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Washington, D.C.

Dear Madam:

Enclosed for recordation under the provisions of 49 U.S.C.
§11303(a) are two counterparts .of a Conditional Sale Agreement
dated as of September 30, 1979 and a Conditional Sale Agreement
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1 thereto ("Documents”).

The names and adfiresses of the parties to the Documents are,

Continental Illinois National Bank and
Trust Company of Chicago

231 South LaSalle Street

Chicago, Illinois 60693

Illinois Central Gulf Railroad Company
233 North Michigan Avenue
Chicago, Illinois 60601

A general description of the railroad equipment covered by
the Documents is set forth in the attached Schedule I to Con-

ditional Sale Agreement Supplement No.

1.

The undersigned is agent for the Vendor named above for the
purpose of recording the Documents and has knowledge of the matters

set forth therein.

AN




Agatha L. Mergenovich, Secretary
May 1, 1980
Page Two

Please return the counterparts of the Documents not needed
for recordation purposes to Cary J. Malkin, Esq., Mayer, Brown
& Platt, 231 South LaSalle Street, Chicago, Illinois 60604 or to
the bearer hereof.

Also enclosed is a check in the amount of $60.00 payable to
the order of the Interstate Commerce Commission covering the re-
quired recordation fees.

Very truly yours,

ALVORD AND ALVORD

Agent for Continental Illinois
National Bank and Trust Company
of Chicago

By %&.7‘1&%

Charles T. Kapvler
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CONDITIONAL SALE AGREEMENT, dated as of September
30, 1979, between CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO (herein called the "Vendor")
and ILLINOIS CENTRAL GULF RAILROAD COMPANY, a Delaware
corporation (herein called the "Railroad").

WHEREAS, Mississippi Valley Company, a Delaware
corporation (herein called the "Selling Subsidiary"), and the
Railroad intend from time to time to sell and deliver Equipment
(as hereinafter defined) to the Vendor; and

WHEREAS, the Vendor has agreed to sell and deliver to
the Railroad, and the Railroad has agreed to purchase, the
Equipment;

NOW, THEREFORE, in consideration of the mutual promises,
covenants and agreements hereinafter set forth, the parties
hereto do hereby agree as follows:

Article 1. Certain Definitions. Certain terms not
otherwise defined in this Agreement shall have the following
meanings:

"Agreement" shall mean this Conditional Sale Agreement,
as the same may be amended or supplemented (including as
supplemented by Supplements) from time to time.

"Annual Payment Date" shall have the meaning given
thereto in Article 5 hereof.

"Annual Period" shall mean the period from and including
January 1 to and including December 31, with the first such
period commencing on January 1, 1980.

"Base Value" shall mean, for each unit of Equipment,
75% of the Market Value of such unit.

"Casualty Occurrence" shall have the meaning given
thereto in Article 9 hereof.

"Certificate of Acceptance" shall mean a certificate
of the Railroad in the form of Exhibit B hereto.

"Code"™ shall mean the Internal Revenue Code of 1954,
as amended.

"Closing Date" shall mean the date when all requirements
listed in Article 4 hereof for a Supplement have been met by
the Railroad.

"Commitment Fee" shall mean an amount equal to 1/2 of
1% per annum on the daily average of (i) (A) $25,000,000 (or




such reduced amount as may be fixed by the Railroad pursuant
to the fifth paragraph of Article 5 hereof) minus (ii) the
Principal, payable quarterly for the preceding three calendar
months as more fully provided in Article 5 hereof.

"Compliance Certificate" shall mean a certificate of
the Company in the form of Exhibit F hereto, with such changes
therein as the Vendor from time to time may reasonably request
for the purpose of having such certificate more fully disclose
the matters required to be certified therein and the method
of computation thereof.

"Conditional Sale Price Base™ shall mean the lesser
of (i) $25,000,000 (or such reduced amount as may be fixed by
the Railroad pursuant to the fifth paragraph of Article 5 hereof)
or (ii) the aggregate Base Value of all Equipment subjected
to Supplements.

"Consolidated Mortgage" shall mean the Consolidated
Mortgage, dated November 1, 1949, from Illinois Central Railroad
Company to Guaranty Trust Company of New York, as Trustee, as
from time to time hereafter amended or supplemented.

"Employee Benefit Plan" shall have the meaning set forth
in Section 3(3) of ERISA.

"Equipment" shall mean items of railroad rolling stock
(other than passenger or work equipment of types other than
locomotives) described in one or more Supplements hereto.

"ERISA" shall mean the Employee Retirement Income
Security Act of 1974.

"Event of Default" shall mean any of the events described
in Article 19 hereof.

"ICC" shall mean the Interstate Commerce Commission
of the United States of America or any successor thereto.

"Independent Appraiser" shall have the meaning given
thereto in Article 4(a)(iv) hereof.

"Market Value" shall mean for each unit of the Equipment
an amount equal to the market value thereof (as determined by
an Independent Appraiser).

"Plan" shall mean any plan described in Section 4021 (a)
of ERISA and not excluded pursuant to Section 4021(b) thereof
under which the Railroad or any Related Company has contributed.

"Prime Rate" shall mean the rate per annum from time
to time announced by the Vendor for 90-day unsecured commercial




loans made at Chicago, Illinois to large commercial borrowers
of the highest credit standing.

"Principal" shall mean, at any date, (i) the lesser
of the Conditional Sale Price Base or the Vendor Purchase Price,
minus (ii) that portion of the amount described in clause (i)
of this definition which has been previously paid to the Vendor
by the Railroad pursuant to this Agreement.

"Related Company" shall mean any trade or business,
whether or not incorporated, which, together with the Railroad,
is under common contreol as described in Section 414(c) of the
Code.

"Service Fee" shall mean an amount equal to 7% of
the Prime Rate from time to time in effect times $25,000,000
(or such reduced amount as may be fixed by the Railroad pursuant
to the fifth paragraph of Article 5 hereof), payable gquarterly
in advance for the next succeeding quarterly period as more
fully provided in Article 5 hereof; provided, that if the
Railroad reduces the maximum potential amount of the Conditional
Sale Price Base pursuant to the fifth paragraph of Article 5
hereof at any time during the quarter following the payment
of such Service Fee and the Railrcad shall have paid to the
Vendor all amounts then payable by the Railroad hereunder, the
Vendor will pay to the Railroad promptly after the close of
such quarter the excess, if any, of the Service Fee paid to
the Vendor for such quarter over the Service Fee which would
have been payable for such quarter to the Vendor on the basis
of the daily average of the maximum potential amount of the
Conditional Sale Price Base during such quarter.

"Subsidiary"” shall mean any corporation of which more
than 50% (by number of votes) of the Voting Stock is owned by
the Railroad or one or more corporations which are themselves
Subsidiaries of the Railroad within the meaning of this
definition.

"Supplement” shall mean a Conditional Sale Agreement
Supplement in the form of Exhibit A hereto which may be executed
and delivered from time to time by the Vendor and the Railroad.

"Unmatured Event of Default" shall mean any event which,
if it continues uncured will, with lapse of time or notice or
lapse of time and notice, constitute an Event of Default.

*Vendor Purchase Price" shall mean, at any date, the
amount then and theretofore paid by the Vendor to the Selling
Subsidiary and the Railroad, as appropriate, for the purchase
of the Equipment.




"Voting Stock" shall mean securities of any class or
classes, the holders of which are ordinarily entitled to elect
a majority of the corporate directors (or persons performing
similar functions}.

Article 2. Sale and Delivery. Pursuant to this
Agreement, the Vendor from time to time will sell and deliver
to the Railroad, and the Railroad from time to time will purchase
from the Vendor and accept delivery of and pay for (as
hereinafter provided), the Equipment identified in Supplements
which may be executed and delivered from time to time. The
unit or units of Equipment subject to a Supplement shall be
presented to an inspector of the Railroad for inspection, and
if each such unit is found to be in good order, such inspector
or an authorized representative of the Railroad shall execute
and deliver to the Vendor a Certificate of Acceptance stating
that such unit or units have been inspected and accepted on
behalf of the Vendor and are marked in accordance with Article
8 hereof.

On delivery of each such unit hereunder at the place
specified for delivery, the Railroad will assume the
responsibility and risk of, and shall not be released from its
obligations hereunder in the event of, any damage to or the
destruction or loss of such unit.

Article 3. Warranties of the Railroad. To induce the
Vendor to make the sale hereunder, the Railroad warrants to
the Vendor that:

(a) Corporate Existence, etc. It is a corporation
duly existing and in good standing under the laws of the State
of Delaware; each Subsidiary is a corporation duly existing
and in good standing under the laws of the State of its
respective incorporation; each of the Railroad and each
Subsidiary has all requisite power and authority and all
necessary licenses and permits to own and operate its properties
and to carry on its business as now conducted and as presently
proposed to be conducted; and each of the Railroad and each
Subsidiary has duly qualified and is authorized to do business
and is in good standing as a foreign corporation in each
jurisdiction where the character of its properties or the nature
of its activities makes such qualification necessary.

(b) Power, Authorization, etc. The execution,
delivery and performance by the Railroad of this Agreement and
the other transactions contemplated in connection herewith (i)
are within the corporate powers of the Railroad, (ii) have been
duly authorized by all necessary corporate action (including,
without limitation, all necessary shareholder action) of the
Railroad, (iii) have received, or the Railroad has given, as




appropriate, all necessary consents, approvals or authorizations
of, or notices to, any Federal or State governmental authorities
or regulatory bodies, (iv) do not and will not conflict with,
result in a violation of, or constitute a default under, any
provision of law, or of the charter or by-laws of the Railroad

or of any agreement or indenture or court or administrative
decree or order binding upon or applicable to the Railroad,

and (v) do not and will not subject any of the Equipment to

any claims, liens, security interests or other encumbrances
created by the Consolidated Mortgage or any other indenture

or agreement binding upon the Railroad (except liens of the
Vendor pursuant to this Agreement). Without limiting the
foregoing, the Railroad has in the negotiation, execution and
delivery of this Agreement complied in all respects with (A)

the competitive bidding requirements of 15 U.S.C. § 20 and the
regulations prescribed by the ICC in 49 C.F.R. Part 1010 pursuant
to 15 U.S.C. § 20 and (B) 111-2/3 Ill. Rev. Stat. §§ 8a and
27(c).

(c} Binding Obligation. This Agreement is the
legal, valid and binding obligation of the Railroad enforceable
in accordance with its terms.

(d) Financial Statements. Its audited consolidated
financial statement as at December 31, 1978 and its unaudited
consolidated financial statement as at June 30, 1979, copies
of which have been furnished to the Vendor, have been prepared
in conformity with generally accepted accounting principles
(subject to conforming railroad qualifications) applied on a
basis consistent with that of the preceding fiscal year, and
accurately present the financial condition of the Railroad and
its Subsidiaries as at such dates and the results of their
operations for the periods then ended, and since such dates
there has been no material adverse change in their financial
condition or operations.

(e) Litigation. Except as described in Exhibit
C, no litigation (including, without limitation, derivative
actions), arbitration proceedings or governmental proceedings
are pending or threatened against the Railroad or any Subsidiary
which will materially and adversely affect the consolidated
financial condition or continued operations of the Railroad
and its Subsidiaries. Other than any liability incident to
such litigation or proceedings, neither the Railrocad nor its
Subsidiaries have any material contingent liabilities not
provided for or disclosed in the financial statements referred
to in paragraph (d) of this Article 3.

(f) Subsidiaries. It has no Subsidiaries except
those listed on Exhibit D.
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(9) ERISA. To the best knowledge of the Railroad,
no Reportable Event (as described in Section 4043(b) of ERISA)
currently under consideration by the Pension Benefit Guaranty
Corporation (herein called the "PBGC") may reasonably result
in any material liability to the PBGC with respect to any Plan,
and neither the Railroad nor any Related Company has incurred

any liability to the PBGC under Sections 4062, 4063 or 4064
of ERISA.

(h) Margin Stock. The Railroad is not engaged
principally, or as one of its important activities, in the
business of extending credit for the purpose of purchasing or
carrying margin stock (within the meaning of Regulation U of
the Board of Governors of the Federal Reserve System).

(i) Holding Company. Neither the Railroad nor
any Subsidiary is a "holding company", or a "subsidiary company"”
of a "holding company", or an "affiliate" of a "holding company”
or of a "subsidiary company” of a "holding company", within
the meaning of the Public Utility Holding Company Act of 1935,
as amended.

Article 4. Conditions to Obligations of the Vendor.
The obligation of the Vendor from time to time to purchase items
from the Selling Subsidiary or the Railroad and sell and deliver
the Equipment to the Railroad is subject to the following
conditions precedent:

(a) Notice. The Vendor shall have received at
least five days' written notice of the Railroad's desire to

purchase Equipment with an aggregate Market Value of at least
$5,000,000.

(b) Closing Documents. In addition to the
conditions precedent specified in paragraph (c) of this Article
4, the Vendor shall have received each of the following, dated
the Closing Date (or such other date acceptable to the Vendor)
and in form and substance satisfactory to the Vendor:

(i) Supplement. A Supplement;

{ii) Bills of Sale. Bills of sale from the Selling
Subsidiary or the Railroad, as appropriate, transferring
all its right, title and interest in and to the Equipment
to the Vendor and warranting to the Vendor that at the
time of delivery of each unit of Equipment to the Vendor,
the Selling Subsidiary or the Railroad, as appropriate,
had legal title to such unit and good and lawful right
to sell the same and title to such unit was, at the time
of such delivery, free from all claims, liens, security
interests and other encumbrances of any nature whatsoever;




(iii) Certificate of Acceptance. A Certificate of
Acceptance for the Equipment from the Railroad as
contemplated by Article 2 of this Agreement dated the
Closing Date and addressed to the Vendor:

(iv) Appraiser. An opinion of Alexander Kerr, C.F.A.
or other independent appraiser satisfactory to the Vendor
(herein called the "Independent Appraiser™), dated not
more than one year before the Closing Date, stating:

(A) that he has knowledge of the units of Equipment; (B)
the Market Value and useful life of each unit of Egquipment;
and (C) that the aggregate Market Value of all Equipment
subject to the Supplement is at least equal to 132% of

the Vendor Purchase Price as of the Closing Date;

(v) Secretary's Certificate as to Resolutions.
A certificate of the Secretary or an Assistant Secretary
of the Railroad as to resolutions of the Board of Directors
of the Railroad authorizing or ratifying the execution,
delivery and performance of this Agreement and the
Supplements;

(vi) Approvals. Certified copies of all documents
evidencing any necessary corporate action, consents and
governmental approvals (including, without limitation,
the approval of the Illinois Commerce Commission pursuant
to 111-2/3 Ill. Rev. Stat. §§ 8a and 27(c)) with respect
to this Agreement and the other transactions contemplated
hereunder or in connection herewith.

(vii) Officers and Incumbency. A certificate of
the Secretary or an Assistant Secretary of the Railroad
certifying the names of the officer or officers of the
Company authorized to sign this Agreement and other
documents provided for in this Agreement (including,
without limitation, Certificates of Acceptance) together
with a sample of the true signature of each such officer.

(viii) 1Insurance. Certified copies of, or original
certificates of insurance with respect to, all insurance
policies required to be maintained with respect to the
Equipment.

(ix) Filings and Recordations. Proof that this
Agreement and all Supplements hereto (and/or financing
statements or similar notice thereof if and to the extent
permitted or required by applicable law), have been duly
filed, recorded or deposited with the ICC in accordance
with Section 11303 of the Interstate. Commerce Act, the
Secretary of State of Illinois, the Registrar General




of Canada pursuant to Section 86 of the Railway Act of
Canada (with notice of such deposit to be published in

The Canada Gazette) and in such other places as the Vendor
may reasonably request.

(x}) Opinion of Railroad's Counsel. An opinion
of P. W. Johnston, Jr., Esq., Vice President-Law of the
Railroad, in the form of Exhibit E.

(xi) Opinions of ICC and Canadian Counsel. An
opinion of Messrs. Alvord and Alvord, special ICC counsel,
and Messrs. McCarthy & McCarthy, special Canadian counsel.

(xii) Compliance Certificate. A Compliance
Certificate dated the Closing Date and containing
computations which are not more than thirty days old.

(xiii) Other Items. Such other certificates,
documents, opinions and further assurances as the Vendor
shall have reasonably requested.

(c) Further Conditions. The obligation of the
Vendor to make any purchase and sale of Equipment on any Closing
Date is subject to the following further conditions precedent
that:

(i) Default. No Event of Default or Unmatured
Event of Default shall have occurred and be continuing.

(ii) Warranties. The warranties of the Railroad
contained in Article 3(a), (b), (c), (f), (9), (h) and
(i) shall be true and correct as of the Closing Date with
the same effect as though made on such Closing Date.

(iii) Net Worth. The Railroad's net worth, based
on the most recent gquarterly report furnished to the Vendor
pursuant to Article 15(b), shall not have declined by
10% or more from the quarter prior to the period of such
quarterly report.

(iv) Litigation. No litigation (including, without
limitation, derivative actions), arbitration proceedings
or governmental proceedings not disclosed in writing by
the Railroad to the Vendor prior to the date of the last
previous Closing Date hereunder (or, in the case of the
initial Closing Date, in Exhibit C) shall be pending or
known to be threatened against the Railroad or any
Subsidiary, and no material development not so disclosed
shall have occurred in any litigation (including, without
limitation, derivative actions), arbitration proceedings
or governmental proceedings so disclosed, which in the




opinion of the Vendor is likely to materially adversely
affect the financial position or business of the Railroad
or impair the ability of the Railroad to perform its
obligations under this Agreement.

(v) Certification. The Vendor shall have received
a certificate of the President, any Vice President or
the Treasurer of the Railroad as to the matters set forth
in clauses (i) through (iv) of this subsection (c¢) and
such other documents as the Vendor may request in support
thereof.

Article S. Principal and Payment, etc. Subject to
the terms and conditions hereof, the Railroad may from time
to time purchase Equipment hereunder. The Railroad hereby
acknowledges itself to be indebted to the Vendor in the amount
of the Principal and hereby promises to pay to the Vendor at
such place as the Vendor may designate: (i) on December 31
of each Annual Period (herein called the "Annual Payment Date"),
commencing December 31, 1981 until December 31, 1985 an amount
equal to 6.67% of the then Principal (herein such amount is
called the "Annual Installment Payment"); provided, however,
that if during the Annual Period to which the Annual Installment
Payment relates the Vendor has purchased from the Selling
Subsidiary or the Railroad and sold to the Railroad additional
Equipment pursuant to Supplements, the Annual Installment Payment
required for that Annual Period shall be reduced by the aggregate
Base Value of such additional Equipment; and (ii) on December,
1985 an amount equal to the then remaining portion of the
Principal.

The Principal shall bear interest (a) (i) from
September 30, 1979, through December 31, 1981 at the Prime Rate
from time to time in effect, (ii) from January 1, 1982 through
December 31, 1983 at the sum of (A) 1/4 of 1% plus (B) the Prime
Rate from time to time in effect, and (iii) from January 1,
1984 until maturity, at the sum of (A) 1/2 of 1% plus (B) the
Prime Rate from time to time in effect; and (b) after maturity,
whether by acceleration or otherwise, until paid at the sum
of (A) 1-1/2% plus (B) the Prime Rate from time to time in effect
(but not less than the Prime Rate in effect at maturity). Such
interest shall be payable, to the extent accrued, on March 31,
June 30, September 30 and December 31 in each year, commencing
December 31, 1979. The Commitment Fee shall be payable (i) on
March 31, June 30, September 30 and December 31 in each year
for the preceding three calendar months, commencing December
31, 1979, and (ii) on December 31, 1985 for any period then
ending for which the Commitment Fee shall not have been
theretofore paid. The Service Fee shall be payable on March
31, June 30, September 30 and December 31 in each year in advance
for the next succeeding quarterly period, commencing
December 31, 1979.



The provisions of this Article 5 are subject to the
provisions of Article 1l6(b).

All interest and fees under this Agreement shall be
calculated on the basis of a 360-day year of twelve 30-day
months.

All payments provided for in this Agreement shall be
made in immediately available funds. The Railroad may prepay
any portion of the Principal prior to the date it becomes due;
provided, however, that any such prepayment must be in an
integral multiple of $10,000 but not less than $5,000,000.

Any such prepayment must be accompanied by interest accrued
thereon to the date of such prepayment. Any such prepayment
shall be so applied to reduce installments of the principal
thereafter falling due in the inverse order of maturity thereof.
The making of a prepayment under this paragraph shall not prevent
the Railroad from making future purchases hereunder.

. The Railroad may from time to time on at least 10 days'
prior written notice received by the Vendor reduce the maximum
potential amount of the Conditional Sale Price Base, but only
upon repayment of the amount, if any, by which the Principal
exceeds such reduced maximum potential amount. Any such
reduction shall be in an integral multiple of $10,000 but not
less than $5,000,000. Any prepayment required hereunder as
a result of such reduction must be accompanied by interest
accrued thereon to the date of such prepayment. Any such
prepayment shall be applied to reduce installments of the
Principal thereafter falling due in the inverse order of maturity
thereof.

In the event the Vendor, pursuant to Article 18 hereof,
assigns all or a portion of the right to receive the payments
herein provided to be made by the Railroad, the assignee or
the assignees thereof may request the Railroad to make and the
Railroad shall make such payments to it at such address as shall
be supplied to the Railroad by the assignee.

Article 6. Taxes. All payments to be made by the
Railroad hereunder will be free of expense to the Vendor for
collection or other charges and will be free of expense to the
Vendor with respect to the amount of any local, state, federal
or foreign taxes (other than net income, gross receipts (except
gross receipts taxes in the nature of or in lieu of sales or
use taxes), excess profits and similar taxes levied on the
Vendor) or license fees, assessments, charges, fines or penalties
hereafter levied or imposed upon or in connection with or
measured by, this Agreement or any sale, use, payment, shipment,
delivery or transfer of title under the terms hereof or in

-10-



connection herewith (all such expenses, taxes, license fees,
assessments, charges, fines and penalties being herein called
"Impositions"), all of which Impositions the Railroad assumes
and agrees to pay on demand. The Railroad will alsoc pay promptly
all Impositions which may be imposed upon the Equipment delivered
to it or for the use or operation thereof or upon the earnings
arising therefrom or upon the Vendor solely by reason of its
interest therein and will keep at all times all and every part
of the Equipment free and clear of all Impositions which might
in any way affect the security interest of the Vendor or result
in a lien upon any part of the Equipment; provided, however,
that the Railrcad shall be under no obligation to pay any
Impositions of any kind so long as (i) it is contesting in good
faith and by appropriate legal proceeding such Impositions,

(ii) it has established and maintained an adeguate reserve
therefor in accordance with generally accepted accounting
principles, and (iii) the nonpayment thereof does not, in the
opinion of the Vendor, adversely affect the interest or rights
of the Vendor in or to the Equipment or otherwise under this
Agreement. If any such Impositions shall have been charged

or levied against the Vendor directly and paid by the Vendor,
the Railroad shall reimburse the Vendor upon presentation of

an invoice therefor, and any amounts so paid by the Vendor shall
be secured by and under this Agreement.

Article 7. Security Interest in the Equipment. The
Vendor shall and hereby does retain a security interest in the
Equipment until the Railroad shall have made all its payments
under this Agreement and shall have kept and performed all its
agreements herein contained, notwithstanding the delivery of
the Equipment to and the possession and use thereof by the
Railroad as provided in this Agreement. Any and all additions
to the Equipment, any and all replacements of the Equipment
and of parts thereof and additions thereto, shall constitute
accessions to the Equipment and shall be subject to all the
terms and conditions of this Agreement and included in the term
"Equipment"” as used in this Agreement.

Except as otherwise specifically provided in Article
9 hereof, when and only when the full Principal, together with
interest and all other payments as herein provided, shall have
been paid, and all the Railroad's obligations herein and in
the Supplements contained shall have been performed by the
Railroad, shall absolute right to the possession of, title to
and property in the Equipment pass to and vest in the Railroad
without further transfer or action on the part of the Vendor.
The Vendor, however, if so requested by the Railroad at that
time, will (a) execute a bill or bills of sale (without
warranties or representations of any kind or nature whatsoever)
for the Equipment transferring and releasing its interest therein
to the Railroad or upon its order, free of all liens, security

-11-



interests and other encumbrances created or retained hereby,
(b) deliver such bill or bills of sale to the Railroad at its
address referred to in Article 24 hereof and (c) execute and
deliver at the same place, for filing, recording or depositing
in all necessary public offices, such instrument or instruments
in writing as may be necessary or appropriate in order then

to make clear upon the public records the release of the security
‘interest of the Vendor in the Equipment. The Railroad hereby
waives and releases any and all rights, existing or that may

be acquired, in or to the payment of any penalty, forfeit or
damages for failure to execute and deliver such bill or bills
of sale or instrument or instruments or to file any certificate
of payment in compliance with any law or statute requiring the
filing of the same, except for failure to execute and deliver
such bill or bills of sale or instrument or instruments or to
file such certificate within a reasonable time after written
demand by the Railroad.

Article 8. Marking of the Equipment. The Railroad
will cause each unit of the Equipment to be kept numbered with
its identifying number as set forth in the appropriate
Supplement, and will keep and maintain, plainly, distinctly,
permanently and conspicuously marked on each side of each unit,
in letters not less than one inch in height, the legend:
"SUBJECT TO A CONDITIONAL SALE AGREEMENT FILED UNDER SECTION
11303 OF THE INTERSTATE COMMERCE ACT", or other appropriate
markings approved by the Vendor, with appropriate changes thereof
and additions thereto as from time to time may be required by
law in order to protect the Vendor's interest in the Equipment
and its rights under this Agreement. The Railroad will not
place any such unit in operation or exercise any control or
dominion over the same until such markings have been made thereon
and will replace promptly any such markings which may be removed,
defaced or destroyed. The Railroad will not change the number
of any unit of the Equipment except in accordance with a
statement of new number or numbers to be substituted therefor,
which statement previously shall have been filed with the Vendor
by the Railroad and filed, recorded and deposited by the Railroad
in all public offices where this Agreement or notice hereof
shall have been filed, recorded and deposited.

Except as provided in the immediately preceding
paragraph, the Railroad will not allow the name of any person,
association or corporation to be placed on any unit of the
Equipment as a designation that might be interpreted as a claim
of ownership; provided, however, that the Railroad may cause
the Equipment to be lettered with the names or initials or other
insignia of the Railroad or its affiliates.
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Article 9. Casualty Occurrences.

(a) Prepayments. In the event that any unit of
the Equipment (i) is in a condition for a period of nine
consecutive months which would require in accordance with the
Railroad's normal practice its inclusion for such nine month
period in bad order reports (or reports made in substitution
therefor) to be made to the AAR (as hereinafter defined) or
any sucessor thereto (it being understood that currently bad
order reports are made on a monthly basis on AAR form CS-60),
or (ii) shall be worn out, lost, stolen, destroyed, irreparably
damaged or otherwise rendered permanently unfit for use from
any cause whatsoever, or (iii) shall be taken or requisitioned
by condemnation or otherwise (any such occurrence being herein
called "Casualty Occurrence”), the Railroad shall promptly and
fully inform the Vendor in regard thereto (after it has knowledge
of such Casualty Occurrence). When the aggregate Market Value
of all such units having suffered a Casualty Occurrence
(exclusive of units having suffered a Casualty Occurrence with
respect to which a payment previously shall have been made to
the Vendor pursuant to this Article 9) hereunder shall exceed
$100,000, the Railroad, within 10 days after it has knowledge
of such event, shall promptly pay to the Vendor as a prepayment
of the Principal a sum equal to the product of (i) a fraction,
the numerator of which is the Market Value of the Equipment
having suffered a Casualty Occurrence (exclusive of units having
suffered a Casualty Occurrence with respect to which a payment
previously shall have been made to the Vendor pursuant to this
Article 9) and the denominator of which is the Market Value
of the Equipment then subject hereto (including the Market Value
set forth as the numerator), times (ii) the outstanding amount
of Principal on the day preceding such prepayment; provided,
however, that if the Vendor purchases from the Railroad or the
Selling Subsidiary and sells to the Railroad pursuant to a
Supplement additional equipment with an aggregate Market Value
at least equal to the aggregate Market Value of the units having
suffered a Casualty Occurrence for which a prepayment is to
be made, then the prepayment of Principal will not be required.
Such prepayment shall be accompanied by interest accrued thereon
to the date of payment.

(b) Disposition After Casualty. In order to
facilitate the sale or other disposition of any Equipment
suffering a Casualty Occurrence, the Vendor shall, upon request
of the Railroad, after payment by the Railrocad of the sum
described in paragraph (a) of this Article 9 or the substitution
of additional equipment pursuant to the proviso to the second
sentence of said paragraph (a), execute and deliver to the
Railroad or the Railrocad's vendee, assignee or nominee, a bill

-13=-



of sale (without warranties or representations of any kind or
nature whatsoever) for such Equipment, and such other documents
as may be required to release such equipment from the terms

and scope of this Agreement, all in such form as may be
reasonably requested by the Railroad.

Article 10. Insurance. The Railroad will at all times
prior to the payment of the Principal, together with interest
thereon and all other payments required hereby, at its own
expense, cause to be carried and maintained insurance in respect
of the Equipment at the time subject hereto in amounts and
against risks customarily insured against by railroad companies
on similar equipment, and in any event in amounts and against
risks comparable to those insured against by the Railroad on
similar equipment owned or leased by it.

Article 11. Maintenance; Compliance with Laws and Rules.
During the term of this Agreement, the Railroad shall use the
Equipment only in the manner for which it was designed and
intended and so as to subject it only to ordinary wear and tear.
The Railroad shall, at its own cost and expense, maintain and
keep the Equipment in good order, condition and repair, ordinary
wear and tear excepted, suitable for use in interchange (if
and to the extent permitted by the Interchange Rules or
supplements thereto of the Association of American Railroads
(herein called the "AAR")). Except as required or permitted
by the provisions of this Article 11, the Railroad shall not
modify any Equipment without the prior written authority and
approval of the Vendor, which authority and approval shall not
be unreasonably withheld.

Without limiting the foregoing, the Railroad agrees
to comply with all insurance policies covering the Equipment
and all governmental laws, regulations, requirements and rules
(including, without limitation, the rules of the United States
Department of Transportation, the ICC and, if and to the extent
permitted thereby, the current Interchange Rules or supplements
thereto of the Mechanical Division, AAR) as the same may be
in effect from time to time with respect to the use, maintenance
and operation of the Equipment. In case any eguipment or
appliance is reasonably interpreted as being required to be
installed on any Equipment in order to comply with such laws,
regulations, requirements and rules, the Railroad agrees to
make such changes, additions and replacements at its own expense;
provided, however, that the Railroad may, in good faith and
by appropriate legal proceedings, contest the validity or
application of any such law, regulation, requirement or rule
in any reasonable manner which does not, in the opinion of the
Vendor, adversely affect the property or rights of the Vendor.
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Article 12, Possession and Use. The Railroad, so long
as an Event of Default shall not have occurred under this
Agreement and be continuing and subject to all the terms and
conditions of this Agreement, shall be entitled to the possession
of the Equipment and the use thereof in the continental United
States and Canada upon the lines of railroad owned or operated
by it either alone or jointly with others and whether under
lease or otherwise, or upon the lines of railroad owned or
operated by any railroad company controlled by, or under common
control with, the Railroad, or over which it has trackage rights,
or upon connecting and other carriers in the usual interchange
of traffic or pursuant to run-through agreements.

Article 13. Prohibition Against Liens. The Railroad
will pay or discharge any and all sums claimed by any party
from, through or under the Railroad or its successors or assigns
which, if unpaid, might become a lien, charge or security
interest on or in the Equipment, or any unit thereof, equal,
junior or superior to the Vendor's interest therein; provided,
however, that the Railroad shall be under no obligation to pay
or discharge any such claim so long as it is contesting in good
faith and by appropriate legal proceedings such claim and the
nonpayment thereof does not, in the opinion of the Vendor,
adversely affect the property or rights of the Vendor in or
to the Equipment or otherwise under this Agreement. Any amounts
paid by the Vendor in discharge of liens, charges or security
interests upon the Equipment shall be secured by and under this
Agreement.

This covenant will not be deemed breached by reason
of liens for taxes, assessments or governmental charges or
levies, in each case not due and delingquent, or undetermined
or inchoate materialmen's, mechanics', workmen's, repairmen's
or other like liens arising in the ordinary course of business
and, in each case, not delinguent.

Article 14. Railrocad's Indemnities. The Railroad agrees
to indemnify, protect and hold harmless the Vendor from and
against all losses, damages, costs, penalties, forfeitures,
injuries, liabilities, claims and demands whatsoever, regardless
of the nature or cause thereof, and expenses in conhection
therewith, including counsel fees, arising out of retention
by the Vendor of a security interest in the Equipment, the use
and operation thereof by the Railroad during the period when
said security interest remains in the Vendor or the transfer
of said security interest in the Equipment by the Vendor  pursuant
to any of the provisions of this Agreement. This covenant of
indemnity shall continue in full force and effect notwithstanding
the full payment of all sums due under this Agreement, or the
satisfaction, discharge or termination of this Agreement in
any manner whatsoever.
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Article 15. Reports, Certificates and Other Information.
The Railroad will furnish to the Vendor:

(a) Annual Reports. Within 120 days after each
fiscal year of the Railroad, (i) a copy of an annual audit report
of the Railroad and any consolidated Subsidiaries, prepared
on a consolidated basis and in conformity with generally accepted
accounting principles (subject to conforming railroad
qualifications) applied on a consistent basis with the audited
financial statement referred to in paragraph (d) of Article
3 hereof, together with (A) the unqualified opinion as to such
audited f1nanc1a1 statements of independent certified public
accountants of recognized national standing and (B) a certificate
of a responsible officer of the Railroad to the effect that,

(1) except as otherwise specified therein, all units of Equipment
are in existence and in good and efficient condition and have
been marked as required by this Agreement, (2) no Event of
Default or Unmatured Event of Default has occurred and is
continuing, or, if there is such an event, describing it and

the steps, if any, being taken to cure it and (3) from time

to time, such other information as the Vendor may reasonably
request; and (ii) a copy of the ICC Rail Form Rl of the Railroad
for such year, prepared on a consolidated basis and in conformity
with the Uniform System of Accounts for Railroad Companies
prescribed by the ICC applied on a basis consistent with that

of the preceding fiscal year, and signed by a proper accounting
officer of the Railroad.

(b) Quarterly Reports. Within 60 days after each
quarter (except the last) of each fiscal year of the Railroad,
a copy of an unaudited consolidated financial statement prepared
on a basis consistent with the audited financial statement
referred to in paragraph {(d) of Article 3 hereof, signed by
a proper accounting officer of the Railroad and consisting of
at least a balance sheet as at the close of such quarter and
statements of earnings and changes in financial position for
such gquarter and for the period from the beginning of such fiscal
year to the close of such quarter.

(c) Filings. Promptly upon the filing or making
thereof, a copy of each filing and report made by the Railroad
or any Subsidiary with or to any securities exchange or the
Securities and Exchange Commission or (upon request of the
Vendor) the ICC.

(d) Certain Events. PForthwith upon learning of
the occurrence of an Event of Default or an Unmatured Event
of Default, or of the institution of, or any adverse
determination in, any litigation, arbitration proceeding or
governmental proceeding which is material to the Railroad and
its Subsidiaries taken on a consolidated basis, written notice
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thereof describing the same and the steps being taken by the
Railroad or the Subsidiary affected with respect thereto.

(e) Compliance Certificate. Within 30 days after
each quarter of each fiscal year of the Railroad, a Compliance
Certificate containing calculations as of the end of such
quarter.

(£) Casualties. On or before March 31 in each
year, commencing March 31, 1981, an accurate statement signed
by an officer of the Railroad (i) setting forth as at the
preceding December 31 the amount, description and numbers of
all units of the Equipment that have suffered a Casualty
Occurrence during the preceding calendar year (or since the
date of this Agreement in the case of the first such statement)
or that have been withdrawn from use pending repairs (other
than running repairs) and such other information regarding the
condition and state of repair of the Equipment as the Vendor
may reasonably request and (ii) stating that, in the case of
all Equipment repaired or repainted during the period covered
by such statement, the numbers and markings required by Article
8 hereof have been preserved or replaced.

(g) Independent Appraiser's Letter. On or before
March 31 in each year, commencing March 31, 1981, a letter from
the Independent Appraiser to the effect that there have been
no changes in the market for the Equipment which would adversely
affect the Market Value of any of the Equipment.

(h) Other Information. From time to time such
other information concerning the Railroad and its Subsidiaries
as the Vendor may reasonably request.

Article 1l6. Other Covenants. The Railroad will:

(a) Existence; Books and Records, etc. Maintain,
and cause the Selling Subsidiary to maintain, 1in full force
and effect its corporate existence, rights and franchises;
maintain, and cause each Subsidiary to maintain, in such form
as may be required under the rules or regulations of any
governmental body having jurisdiction thereof, complete and
accurate books and records; permit, and cause each Subsidiary
to permit, access by the Vendor to the books and records of
the Railroad and any Subsidiary; and permit, and cause each
Subsidiary to permit, the Vendor or its agent to inspect its
properties and operations, including, without limitation, the
Equipment of the Railroad and of any Subsidiary.

(b) 'Merger, etc. Promptly notify the Vendor of
any intent by the Railroad or any Subsidiary to be a party to
any merger or consolidation. Within 30 days of such
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notification, the Vendor will: (i) if such merger or
consoldiation requires the consent or approval of any federal
governmental agency (including, without limitation, the ICC),
notify the Railroad that either (A) this Agreement will continue
unchanged or (B)(l) no additional Supplements may be executed

by the Railroad and (2) commencing on the first to occur of

the next following March 31, June 30, September 30 or December
31 and on each March 31, June 30, September 30, and December

31 thereafter, the Railrcad shall be required to make payments
of Principal in equal quarterly installments so that the
Principal is fully paid by December 31, 1985; and (ii) if such
merger or consolidation does not require the consent or approval
of any federal governmental agency (including, without
limitation, the ICC), notify the Railroad that either (A) this
Agreement will continue unchanged, or (B) the Principal and

all accrued and unpaid interest and fees are immediately due

and payable, or (C)(1l) no additional Supplements may be executed
by the Railroad and (2) commencing on the first to occur of

the next following March 31, June 30, September 30, or December
31 and on each March 31, June 30, September 30 and December

31 thereafter, the Railroad shall be required to make payments
of Principal in equal quarterly installments so that the
Principal is fully paid by December 31, 1985.

(c) Other Agreements. Not enter into, or permit
any Subsidiary to enter into, any agreement containing any
provision which would be violated or breached by the performance
of its obligations hereunder or under any instrument or document
delivered or to be delivered by it hereunder or in connection
herewith.

(d) ERISA. (i) As soon as practicable, and in
any event within thirty days, after it knows or has reason to
know that with respect to any Plan any of the following has
occurred which may reasonably be considered an Event of Default
in accordance with Article 19(d), (A) a material Reportable
Event has occurred (whether or not the requirement for notice
of such Reportable Event has been waived by the PBGC), (B) a
variance from the minimum funding standards in accordance with
Section 303 of ERISA or Section 412(d) of the Code has been
applied for, or (C) an extension of the period for amortization
of unfunded liabilities in accordance with Section 304 of ERISA
or Section 412(e) of the Code has been applied for, deliver
to the Vendor a certificate of a responsible officer of the
Railroad setting forth the details of such Reportable Event
or application; (ii) upon request of the Vendor made from time
to time after the occurrence of any of the events described
in the foregoing clause (i), deliver to the Vendor a copy of
the most recent actuarial report and annual report completed
with respect to any Plan; (iii) except as provided in the
following clause (iv), as soon as possible, and in any event
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within ten days, after it knows or has reason to know that any

of the following has occurred which may reasonably be considered
an Event of Default in accordance with Article 19(d), (A) any
Plan has been terminated, (B) the Plan Sponsor (as defined in
Section 3(16)(B) of ERISA) intends to terminate any Plan, or

(C) the PBGC has instituted or will institute proceedings under
Section 4042 of ERISA to terminate any Plan, deliver to the
Vendor a written notice thereof; (iv) if the Railroad or any
Related Company intends to terminate any Plan of which it is

the Plan Sponsor or to withdraw from any Plan which termination
or withdrawal may reasonably be considered an Event of Default

in accordance with Article 19(d), deliver to the Vendor a written
notice thereof as soon‘.as possible but in no event later than

ten days prior to the proposed date of termination or withdrawal;
and (v) within thirty days after it knows or has reason to know
that it has engaged in a Prohibited Transaction (as described

in Section 406 of ERISA or Section 4975(c) of the Code and not
exempted in accordance with Section 408 of ERISA or Section
4975(d) of the Code) which may reasonably be considered an Event
of Default in accordance with Article 19(d), with respect to

any Employee Benefit Plan, deliver to the Vendor a written notice
thereof setting forth the details of the transaction. For
purposes of this paragraph (d), the Railroad shall be deemed

to have knowledge of all facts known by the "plan administrator"
(as defined in Section 3(16)(A) of ERISA) of any Plan or Employee
Benefit Plan of which the Rairoad or any Related Company is

the Plan Sponsor.

Article 17. No Warranties. THE VENDOR MAKES NO WARRANTY
OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS TO THE DESIGN
OR CONDITION OF, OR AS TO THE QUALITY OF THE MATERIAL, EQUIPMENT
OR WORKMANSHIP IN, THE UNITS OF EQUIPMENT DELIVERED TO THE
RAILROAD HEREUNDER, AND THE VENDOR MAKES NO WARRANTY OF
MERCHANTABILITY OR FITNESS OF THE UNITS OF EQUIPMENT FOR ANY
PARTICULAR PURPOSE OR AS TO TITLE TO THE UNITS OF EQUIPMENT .
OR ANY COMPONENT THEREOF, OR ANY OTHER REPRESENTATION OR
WARRANTY, EXPRESS OR IMPLIED, WITH RESPECT TO ANY UNIT OF
EQUIPMENT, EITHER UPON DELIVERY THERECOF TC THE RAILROAD OR
OTHERWISE, it being agreed that all such risks, as between the
Vendor and the Railroad, are to be borne by the Railroad; but
the Vendor hereby irrevocably appoints and constitutes the
Railroad its agent and attorney-in-fact to assert and enforce
from time to time, in the name of and for the account of the
Vendor and/or the Railrocad, as their interests may appear,
at the Railroad's sole cost and expense, whatever claims and
rights the Vendor may have against any manufacturers or
contractors in respect thereof; provided, however, that if at
any time an Event of Default shall have occurred -and be
continuing hereunder, the Vendor may assert and enforce, at
the Railroad's sole cost and expense, such claims and rights.
Without limiting the foregoing, the Vendor shall have no
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responsibility or liability to the Railroad or any other person
with respect to, and the Railroad shall indemnify and hold
harmless the Vendor from any losses, costs, damages, penalties,
forfeitures, claims or expenses related to or arising from,

any of the following: (i) any liability, loss or damage caused
or alleged to be caused directly or indirectly by any units

of Equipment or by any inadequacy thereof or deficiency or defect
therein or by any other circumstances in connection therewith;
(ii) claimed or proved violations or invasions of any patent

or invention rights; (iii) the use, operation or performance

of any units of Equipment or any risks relating thereto; (iv)

any interruption of service, loss of business or anticipated
profits or consequential damages; or (v) the delivery, operation,
servicing, maintenance, repair, improvement or replacement of
any units of Equipment. The Railroad's delivery of a Certificate
of Acceptance shall be conclusive evidence as between the
Railroad and the Vendor that the units of Equipment described
therein are in all the foregoing respects satisfactory to the
Railroad, and the Railroad will not assert any claim of any
nature whatsoever against the Vendor based on any of the
foregoing matters.

Article 18. Assignments. The Railroad will not sell,
assign, transfer or otherwise dispose of its rights under this
Agreement or, except as provided in Article 12 hereof, transfer
the right to possession of any unit of the Equipment without
first obtaining the written consent of the Vendor. Subject
to Article 16(b) hereof, a sale, assignment, transfer or
disposition to a corporation organized under the laws of the
United States of America or any of the states thereof which
shall acquire all or substantially all the lines of railroad
of the Railroad, and which, by execution of an appropriate
instrument satisfactory to the Vendor, shall assume and agree
to perform each of, and all, the obligations and covenants of
the Railroad under this Agreement, shall not be deemed a breach
of this covenant, provided such corporation shall not, upon
the effectiveness of such sale, assignment, transfer or
disposition, be in default under or violation of or conflict
with (i) any provision of this Agreement, (ii) its charter or
by-laws, or (iii) any court or administrative order or decree
or any agreement binding upon or applicable to it.

All or any of the rights, benefits and advantages of
the Vendor under this Agreement, including the right to receive
the payments herein provided to be made by the Railroad, may
be assigned in whole or in part by the Vendor and reassigned
by any assignee at any time or from time to time. Upon any
such assignment either the assignor or the assignee shall give
written notice to the Railroad, together with a counterpart
or copy of such assignment, stating the identity and post office
address of the assignee, and such assignee shall by virtue of
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such assignment acquire all the assignor's right, title and
interest in and to the Egquipment and this Agreement, or in and
to a portion thereof, as the case may be, subject only to such
reservations as may be contained in such assignment., From and
after the receipt by the Railroad of the notification of any
such assignment, all payments thereafter to be made by the
Railroad under this Agreement shall, to the extent so assigned,
be made to the assignee in such manner as it may direct.

Article 19. Events of Default. Each of the following
shall constitute an Event of Default under this Agreement:

(a) Non-Payment. The Railroad shall fail to pay
when due any installment of the Principal or any interest accrued
thereon or any other sum payable by the Railrocad as provided
in this Agreement and such failure shall continue for five
business days after such payment is due; or

(b) Covenants. The Railrocad shall, for more than
30 days, fail or refuse to comply with any covenant, agreement,
term or provision of this Agreement (other than those covered
by subparagraphs (a), (d) and (e) of this Article 19), or of
any agreement entered into concurrently herewith relating to
the financing of the Equipment on its part to be kept or
performed or to make provision satisfactory to the Vendor for
such compliance; or

(c) Warranties. Any warranty made by the Railroad
herein is breached or is false or misleading in any material
respect, or any schedule, certificate, financial statement,
report, notice, or other writing furnished by the Railrocad to
the Bank is false or misleading in any material respect on the
date as of which the facts therein set forth are stated or
certified; or

(d) ERISA. (i){(A) A notice of intent to terminate
a Plan is filed under Section 4041 of ERISA, (B) the PBGC issues
a notice in accordance with Section 4042(C) of ERISA that it
has determined that a Plan should be terminated or has advised
the Plan administrator that it is contemplating such a notice,
(C) a Plan is terminated, (D) the Railroad or any Related Company
withdraws from a Plan or notifies the Vendor of its intent to
withdraw, or (E) an application has been filed with respect
to a Plan for a variance from the minimum funding standards
or an extension of the amortization period for unfunded
liabilities in accordance with Section 303 or 304 of ERISA or
Section 412 of the Code, and the maximum amount of liability
as determined under PBGC actuarial assumptions that could be
asserted against the Railroad under Section 4062, 4063 or 4064
of ERISA with respect to any Plans if such Plans had terminated
on the date of the occurrence of any of the events described
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in the foregoing clauses (A) through (E) shall exceed $5,000,000;
or (ii) the Railroad or any Subsidiary has engaged in a
Prohibited Transaction with respect to any Employee Benefit

Plan not exempted in accordance with Section 408 of ERISA or
Section 4975(c) cof the Code and such transaction is not corrected
within the correction period applicable to it under Section
502(1i) of ERISA or Section 4975(f) of the Code; or

(e) Unauthorized Assignment or Transfer. The
Railroad shall make or suffer any unauthorized assignment or
transfer of this Agreement or any interest herein or any
unauthorized transfer of the right to possession of any unit
of the Equipment; or

(f) Reorganization. A case shall be commenced
under Subchapter IV of Chapter 11 of the Bankruptcy Code (as
such Subchapter IV is now in effect or hereafter may be amended
or replaced), by or against the Railroad, and, unless such case
shall have been dismissed, nullified or otherwise rendered
ineffective (but then only so long as such ineffectiveness shall
continue)}, (i) within 60 days after such case shall have been
commenced, (A) all the obligations of the Railrocad under this
Agreement shall not have been duly assumed for the then unexpired
term hereof in writing, pursuant to a court order or decree,
by a trustee or trustees appointed in such case in such manner
that such obligations shall have, to the fullest extent permitted
by law, the same status and priority as to payment as obligations
incurred by such trustee or trustees which are entitled to
payment as a first priority for costs and expenses of
administration, and (B) all Events of Default under subparagraphs
(a), (b), (¢), (d) or (e) of this Article 19 shall not have
been cured, and (ii) thereafter during the pendency of the case,
the trustee or trustees appointed in such proceedings or case
shall not cure in a timely fashion all other Events of Default
under subparagraphs (a), (b), {(c), (d)} or (e) of this Article
19 which from time to time occur hereunder; or

(g) Other Proceedings. Any other proceedings shall
be commenced by or against the Rallroad, or any proceedings
shall be commenced by or against any Subsidiary, for any relief
under any bankruptcy or insolvency law, or any law relating
to the relief of debtors, readjustment of indebtedness,
reorganization, arrangement, composition or extension, or the
Board of Directors of the Railrcad or any Subsidiary shall
authorize the commencement of any proceedings for such relief
or shall take any other action in furtherance thereof, and,
if such proceedings have been commenced against the Railroad
or any Subsidiary, such proceedings shall not have been
dismissed, nullified, stayed or otherwise rendered ineffective
(but then only so long as such stay shall continue in force
or such ineffectiveness shall continue) within 60 days after
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such proceedings shall have commenced; or the Railroad or any
Subsidiary shall become or is adjudicated insolvent or bankrupt,
or shall make a general assignment for the benefit of creditors,
or shall admit in writing its inability to pay its debts
generally as they become due, or is unable to pay or is generally
not paying its debts as they become due, or a trustee, custodian
or receiver is applied for or appointed for the Railroad or

any Subsidiary or for the major part of the property of any
thereof and such trustee, custodian or receiver is not discharged
within 60 days after such appointment;

then at any time after the occurrence of such an Event of Default
the Vendor may, upon written notice to the Railroad and upon
compliance with any mandatory legal requirements then in force
and applicable to such action by the Vendor, declare the entire
Principal, together with the interest thereon then accrued and
unpaid, and any other fees and amounts payable hereunder,
immediately due and payable, without further demand. The Vendor
shall thereupon be entitled to recover judgment for the entire
unpaid balance of the Principal so payable, with interest and
any other fees and amounts payable hereunder, and to collect
such judgment out of any property of the Railroad wherever
situated. The Railroad shall promptly notify the Vendor of

any event which has come to its attention which constitutes

an Event of Default or an Unmatured Event of Default.

The Vendor may at its election waive any such Event
of Default and its consequences by notice to the Railrocad in
writing to that effect, and thereupon the respective rights
of the parties shall be as they would have been if no such Event
of Default had occurred. Notwithstanding the provisions of
this paragraph, it is expressly understood and agreed by the
Railroad that time is of the essence of this Agreement and that
no such waiver, rescission or annulment shall extend to or affect
any other or subsequent default or impair any rights or remedies
consequent thereon.

Article 20. Remedies. At any time during the
continuance of an Event of Default, the Vendor may, subject
to compliance with any mandatory legal requirements then in
force and applicable to the action to be taken by the Vendor,
take or cause to be taken by its agent or agents immediate
possession of the Equipment, or one or more of the units thereof,
without liability to return to the Railroad any sums theretofore
paid and free from all claims whatsoever, except as hereinafter
in this Article 20 expressly provided, and may remove the same
from possession and use of the Railroad or any other person
and for such purpose may enter upon the Railroad's premises
or any other premises where the Equipment may be located and
may use and employ in connection with such removal any supplies,
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services and aids and any available trackage and other facilities
or means of the Railroad.

In case the Vendor shall demand possession of the
Equipment pursuant to this Agreement and shall reasonably
designate a point or points upon the premises of the Railroad
for the delivery of the Equipment to the Vendor, the Railroad
shall, at its own expense, forthwith and in the usual manner
(including, but not by way of limitation, giving prompt
telegraphic and written notice to the Association of American
Railroads and all railroads to which any part of the Equipment
has been interchanged to return the Equipment so interchanged),
cause (a) the Equipment to be moved tc such point or points
on its lines as shall be designated by the Vendor and shall
there deliver the Equipment or cause it to be delivered to the
Vendor or (b) the Equipment to be moved to such interchange
point or points of the Railroad as shall be designated by the
Vendor upon any sale, lease or other disposal of all or any
part of the Equipment by the Vendor. At the option of the
Vendor, the Vendor may keep the Equipment on any of the lines
or premises of the Railroad until the Vendor shall have leased,
sold or otherwise disposed of the same, and for such purpose
the Railroad agrees to furnish, without charge for rent or
storage, the necessary facilities at any point or points selected
by the Vendor reasonably convenient to the Railrocad and, at
the Railrcad's risk, to permit inspection of the Equipment by
the Vendor, the Vendor's representatives and prospective
purchasers and users. This agreement to deliver the Equipment
and furnish facilities as hereinbefore provided is of the essence
of the agreement between the parties, and, upon application
to any court of equity having jurisdiction in the premises,
the Vendor shall be entitled to a decree against the Railraod
requiring specific performance hereof. The Railroad hereby
expressly waives any and all claims against the Vendor and its
agent or agents for damages of whatever nature in connection
with any retaking of any unit of the Equipment in any reasonable
manner.

At any time during the continuance of an Event of
Default, the Vendor (after retaking possession of the Equipment
as hereinbefore in this Article 20 provided) may at its election
and upon such notice as 1s hereinafter set forth retain the
Equipment in satisfaction of the entire Principal together with
interest thereon accrued and unpaid and all other payments due
under this Agreement and make such disposition thereof as the
Vendor shall deem fit. Written notice of the Vendor's election
to retain the Equipment shall be given to the Railroad by
telegram or registered mail, addressed as provided in Article
24 hereof, and to any other persons to whom the law may require
notice, within 30 days after such declaration of an Event of
Default. In the event that the Vendor should elect to retain
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the Equipment and no objection is made thereto within the 30-
day period described in the second proviso below, all the
Railroad's rights in the Equipment shall thereupon terminate
and all payments made by the Railroad may be retained by the
Vendor as compensation for the use of the Equipment by the
Railroad; provided, however, that if the Railroad, before the
expiration of the 30-day period described in the proviso below,
should pay or cause to be paid to the Vendor the total unpaid
Principal, together with interest thereon accrued and unpaid
and all other payments due under this Agreement as well as
expenses of the Vendor in retaking possession of, removing and
storing the Equipment and the Vendor's reasonable attorneys'
fees, then in such event absolute right to the possession of,
title to and property in the Equipment shall pass to and vest
in the Railroad; provided further, however, that if the Railroad
or any other persons notified under the terms of this paragraph
object in writing to the Vendor within 30 days from the receipt
of notice of the Vendor's election to retain the Equipment,
then the Vendor may not so retain the Equipment, but shall sell,
lease or otherwise dispose of it or continue to hold it pending
sale, lease or other disposition as hereinafter provided or

as may otherwise be permitted by law. If the Vendor shall have
given no notice to retain as hereinabove provided or notice

of intention to dispose of the Equipment in any other manner,
it shall be deemed to have elected to sell the Equipment in
accordance with the provisions of this Article 20.

At any time during the continuance of an Event of
Default, the Vendor, with or without retaking possession thereof,
at its election and upon at least ten days' notice to the
Railroad and to any other persons to whom the law may redquire
notice of the time and place, may sell the Equipment, or any
unit thereof, free from any and all claims of the Railroad or
any other party claiming from, through or under the Railroad
at law or in equity, at public or private sale and with or
without advertisement as the Vendor may determine; provided,
however, that if, prior to such sale and prior to the making
of a contract for such sale, the Railroad should tender full
payment of the Principal, together with all interest thereon
accrued and unpaid and all other payments due under this
Agreement as well as expenses of the Vendor in retaking
possession of, removing, storing, holding and preparing the
Equipment for, and otherwise arranging for, the sale and the
Vendor's reasonable attorneys' fees, then in such event absolute
right to the possession of, title to and property in the
Equipment shall pass to and vest in the Railroad. The proceeds
of such sale, less the attorneys' fees and any other expenses
incurred by the Vendor in retaking possession of, removing,
storing, holding, preparing for sale and selling the Equipment,
shall be credited on the amount due to the Vendor under the
provisions of this Agreement in such order of application as
the Vendor may from time to time elect.
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Any sale hereunder may be held or conducted at such
place or places and at such time or times as the Vendor may
specify, in one lot and as an entirety or in separate lots and
without the necessity of gathering at the place of sale the
property to be sold, and in general in such manner as the Vendor
may determine. The Vendor may bid for and become the purchaser
of the Equipment, or any unit thereof, so offered for sale.

In the event that the Vendor shall be the purchaser of the
Equipment, it shall not be accountable to the Railroad (except
to the extent of surplus money received as hereinafter provided
in this Article 20), and in payment of the purchase price
therefor the Vendor shall be entitled to have credited on account
thereof all or any part of the sums due to the Vendor from the
Railroad hereunder. From and after the date of any such sale,
the Railroad shall pay to the Vendor the per diem interchange
for each unit of Equipment which shall not have been assembled,
as hereinabove provided, by the date of such sale for each day
from the date of such sale to the date of delivery to the
purchaser at such sale.

Each and every power and remedy hereby specifically
given to the Vendor shall be in addition to every other power
and remedy hereby specifically given or now or hereafter existing
at law or in equity, and each and every power and remedy may
be exercised from time to time and simultaneously and as often
and in such order as may be deemed expedient by the Vendor.
All such powers and remedies shall be cumulative, and the
exercise of one shall not be deemed a waiver of the right to
exercise any other or others. No delay or omission of the Vendor
in the exercise of any such power or remedy and no renewal or
extension of any payments due hereunder shall impair any such
power or remedy or shall be construed to be a waiver of any
default or an acquiescense therein. Any extension of time for
payment hereunder or other indulgence duly granted to the
Railroad shall not otherwise alter or affect the Vendor's rights
or the Railroad's obligations hereunder. The Vendor's acceptance
of any payment after it shall have become due hereunder shall
not be deemed to alter or affect the Railroad's obligations
or the Vendor's rights hereunder with respect to any subsequent
payments or default therein.

If, after applying all sums of money realized by the
Vendor under the remedies herein provided, there shall remain
any amount due to it under the provisions of this Agreement,
the Railroad shall pay the amount of such deficiency to the
Vendor upon demand. If the Railrcad shall fail to pay such
deficiency, the Vendor may bring suit therefor and shall be
entitled to recover a judgment therefor against the Railroad.
If, after applying as aforesaid all sums realized by the Vendor,
there shall remain a surplus in the possession of the Vendor,
such surplus shall be paid to the Railroad.
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The Railroad will pay all reasonable expenses, including
attorneys' fees, incurred by the Vendor in enforcing its remedies
under the terms of this Agreement. 1In the event that the Vendor
shall bring any suit to enforce any of its rights hereunder
and shall be entitled to judgment, then in such suit the Vendor
may recover reasonable expenses, including attorneys' fees,
and the amount thereof shall be included in such judgment.

The foregoing provisions of this Article 20 are subject
in all respects to all mandatory legal requirements at the time
in force and applicable thereto.

Article 21. Applicable State Laws. Any provision of
this Agreement prohibited by any applicable law of any
jurisdiction (which is not overridden by applicable Federal
law) shall as to such jurisdiction be ineffective, without
modifying the remaining provisions of this Agreement. Where,
however, the conflicting provisions of any such applicable law
may be waived, they are hereby waived by the Railroad to the
full extent permitted by law, it being the intention of the
parties hereto that this Agreement shall be deemed to be a
conditional sale and enforced as such.

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

Article 22. Recording. The Railroad will cause this
Agreement, any assignments hereof and any amendments or
Supplements hereto to be (i) filed and recorded with the
Interstate Commerce Commission in accordance with Section 11303
of the Interstate Commerce Act and (ii) deposited with the
Registrar General of Canada in accordance with Section 86 of
the Railway Act of Canada (with provision for notice of such
deposit in The Canada Gazette); and the Railroad will from time
to time do and perform any other act and will execute,
acknowledge, deliver, file, register, deposit and record any
and all further instruments required by law or reasconably
requested by the Vendor for the purpose of proper protection,
to the satisfaction of counsel for the Vendor, of the Vendor's
interest in the Equipment and the Vendor's rights under this
Agreement or for the purpose of carrying out the intention of
this Agreement; and the Railrocad will promptly furnish to the
Vendor certificates or other evidence of such filing,
registering, depositing and recording satisfactory to the Vendor.
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Article 23. Payment of Expenses. The Railroad will
pay all reasonable costs and expenses incident to this Agreement,
and any Supplement and any instrument supplemental or related
hereto or thereto, including all fees and expenses of counsel
for the Vendor.

Article 24. Notice. Any notice hereunder to any of
the parties designated below shall be deemed to be properly
served if delivered or mailed (postage prepaid) to it at its
chief place of business at the following specified addresses:

(a) to the Railroad, at 233 North Michigan Avenue,
Chicago, Illinois 60601, Attention of Treasurer, and

(b) to the Vendor, at 231 South LaSalle Street,
Chicago, Illinois 60693, Attention of Loan Division,

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

Article 25. Article Headings; Effect and Modification
of Agreement. All article headings are inserted for convenience

only and shall not affect any construction or interpretation
of this Agreement.

This Agreement, including the Exhibits hereto,
exclusively states the rights of the Vendor and the Railroad
with respect to the Equipment and supersedes all other
agreements, oral or written, with respect to the Equipment.
No variation or modification of this Agreement and no waiver
of any of its provisions or conditions shall be valid unless

in writing and signed by duly authorized officers of the Vendor
and the Railroad.

Article 26. Law Governing. The Railroad warrants that
its chief place of business and its chief executive offices
are located in the state specified in clause (a) of Article
24 hereof. The terms of this Agreement and all rights and
obligations hereunder shall be governed by the laws of the State
of Illinois; provided, however, that the parties shall be
entitled to all rights conferred by Section 11303 of the
Interstate Commerce Act and such additional rights arising out
of the filing, recording or deposit hereof, if any, and of any
assignment hereof as shall be conferred by the laws of the
several jurisdictions in which this Agreement or any assignment
herecf shall be filed, recorded or deposited.

Article 27. Execution. This Agreement may be executed
in any number of counterparts, each of which so executed shall
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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.

IN WITNESS WHEREOF, the parties hereto, each pursuant
to due corporate authority, have caused this instrument to be
executed in their respective corporate names by their officers
thereunto duly authorized, and their respective corporate seals
to be hereunto affixed, duly attested, all as of the date first

above written.

[Corporate Seall

Attest:

YA
ItS_Zm_é_-faué?__

[Corporate Seall

Attest: -

f

%

Its :
v/

ILLINOIS CENTRAL GULF
RAILROAD CCMPAN

By l[)fl) .

Its {ice PResiDENT

CONTINENTAL ILLINOIS NATIONAL BANK
AND TBUST COMPANY OF CHICAGO

» ’ ) T D j.
,‘-./.,Zu'f// AN 51/ / TS
PV [ fll y f '_.", .
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STATE OF ILLINOIS )
) 88§
COUNTY OF COOK )

On this P77/ day of fecemps” , 1979, before me
personally appeared D.N. MELIAS , to me personally known,
who, being by me duly sworn, says that he is V,ceg Ffees. 86/ 7T
of ILLINOIS CENTRAL GULF RAILROAD COMPANY, that one of the seals
affixed to the foreqgoing 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.

mm/

Notary Public

[Notariql Seal]

My Commission expires: NI 2 3 198(

¥
o
STATE OF ILLINOIS ) .
) Ss

COUNTY OF COOK ) Ko

On this _ & day of Javvaneg Qﬁ 1930, before me
personally appeared (Guenbrlomm Ao sl , to me personally known
who, being by me duly sworh, says that he is ééﬁgg§§?£2%?ggé Lu
of CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST COMPXNY "OF
CHICAGO, a national banking association, that one of the seals
affixed to the foregoing instrument is the corporate seal of
said national banking association, that said instrument was
signed and sealed on behalf of said national banking association
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 national banking association.

B (fbdfffh—z
Notary Public

[Notarial Seal]

My Commission expires:

p: ~meanefig EXPIRES SEPT. 11, 1982



EXHIBIT A

CONDITIONAL SALE AGREEMENT SUPPLEMENT
NO.

Conditional Sale Agreement Supplement ("this Supplement")
dated as of ’ 19__ from ILLINOIS CENTRAL GULF RAILROAD
COMPANY, a Delaware corporation ("Railroad"), having its office
at 233 North Michigan Avenue, Chicago, Illinois 60601, to
CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST COMPANY OF CHICAGO,
a national banking association ("Vendor"), having its office
at 231 South LaSalle Street, Chicago, Illinois 60693;

WITNESSETH:

WHEREAS, the Railroad and the Vendor have executed and
delivered a certain Conditional Sale Agreement dated as of
September 30, 1979 (which agreement, together with any amendments
or supplements which have been made thereto, is hereinafter
called the "Agreement"); and

WHEREAS, the Agreement was filed and recorded with the
Interstate Commerce Commission under Section 11303 of the
Interstate Commerce Act on ¢ 1979 as Document No.

and the following Conditional Sale Agreement Supplement(s)
{(substantially in the form of this Supplement) were filed and
recorded with the Interstate Commerce Commission as follows:*

Supplement Date of Date of ICC
No. Supplement ICC Filing Filing Number

: and

WHEREAS, the Railroad has, pursuant to the Agreement,
purchased from the Vendor and granted to the Vendor a security
interest in certain equipment therein described, including the
equipment described in Schedule I annexed hereto (the "Supplement
Equipment");

NOW, THEREFORE, in consideration of the premises, the
Railroad and the Vendor do hereby agree as follows:

This sentence and the related table of filings may be omitted
in Supplement No. 1.



1. The Vendor Purchase Price of the Supplement Equipment
is § .

2. The Conditional Sale Price Base of the Supplement
Equipment is $ .

3. The Principal with respect to the Supplement Equipment
on the date of execution and delivery hereof is §$ .

4. The Railroad has, in and by the Agreement, purchased
from the Vendor, and granted to the Vendor a security interest
in and to the Supplement Equipment described in Schedule I
annexed heretc. This Supplement evidences and confirms the
subjection of such Supplement Equipment to the terms of the
Agreement and to the security interest created by the Agreement
to secure the punctual payment of the Principal and the
performance and observance by the Railroad of all of its
agreements herein and in the Agreement contained. To the extent,
if any, that the Agreement may not be effective in causing
Railroad to purchase such Supplement Equipment and to grant
a security interest to the Vendor in such Supplement Egquipment,
the Railroad does by this Supplement hereby purchase, and grant
unto the Vendor a continuing security interest in, the Supplement
Equipment described in Schedule I hereto, all upon the terms
set forth in the Agreement.

IN WITNESS WHEREOF, Company has, by its indicated officer
thereunto duly authorized, caused this Supplement to be executed

and delivered this day of r 19_ .
ILLINOIS CENTRAL GULF RAILROAD
COMPANY
ATTEST: By
[Corporate Seal] ~ Its
By
Its
CONTINENTAL ILLINOIS NATIONAL
BANK AND TRUST COMPANY
OF CHICAGO
ATTEST: By
[Corporate Seall Its
By

“Its




STATE OF ILLINOIS )

) SS
COUNTY OF COOK )
On this day of » 19__, before me
personally appeared to me personally known, who being
by me duly sworn, says that he is the of ILLINOIS

CENTRAL GULF RAILROAD COMPANY, a Delaware corporation, that
the seal affixed to the foregoing instrument is the corporate
seal of said corporation, that said instrument was signed and
sealed on behalf of said corporation by authority of its Board
of Directors, and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said
corporation.

Notary Public
[NOTARIAL SEAL]

My Commission expires r 19 .,

STATE OF ILLINOIS )

) SS.
COUNTY OF COOK )
On this day of r 19 , before me
personally appeared to me personally known, who being
by me duly sworn, says that he is the of CONTINENTAL

ILLINOIS NATIONAL BANK AND TRUST COMPANY OF CHICAGO, a national
banking association, that the seal affixed to the foregoing
instrument is the corporate seal of said national banking
association, that said instrument was signed and sealed on behalf
of said national banking association 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 national
banking association.

[NOTARIAL SEAL]

Notary Public

My commission expires ;s 19 .,




EXHIBIT B
TO CONDITIONAL SALE AGREEMENT

CERTIFICATE OF ACCEPTANCE

CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO (the "Vendor")

A. I, a duly appointed and authorized representative
of ILLINOIS CENTRAL GULF RAILROAD COMPANY (the "Railroad")
under that certain Conditional Sale Agreement, dated as
of September 30, 1979, between the Vendor and the Railroad,
do hereby certify that the following units of Equipment
have been inspected, received, approved and accepted for

delivery under the Conditional Sale Agreement Supplement
No. :

TYPE OF EQUIPMENT: As shown on Schedule 1 hereto.
DATE ACCEPTED:*
NUMBER OF UNITS:

MARKED AND NUMBERED: As shown on Schedule 1 hereto.

B. I do further certify that the foregoing units of
Equipment are in good order and condition, that the Railroad
has no knowledge of any defect in any of the foregoing
units of Equipment with respect to design, manufacture,
condition or in any other respect, and that each unit has
been labeled by means of a plate or a stencil printed in
contrasting colors upon each side of the unit in letters
not less than one inch in height as follows:

"SUBJECT TO A CONDITIONAL SALE AGREEMENT FILED UNDER
SECTION 11303 OF THE INTERSTATE
COMMERCE ACT"

C. I do further certify that to the best of my
knowledge:

(i) all of the representations and warranties
of the Railroad set forth in the Conditional Sale
Agreement are true and correct as of the date hereof
as though made on the date hereof;

Outside Chicago, Illinois.



(ii) no event or case specified in clause (f) or (g)
of Article 19 of the Conditional Sale Agreement has
occurred or been commenced; and no Event of Default
or Unmatured Event of Default has occurred and is
continuing; and

(iii) all items required to be delivered by the
Railroad pursuant to Article 4 of the Conditional Sale
Agreement have been delivered to the Vendor.

The execution and delivery of this Certificate will
in no way relieve or decrease the responsibility of any
manufacturer or contractor for any warranties which it has made
with respect to the units of Equipment. All terms used herein
with their initial letters capitalized and not otherwise defined
shall have the same meaning as in the Conditional Sale Agreement.

Dated: , 19

Inspector and Authorized

Representatives of Illinois Central

Gulf Railroad Company (being the
thereof)




EXHIBIT C

ILLINOIS CENTRAL GULF RAILROAD COMPANY

LITIGATION

]o

Interstate Commerce Commission proceedings:

a, Ex Parte 334, Car Service Compensation - Basic
Per Diem Formula.

b. ICC Docket #AB-43 (Sub No. 43) - ICG RR abandonment
between Herscher and Barnes, Illinois. Decision
in favor of the company by Division 1 of the Commission.
Several protestants have filed a petition for recon-
sideration,

REA Express, Inc, v, Aberdeen and Rockfish RR Co. et

al,, U, S, District Court, Eastern District of Pennsylvania,
Civil Case No. 71-802, (A settlement agreement has been
reached in this and the following case bhut the settle-

ment must be approved by the REA Bankruptcy Court.)

REA Express, Inc, v, Alabama Great Southern RR Co.,
et al.,, U, S, District Court, Southern District of New
York, Civil Case No. 71-4278,

Claim for approximately $2.2 Million by State of Mississippi
for franchise taxes, years 1973-1978, Matter pending
before Board of Review of state tax commission,

Organization of Minority Vendors, Inc. v, Illinois
Central Gulf Railroad, et al., U, S. District Court,
Northern District of Illinois, Civil Case No. 79 C-1512.
Seeks civil damages against numerous defendants for
alleged discrimination in violation of the Civil Rights
and related acts in the awarding of procurement contracts.

Geneva Eileen Mau, et al v, Illinois Central Gulf
Railroad Co.. Circuit Court of the Eleventh Judicial
District, McLean County, Illinois, No., 79 L 107,

Related cases in the same court are: Earl C. Million

v. ICGRRCo,, et al., 79 L 15: Babb et al, vs. ICG, et

al, 79 L 147; and Ring et al vs. ICG et al, 79 L 167,

Suit for personal injuries allegedly incurred by employees




Page Two:

of UNARCO Industries, Inc., as a result of exposure to
asbestos. ICG leased the building in question to
UNARCO.

Vincent Schaefer et al, vs, Early Iron & Metal, et al; and

related litigation in Linn and Benton Counties, Iowa. The
initial suit seeks $1.3 million in actual and punitive damages.

Personal Injury and Property Damage Litigation. The company

is a party in approximately 500 suits involving claims for
injury to persons or damage to property. These suits are
expected to be handled in the normal course of business and
reserves are generally considered adequate for this class
of litigation.



EXHIBIT D

SUBSIDIARIES

BLUE ISLAND RAILROAD COMPANY

CHICAGO & ILLINOIS WESTERN RAILROAD COMPANY
CHICAGO INTERMODAL COMPANY

GM&0 LAND COMPANY

GULF TRANSPORT COMPANY

KENSINGTON AND EASTERN RAILROAD COMPANY
MISSISSIPPI VALLEY CORPORATION

NEW ORLEANS GREAT NORTHERN RATILWAY COMPANY
THE SOUTH CHICAGO RAILROAD COMPANY

WATERLOO RAILROAD COMPANY



EXHIBIT E

[Opinion of P. W. Johnston, Jr. Esqg.]

Continental Illinois National Bank
and Trust Company of Chicago

231 South LaSalle Street

Chicago, Illinois 60693

Re: ILLINOIS CENTRAL GULF RAILROAD COMPANY

Gentlemen:

I have acted as counsel for Illinois Central Gulf
Railroad Company, a Delaware corporation (herein called the
"Railroad"), in connection with the execution and delivery of
(1) the Conditional Sale Agreement dated as of September 30,
1979 (herein called the "Agreement") between the Railroad and
you (herein called the "Vendor") and (ii) Conditional Sale
Agreement Supplement No. ; dated + 19__ (herein
called the "New Supplement") between the Railroad and the Vendor.
This opinion is delivered to the Vendor pursuant to Article
4(a)(x) of the Agreement and unless otherwise indicated herein
or unless the context clearly indicates, all terms defined in
the Agreement and used herein with their initial letter
capitalized shall have the meanings given such terms in the
Agreement.

I have examined such matters of law, the Agreement,
all prior Supplements, if any, the New Supplement, copies
certified to my satisfaction of such other agreements, documents
and statements of governmental officials and corporate officers
and representatives and such other papers as 1 have deemed
relevant and necessary as a basis for my opinion. 1In such
examination, I have assumed the genuineness of all signatures
{(except signatures of the officers of the Railroad) and the
authenticity of all documents submitted to me as originals and
the conformity with originals of all documents submitted to
me as copies. I call to your attention that I am Vice President-
Law of the Railroad. I am a member of the Bar of the State
of Illinois.

1
-

wd



Based upon the foregoing, it is my opinion that:

1. The Railroad is a corporation duly existing and
in good standing under the laws of the State of Delaware; each
Subsidiary is a corporation duly existing and in good standing
under the laws of the State of its respective incorporation;
each of the Railroad and each Subsidiary has all requisite power
and authority and all necessary licenses and permits to own
and operate its properties and to carry on its business as now
conducted and as presently proposed to be conducted; and each
of the Railroad and each Subsidiary has duly qualified and is
authorized to do business and is in good standing as a foreign
corporation in each jurisdiction where the character of its
properties or the nature of its activities makes such
qualification necessary.

2. The execution, delivery and performance of the Bills
of Sale, (herein individually called a "Bill of Sale" and
collectively called the "Bills of Sale") described in Schedule
1 hereto, which "Bills of Sale cover the Equipment subject to
the New Supplement, are within the corporate powers of the
respective Sellers identified therein, have been and are duly
authorized by all necessary corporate action, do not and will
not require any governmental approvals (other than as described
in the appendix hereto), and do not and will not contravene
or conflict with any provision of law, the respective charters
or by-laws of the Sellers, any court or administrative decree
or order binding upon or applicable to the appropriate Seller,
or any agreement binding upon the appropriate Sellers of which
I have knowledge after due inquiry. The Sellers have in the
negotiation, execution and delivery of the Bills of Sale complied
in all respects with the competitive bidding requirements of
15 U.S.C. § 20, the regulations prescribed by the ICC in 49
C.F.R Part 1010 pursuant to 15 U.S.C. § 20 and 111 2/3 Ill. Rev.
Stat. §§ 8a and 27(c).

3. Each of the Bills of Sale is the legal, valid and
binding obligation of the respective Seller enforceable against
such Seller in accordance with its terms; and each Bill of Sale
is valid and effective to transfer and does transfer good title
to the Equipment identified therein to the Vendor free and clear
of all mortgages, pledges, security interests, claims, liens
and encumbrances of any nature whatsoever (including, without
limitation, free and clear of any claims, leins, security
interests or other encumbrances arising out of the Consolidated
Mortgage).

4, The execution, delivery and performance by the
Railroad of the Agreement, all prior Supplements, if any, and
the New Supplement and the other transactions contemplated in



connection therewith (i) are within the corporate powers of

the Railroad, (ii) have been duly authorized by all necessary
corporate action (including without limitation, all necessary
shareholder action) of the Railroad, (iii) have received, or
the Railroad has given, as appropriate, all necessary consents,
approvals or authorizations of, or notices to, any Federal or
State governmental authorities or regulatory bodies (such
consents, approvals, authorizations and advice being described
in the appendix hereto), (iv) do not and will not conflict with,
result in a violation of, or constitute a default under, any
provision of law or of the charter or by-laws of the Railroad
or of any agreement or indenture or court or administrative
decree or order binding upon or applicable to the Railroad;

and (v) do not and will not subject any of the Equipment to
any claims, liens, security interests or other encumbrances
created by the Consolidated Mortgage or any other indenture

or agreement binding upon the Railroad (except liens of the
Vendor pursuant to the Agreement). The Railroad has in the
negotiation, execution and delivery of the Agreement, all prior
Supplements, if any, and the New Supplement complied in all
respects with the competitive bidding requirements of 15 U.S.C.
§ 20, the requlations prescribed by the ICC in 49 C.F.R. Part
1010 pursuant to 15 U.S.C. § 20 and 111 2/3 Il1l. Rev., Stat.

§§ B8a and 27(c).

5. The Agreement all prior Supplements, if any, and
the New Supplement (i) have been duly filed and recorded with
the ICC in accordance with Section 11303 of the Interstate
Commerce Act (ii) have been duly deposited with the Registrar
General of Canada in accordance with Section 86 of the Railway
Act of Canada and provision for notice of such deposit in The
Canada Gazette has been made, (iii) a Uniform Commercial Code
statement covering the Vendor's interest in the Equipment has
been filed with the Secretary State of Illinois and (iv) no
other filing or recordation in any public office is necessary
for the protection of the rights, titles and interests of the
Vendor in any State of the United States of America or in the
District of Columbia.

6. The Agreement, all prior Supplements, if any, and
the New Supplement are the legal, valid and binding obligations
of the Railroad enforceable in accordance with their respective
terms, except as limited by applicable bankruptcy,
reorganization, insclvency, moratorium or similar laws affecting
the enforcement of creditors' rights generally.

7. To the best of my knowledge, after due inquiry,
and except as set forth in the Agreement, no litigation
(including, without limitation, derivative actions), arbitration
proceedings or governmental proceedings are pending or threatened
against the Railroad which will, if adversely determined,



materially and adversely affect the financial condition or
continued operations of the Railroad, and the Railroad is not
in default with respect to any order or decree of any court
or governmental commission agency or instrumentality.

Very truly yours,

P. W. Johnston, Jr.



EXHIBIT F

COMPLIANCE CERTIFICATE

To: Continental Illinois National Bank
and Trust Company of Chicago
231 South LaSalle Street
Chicago, Illinois 60693

Gentlemen:

Reference is made to that certain Conditional Sale
Agreement between Illinois Central Gulf Railroad Company (herein
called the "Railroad") and you (herein called the "Vendor"),
dated as of September 30, 1979 (herein, as it may be amended
or supplemented (including as supplemented by Supplements) £from
time to time, called the "Agreement"). All terms used in this
Compliance Certificate which are defined in the Agreement shall
have the same meanings herein as such terms have therein.

The Railroad certifies as follows:

A. Warranties. As of the date hereof: (i) the
warranties contained in Article 3 (a), (b), (c), (£), (g), (h)
and (i) of the Agreement are true and correct as though made
on the date hereof; (ii) the net worth of the Railroad, based
on the most recent quarterly report furnished to the Vendor
pursuant to Article 15(b) of the Agreement, has not declined
by 10% or more from the quarter prior to the period of such
quarterly report; (iii) no litigation (including, without
limitation, derivative actions), arbitration proceedings or
govermental proceedings not previously disclosed in writing
by the Railroad to the Vendor are pending or known to be
threatened against the Railroad or any Subsidiary, and no
material development not so disclosed has occurred in any
litigation (including, without limitation, derivative actions),
arbitration proceedings or governmental proceedings so disclosed,
which materially adversely affects the financial position or
business of the Railroad or impairs the ability of the Railroad
to perform its obligations under the Agreement; and (iv) there
are no liens on or security interests in favor of any person
in any Equipment except for liens permitted by the Agreement.

B. Performance. To the best of the undersigned's
knowledge, as of the date hereof, the Railroad has performed
and complied with all terms, covenants and conditions required
by the Agreement to be performed or complied with by the
Railroad.




C. Computations. As of » 19__ (the
"Computation Date"), the following is true and correct:

(a) Market Value of Equipment $

(b) 75% of item (a) (Base Value) $

(c) Lesser of (i) $25,000,000 (or such
reduced amount as may be fixed by
the Railroad pursuant to the fifth
paragraph of Article 5 of the
Agreement) or (i1) item (b) above
(Conditional Sale Price Base) $

(d) (i) Vendor Purchase Price {(not
(including any Supplement
executed in connection
with this Compliance
Certificate) $

(ii) Vendor Purchase Price (including
any Supplement executed in
connection with this Compliance
Certificate)

(e) Lesser of item (c) or item (d)(ii) $

(£) That portion of item (e) previously
paid to the Vendor

(g) Item (e) minus item (f) (Principal)

<N

D. Casualty Occurrences (See Article 9 of the Agreement).*

Market Value of Equipment having
suffered a Casualty Occurrence
(exclusive of units having suffered

a Casualty occurrence with respect

to which a payment previously

shall have been made pursuant

to Article 9 of the

Agreement) $

* Detailed reports of Casualty Occurrences, road numbers,

etc. are to be separately reported to the Vendor.



E. Third Quarter Report. [Section E to be completed by
of each Annual Period]:

(a) 6.67% of the Principal shown
in Section C(g) hereof $

(b) Market Value of Equipment, if any,
which has been subjected to
Supplements since the last Annual
Payment Date $

(c) 75% of item (b) (Base Value) $

(d) Item (a) minus item (c) (Payment
required under the first
Paragraph of Article 5 of
the Agreement unless additional
Equipment is subjected to
Supplements prior to the Annual
Payment Date). $

F. Correctness. To the best of the undersigned's
knowledge and belief, the calculations set forth above would
not be substantially different if they were made as of the date
of the Certificate..

G. Default. To the best of the undersigned's knowledge
and belief as of the date hereof, no Event of Default or
Unmatured Event of Default under the Agreement or any instrument
executed pursuant thereto or in connection therewith has occurred
and is continuing.

IN WITNESS WHEREOF, Illinois Central Gulf Railroad
Company has caused this Compliance Certificate to be executed
and delivered by its duly authorized officer this day
of » 19 .

ILLINOIS CENTRAL GULF RAILROAD
COMPANY

By

Title:
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TO CONDITIONAL SALE
AGREEMENT SUPPLEMENT NO. 1
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