the Monthly Amortization Figure of Equipment, the antici-
pated useful life of such Equipment as it will be used by Lessee shall be considered,
and upon request, the Lessee will furnish Lessor with information with respect
thereto.

Monthly amortization shall be taken at the close of business of the last
day of each full month of the lease of the Equipment until the Amortized Value
of the Equipment has reached zero.

(g) The "Aggregate Amortization" of any Equipment is an amount equal
to the sum total of the Monthly Amortization Figures for each of the months
for which Rent for the Equipment has been paid.

(h) "Amortized Value" of Equipment is the Acquisition Cost of the
Equipment less its Aggregate Amortization.

(i) "Rent" for any Equipment for any month on or after the Amortization
Commencement Date during the term of the lease of such Equipment will be the
sum of the Monthly Amortization Figure for such Equipment plus Contingent Rent
for such Equipment, plus an amount computed by multiplying the following:

¢ The Amortized Value of such Equipment on the first day of
such month, by

(2) A fraction having a numerator equal to the number of days
in such month and a denominator of 360, by

(3) A Percentage equal to the sum of one percent (1.0%) plus

the higher of (i) the prime interest rate of The Chase Manhattan Bank on
30-day unsecured commercial loans on the first day of such month, or (ii)
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the rate charged the Lessor on 30-day commercial paper issued by Lessor
and sold by its principal commercial paper dealer on the first day of such
month or, if such paper has not been so sold on such date, the rate on
such date quoted to Lessor on such paper by its principal commercial paper
dealer. If however, the applicable prime interest rate exceeds the
commercial paper rate by more than three-quarters of one percent (0.75%),
the percentage rental factor shall be reduced by one hundred percent
(100%) of such excess. If, on any date referred to above, there shall be
more than one such prime interest rate of The Chase Manhattan Bank in
effect, or if more than one rate is charged or quoted to Lessor on such
commercial paper then the last of such prime interest rates or the last
of such commercial paper rates on such date shall be used. Upon execution
of this agreement, Lessor shall notify Lessee in writing of the then
applicable percentage under this subsection (3). Thereafter, Lessor shall
notify Lessee in writing of any change in such percentage. If the notice
of change is given to the Lessee at least ten (10) days before the due date
of a Rent payment, the changed percentage shall be used 'in computing
such Rent payment. If such notice is given to Lessee less than ten (10)
days before the due date of a Rent payment, the changed percentage shall
not be used in computing such Rent payment, but an adjustment shall be
made by Lessee in the next succeeding Rent payment to give effect to
the changed percentage for all previous months to which the changed
percentage is applicable.

Notwithstanding the foregoing, when the Aggregate Amortization of any
Equipment leased hereunder equals the Aequisition Cost of such Equipment, the
monthly Rent for such Equipment thereafter will be an amount equal to the fair
rental value of such Equipment.

§)) "Interim Rent" for any Equipment for any partial first month or any
_full month prior to the Amortization Commencement Date for such Equlpment
shall be an amount computed by multiplying the following: :

1) The Acquisition Cost of such Equipment, by

(2) A fraction having a numerator equal to the number of days
such Equipment is under lease during such partial first month or in such
full month and a denominator of 360, by

(3) A percentage referred to in subsection (i}3) above.

(k) "Amortization Commencement Date" shall mean, for the Equipment
described in Schedule A hereto, the earlier to occur of January 1, 1985 or the
first day of the month following receipt by Lessor of a notice from Lessee that
the reconstruction and rehabilitation of all such Equipment has been completed.
The "Amortization Commencement Date" for all other Equipment shall mean the
first day of the month following the receipt by Lessor of an Individual Leasing
Record for such Equipment or, if such Equipment is to be assembled on a
component basis in accordance with Section 23, the first day of the month
following the Completion Date for such Equipment.

(1) (1) The term "Contingent Rent" means the amount by which the

proceeds of sale of any unit of Equipment pursuant to Section 10 of this Leasing
Agreement are less than they would have been because of abuse, damage,
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extraordinary wear and tear or excessive usage. In the event Lessor and Lessee
cannot agree on the amount of Contingent Rent due, if any, they shall appoint
a qualified independent appraiser to determine the amount and his decision shall
be final; and, if the parties are unable to agree on a single qualified independent
appraiser, each shall appoint one qualified independent appraiser and the two so
appointed shall, if they are unable to agree on the amount of Contingent Rent,
jointly name a third, in which event the decisions of a majority of the appraisers
as to the amount of Contingent Rent shall be final. All fees and expenses of
the appraiser(s) shall be borne equally by the Lessee and the Lessor.

(2) If the sale proceeds of any unit of Equipment transmitted to
Lessor are less than 24% of the Base Amount (as defined in Section 10), the
Lessee shall, in addition, be obligated to pay, and shall pay to Lessor, the amount
(if any) of Contingent Rent with respect to such Equipment as is then determined
in accordance with subsection (1)(1), provided, however, that the amount of any
Contingent Rent will not be greater than the amount by which 24% of the Base
Amount exceeds such proceeds of sale. . '

(m) "Completion Date" for any unit of Equipment assembled on a
component basis under Section 23, shall mean the date when such assembly,
construction or reconstruction is complete for such unit.

2. Agreement for Lease of Equipment. Lessor shall lease to Lessee and
Lessee shall lease from Lessor such Equipment as may be mutually agreed upon provided
that the aggregate Amortized Value of Equipment leased by Lessor to Lessee hereunder
shall not exceed $10,000,000. All such leases shall be entered into in the manner and
upon the terms and conditions set forth in this Master Leasing Agreement. Lessor and
Lessee shall evidence their agreement to lease particular Equipment by signing and
delivering to each other an Individual Leasing Record describing the Equipment. A
request by the Lessee to the Lessor to acquire particular Equipment for lease hereunder
shall obligate the Lessee to lease the Equipment from the Lessor upon delivery of the
Equipment to the Lessee. Lessor and Lessee hereby declare that this Master Leasing
Agreement is, and is intended to be, an agreement to lease, and that every Individual
Leasing Record executed by the parties pursuant to this Master Leasing Agreement is
a lease. The Lessor has or will have title to and will be the owner of the Equipment to
be leased, and the Lessee does not hereby acquire any right, equity, title or interest in
the Equipment, except the right, as Lessee, to use the same under the terms hereof.
The parties agree to treat this Master Leasing Agreement as a lease for all purposes,
including without limitation, tax, accounting, regulatory or otherwise.

3. Delivery. Lessor shall not be liable to Lessee for any failure or delay in
obtaining Equipment or making delivery thereof. Upon delivery of Equipment to Lessee
and receipt by Lessor of vendor's invoice approved by Lessee together with an Individual
Leasing Record with respect to the Equipment duly executed by Lessee and, if requested
by Lessor, appropriate title papers for such Equipment, Lessor shall remit to the vendor
a check for the total of the vendor's invoice for such Equipment, provided that the
amount paid to the vendor by Lessor shall not exceed the Acquisition Cost of the
Equipment. If the amount paid to the vendor by Lessor is less than the Acquisition Cost
of the Equipment, to the extent that delivery costs or cost of additions to the Equipment
have been met by Lessee, and do not exceed the Acquisition Cost, Lessor shall reimburse
Lessee to the extent of such payment made by Lessee up to the amount of the Acquisition
Cost.
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4, Lease Term. The lease hereunder of Equipment shall be effective from
the date of delivery of such Equipment and the Individual Leasing Record shall be dated
such date. The lease term for each unit of Equipment shall be for a period beginning
with the effective date thereof and ending one year after the last day of the month
in which the effective date of the lease occurs. Thereafter, the lease term shall be
extended from month to month until terminated, as provided in Sections 10, 11, 14, 15,
17 or 18 hereof. Notwithstanding the foregoing, at least the provisions of Section 9
and the first sentence of Section 11 of this Master Leasing Agreement shall apply as
between Lessor and Lessee with respect to any Equipment from the time the Equipment
is ordered by the Lessor pursuant to a request from the Lessee.

5. Rent. Lessee shall pay Interim Rent and Rent monthly in arrears on the
twenty-fifth (25th) day of each month. Reports from Lessee shall be rendered as close
to such payment date as possible covering the computation of Interim Rent and Rent
and other payments due hereunder for the month, adjustments to the preceding month's
Interim Rent and Rent resulting from commencement or termination of the lease of any
Equipment during such month and other appropriate items, if any.

6. Use of Equipment. Lessor and Lessee hereby acknowledge and agree that
the Equipment leased hereunder shall at all times be the sole and execlusive property
of Lessor, and Lessee shall have no right, title or property therein but only the right
to use the same as herein provided. So long as Lessee is not in default in any obligation
to the Lessor, Lessee may use the Equipment in the regular course of its business or
the business of any subsidiary or affiliate of the Lessee and may permit others to use
same for any lawful purpose. Such use shall be confined to the United States. Lessee
shall promptly and duly execute, deliver, file and record all such documents, statements,
filings and registrations, and take such further action as Lessor shall from time to time
reasonably request in order to establish, perfect and maintain Lessor's title to and
interest in the Equipment as against Lessee or any third party. Lessee shall notify
Lessor in writing of any change in the principal location of any unit of Equipment.
Notwithstanding the foregoing, no change of location shall be undertaken unless and
until all such legal requirements shall have been met or obtained. At least once a year,
or more frequently, if Lessor reasonably so requests, Lessee shall advise Lessor in
writing where all Equipment leased hereunder as of such date is principally located.
Lessee shall not use any Equipment or allow the same to be used for any unlawful
purpose. Lessee shall use every reasonable precaution to prevent loss or damage to
Equipment and to prevent injury to third persons or property of third persons. Lessee
shall cooperate fully with Lessor and all insurance companies providing insurance under
Section 8 hereof in the investigation and defense of any claims and suits. Lessee shall
comply and shall cause all persons operating Equipment to comply with all insurance
policy conditions and with all statutes, decrees, ordinances and regulations regarding
acquiring, titling, registering, leasing, insuring, using, operating, and disposing of Equip-
ment, and the licensing of operators thereof. Lessor or any authorized representative
of Lessor may during reasonable business hours from time to time inspect Equipment
wherever the same be located, provided that Lessor shall give notice of such inspection
to Lessee at least 48 hours in advance of such inspection. Lessese shall not without
prior written consent of Lessor sublease any Equipment nor permit, or suffer to exist,
any lien or encumbrance other than those placed thereon by Lessor or by persons

- claiming only against Lessor and not against Lessee, nor shall Lessee assign any right

or interest herein or in any Equipment, provided, however, that Lessee may sublet
Equipment to any subsidiary or affiliate of Lessee, or to any contractor for use in
performing work for Lessee, provided that such subletting shall in no way affect the
obligations of Lessee hereunder, or the rights of Lessor hereunder.



7. Improvements and Repair of Equipment. Lessee shall pay all costs, expenses,
fees and charges incurred in connection with the use and operation of Equipment during
the lease thereof. Lessee shall at all times, at its own expense, keep Equipment in
first class condition and repair, and in good and efficient working order, reasonable
wear and tear only excepted. This provision shall apply regardless of the cause of
damage and all risks with respect thereto are assumed by Lessee. At its own expense,
Lessee shall supply and replace all parts to the Equipment and shall supply the necessary
power and other items required in the operation of the Equipment. Any replacement
parts, improvements and additions to the Equipment shall become and remain the property
of the Lessor, except that any improvement or addition made by the Lessee shall remain
the property of the Lessee if it can be disconnected from the Equipment without

impairing the functioning of the Equipment as originally constituted when first leased
hereunder.

8. Insurance. Lessee shall, at its own expense, with respect to Equipment
maintain insurance insuring the respective interests of Lessor and Lessee and covering
(a) physical damage to Equipment and (b) liability for personal injury, death and property
damage resulting from the operation, ownership, use and possession of Equipment. All
such insurance shall be in reputable companies satisfactory to Lessor. Policies covering
physical damage risks shall be in an amount not less than the Amortized Value of
Equipment. The Lessee shall maintain third-party liability covering personal injury,
death and property damage liability as a result of one accident in the amount of
$5,000,000. Lessor shall be named insured and, with respect to physical damage coverage,
a named loss payee in all insurance policies required under this Section. All such
policies shall provide for at least ten (10) days' written notice to Lessor of any
cancellation or material alteration of suech policies. Lessee shall furnish Lessor
certificates or other evidence satisfactory to Lessor or compliance by Lessee with the
provisions hereof, but Lessor shall be under no duty to examine such certificates or to
advise Lessee in the event its insurance is not in compliance herewith. Lessee covenants
that it will not use or operate or permit the use or operation of any Equipment at any
time when the insurance required by this Section is not in force with respect to such
Equipment. Lessee's obligation to maintain insurance with respect to any Equipment
shall commence on the actual day of delivery of the Equipment and shall continue until
the Equipment is sold or the lease of the Equipment terminates, whichever is sooner.
Lessee may self-insure with respect to the insurance referred to in subparagraphs (a) or
(b) above, subject to Lessor's approval of Lessee's plan of self-insurance.

9. Indemnity.

(a) Lessee agrees to indemnify and hold harmless the Lessor against any
and all claims, demands and liabilities of whatsoever nature and all costs and
expenses (including litigation expenses) relating to the Equipment or this
Agreement and in any way arising out of:

() the ordering, delivery, acquisition, rejection, installation,
possession, titling, registration, re-registration, custody by Lessee of title
and registration documents, use, non-use, misuse, operation, transportation,
repair, control or disposition of Equipment leased or requested by Lessee
to be leased hereunder, except to the extent that such costs are included
in the Acquisition Cost of such Equipment within the dollar limit provided
in Section 2 hereof (or within any change of such limit agreed to in writing
by Lessor and Lessee) and except for any general administrative or overhead
expenses of Lessor;



(ii)  all recording and filing fees, stamp taxes and like expenses
with respect to mortgages on the Equipment from the Lessor to any
mortgagee;

(iii) all costs, charges, damages or expenses for royalties and
claims and expenses arising out of or necessitated by the assertion of any
claim or demand based upon any infringement or alleged infringement of
any patent or other right, by or in respect of any Equipment, provided,
however, that Lessor will to the extent permissable make available to
Lessee Lessor's rights under any similar indemnification arising by contract
or operation of law from the manufacturer of Equipment;

(iv) all federal, state, county, municipal, foreign or other fees
and taxes of whatsoever nature, including but not limited to license, qualifi-
cation, franchise, sales, use, gross receipts, ad valorem, business, proper-
ty (real or personal), excise, motor vehicle, and occupation fees and taxes,
and penalties and interest thereon, whether assessed, levied against or
payable by Lessor or otherwise, with respect to Equipment or the
acquisition, purchase, sale, rental, use, operation, control, ownership or
disposition of Equipment or measured in any way by the value thereof or
by the business of, investment in, or ownership by Lessor with respect
thereto, excepting only net income taxes on the net income of the Lessor
determined substantially in the same manner as net income is presently
determined under the Federal Internal Revenue Code, and any excise, sales
or use taxes included in the Acquisition Cost of the Equipment;

(v) any violation by Lessee of this Master Leasing Agreement or
of any contracts or agreements to which Lessee is a party or by which it
is bound, or any laws, rules, regulations, orders, writs, injunctions, decrees,
consents, approvals, exemptions, authorizations, licenses and withholdings
of objection, or any governmental or public body or authority and all other
requirements having the force of law applicable at any time to Equipment
or any action or transaction by Lessee with respect thereto or pursuant
to this Master Leasing Agreement.

(b) Lessee shall forthwith upon demand reimburse Lessor for any sum or
sums expended with respect to any of the foregoing, or shall pay such amounts
directly upon request from Lessor. Lessee shall be subrogated to Lessor's right
in the affected transaction and shall have a right to determine the settlement
of claims therein but in the best interests of Lessor. The foregoing indemnity
in this section shall survive the expiration or earlier termination of this Master
Leasing Agreement or any lease of Equipment hereunder.

10. Termination of Leases of Equipment; Adjustment of Rent. After the
expiration of one year from the last day of the month in which the lease of any
Equipment is effective, if such Equipment has become economically or otherwise obsolete
or is no longer useful in the Lessee's business, and provided that the Lessee is not in
default hereunder, Lessee may arrange for the termination of the lease of such Equipment
in the manner and with the consequences hereinafter set forth. Lessee shall deliver
written notice to Lessor, signed by a vice president or other authorized officer of
Lessee, identifying the Equipment the lease of which Lessee proposes to terminate, the
proposed sale price and the terms of the proposed sale. Such notice shall constitute
a certificate of Lessee that such Equipment has become economically or otherwise
obsolete or is no longer useful in Lessee's business. After delivery of such notice,
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Lessee, on behalf of and in cooperation with Lessor, shall proceed directly with
negotiating the sale of such Equipment to a third party unrelated to Lessor or Lessee
and the Lessor shall execute and transmit to the Lessee all papers needed to effectuate
the sale. In arranging the sale of any Equipment pursuant to this Section 10, the Lessee
shall use its best efforts to obtain sale proceeds not less than such Equipment's retail
fair market value, delivered to a purchaser or purchasers unrelated to Lessee, giving
due consideration to whether the Equipment's value is higher as an aggregate, or as two
or more lots of equipment. If the parties cannot agree upon such fair market value
or values, they shall utilize the appraisal procedure provided for in Section 1(1)(1), with
the consequences set forth therein. If the proposed sale price specified in such notice
is less than 24% of the Base Amount of such Equipment, Lessee shall not proceed to
sell the Equipment until it has received the consent of the Lessor, which consent shall
not be unreasonably withheld. =

Lessee shall cause the proceeds of sale of such Equipment to be transmitted
promptly to the Lessor. The lease of such Equipment and the Lessee's obligation to
pay Rent shall continue until such proceeds of sale and additional Rent, if any, are
received by the Lessor, or Lessor's assignee, and shall thereupon terminate. If the net
proceeds of sale of such Equipment are less than the Amortized Value of such Equipment
at the time of the termination of the lease of such Equipment hereunder, the Lessee
shall forthwith pay as additional Rent an amount equal to such deficiency. If the net
proceeds of sale of such Equipment are more than the Amortized Value of such Equipment
at the time of the termination of the lease of such Equipment hereunder, the Lessor,
in consideration of the Lessee's agreement hereunder to repair, maintain and insure the
Equipment, shall as an adjustment of Rent forthwith pay to Lessee or, at the option
of Lessee, credit Lessee's account in an amount equal to the difference between said
net proceeds of sale and said Amortized Value. If for any month funds are payable
by Lessor to Lessee under this Section, the amount so payable may be deducted by
Lessee from funds payable during the same month by Lessee for Rent of Equipment.

Notwithstanding the foregoing, if the sale proceeds of any unit of Equipment are
less than the Amortized Value of such Equipment but equal to or ‘greater than 24% of
the Base Amount of such Equipment, the Lessee shall at the same time pay Lessor a
sum equal to the difference between the amount of the sale proceeds (which proceeds
for purposes of determining Lessee's liability may be reduced due to prior or subsequent
sales of other units of Equipment as hereinafter described) and the Amortized Value.
If the sale proceeds of any unit of Equipment plus Contingent Rent are less than 24%
of the Base Amount of such Equipment the Lessee shall at the same time pay Lessor a
sum equal to the Amortized Value of such Equipment less 24% of the Base Amount of
such Equipment. In the event a deficiency arises because the Lessor does not receive
24% of the Base Amount, to the extent that in any prior or subsequent sale of any unit
of Equipment, sale proceeds were received or will be received in excess of 24% of the
Base Amount, such excess sale proceeds shall be paid to the Lessor, with respect to
future sales, upon the sale of any unit of Equipment, and with respect to prior Equipment
sales resulting in excess proceeds, at the time the deficiency arises. Any sale proceeds
of Equipment in excess of the Amortized Value of the Equipment after the expiration
of the lease terms of all Equipment will be for the account of the Lessee.

The "Base Amount" means, as to any Equipment sold one year after the
commencement of its lease term, the Acquisition Cost of such Equipment, and as to
any Equipment sold more than one year after the commencement of its lease term, the
Amortized Value of such Equipment at the termination of its lease term. The term
nsale proceeds" means the gross purchase price paid by the purchaser, without charge
or reduction in any manner on account of any costs or expenses of sale, removal,
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transportation, repair, storage, delivery or similar costs or expenses, and all of such
costs and expenses (if any) shall be borne by the Lessee.

11. Loss or Destruction of the Equipment. Lessee hereby assumes all risks of
loss or damage to the Equipment howsoever the same may be caused. Lessee shall
notify Lessor immediately of any loss or of any substantial damage to any Equipment
and shall keep Lessor informed of all developments and correspondence regarding
insurance rights and other rights and liabilities arising out of the loss or damage. In
the event of total destruction of any of the Equipment or damage beyond repair or the
commandeering, conversion or other such loss of any of the Equipment, or if the use
thereof by the Lessee in its regular course .of business is prevented by the act of any
third person or persons, or any governmental instrumentality, for a period exceeding
ninety (90) days, or if any of the Equipment is attached (other than on a claim against
the Lessor but not the Lessee) or is seriously damaged and the attachment is not
removed or the Equipment not repaired, as the case may be, in a period of ninety (90)
days, then in any such event (a) Lessee shall promptly notify Lessor in writing of such
fact, (b) within ten (10) days thereafter the Lessee shall pay to the Lessor, or Lessor's
assignee, an amount equal to the Amortized Value of such Equipment at the time of
payment, (c) the lease of such Equipment shall continue until such payment has been
received by the Lessor, or Lessor's assignee, and shall thereupon terminate, and (@
upon such payment all of Lessor's title to and rights in such Equipment and any insurance
thereon shall automatically pass to the Lessee.

12.  Surrender of Equipment. Upon the final termination of the lease as to
any Equipment (other than a termination as provided for in Sections 10, 11, 14, 15, 17,
or 18), Lessee shall surrender such Equipment to the Lessor at the Lessee's property
where the Equipment is then located or at such other place as may be agreed upon.
Lessee shall cooperate with Lessor in effecting removal of the Equipment from Lessee's
property. Lessee shall pay the Lessor any amount by which the cost of removing and
disposing of any Equipment exceeds the salvage value of the Equipment.

13. Events of Default. The following events of default by the Lessee shall
give rise to rights on the part of the Lessor desecribed in Section 14:

(a) Default in the payment of Interim Rent or Rent hereunder beyond ten
days from the date the Interim Rent or Rent is due; or

(b) Default in the payment or performance of any other liability, obligation,
or covenant of the Lessee to the Lessor and the continuance of such default for
thirty (30) days after written notice to the Lessee sent by registered or certified
mail by the Lessor; or

(¢) The termination of existence or business failure of, or an act of
bankruptey by, or the making of an assignment for the benefit of creditors by,
. the Lessee; or

(d) The institution of bankruptey, reorganization (under bankruptey laws),
liquidation or receivership proceedings by or against the Lessee and, if instituted
against the Lessee, its consent thereto or the pendency of such proceedings for
sixty (60) days.

14. Rights of Lessor upon Default of Lessee. Upon the occurrence of any of

the events of default described in Section 13 the Lessor may in its discretion do one
or more of the following:




(a) Terminate the lease of any or all Equipment upon five (5) days' written
notice to the Lessee sent by certified mail;

(b) Whether or not any lease is terminated, take immediate possession of
any or all of the Equipment, including substituted parts, accessories or equipment
and/or other equipment or property of the Lessor in the possession of the Lessee,
wherever situated and for such purpose, enter upon any premises without liability
for doing so;

(c) Whether or not any action has been taken under Sections 14 (a) or
(b) above, the Lessor may sell any Equipment (with or without the concurrence
or request of the Lessee) with the consequences set forth in Section 10 hereof;

(d) Hold, use or lease any Equipment as the Lessor in its sole discretion
may decide, and continue to hold the Lessee liable for any deficiency between
the Rent received by the Lessor from others and the Rent payable hereunder
for the balance of the term of the lease of such Equipment; .

(e) Invoke and exercise any other remedy or remedies available to Lessor
by law or in equity.

If after default Lessee fails to deliver or converts the Equipment or the Equipment
is destroyed, Lessee shall be liable to the Lessor for all unpaid Interim Rent and Rent
to the date of such failure to deliver, conversion or destruction of such Equipment plus
its Amortized Value at the time and all loss and damages sustained and all costs and
expenses incurred by reason of the default. If after default Lessee delivers Equipment
to Lessor or if Lessor repossesses Equipment, Lessee shall be liable for and the Lessor
- may recover from the Lessee all unpaid Interim Rent or Rent to the date of such
delivery or repossession plus all loss and damages sustained and all costs and expenses
incurred by reason of the default.

‘15. Equipment To Be and Remain Personal Property. It is the intention and
understanding of both Lessor and Lessee that all Equipment shall be and at all times
remain personal property. Lessee will obtain and record such instruments and take such
steps as may be necessary to prevent any person from acquiring any rights in the
Equipment paramount to the rights of the Lessor, by reason of such Equipment being
deemed to be real property. If, notwithstanding the intention of the parties and the
provisions of this Section 15, any person acquires or claims to have acquired any rights
in any Equipment paramount to the rights of the Lessor, by reason of such Equipment
being deemed to be real property, and such person seeks in any manner to interfere
with the continued quiet enjoyment of the Equipment by the Lessee as contemplated
by this Agreement, then the Lessee shall promptly notify the Lessor in writing of such
fact (unless the basis for such interference is waived or eliminated to the satisfaction
of the Lessor within a period of ninety (90) days from the date it is asserted) and the
Lessee shall within ninety (90) days after such notice pay to the Lessor or Lessor's
assignee an amount equal to the Amortized Value of the Equipment at the time of
payment. The lease of the Equipment shall continue until such payment has been
received and shall thereupon terminate; and upon such payment all of Lessor's title to
and rights in such Equipment shall automatically pass to the Lessee.

16.  Miscellaneous. This Agreement and all rights hereunder shall be governed
by the laws of the State of California. Each of the parties hereto acknowledges that
the other party shall not by act, delay, omission or otherwise be deemed to have waived
any of its rights or remedies hereunder or under any other instrument given hereunder
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unless such waiver is given in writing and the same shall be binding to the extent
therein provided and only upon the parties signing the same. A waiver on any one
occasion shall not be construed as a waiver on any future occasion. No executory
agreement shall be effective to change, modify or discharge, in whole or in part, this
Master Leasing Agreement, or any other instrument given in connection herewith unless
such agreement is in writing and signed by the party to be charged therewith. All
rights, remedies and powers granted herein, or in any other instrument given in connection
herewith, shall be cumulative and may be exercised singularly or cumulatively.

17. Termination. Either Lessor or Lessee may terminate this Agreement at
any time with respect to any equipment not yet leased hereunder by giving at least
sixty (60) days' notice in writing to the other party of such termination and setting
forth in said notice the termination date. Provided, however, neither such notice nor
termination shall affect any transactions entered into or rights created or obligations
incurred prior to such termination. In the event of any such termination, Lessee shall
arrange for and effect not later than two years from the termination date a termination
of the lease of all Equipment hereunder and a sale of all Equipment in the manner and
with the consequences as provided in Section 10 hereof. Notwithstanding the provisions
of Section 4 hereof, the lease term for all Equipment, the lease of which is terminated
under this Section, and the Lessee's obligation to pay Rent shall continue until Lessor
receives the proceeds of sale of such Equipment.

18. Purchase of Equipment. After the expiration of the amortization period
of any Equipment leased hereunder, and provided that Lessee is not in default hereunder,
Lessee may purchase such Equipment at its then fair market value. The lease of such
Equipment and Lessee's obligation to pay Rent therefor shall continue until the purchase
price has been transmitted to Lessor and shall thereupon terminate. If the parties
cannot agree on the fair market value of any such Equipment, they shall follow the
appraisal procedure described in Section 1(1)(1) hereof.

19. Investment Tax Credit. The Lessee agrees that it will not with respect
to the Equipment claim any investment tax credits as permitted under Section 48(d) of
the Federal Internal Revenue Code or take any action which would prevent Lessor from
taking such investment tax credits.

20. DISCLAIMER OF WARRANTIES. LESSEE AGREES AND ACKNOWLEDGES
THAT ACCEPTANCE FOR LEASE OF THE EQUIPMENT SHALL CONSTITUTE LESSEE'S
ACKNOWLEDGEMENT AND AGREEMENT THAT LESSEE HAS FULLY INSPECTED SUCH
EQUIPMENT, AND THAT THE EQUIPMENT IS IN GOOD ORDER AND CONDITION AND
IS OF THE MANUFACTURE, DESIGN, SPECIFICATIONS AND CAPACITY SELECTED BY
LESSEE, THAT LESSEE IS SATISFIED THAT THE SAME IS SUITABLE FOR ITS PURPOSE,
THAT LESSOR IS NOT A MANUFACTURER OR ENGAGED IN THE SALE OR DIS-
TRIBUTION OF EQUIPMENT, THAT LESSOR HAS PURCHASED THE EQUIPMENT FROM
VENDORS OF LESSEE'S CHOICE, AND THAT LESSOR HAS NOT MADE AND DOES NOT
HEREBY MAKE ANY REPRESENTATION, EXPRESS WARRANTY, IMPLIED WARRANTY,
OR COVENANT WHATSOEVER WITH RESPECT TO TITLE, MERCHANTABILITY, CON-
DITION, QUALITY, DURABILITY, SUITABILITY OR FITNESS OF THE EQUIPMENT IN
ANY RESPECT OR IN CONNECTION WITH, OR FOR ANY PURPOSE OR USE OF LESSEE,
OR ANY OTHER REPRESENTATION, WARRANTY OR COVENANT OF ANY KIND OR
CHARACTER, EXPRESS OR IMPLIED, WITH RESPECT THERETO. Lessor shall, at
Lessee's sole expense take all action reasonably requested by Lessee to make available
to Lessee any rights of Lessor under any express or implied warranties of any
manufacturer or vendor of the Equipment.
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21. Assignment by Lessor of Rights under This Master Leasing Agreement and
Mortgages of Equipment to Assignee. Lessee acknowledges notice that Lessor will
finance its acquisition and ownership of the Equipment by borrowing and in that
connection may, as security, grant to an assignee chattel mortgages on the Equipment,
it being understood, however, that such chattel mortgages shall contain a provision to
the effect that as long as Lessee is not in default hereunder or under any lease executed
pursuant hereto, it shall be entitled to uninterrupted use of the Equipment on the terms
herein provided. Lessee also acknowledges notice of the possible assignment by the
Lessor to an assignee of the Rents and all other sums due and to become due hereunder,
all as security for obligations of the lessor to the assignee. After such assignment the
terms and provisions of this Master Leasing Agreement may not be altered, modified
or waived without the written consent of such assignee. After such assignment and
written notice thereof to the Lessee, the Lessee shall make payment of all Rents and
other payments due hereunder to the assignee designated in the notice and such payments
shall discharge the obligations of the Lessee to the Lessor hereunder to the extent of
such payments. The assignment by the Lessor to the assignee of rights hereunder shall
not transfer to the assignee the general title to Equipment or impose on the assignee
any of the duties or obligations of the Lessor hereunder, but in all other respects the
assignee shall have all the rights of the Lessor hereunder to the extent necessary to
realize upon Rents and other monies payable by the Lessee and to protect the assignee's
security interest in Equipment resulting from the chattel mortgage.

22. Identification Markings and Numbering. At or prior to the time of the
delivery of any Equipment to the Lessee by the Lessor, the Lessee shall cause to be
plainly, distinctly, permanently and conspicuously marked, placed or fastened upon each
unit of Equipment the following legend in letters not less than one inch in height:

"PROPERTY OF BLC CORPORATION, OWNER AND LESSOR"

and any other legend requested by the Lessor disclosing the interest of any mortgagee
in the Equipment. At or prior to the time of delivery of any railroad Equipment to
the Lessee, the Lessee shall cause one of its car reporting marks and designated car
numbers to be assigned to and marked and/or placed on each side of each unit of
Equipment delivered. At all times after delivery the Lessee will cause each unit of
Equipment to bear on each side thereof the aforesaid legend and the car number so
assigned to it. Such ecar reporting marks and designated car numbers shall not be
changed by the Lessee without the prior written consent of Lessor and any assignee
of Lessor. Lessee agrees to file all necessary and appropriate documents with the
Interstate Commerce Commission and/or any other authority as may be required under
Federal, state or local law, rules or regulations with respect to any such change in
car reporting marks and designated car numbers.

23. Leasing of Components. Lessee may lease components of Equipment, no
one of which components constitutes a completed unit of Equipment but all of which
components shall be assemblable and assembled into a completed unit of Equipment,
which Equipment and all ecomponents thereof are owned by Lessor and leased to Lessee
hereunder. The lease of each component shall be effective from the date of delivery
of such component and the Interim Leasing Record for such component shall be dated
such date. Where delivery is made on one or more components constituting less than
a completed unit of Equipment, Lessee shall cause all such delivered components to be
assembled into a completed unit of Equipment within six (6) months, or such longer
period as may be agreed upon in writing, after the first day of the calendar month
following the first of any such deliveries. On the Completion Date a Final Leasing
Record for such unit of Equipment shall be executed and the Interim Leasing Records
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for the components of the completed units of Equipment shall be cancelled as of the
same date. The Acquisition Cost of the completed unit of Equipment shall be the sum
of the Acquisition Cost of the components thereof and all reasonable labor and other
expenses to complete the unit of Equipment, and shall be amortized as provided in
Section I(f). Notwithstanding the foregoing, at least the provisions of Section 9 and
the first sentence of Section 11 of this Leasing Agreement shall apply as between
Lessor and Lessee with respect to all components from the time such components are
ordered by Lessor pursuant to a request from Lessee.

IN WITNESS WHEREOPF, Lessor and Lessee have duly executed this Master Leasing
Agreement as of the day and year first above written.

Yorm Appl”O.\’ed

LJDS BLC CORPORATION, Lessor

Attest: _ Counsel

By % %/DWM
oQ MmPresident

. SOUTHERN PACIFIC
- TRANSPORTATION COMPANY,
- o : Lessee,

4 A g "

A551stant Secretery

XA e A
S~ Title V0 Er:e&ideni— ang nggsunom

158
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STATE OF CALIFORNIA )
) SS:
COUNTY OF SAN FRANCISCO )
On this 2™ day of Dezomsen , 1983, before me personally appeared
P.A. SrmiTe , to me personally known, who, being by me duly
sworn, says that he is Vicer Acedio&EUr  TzemoeeR_ of Southern Pacific

Transportation Company, that one of the seals affixed to the foregoing instrument is
the corporate seal of said corporation, that said instrument was signed and sealed on
behalf of said corporation by authority of its Board of Directors and he acknowledged
that the execution of the foregoing instrument was the free act and deed of sald
corporation.

Not bli

My Commission Expires:

J. E) JURGENS
NOTARY PUBLIC-CALIFORNIA

, g_t;’), Princiodl Plzce of Busiress ia
\}i V¥ CITY AUD COUIIT( OF

{

s SAN FRAIIC 20
% My Commisslon Cxplics Nov. 1, 1983
T SRR
OO0 DR

STATE OF CALIFORNIA )
) SS:
COUNTY OF SAN MATEO )

On thls O¥n day ofkﬂﬁv\@ﬁ@/ , 1983, before me personally appeared
P Beons to me personally known, who, being by me duly
sworn, says that he is8R. Vice feesibErsT- of BLC Corporation, that one of the
seals affixed to the foregoing instrument is the corporate seal of said corporation, that
said instrument was signed and sealed on behalf of said corporation by authority of its
Board of Directors and he acknowledged that the execution of the foregoing instrument
was the free act and deed of said corporation.

Nigr € Cotacn)

Notary Public

My Commission Expires: FeR. Q\A; /935 ! -

\ DIANE K. ROBSON
NOTARY PUBLIC-CALIFORNIAS
. PRINCIPAL OFFICE IN
SAN MATEO COUNTY

My Commlulon Explres Feb 22, 1985

Py

Essenazraseianesng
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SCHEDULE A

Equipment Description

/422?‘/4

Twelve used General Motors Corporation, Electro-Motive Division Model SD-45,

6 axel, 3600 horsepower locomotives.

Upon completion of reconstruction the locomotives

will be rated at 3200 horsepower. The locomotives shall bear the following unit numbers

before and after reconstruction:

SP Unit Number

Old

9076
9078
9106
9122
9131
9136
8825
- 8862
8807

8928
8963

8921

New

7489
7490
7491
7492
7493
7494
7495
7496
7497
7498
7499
7500



@

SCHEDULE B

Master Leasing Agreement, dated as of December 1, 1983, between BLC
Corporation, as lessor, and Southern Pacific Transportation Company, as lessee.

The Payment Periods specified below shall correspond to the Amortization
Commencement Date and the first day of each month thereafter.

The Basic Amortization Amount and the Balance are based on a $1,000,000
schedule. o

Payment Periods Basic Amortization Amount Balance -
1 4601.66 995398.34
2 4643.94 990754.40
3 4686.60 986067.80
4 4729.66 981338.14
5 4773.12 976565.02
6 4816.97 971748.05
7 4861.22 966886.83
8 4905.89 961980.94
9 4950.96 957029.98
10 4996.45 952033.53
11 5042.35 946991.18
12 5088.68 941902.50
13 5135.43 936767.07
14 5182.61 931584.46
15 5230.23 926354.23
16 5278.28 921075.95
17 5326.77 915749.18
18 5375.71 910373.47
19 5425.10 904948.37
20 5474.95 899473.42
21 5525.25 893948.17
22 5576.01 888372.16
23 5627.24 882744.92
24 5678.94 877065.98
25 5731.12 871334.86
26 5783.717 865551.09
27 5836.91 859714.18
28 5890.54 853823.64
29 5944.66 847878.98
30 5999.27 841879.71
31 6054.39 835825.32
32 6110.01 829715.31
33 6166.15 823549.16

34 6222.80 817326.36



)

e

_Payment Periods

35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
95
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86

Basic Amortization Amount

6279.97
6337.67
6395.90
6454.66
6513.96
6573.81
6634.21
6695.16
6756.67

6818.75 .

6881.39
6944.62
7008.42
7072.81
7137.79
7203.37
7269.55
7336.34
7403.74
7471.77
7540.41
7609.69
7679.60
7750.16
7821.36
7893.22
7965.74
8038.93
8112.79
8187.32
8262.54
8338.45
8415.06
8492.38
8570.40
8649.14
8728.61
8808.80
8889.73
8971.41
9053.83
9137.01
9220.96
9305.68
9391.17
9477.45
9564.53
9652.40
9741.08
9830.58
9920.90
10012.05

Balance

811046.39
804708.72
798312.82
791858.16
785344.20
778770.39
772136.18
765441.02
758684.35
751865.60
744984.21
738039.59
731031.17
723958.36
716820.57
709617.20
702347.65
695011.31
687607.57
680135.80
672595.39
664985.70
657306.10
649555.94
641734.58
633841.36
625875.62
617836.69
609723.90
601536.58
593274.04
584935.59
576520.53
568028.15
559457.75
550808.61
542080.00
533271.20
524381.47
515410.06
906356.23
497219.22
487998.26
478692.58
469301.41
459823.96
450259.43
440607.03
430865.95
421035.37
411114.47
401102.42
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Payment Periods

.15B.2

87
88
89
90
91
92
93
94
95
96
97
98
99
100
101

102

103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119
120

Basic Amortization Amount

10104.03
10196.86
10290.55
10385.09
10480.50
10576.79
10673.97
10772.03
10871.00
10970.88
11071.67
11173.40
11276.05
11379.65
11484.20
11589.71
11696.19
11803.65
11912.10
12021.54
12131.99
12243.45
12355.94
12469.46
12584.02
12699.64
12816.31
12934.06
13052.89
13172.82
13293.84
13415.98
13539.24
13662.92

Balance

390998.39
380801.53
370510.98
360125.89
349645.39
339068.60
328394.63
317662.60
306751.60
295780.72
284709.05
273535.65
262259.60
950879.95

239395.75 -

227806.04
216109.85
204306.20
192394.10
180372.56
168240.57
155997.12
143641.18
131171.72
118587.70
105888.06
93071.75
80137.69
67084.80
53911.98
40618.14
27202.16
13662.92
0.00



