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P Interstate Commerce Commission v
Washington, D. C. NTERSTATE COMMERGE COMMISSION

Gentlemen:

Enclosed for recordation under the provisions of 49 U.S.C.
! 11303 (formerly Section 20c of the Interstate Commerce Act) are.

| the original and twelve counterparts of an Equipment Lease dated as
: of January 15, 1980.

by the enclosed document 1s set forth 1n Schedule A attached to

\
i A general description of the railroad equipment covered
| this letter and made a part hereof.

The names and addresses of the parties are:

Lessor: The Connectlicut Bank and Trust Company
One Constitution Plaza
Hartford, Connecticut 06115

Lessee: Illinois Central Gulf Railroad Company
Two Illinois Center

233 North Michigan Avenue
Chicago, Illinois 60601

The undersigned is the Lessor mentioned in the enclosed
document and has knowledge of the matters set forth therein.

Please return the original and ten coples of the

Equipment Lease to Gary L. Green, Chapman and Cutler, 111 West
Monroe Street, Chicago, Illinois 60603.

Also enclosed is a check in the amount of $50.00 covering
the required recording fee.

Very truly yours,

B-1624069

THE CONNECTICUT BANK AND TRUST
COMPANY, as Trustee
3&%101980 . as Trustee

Its _ASSISTANT VACE PRESIDENT
ICe '
Washisgica, @ ¢ 335

‘ ‘ ) O 3\330
| 535 Enclosures QAVQ Q‘BX' W

LESSOR AS AFORESAID

%:\ax\\*;\

.\"3\



DESCRIPTION OF EQUIPMENT FOLLOWING REBUILDING

70-Ton 50 Foot Box

ICG 567609 591022 591148 562914
630 034 254 479
631 068 295 517
639 069 562458 537
665 126 635 552
682 133 648 621
697 135 653 623
701 174 699 737
849 233 721 778
872 240 723 784
656 248 771 851
674 256 786 590522
677 266 790 536
709 281 810 569
750 008 821 591
769 021 824 610
822 030 832 641

591015 032 863 '”_“
71 Total

70-Ton Pulpwood

ICG 822156
186
822225
253
258
262
267
309
346
821437
482
820877

12 Total

SCHEDULE A
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EQUIPMENT LEASE

Dated as of January 15, 1980
Between

THE CONNECTICUT BANK AND TRUST COMPANY,
As Trustee under I.C.G. Trust No. 80-2

LESSOR

And

ILLINOIS CENTRAL GULF RAILROAD COMPANY

LESSEE

(131 Rebuilt Freight Cars)
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EQUIPMENT LEASE

THIS EQUIPMENT LEASE dated as of January 15, 1980 is
between THE CONNECTICUT BANK AND TRUST COMPANY, a Connecticut
banking corporation, not individually but solely as trustee (the
"Lessor") under a Trust Agreement dated as of January 15, 1980
(the "Trust Agreement") with Twenty-Second HFC Leasing Corporation
(the "Trustor"), and ILLINOIS CENTRAL GULF RAILROAD COMPANY, a
Delaware corporation (the "Lessee").

RECITALS:

A. The Lessor and IC Leasing, Inc. (the "Seller") have
entered into a Hulk Purchase Agreement dated as of January 15, 1980
(the "Hulk Purchase Agreement") providing for the sale of 131 used
freight cars (the "Hulks") by the Seller to the Lessor, and the
Lessor and the Lessee have entered into a Reconstructlion Agreement
dated as of January 15, 1980 (the "Reconstruction Agreement")
providing for the reconstruction by the Lessee of the Hulks into
certain 1tems of railroad equipment (collectively the "Equipment"
and individually an "Item" or "Item of Equipment") described in
Schedule A attached hereto and made a part hereof in accordance
with the specifications (the "Speciflications") referred to in
the Reconstruction Agreement. Upon delivery of each Item of
Equipment and the acceptance of such Item of Equipment as provided
in Section 1.2 hereof, the Lessor shall lease and let such Item
of Equipment to the Lessee and the Lessee shall hire such Item
of Equipment from the Lessor for the rental and on and subject
to the terms and conditlons herein set forth.

B. The Lessee and the Lessor have entered into a
Participation Agreement dated as of January 15, 1980 (the "Participa-
tion Agreement") with Mercantile-Safe Deposit and Trust Company,
as security trustee (the "Security Trustee") and the institutional
Investors named in Schedule 2 thereto (the "Note Purchasers")
providing commitments of the Note Purchasers which, together with
funds provided by the Lessor will permit the Lessor to obtain the
funds necessary to acquire the Hulks and reconstruct the same into
the Equlipment. The Trustor will commit to advance an amount
equal to 32.688637% of the Total Cost (as defined in the Participation
Agreement and hereinafter referred to as the "Total Cost") of each
Item of Equlipment and the Note Purchasers will commit to purchase
the Secured Notes (the "Notes") of the Lessor in an amount equal
to 67.311363% of the Total Cost of each Item of Equipment. The
Participation Agreement provides that the Notes will be secured by
an assignment of certaln of the Lessor's right, title and interest
in and to thils Lease and in and to the Equipment pursuant to a
Security Agreement-~Trust Deed dated as of January 15, 1980 (the
"Security Agreement") from the Lessor to the Security Trustee.
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SECTION 1. LEASE AND DELIVERY OF EQUIPMENT.

1.1. Intent to Lease and Hire. Upon delivery of each
Item of Equipment following the reconstruction thereof under the
Reconstruction Agreement, the Lessee shall lease and let and the
Lessor shall hire to the Lessee such Item of Equlpment for the

rental and on and subJect to the terms and conditions herein set
forth.

l1.2. Inspection and Acceptance. The Lessor and the
Trustor retaln certain rights to inspect the Equipment prior to
and during the reconstruction thereof as more fully provided in
the Hulk Purchase Agreement and the Reconstruction Agreement.
Upon completion of reconstruction of each Item of Equipment, the
Lessor will cause each Item of Equipment to be tendered to the
Lessee at the place of delivery set forth in Schedule A. Upon
such tender, the Lessee will cause an inspector designated and
authorized by the Lessee to inspect the same, and, if such Item
of Equipment 1is found to be in good order, to accept delivery of
such Item of Equlipment and to execute and deliver to the Lessor
a Certificate of Acceptance (the "Certificate of Acceptance") in
the form attached hereto as Schedule B with respect to such Item
of Equipment; provided, however, that the Lessee shall not accept
and the Lessor shall have no obligation to lease any Item of

Equipment delivered after the Outside Delivery Date set forth in
Schedule A.

1.3. Certificate of Acceptance. The Lessee's execution
and delivery of a Certificate of Acceptance with respect to each
Item of Equipment pursuant to Section 1.2 hereof shall conclusively
establish that such Item of Equipment 1s acceptable to and accepted
by the Lessee under this Lease, notwithstanding any defect with
respect to design, manufacture, condition or in any other respect,
and that such Item of Equipment 1s in good order and condition
and conforms to the specifications applicable thereto and to all
applicable United States Department of Transportation and Interstate
Commerce Commission requirements and specifications, if any, and
to all standards recommended by the Associlation of American
Railroads applicable to reconstructed railroad equipment of the
character of the Equlpment as of the date of this Lease.

SECTION 2. RENTALS AND PAYMENT DATES.

2.1. Rent for Equipment. The Lessee agrees to pay the
Lessor the following rent for each Item of Equipment:

(a) Interim Rental. For each Item of Equipment, an
amount per day (the "Interim Rental") equal to:

(1) 0.035519126% of the Purchase Price of the
Hulk which was utlilized to rebulld such Item for the
period, if any, from and including the Hulk Closing
Date (as defined in the Participation Agreement) to,

-2a




but not including, January 1, 1981 (the "Term
Lease Commencement Date"); and

(11) 0.035519126% of the Reconstruction Cost
thereof for the period, if any, from and including
the Equipment Closing Date (as defined in the
Participation Agreement) for such Item of Equip-

ment to, but not including, the Term Lease Com-
mencement Date.

(b) Fixed Rental. For each Item of Equipment, 30
semiannual installments of fixed rental (the "Fixed
Rental"), payable in arrears, each in an amount equal to
5.3528% of the Total Cost thereof.

(c) Additional Rental. In addition to the fore-
going rental, the Lessee agrees to pay to the Lessor as
additional rental (the "Additional Rental"), an amount
equal to the amounts, if any, that the Lessor 1s obligated
to pay to the Securlty Trustee pursuant to Section 2.2(e)
or 2.2(g) of the Participation Agreement on the date or
dates payable pursuant thereto, any fees and expenses of
the Lessor and the Securlty Trustee (other than the initial
fees of the Lessor and the Securlity Trustee for which
the Trustor 1s liable under Section 2.6 of the Parti-
cipation Agreement), and any amounts payable under Section
2.6 of the Participation Agreement by the Lessee because
the transactions contemplated by the Participation

Agreement were consummated as to part, but not all of
the Items of Equipment.

2.2. Rent Payment Dates. An installment of Interim
Rental for each Item of Equlipment then accrued and unpaid shall
be due and payable on the Term Lease Commencement Date. The
first installment of Fixed Rental for each Item of Equlpment
shall be due and payable six months following the Term Lease
Commencement Date and the balance of said installments shall be
payable at six-month intervals thereafter with the final such
installment payable 15 years following the Term Lease Commencement
Date. If any of the rent payment dates 1s not a business day,
the rent payment otherwise payable on such date shall be payable
on the next succeeding business day. For purposes of this Lease,
the term "business day" means calendar days, excluding Saturdays,
Sundays and holidays on which banks in the States of Illinois,
Connectlcut or Maryland are authorized or required to close.

2.3, Adjustment of Rentals. The Lessee and the Lessor
agree that the Fixed Rentals and Interim Rentals payable hereunder
and the Casualty Value percentages set forth in Schedule C hereto
will be adjusted in the event that (A) any amendment to, or
change in, the Internal Revenue Code of 1954, as amended (the
"Code"), the income tax regulations thereunder or published
adminlstrative or Judiclal interpretations of the Code or such
regulations 1s enacted or has an effective date on or prior to
January 1, 1981, (B) the aggregate Reconstruction Cost of the
Items of Equlpment is more or less than 70% of the aggregate
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Total Cost thereof, (C) the percentage of the Total Cost of the
Equipment paid by the Trustor shall be greater than 32.688637%,
(D) the Hulk Closing Date and Equipment Closing Dates and the
Total Cost of the Equipment settled for on such dates are other
than $367,200 on July 1, 1980, $1,461,240 on October 25, 1980
$902,160 on November 25, 1980 and $869,400 on December 25, 1980
(E) less than 54% of the Items consist of 50-foot, 70-ton boxcars,
(F) the average age of the Hulks when purchased under the Hulk
Purchase Agreement exceeds 12-1/2 years, or (G) the amount paid
by the Lessor and/or the Trustor pursuant to Section 2.6 of the
Participation Agreement exceeds 1.25% of the Total Cost of the
Equipment. Any such adjustment shall be effective as of the first
Fixed Rental payment date following the event giving rise to

such adjustment, and shall be made in such manner as will result,
in the Trustor's reasonable Jjudgment, in preserving for the
Trustor both the after-tax rate of return and the after-tax cash
flow that would have been realized by the Trustor had such event
not occurred, (1) based on the rates of Federal, state and local
taxes on, or measured by, net income in effect from time to time,
and (i11) in all other respects based on the assumptions and methods
of calculation utilized by the Trustor in originally evaluating
the transaction described in this Lease and related documents.

Anything in this Section 2.3 to the contrary notwith-
standing, the amounts payable as installments of Fixed Rental and
Casualty Values hereunder with respect to any Item of Equipment
(1) shall in no event be reduced below amounts necessary to discharge
that portion of the principal of and/or interest on the Notes due
and payable on each rent payment date under this Lease, and (ii)
to enable the Trustor to satisfy the profit and positive cash
flow requirements set forth in Section 4(6) of Rev. Proc. 75-21,
1975~1 Cum. Bull. 715, as such requirements may be modified or
adjusted as of the applicable rental payment date. The Trustor
shall furnish the Lessee and the Security Trustee prior to the
effectlive date of any such adjustment with a notice setting forth

in reasonable detall the computations and methods used in computing
such adjustment.

2.4. Place and Manner of Rent Payment. The payments

to be made by the Lessee under this Lease shall be made as
follows:

(a) The installments of Interim Rental and
Additional Rental shall be pald to the Lessor by wilre
transfer to the principal office of the Lessor at the
address thereof provided for payments in Section 21.1
hereof; provided that in the event elther the Lessor or
the Security Trustee shall notify the Lessee 1n writing
that the right to recelive payment of such installment
shall have been assigned in accordance with Section 16
hereof, the Lessee shall make such payment by wire transfer
to the place designated 1n such notice or as otherwilse
designated from time to time in writing by such assignee;

(b) The portion of any installment of Fixed
Rental resulting from an increase in the amount

.
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thereof, if any, which the Lessee shall be required

to pay to the Lessor pursuant to any rental adJustment
arrangements shall be paid in full to the Lessor

by wire transfer to the principal office of the

Lessor at the address provided for payments in Section
21.1 hereof;

(¢) Each installment of Fixed Rental shall be
pald to the Lessor by wire transfer to the principal
office of the Lessor at the address thereof provided
for payments in Section 21.1 hereof; provlided that
in the event elther the Lessor or the Security Trustee
shall notify the Lessee in writing that the right to
recelve payment of such installment shall have been
assigned in accordance with Section 16 hereof, the Lessee
shall make such payment by wire transfer to the place
designated in such notice or as otherwise designated
from time to time in writing by such assignee; and
provided further that in the event such notice shall
direct the Lessee to divide such installment into not
more than two portions, in addition to the portion
referred to in Section 2.3(b) hereof, and to pay each

portion by wire transfer separately to not more than two
parties, the Lessee agrees to do so;

(d) The entire amount of any payment of Casualty
Value pursuant to Section 11 hereof shall be paid to
the Lessor by wire transfer to the principal office of
the Lessor at the address provided for payment in Section
21.1 hereof or in such other manner or to such other
address as may be designated by the Lessor in writing;
provided that 1n the event elther the Lessor or the Security
Trustee shall notify the Lessee in writing that the right
to recelve payment of such Casualty Value shall have been
assigned 1n accordance with Section 16 hereof, the Lessee
shall make such payment by wlire transfer in the manner
designated in such notice or as otherwlse designated
from time to time in writing by such assignee;

(e) The amount of any payment owing to the Lessor or
the Trustor pursuant to Sections 6, 10,2, 11.1 (with
respect to public liability insurance), 20 and 21.2
hereof shall be made directly to the party to receive

the same without regard to the assignment of this Lease
pursuant to Section 16 hereof;

(f) The amount of any interest due in respect of
the late payment of any rentals or other amounts pursuant
to Section 19 hereof shall be paid to the party and in

the manner herein provided to recelve said rental or
other amount; and

(g) All payments other than those above specified
shall be made by the Lessee directly to the party to
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recelve the same unless any such payment has previously
been made by the Lessor or 1ts assignee, in which case

the Lessee shall relimburse the Lessor or 1ts assignee,

as the case may be, directly for such payment.

The Lessee agrees that 1t will make payments due hereunder by
wire transfer where specified above at the opening of buslness
of the office of the transferring bank on the due date of such
payment of Federal or otherwise lmmedlately avallable funds

to the party to whom such payment i1s to be made, and where

not so specified, such payment shall be made by check of the
Lessee drawn on a bank located in the continental United States
and mailed to the party to receive the same at the address
herein provided or at such other address as the Lessee shall
have been previously advised 1n writing.

2.5. Net Lease. This Lease 1s a net lease and the
Lessee's obligation to pay all Interim Rental, Additional Rental
and Fixed Rental and other amounts payable hereunder shall be
absolute and unconditional under any and all circumstances and,
without limiting the generallty of the foregolng, the Lessee
shall not be entitled to any abatement of rent or reduction
thereof or setoff against rent, including, but not limited to,
abatements, reductions or setoffs due to any present or future
claims of the Lessee agalinst the Lessor under this Lease or
otherwise or agalnst any assignee of the Lessor pursuant to
Section 16 hereof; nor, except as otherwlse expressly provided
herein, shall this Lease termlnate, or the respective obligations
of the Lessor or the Lessee be otherwlse affected, by reason of
any defect in or damage to or loss or destruction of all or
requisitioning of the Equlpment by condemnation or otherwise,
the prohibition of Lessee's use of the Equipment other than by
the Lessor's breach of the Lessee's right of qulet enjoyment, the
interference with such use by any private person or corporation,
the invalidity or unenforceability or lack of due authorization
or other infirmity of this Lease, or lack of right, power or
authority of the Lessor to enter into this Lease, or for any
other cause whether similar or dissimilar to the foregoing, any
present or future law to the contrary notwithstanding, it being
the intention of the partles hereto that the rents and other
amounts payable by the Lessee hereunder shall contlnue to be
payable in all events unless the obligation to pay the same
shall be termlinated pursuant to Section 11 hereof, or until,
pursuant to Section 13 hereof, the Equipment has been returned
to the possession of the Lessor (for all purposes of this Lease
any Item of Equipment shall not be deemed to have been returned
to the Lessor's possession until all of the Lessee's obligations
with respect to the return, transportation and storage thereof
have been performed). To the extent permitted by applicable
law, the Lessee hereby walves any and all rights which 1t may
now have or which at any time hereafter may be conferred upon
it, by statute or otherwise, to terminate, cancel, quit or surrender
the lease of any of the Items of Equipment except in accordance
with the express terms hereof. Each rental or other payment
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made by the Lessee hereunder shall be final and the Lessee shall
not seek to recover all or any part of such payment from the
Lessor or any assignee pursuant to Section 16 hereof for any
reason whatsoever.

SECTION 3. TERM OF THE LEASE.

The term of this Lease as to each Item of Equipment
shall begin on the date of the delivery to and acceptance by
the Lessee of such Item of Equipment and, subjJect to the
provisions of Sections 11, 14 and 18 hereof, shall terminate
15 years following the Term Lease Commencement Date provided for
in Section 2.1(a) hereof.

SECTION 4. OWNERSHIP AND MARKING OF EQUIPMENT.

4,1. Retention of Title. The Lessor, as between the
Lessor and the Lessee, shall and hereby does retain full legal
title to the Equipment notwithstanding the delivery thereof to
and possession and use thereof by the Lessee.

4,2, Duty to Number and Mark Equipment. The Lessee
will cause each Item of Equlipment to be kept numbered wilth 1ts
road number as set forth in Schedule A hereto and will keep and
maintain, plainly, distinctly, permanently and conspicuously
marked by a plate or stencil printed 1n contrasting color upon
each side of each Item of Equipment 1in letters not less than
one 1nch in helght as follows:

"Leased from a Bank or Trust Company,
as Trustee, and Subject to a Securilty
Interest recorded with the I.C.C."

with appropriate changes thereof and additions thereto as from
time to time may be required by law in order to protect the title
of the Lessor to such Item of Equipment, 1ts rights under this
Lease and the rights of any assignee under Section 16 hereof.

The Lessee will not place any such Item of Equipment in operation
or exercise any control or dominion over the same until the
reguired legend shall have been so marked on both sides thereof
and will replace promptly any such names and word or words which
may be removed, defaced, obliterated or destroyed. The Lessee
will not change the road number of any Item of Equipment except
with the consent of the Lessor and in accordance with a statement
of new road numbers to be substituted therefor, which statement
previously shall have been delivered to the Lessor by the Lessee
and filed, recorded or deposited in all public offices where

this Lease shall have been flled, recorded or deposited.

4.3. Prohibition Against Certain Designations. Except
as above provided, the Lessee will not allow the name of any
person, assoclation or corporation to be placed on the Equlpment
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as a designation that might be interpreted as a claim of ownership;
provided, however, that the Lessee may cause the Equipment to be
lettered with the names or initials or other inslignia customarily
used by the Lessee or 1ts afflllates on rallroad equipment used

by it of the same or a similar type for convenlence of identificatilon
of the right of the Lessee to use the Equlipment under thils Lease.

SECTION 5. DISCLAIMER OF WARRANTIES.

THE LESSOR LEASES THE EQUIPMENT, AS-IS, IN WHATEVER CON-
DITION IT MAY BE, WITHOUT ANY AGREEMENT, WARRANTY OR REPRESENTATION,
EITHER EXPRESS OR IMPLIED, BY THE LESSOR, THE LESSOR EXPRESSLY DIS-
CLAIMING ANY WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED,
AS TO (A) THE FITNESS FOR ANY PARTICULAR PURPOSE OR MERCHANTABILITY
OF ANY ITEM OR ITEMS OF EQUIPMENT, (B) THE LESSOR'S TITLE THERETO,
(C) THE DESIGN OR CONDITION OF, OR AS TO THE QUALITY OF THE
MATERIAL, EQUIPMENT OR WORKMANSHIP IN, THE EQUIPMENT, OR (D) ANY
OTHER MATTER WHATSOEVER, IT BEING AGREED THAT ALL SUCH RISKS, AS
BETWEEN THE LESSOR AND THE LESSEE, ARE TO BE BORNE BY THE LESSEE.
The Lessor hereby appoints and constitutes the Lessee its agent
and attorney-in-fact during the term of this Lease to assert and
enforce, from time to time, in the name and for the account of
the Lessor and the Lessee, as their interests may appear, but in
all cases at the sole cost and expense of the Lessee, whatever
claims and rights the Lessor may have as owner of the Equipment
against the original manufacturer and/or rebullder thereof,
provided, however, that if at any time an Event of Default shall
have occurred and be contlnulng, the Lessor may assert and enforce,
at the Lessee's sole cost and expense, such claims and rights.
The Lessor shall have no responslbility or liability to the
Lessee or any other person with respect to any of the following:
(1) any l1ability, loss or damage caused or alleged to be caused
directly or indirectly by any Item of Equipment or by any in-
adequacy thereof or deficiency or defect therein or by any other
circumstances in connection therewith; (i1) the use, operation
or performance of any Item of Equipment or any risks relating
thereto; (1i1) any interruption of service, loss of business or
antlcipated profits or consequential damages; or (iv) the delivery,
operation, servicing, maintenance, repair, improvement or replacement
of any Item of Equipment. The Lessee's delivery of a Certificate
of Acceptance shall be conclusive evidence as between the Lessee
and the Lessor that all Items of Equipment described therein are
in all the foregoing respects satisfactory to the Lessee, and
the Lessee wlll not assert any claim of any nature whatsoever
against the Lessor based on any of the foregolng matters.

SECTION 6. LESSEE'S INDEMNITY.

6.1. Scope of Indemnity. The Lessee shall defend,
indemnify and save harmless the Lessor, in both 1its individual
and fiducliary capacities, the Trustor and any assignee of the
Lessor pursuant to Section 16 hereof (including, without limitation,
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the Security Trustee and the Note Purchasers) and their respective
successors and assigns from and against:

(a) any and all loss or damage to the Equipment,
usual wear and tear excepted; and

(b) except for amounts which the Trustor has
specifically agreed to pay pursuant to Sections 2.1 and
2.6 of the Participation Agreement, and in the latter event
only to the extent they are not to be relmbursed by the
Lessee, any claim, cause of actlion, damages, liability,
cost or expense (including, without limitation, counsel
fees and costs in connection therewith) which may be
incurred in any manner by or for the account of any of
them (1) relating to any Item of Equipment or any part
thereof, including, without limitation, the construction,
purchase, delivery, acceptance, rejection, ownership,
sale, leasing, return or storage of any Item of Equipment
or as a result of the use, malntenance, repair, replacement,
operation or the condition thereof (whether defects are
latent or discoverable by the Lessee or any indemnified
party), (11) by reason or as the result of any act or
omission (whether negligent or otherwise) of the Lessee
for 1tself or as agent or attorney-in-fact for the Lessor
hereunder, (i11i) as a result of claims for patent,
trademark or copyright infringements, or (iv) as a result

of claims for negligence (whether active or passive),
or strict 1liabllity in tort,

The amount the Lessee shall be required to pay with respect to

any of its obligations under this Section 6.1 shall include a
payment to the indemnified party sufficient to restore such party

to the same position, after consldering the effect of such payment
on its United States Federal income taxes and state and local

income taxes or franchise taxes based on net income, that the
indemnified party would have been in had the liability or expense
indemnified against not been incurred. The indemnities and
assumptions of liabilities set forth in this Section 6.1 do not
guarantee to any party at any time a residual value in the Equipment

nor do they guarantee the payment of the Notes or any interest
accrued thereon.

6.2. Continuation of Indemnities and Assumptions.
The indemnities and assumptions of 1lilability in this Section 6
contained shall contlnue in full force and effect notwithstanding
the termination of this Lease, or the termination of the term
hereof 1in respect of any one or more Items of Equlpment, whether
by explratlion of time, by operation of law or otherwise; provided,
however, that such indemnities and assumptions of 1liability shall
not apply in respect of any matters referred to in subsection (a)
of Section 6.1 or clause (1), (i11), (i1i1) as to modifications
made after the explration of the lease or to clause (iv) of
subsection (b) of Section 6.1 hereof, occurring after the termination
of this Lease, except for any such matters attributable to, arising
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or accruing during the term of this Lease, and except for any such
matters occurring after the expiration or earlier termination
arlsing in connection with the Lessee's assembling, delivering,
storing or transporting of the Equipment as provided in Section 13
or 15, as the case may be. The Lessee shall be entitled to control,
and shall assume full responsibility for, the defense of such
claim or liability. The Lessee shall promptly notlfy the Lessor
of any matter which may give rise to a claim or 1llability against
the Lessor or any assignee thereof pursuant to Section 16 hereof.
The Lessor shall have the right, but not the obligation, to defend
any such matter, subject to the Lessee's approval of the manner in

which such defense 1s made, which approval shall not be unreasonably
withheld.

SECTION 7. RULES, LAWS AND REGULATIONS.

The Lessee agrees to comply with all governmental laws,
regulations, requirements and rules (including, without limitation,
the rules of the United States Department of Transportation, the
Interstate Commerce Commission and, to the extent applicable, the
current Interchange Rules or supplements thereto of the Mechanical
Division, Assoclation of American Rallroads as the same may be in
effect from time to time) (the "Interchange Rules") with respect
to the use and maintenance of each Item of Equipment subject to
this Lease. 1In case any equipment or appllance 1s required to be
altered, added, replaced or modified on any Item of Equipment in
order to comply with such laws, regulations, requirements and
rules, the Lessee agrees to make such alterations, additions,
replacements and/or modifications at its own expense and title
thereto shall be immediately vested in the Lessor; provided, however,
that Lessee 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 Lessor and Securlty Trustee adversely affect the
property rights, or interests of the Lessor and Security Trustee
in the Equipment or hereunder.

SECTION 8. USE AND MAINTENANCE OF EQUIPMENT.

The Lessee 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 Lessee shall, at its own
cost and expense, malntain and keep the Equipment in good order
and repalr, and in the condition recelved by the Lessee from the
Lessor, ordinary wear and tear excepted, and to the extent applicable,
suitable for use 1in interchange in accordance with the Interchange
Rules. Except as required by the provisions of Section 7 hereof,
the Lessee shall not modify any Item of Equipment unless (i) such
modifications, additions or improvements shall comply with all of
the requirements set forth in Rev. Proc. 79-U48 for advance ruling
purposes (and Lessee agrees to provide upon Lessor's request reason-
able evidence of such compliance), and (ii) the Lessee shall have
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obtained the prior written authority and approval of the Lessor

and any assignee pursuant to Section 16 hereof. The Lessor and the
Note Purchasers agree to consent to any modifications that do not
reduce the value or materially change the character of such Item of
Equipment. Any parts installed or replacements made by the Lessee
upon any Item of Equipment pursuant to Section 7 hereof or pursuant
to its obligation to maintain and keep the Equipment in good order,
condition and repair under this Section 8 or which meet the require-
ments of clause (1) of the preceding sentence shall in each case

be consldered accessions to such Item of Equipment and title thereto
shall be immediately vested in the Lessor without cost or expense

to the Lessor. The Lessee shall make no other additions or improve-
ments to any Item of Equipment unless the same are readily removable
without causlng material damage to such Item of Equipment., Title

to any such readily removable additions or improvements shall

remain with the Lessee. If the Lessee shall at its cost cause

such readily removable additlons or improvements to be made .to any
Item of Equipment, the Lessee may, or at the request of the Lessor,
the Lessee shall, prior to the return of such Item of Equipment to
the Lessor hereunder, remove the same at its own expense without
causing material damage to such Item of Equipment.

SECTION 9. LIENS ON THE EQUIPMENT.

The Lessee shall pay or satisfy and dlscharge any and
all claims against, through or under the Lessee and 1ts successors
or assigns which, if unpaid, might constitute or become a lien or
a charge upon any Item of Equipment, and any liens or charges which
may be levied agalnst or lmposed upon any Item of Equipment as a
result of the failure of the Lessee to perform or observe any of
1ts covenants or agreements under this Lease and any other liens
or charges which arise by virtue of claims against, through or
under any other party other than the Lessor or the Trustor, but
the Lessee shall not be required to pay or dilscharge any such
claims so long as it shall, in good faith and by approprlate legal
proceedings contest the validity thereof in any reasonable manner
which will not affect or endanger the title and interest of the
Lessor or the security interest or other rights of any asslgnee
under Section 16 hereof in and to the Equipment. The Lessee's
obligations under this Section 9 shall survive the expiration or
earlier termination of this Lease.

SECTION 10. FILING; PAYMENT OF STATE AND LOCAL TAXES.

10.1. Filing. Prior to the delivery and acceptance
of the first Item of Equipment hereunder, the Lessee will cause
this Lease and the Security Agreement to be duly flled, reglstered
or recorded with the Interstate Commerce Commlission in accordance
with 49 U.S.C. §11303 and in such other places within or without
the United States as the Lessor or the Security Trustee may
reasonably request and will furnish the Lessor and the Securlty
Trustee proof thereof. The Lessee will, from time to time, do and
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perform any other act and will execute, acknowledge, deliver,
file, register and record (and will refile, reregister or rerecord
whenever required) any and all further instruments required by law
or reasonably requested by the Lessor or the Security Trustee, for
the purpose of protecting the Lessor's title to, or the Security
Trustee's security interest in, any Item of Equlipment to the satis-
faction of the Lessor's or the Security Trustee's counsel or for
the purpose of carrying out the intention of this Lease, and in
connectlon with any such action, will deliver to the Lessor and
the Security Trustee proof of such filings and an opinion of the
Lessee's counsel reasonably satisfactory to the Lessor and the
Securlty Trustee that such action has been properly taken. The
Lessee willl pay all costs, charges and expenses incident to any
such filing, refiling, recording and rerecording or depositing

and redepositing of any such instruments or 1incident to the

taking of such action.

10.2. Payment of State and Local Taxes. All payments
to be made by the Lessee hereunder will be free of expense to
the Lessor, in both its individual and fiduclary capacities, the
Trustor and any assignee of the Lessor pursuant to Section 16
hereof (including, without limitation, the Security Trustee and
the Note Purchasers) and their respective successors and assigns
(the "Indemnitees") for collection or other charges and will be
free of expense to the Indemnitees with respect to the amount of
any local, state, Federal or forelgn taxes (other than any United
States Federal income tax and, to the extent that the Indemnitee
recelves credit therefor agalnst 1its Unlted States Federal income
tax liablility, any forelgn income tax payable by the Indemnitee
in consequence of the recelpt of payments provided hereiln and
other than the aggregate of all (1) state and city income taxes
and franchise taxes measured by net income, (ii) state and city
taxes computed on a basis other than net income and imposed as a
direct alternative to any taxes described in clause (1) above, and
(111) any other state and city taxes, to the extent such taxes
are actually credited against taxes which are described in clause
(1) above and which are otherwise payable to such states and
cities, except any taxes described in clause (1), (ii) or (1i1)
above, which are in substitution for or relieve the Lessee from
the payment of taxes which 1t would otherwlise be obligated to pay
or reimburse as herein provided), assessments, documentary stamp
taxes, or license fees and any charges, flnes or penaltlies in
connection therewith (hereinafter called "Impositions") now or
hereafter levied or imposed upon or in connection wlth or measured
by this Lease or any sale, rental, use, payment, shipment, dellvery
or transfer of title or return or other disposition of any Items of
Equipment under the terms hereof or the Security Agreement, all
of which Impositions the Lessee assumes and agrees to pay on
demand 1n addition to the payments to be made by 1t provided for
herein. The Lessee wlll also pay promptly all Impositions which
may be 1lmposed upon any Item or for the use or operatlion thereof
or upon the earnlings arlsing therefrom or upon the Indemnitee
solely by reason of the ownership thereof and will keep at all
times all and every part of such Item free and clear of all
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Impositions which might in any way affect the title of the Lessor
or the securlity interest of the Securlty Trustee or result in a
lien upon any such Item; provided, however, that the Lessee shall
be under no obligation to pay any Impositions so long as 1t 1is
contesting in good falth and by appropriate legal proceedings such
Impositions and the nonpayment thereof does not, in the reasonable
opinion of the Indemnitee, adversely affect the title, property

or rights of the Lessor hereunder or the security interest of the
Security Trustee. If any Impositions shall have been charged or
levied agalnst any Indemnitee directly and paid by such Indemnitee
the Lessee shall relmburse such Indemnitee on presentation of an
involce therefor.

In the event any reports (other than reports required
to be flled only by car lessors engaged in the business of
leasing railroad rolling stock) with regard to Impositions are
required to be made on the basis of individual Items or otherwise,
the Lessee will, where permitted to do so under applicable rules
or regulations, make and timely file such reports in such manner
as to show the 1nterest of the Lessor and the Security Trustee in
the Items as shall be satlisfactory to the Lessor and the Securlty
Trustee or, where not so permitted, will notify the Lessor and
the Security Trustee of such requirement and will assist in prepara-
tion of such reports by the Lessor or the Security Trustee in such
manner as shall be satisfactory to the Lessor and the Security
Trustee,

In the event that, during the continuance of this Lease,
the Lessee becomes liable for the payment or relmbursement of any
Impositions, pursuant to thls Section 10.2, such liability shall
continue, notwithstanding the expiration of this Lease, until all
such Impositions are paid or reimbursed by the Lessee.

The Lessee shall, whenever reasonably requested by any
Indemnitee, submit to such Indemnltee evidence satisfactory to
such Indemnitee of, the Lessee's performance of its duties under
this Section 10.2. The Lessee shall also furnish promptly upon
request such data as any Indemnitee reasonably may requlre to
permit such Indemnitee's compliance with the requirements of taxing
Jurisdictions, including, but not limited to, information relating
to the use of any Item or Items outside the United States of America.

The parties hereto acknowledge that the Equipment
becomes a part of the mass of property used by the Lessee in its
operations as a common carrier by rall. Consequently, the parties
agree that the Lessee shall include the Equipment in the ad valorem
tax returns to be filed by the Lessee in the applicable states or
localities and that no Indemnitee shall include the Equipment in
any ad valorem tax returns flled by it 1in such states or localities.

The amount which the Lessee shall be required to pay to
any Indemnitee with respect to any Imposition which is subjJect to
indemnification under this Sectlion 10.2 shall be an amount
sufficlient to restore such Indemnitee to the same net after-tax
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rate of return and after-tax cash posltion, after considering the
effect of such payment and such Imposition on 1ts Unlted States
Federal income taxes and state and local income taxes or franchise
taxes based on net income, that such Indemnitee would have had or
been in had such Imposition not been imposed.

SECTION 11. INSURANCE; PAYMENT FOR CASUALTY OCCURRENCE.

11.1. Insurance. The Lessee agrees that it wlll at
all times during the term of this Lease and durlng any return and
storage period hereunder and at its own cost and expense keep each
Item of Equlipment insured agalnst loss by fire, collision, derail-
ment, and explosion and with extended coverage and agalnst such
other risks as are customarily insured against by railroad companies
at not less than the Casualty Value of such Item of Equlipment as
of the next following rental payment date and will maintain general
public liability insurance with respect to the Equlipment against
damage because of bodily inJury, lncluding death, or damage to
property of others, such insurance to afford protection to the
limit maintalned by the Lessee with respect to similar equipment
which it owns or leases. Any such property insurance may have
deductible provisions to no greater extent than are customary wilth
rallroad companies 1in the aggregate 1in any single occurrence, and
any public liability insurance may have deductible provisions to
no greater extent than are customary wlth rallroad companies in
the aggregate in any single occurence. All such insurance shall
cover the interest of the Lessor, in both 1ts individual and fiduclary
capacities, the Trustor and any asslignee of the Lessor (including,
without limitation the Security Trustee) and the Lessee, as their
interests may appear, in the Equipment or, as the case may be,
shall protect the Lessor, 1n both 1ts individual and fiduclary
capacities, the Trustor and any assignee of the Lessor (including,
without limitation, the Security Trustee) and the Lessee, 1n respect
of risks arising out of the condition, malntenance, use, ownership
and operation of the Equipment and shall provide that proceeds, if
any, 1n respect to the Equlipment shall be payable to the Lessee,
the Lessor, the Trustor and the Security Trustee as thelr respective
interests may appear. All policies of insurance maintained pursuant
to thils Section shall provide thereln or by endorsement that not
less than 30 days' prior written notice of cancellation or modifica-
tion (if such advance notice period 1s consistent with insurance
industry practices) shall be given to the Securlty Trustee, the
Trustor and the Lessor. As to the interest of the Lessor, the
Trustor or the Security Trustee therein, no such lnsurance shall
be invalidated by any foreclosure or other remedial proceedings
or notices thereof relating to the Equlpment or any interest thereln
nor by any change in the title or ownership of the Equipment or
any interest thereln or with respect thereto or by the use or
operation of the Equipment for purposes more hazardous than 1s
permitted by such policy. The Lessee warrants and affirms that
it will satisfy all obligations under such policy necessary to
keep such insurance in full force and effect. No such policy
shall require co-insurance. Upon recelpt by the Lessee of notice
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of the assignment of this Lease and the rents and other sums payable
hereunder pursuant to Section 16 hereof, the Lessee shall cause

the property insurance on the Equlipment to provide that the proceeds,
if any, shall be payable to the Security Trustee under a standard
mortgage loss payable clause satisfactory to the Lessor, the Trustor,
the Lessee, the Security Trustee and the Note Purchasers. To the
extent permitted by the terms of applicable insurance coverage,

any loss under the property 1insurance policy referred to above

shall be adjusted with the Lessee. The Lessee shall further furnish
the Lessor, the Trustor and the Securlty Trustee with certificates

or other satisfactory evidence of malntenance of the insurance
required hereunder and with respect to any renewal policy or policles
shall furnish certificates or binders evidenclng such renewal as

soon as practicable but in no event later than 90 days after the
expiration date of the original policy or policies. All insurance
provided for in this Section shall be effective with insurance
companies or insurers having all necessary power and authority to
furnish the requlred coverage.

The proceeds of any property insurance received by the
Lessor or the Securlty Trustee shall be held by such party until
the repairs referred to in clause (1) below are made as specified
therein or payment of the Casualty Value 1s made, but 1n no case
longer than one year and will be paild either (1) to the Lessee
within 30 days following receipt by the Security Trustee of a
written application signed by the Lessee for payment of, or to
reimburse the Lessee for payment of, the costs of repairing or
restoring the Item of Equlpment which has been lost or damaged
(which application shall be accompanied by reasonably satisfactory
evldence of such cost and the completion of such repalr or restora-
tion), or (1i1) 1if this Lease is terminated with respect to such
Item of Equipment because of a Casualty Occurrence and the Lessee
has paild the Casualty Value due as a result thereof, such proceeds
shall be applied in the manner as 1s provided for the disposition
of insurance proceeds in Section 11.5 hereof; provided that, if
the Lessee 1s at the time of the application in default in the
payment of any other liability of the Lessee to the Lessor hereunder,
such proceeds may be applied against such liability.

11.2. Duty of Lessee to Notify Lessor. In the event
that any Item of Equipment shall be or become lost, stolen, destroyed,
or, 1n the reasonable opinion of the Lessee, irreparably damaged
or permanently rendered unfit for use from any cause whatsoever
during the term of this Lease or thereafter while such Item of
Equipment 1s 1n the possession of the Lessee pursuant to Section
13 or 15 hereof, or title or use thereof shall be requisitioned or
taken by any governmental authority under the power of eminent
domain or otherwise during the term of this Lease for a stated
period which exceeds the then remaining term of this Lease, or the
Lessee 1s unable to return any Item of Equipment at the end of the
term of the Lease because such Item has been requisitioned or taken
by any governmental authority (any such occurrence being hereinafter
called a "Casualty Occurrence"), the Lessee shall promptly and
fully (after it has knowledge of such Casualty Occurrence) inform
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the Lessor and any assignee thereof pursuant to Section 16 hereof
in regard thereto (including, without limitation, the Assignee)

and shall pay the Casualty Value (as defined in Section 11.6 hereof)
of such Item in accordance with the terms of Section 11.3 hereof.

11.3. Sum Payable for Casualty Loss. The Lessee, on
the Term Lease Commencement Date or next succeeding Fixed Rental
payment date or the last day of any storage period pursuant to
Section 13 hereof, as the case may be, following 1ts determination
that a Casualty Occurrence has taken place with respect to any
Item of Equipment, shall pay to the Lessor (i) any rentals or
other sums due on or prior to such date then remaining unpaid,

plus (ii) a sum equal to the Casualty Value of such Item of Equlpment
as of the date of such payment.

11.4. Rent Termination. Upon (and not until) payment
of all sums required to be paid pursuant to Section 11.3 hereof
in respect of any Item or Items of Equipment, the obligation to
pay rent for such Item or Items of Equipment accruing subsequent
to the Casualty Value payment date shall terminate, but the
Lessee shall continue to pay rent for all other Items of Equipment.

11.5. Disposition of Equipment. The Lessee shall, as
agent for the Lessor, use 1ts best efforts to dispose of such Item
or Items of Equipment having suffered a Casualty Occurrence as
soon as 1t 1s able to do so at the best price available; it being
understood that the purchaser thereof may be the Lessee provided
that the Lessee shall have so used its best efforts and shall itself
pay such best price. Any such disposition shall be on an "as-1is",
"where-1is" basis without representation or warranty, express or
implied (including, without limitation, those representations and
warranties expressly disclaimed in Section 5 hereof). Upon the
Lessee's request, the Lessor shall provide the Lessee with a bill
of sale or any other documents reasonably necessary for the Lessee's
disposition of the Items suffering a Casualty Occurrence. Any
payments received at any time by the Lessor or the Lessee from any
governmental authorlty, insurer or other party with respect to a

Casualty Occurrence to an Item of Equipment will be applied as
follows: .

(a) so much of such payments as shall not exceed
the Casualty Value required to be paid pursuant to
Section 11.3 (plus any indemnification payment required
pursuant to Section 6 hereof) shall be applied in
reduction of the Lessee's obligation to pay such
Casualty Value (plus any such indemnification payment),
1f not already paid by the Lessee, or, 1f already paid
by the Lessee, shall be applied to reimburse the Lessee
for 1ts payment of such Casualty Value (plus any such
indemnification payment), and following such application
there shall be paid to Lessee so much of the balance,
i1f any, remaining thereafter as 1s equal to the excess,
if any, of (1) the present value (at a discount rate
of 13%) of the Fair Market Rental (determined at the
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expense of the Lessee and Lessor shared equally) for

such Item for the balance of the term of the Lease for
such Item over (11) the present value (discounted at such
rate) of all remaining Fixed Rent for such Item, and

(b) any remaining balance after such application
and such payment to the Lessee to be thereafter pald
over to, or retained by, the Lessor,

Notwithstanding the provisions of Section 18.2 hereof, if Lessor
and Lessee are unable to agree, for purposes of this Section, on
the Pair Market Rental of an Item or Items of Equipment, the same
shall be determined by Janney Montgomery Scott Inc., or such other
independent appraiser as may be mutually acceptable. If Janney
Mongtomery Scott Inc. refuses or is unable to act, and the partles
are unable to agree on a mutually acceptable appralser, then Falr

Market Rental shall be determined in accordance with the provisions
of Section 18.2 hereof.

11.6. Casualty Value. The Casualty Value of each Item
of Equipment shall be an amount determined as of the date the
Casualty Value 1s paid as provided in this Section 11 (and not
the date of the Casualty Occurrence) equal to that percentage of
the Total Cost (as defined in the Participation Agreement) of
such Item of Equipment set forth in the Schedule of Casualty
Value attached hereto as Schedule C opposite such date of payment.

11.7. Risk of Loss. The Lessee shall bear the risk
of loss and, except as herelnabove In this Section 11 provided,
shall not be released from 1ts obligations hereunder in the event
of any Casualty Occurrence to any Item of Equlpment from and after
the date hereof and continuing until payment of the Casualty
Value and all rental installments and other sums due on and prior
to the date of payment of such Casualty Value in respect of such
Item of Equipment has been made, such Item or the salvage thereof
has been disposed of by the Lessor and the title to such Item or
the salvage thereof and all risk of loss and liabilities incident

to ownership have been transferred to the purchaser of such Item
or the salvage thereof,

11.8. Eminent Domain. In the event that during the
term of this Lease the use of any Item of Equlpment 1is requisitioned
or taken by any governmental authority under the power of eminent
domaln or otherwise for an indefinite period or for a stated
period which does not exceed the term of this Lease, the Lessee's
obligation to pay all installments of rental and other sums
shall continue for the duration of such requisitioning or taking.
So long as no Event of Default, or event which with the lapse
of time or giving of notice, or