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Y TECBN\MERCEGOMWSS‘ON Enclosed for recordation under the provisions of
INTERS 49 U.S,C. §11303(a) and the regulations thereunder are the
' original and two counterparts of each of the following docu-

ments: (i) Conditional Sale Agreement dated today between
The Chessie Corporatien, as vendor, and Upper Merion and
Plymouth Railroad, as vendee; (ii) Agreement and Assignment
dated today between The Chessie Corporation, as assignor,
and The Ohio National Life Insurance Company, as assignee
(assigning certain interests in the Conditional Sale Agree-
ment); (iii) Non-Negotiable Installment Promissory Note --
Security Agreement dated today between Funding Systems
Railcars, Inc., as debtor, and The W-A Equipment Company, as
secured party, (iv) Management and Maintenance Contract

=

° dated today between The W-A Equipment Company, as owner, and
Upper Merion and Plymouth Railroad Company, as manager; and
(v) Transferee Agreement dated today betwéen The W-A Equip-
ment Company, as transferee, and The Ohio National Life

Insurance Company, as secured party, {(assigning an interest
in the Management and Maintenance Contract), with the Consent
and Agreement of the manager attached thereto.

A general description of the railroad equipment
covered by the enclosed documents is as follows:

Twenty (20) 100-ton open-top hopper cars bearing
reporting marks and numbers UMP 7255 through UMP
7274, both inclusive.

The names and addresses of the parties to the
enclosed documents are: -

—- 4

A. Conditional Sale Agreement - o o

RTAR g Vendor: The Chessie Corporation
2 North Charles Street
5\50 Baltimore, Maryland 21201



Vendee:

Upper Merion and Plymouth Railroad
c/o FSC Corporation

1000 RIDC Plaza

Pittsburgh, Pennsylvania 15230

Agreement and Assignment

Assignor:

Assignee:

The Chessie Corporation
2 North Charles Street
Baltimore, Maryland 21201

The Ohio National Llfe Insurance
Company

P. 0. Box 237

Cincinnati, Ohio 45201

Attention: Securities Division

Non-Negotiable Installment Promlssory Note -
Security Agreement

Debtor;

Secured Party:

Management and

Owner:

Manager:

The W-A Equipment Company
1114 Avenue of the Americas
New York, New York 10636

'Funding Systems Railcars, Inc.

c/o0 FSC Corporation
1000 RIDC Plaza
Pittsburgh, Pennsylvania 15230

Maintenance Contract

The W-A Equipment Compan§
1114 Avenue of the Americas
New York, New York 10036

Upper Merion and Plymouth Railroad
c/o FSC Corporation

1000 RIDC Plaza

Pittsburgh, Pennsylvania 15230

Transferee Agreement

Transferee:

Secured Party:

The W-A Equipment Company
1114 Avenues of the Americas
New York, New York 10036

The Ohio National Life Insurance
Company

P. 0. Box 237

Cincinnati, Ohio 45201

Attention: Securities Division



Managerzs Upper Merion and Plymouth Railroad
c/o FSC Corporation
1000 RIDC Plaza
Pittsburgh, Pennsylvania 15230

The undersigned is attorney-in-fact for Upper
Merion and Plymouth Railroad Company and Funding Systems
Railcars, Inc. mentioned in the enclosed documents and has
knowledge of the matters set forth therein.

Please return the copies of the enclosed documents
to Charles T. Kappler, Esqg., Alvord and Alvord, 200 World
Center Building, 918 Sixteenth Street, N.W., Washington, D.C.
20006, or to the bearer hereof. '

Also enclosed is a remittance for the required
recording fee. :

Very truly yours,

A NN

C. Martin Goldenberg



Puterstate Commerce QEommissiou" - 2/20/80
®Washington, P.E. 20423

OFFICE OF THE SECRETARY

John G.Buckley

Vice President & Treasurer
Canadian General Transit Co.,Limited
Suitc,422

. 1010 St. Catherine Street,West

DeafMontreal, Qubbec, Canada
Sir:

The enclosed document {s) was recorded pursuant to the provi-

sions of Section 11303 of the Interstate Commerce Act,49 U.S.C.

11303, on at . , and assigned -
2/20/80 11: 10am g re

recordation number (s). 11510 & 11510-A

Sincerely yours,

X S A
ﬂ,z’ﬂ R
- « f

Agdtha T.. Mergetiovich
Secretary

Enclosure (s)

SE-30
(7/79)
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CONDITIONAL SALE AGREEMENT
Dated as of February &0, 1980
Between
THE CHESSIE CORPORATION
And

UPPER MERION AND PLYMOUTH RAILROAD COMPANY




CONDITIONAL SALEJAGR:E&ZNT dated
as of February @0, 1980, between THE
CHESSIE CORPORATICN (hELelua r called
the Vendor or Builder as more particularly
set forth in Article 1 he*eoL), and
UPPER MERION AND PLYMOUTH RAILROAD COMPANY

(hereinafter called@ the Vendse),

Ite

"
0

ises,

WHEREAS, the Builder and Vendee (as aSSLgden of
Funding Systems Railcars, Inc.) entered intoc a certain Purchase
Agreement dated as of June 12, 1979 (hersinafter czlled the
Purchaszse Agreement), and Builder and Vendee desire to amend
such Purchzse agreement, as herein provided, bui onlv insofar
as such Purchase Acgrszexant relztes to thzit number of units of
railrcad ecuipment described in Annex B hersto (hereinafter
called the Eguipment); and ;

WHZREAS, pursu Buildsr acrees to
assexble and construct, deliver to the Vendee,
anc the Vencesz acrees number of units of
the EZcuisment which ar er by the Vendee
on or prior to June 30 if less than the
numZer soeciiied Iin Annsx sacifically described
by surslemznt hereto subject to the preovisions hereci); and

WHEZIREAS, THE OHIO NATIONAL LIFE INSURANCE CHMPANY
(hereinaiter sometimes czlled the Assignee ¢r the Vendor) is.
acrzeinc to fipance as Investor 70% of the Purchase Price of
tha Zcuirment.pursuant to a Participation Agresement (copy of
which is annewxed hereto as Annex C) catec as of the date here-
0f (hereinafter called the Participation Agreement), among the
Assicnee, the Vendee, and Funding Systems Railcars, Inc. and
FSC Corporation as guarantors (hereinafter seoarately and
ccllectively called Guarantor) of the payment in full of the
inde-tedness represented hereby;

NOW, THZIREFORE, 1n consideration of the mutual prom

covenants end agr

heraeto co hereby agree as follows:

ARTI
contemplate th
Purchzacse Price
is reoguirad un
ATTizie 5 here
Purcrzee Price
cursuInT o an
hereoi betiween
ASssicnment ‘bel

eements hercinziter set for+th, the parties

CLE 1. Assicnment; Definitions. The parties hereto
at the ncee wiil furnish thac porticn of the

(as h inafter defined) for the Equipment as
dor subs crach (a) of the third paragraph of
oZ and thac an amount ecual to the balance of such
shall be paid to the Builder Ty the Assignee
Aqr:c:en:.a:d Assignment dated as of the date

the Builder and the Assignce (such Agreement and
nG hereinafter called the Assignment).
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The term "Vendor", wheneve* used in this Agreement,
means, before any assignment of its rights hereunder, the
party hereto which has assembled and manufactured the Equip-
ment and any successor or successors for the time being to
its manufacturing propertles and business, ancé, aiter any such
assignment, both any assignee or assignees for the time beinc
of such particular a551gned rights as regards such rights, and
also any assignor as regards any richts heresunder that are
retained or -excluded from any assignment; and the term "Builder",
whenever used in this Agreement, mezans, both before and after

any such assignmeht, the party hereto which has assemiled and
mznufactured the Equipment and any succsssor or successors for
tne time being to its manufacturing proserties and business,
ARTICLT 2. Ceonstructicn and Szle. 2ursuant to thls
Acrecment, the Builder snall construct tne Eguizment at its
olanit set feorth in Annex B heretc, ané will sell anc celiver
tc the Vendze, and the Vendse will opurchzss from the Builder
end accept delivery of ancé cay fcr (a2s hereinzfter provided),
the number of uni:is of the Eguipment described in the second
WEERIAS clauss of this Agr=ement, it besing undsrstood that tlhe
fguipment shown con Annex B hersto not accepisd pursuant to this
Article Z on or pteiorz June 30, 1980, shall be excluded . :@::
from this Conditionzl Sale 3Agrsement and nct includsd in the
term Ecuipment, zndé the Vendor end the Vandse shzll esxecucs
&n acresement suptlemental herszto limiting this Agreement to
the Eguipment theratofors accecied and s=2ttled for hersunder.
fzch unit cf the Eguipment shzll be constructad in accorcznce
with the spscificztions referrsd to in Annex 3 hersto &ncé in
accordance with such modificzticns ther=of as mav be agreed
uccn in writing emong the Builder ané the Vendes (which
scecifications ané modificzticns, 1f anv, zre hereinafter czilsd
the Specifications). The design, quallhv ené ccmponent partcs
0f each unit of the Eguipment shall corform, on the date of
completion of assembly and menuiacture thereof, to eall Department
of Transvortaticn and Interstate Ccmnmerce Comnission recuirsments
ané specifications and to all standards, if eany, recommenced
bv the Associaticn of American Pzilroads reasonably interpretad
"as being acplicable to railroad equipment of the character of
such unit, including units intended for interchange, and each

and when any

£

e
such unit will be new railroad equipment. As

ed by the Vencee

tcuioment shz2ll from time to time be accepte
¢

heraunder within the limitations describted in t“afeCO“d WHIREAS
clause of this Acreement as evidenced by the Vencee's Certificacs
of Acceptancz, the same shall be cdeemed acceptzd heraunder arq
chall izs0 factz and without further instrument pass uncer anc
beccme subject to all the terms and provicsions hereof.



ARTICLE 3. Inspection and Deliverv. The Builder will
daliver the units of the Equipment to the Vendee at the place
or places specified in Annex B hereto (or if Annex B does not
specify a place or places, at the place or places designated
from time to time by the Vendse), freight charces, if any, pre-
paid (to the extent included in the Purchase Price as herein
set forth), in accordance with the delivery schedule set forth
in Annex B hereto; provided, however, that delivery of any unit
of the Equipment shall not be macde until this Agreement and the
Assignment have been filed pursuant to 49 U S.C. §11303 of the
Interstate Commerce Act; and provided, further, that the Builder
shall heve no obligation to deliver any unlt oi Equipment here-
uncer subsecuent to the commencement of any pbrocsedings specified
in clause (&) of Article 15 hereof or the occurrence of any event

of default (as described in Article 15 hereoi), or event which,
with the lc.osn o time and/or demand, could ccastitute such an
event of default. The Ruilde: liver any unit oZ
Ecuipment hereundsr follewing n notice from the
Assignes of the commencenent dings or the
cccurrence cf any such

znv Ecuipment not delivered at the time of receipt by
_the Builder of the noitice specified in the second sentence of
the first varagrazh of this Article 3 and anv IZguipment not
delivered ané azccepted hersundsr (including iaviené therefor
pursuant to the Assignment) on or prior te June 30, 1980, .
shall be excludsd from this Agresesnment; providsd, boweve:, th
neither the Vendee nor the Buildaer shall thersbv be relx eved of
their respective cobligztions to purchase or sell such excluded
units pursuznit to the Purchase Acgreement, it keing the intent
of this provision, anéd of the similar provisions appearing in
the first paragraph of Article 2 and the first paragraph of
Article 4 merely to excluce such units from the provisions of
this Agreement intended to provide for the financing of the
Ecuipment on an installment purchase basis. The Purchase
Agreement shall be superseded by this Ag= eement onlv with
respect to units of Ecuirment delivered andé settled for
hereunder and paid for pursuant to the provisions of the
Assignment.

During ceonstruction, the Eguipment shall be subject
to inspection and approval by the authorized inspectors of the
Vendee, and the Builcder shall grant to such avthorized insbeciors
reasonable access tc its plant. The Builder acrees to ipspect
the materials used in the ccnstructicn oI the Equipment 1n
accordance with *he standard guality contrel practices of the
Builder. Pricr to dzliwvery, each unit of the E vipment shall ke



.
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presented to an inszector of the Vendee for inspection at the
Builder's plant specified in Annex B hereto, and if each such
unit confiorms to the Gpecifications, requirements and standarés
applicable thereto, such inspector or an authorized representa-
tive of the Vendee shall execute and deliver to the Builder a
certificate of inspvection (hereinafter called the Certificate of
Inspection) stating that such unit or units have been inspectead
on behalf’of the Vendee and are marked in accordance with Article
9 hereof; provided, however, that the Builder shall not thereby

be relieved oI its warranty referred to in Article 13 hereof.

ndee shall execute a certificate of acceptance (hereinafter
callea the Certificate of Acceptance) upon delivery of the
Ecuipment at the place specified for de livery of the Equipment.
Such Certificzte of Inszection and Certificate of Acceptance
shall ke in the forms, respeciively, of Exhibits 1 andéd 2 to
Annex B herecto. :

On delivery and acceptance of each such unit hereunder
at the place specified for delivery, the Builder shzll have no
further resgonsibility for, nor bear anv risk of, any damacge to
or the cdastruciticn or loss of such unit; orovided, however, that
the Builcder shkzll not thereby be relieved of izs warranty referred
T0 in Article 13 hereof. i

Netwithstanding the foregoing or any other provisions
of this Agrszmsant fo the contraxry, the de‘*vbrg to and acceritance
by or on behzlZ of the Vendee 0I any unit of Eguipmant excluded
from this AZcrssment pursvant to the first paragraph of Article ¢
rereocI cor tha second paragraph of this Article 3 shall be in-
effective, ak initio, to impose on the Assignee any liability,
obligation ©r resconsibility with respect thereto.

\RTICLE 4. Purchase Price and Payment., The term
"Purchazse Price" as used herein shall mean the prices set forth

in Annex B hereto (which prices are inclusive of freight charges,
and appliczble sales tax if any), all as further evidenced by
the BL”C°*'S seoarhte invoice cr invoices delivered to the
Vendee (such invoice or invoices being hereinafter called the
Invoices) I£ con any Closing Date (as hereinafter cdef fined in

this Article) the acgregate Purchase Price of Eguizment for
which settlzment has therctofore been and is then being made
under -this Agrasment would, bui for the provisions of this

-~



Maximum Purchase P*lce specified in Item 4

sentence, exce=d the

of Arnex A hera2to (or such higher amount as the Vendee may at its
octicn agree to prior to delivery of any unit or units of Eguicnment
that, but for such agreement, would be excluded from this Agreement),
the Builder (and any assignee of the Builder) and the Vencee will
enter into an agreement eycludlnc from this Agreement such unit

or units of ecuipment then prooosed to be settled for and specified
by the Vendee, as will, after giving effect:to such exclusion,

reduce such acgregate Purch ,ase Price under this Agreement to nct
mors than the Maximum Purchase Price specified in Item 5 of AnnexA

hereto (cr

such hicher amount

.
o esal

as atf

f )

The Ecuipment shall be setiled for in such number oz
groups of uniis cof the Eguipment deliverad to an accepted bv the
Vendez a&s is provided in Item 2 of Annex A hereto (each such group
beinc hereinasfer called a Group). The term "Closing Date" with
resecect to any Group shall mean such date or dates (not later than
June 30, 1980, _ such date being hereinafter called the Cut-0:if
Date), occurzinc not more than ten days following presentaticn by
tha 2uilider +to frs Vendes of the Invoices and of the Certificate
or Cer+ificatss of Acceptance for such Group, as shall be fixec
by the Vendcr ov writien ncotice delivered tc the Vendee andéd the
Assicnes at lszst three business days pricr tc the Closing Dats
casignatad cin. The term “"business days" as used herein
means calen excluding Saturdavs, Suncays ané any other
cav on wiic instituticns in Pennsylvenia, are authorized
or ckiicszte ain closed.

The .Vendea hereby acknowledges itself to be indebted
tc thz Vendor in the amount of, and herebyv promises to pay in
cash to the Vender at such place as the Vendor may designate,
the Purchese Price of the Equipment, as follows:

(2)

on the Clo

(1) an amount ecquzl
Price of such Group,
which () 70% of the

Ecuicment ccvered by
has theretolfore and
the Invoice cr Invol
being herein called
(v) the !Mamimum Cond
Item 5 of Annex A an
paid or paveble with
Prices vursuant tc t

sing Date with respect to each Group

to 30% of the aggregate Purchase

plus (ii) the amount, if any, by

Purchase Price of all units of the

this Agreemant for which settlement

is then being made, as set forth in

therefor (saicé invoiced prices

‘H Invoiced Purchase Prices), exceecs
-

itional Sale Indebtadness specified in
4 anv amount or amounts previously
raspect to Lno Invoiced Purchoase

ancd
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(b) 1in 60 quarter-annuzl installments, as hereinafter
prcvicded, an amount equal to the aggregate Purchzse Price of
the units of Egquipment for which settlement is then being
mads, less the aggregate amount vaid or pavable with respect
thereto pursuant to subbarac* oh (a) of this paragraph.

The portion of the Purchase Price pavable pursuant to
subparagraph (b) of the preceding varagraph (herelnafter called
the Conditional Sale Indebtedness) shall be payzble on the last
dey 0f each lMarch,; June, September -and December, commencing

September 36, 1980, to and including June 30, 1995 (or if any
such date is not a business dav, on the next succeeding business

av), each such date being )ereinafter called a P“\Haﬁv Date.
The unpaid balance of the Conditionzl Sale .Indebtedness from time
tc tines outstanding shall bezr interest from ths Closi:g Date in
resgect of which such indsbtedness has occurred at the rate of
12.22%% per annum. Such interest shall be pavable, to the extent
accrusd, on perch 31 and June 30, 1¢80 and thereafter on each
Pavment Dats thereafter occurring. The installments of principal
revable on each: Pavment Date shall be calculated sc that the
ansunt and allocation of principal and interest D:yable on eac“
Paiment Dats shall, in the aggreczte, be substantiallv level and
ecuzl (Z.=2. $20,726.93 per quarter-annual combined installment

c¢f orincinal and i1nterest). The Vendes will furnish to the
Vender prompily aiter each Clesing Date a schedule; in such
nunlier ox counterparts as shall be reguested bv the Vendor,
howing the respective amounis of principal and interest pavable
on each Pawmsnt Date.

Interest under this Acreemsnt shall be determined on

the kasis of a 350-dav vear of twelve 30-aay months.

The Vendee will pav, to the extent legally enforceable,
interest upon all amounts remaining unpaid after the same shall
have beccome due and pavable pursuant to the terms hereof at the
rate of 16% ver annum.

#11 payments provided for in this Agreement shall be
uch coin or currencv of the United States of America as

mads= in st 2
at the time of pavmaznt shall be lecal tender fer the payment ot
public and private debts, and shall be made by wire tra nsfer of
Federal or other inmn edlately a\dllub]e funds not later than ;l.QO
a.m., local time. in the city whers pavable. Except.as provided
in ~rticle 7 hereof, the Vcnd;c shzll not have the or‘”"POe of
prezaving any portion of the Conditional Sale Indebtedness prior
te The date i1t becomes duc
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The obligation of the Vendee to pay to the Vendor
the amount recuired to be paid pursuant to subparacraph (a)
of the third oa*ggvaph of this Article 4 with resvect to any
Croup shall ke subject to the receipt by the Vendee of the
dOCLﬁants,requlred to be furnished by the Builder pursuant
to Section 4 of the Assignment in respect of such Group.

ARTICL . Securitv Interest in t

Vendor shall and hereby does retain a securi

Ecuipment until the Vendee shall have made a

under this Agreement and shall have kept and

agreements herzin contained, notwithsitanding

Ecuizm sdt o and the possession and use the
w
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. The Vencee hereby waives and re-

, existing or that mav be acguired, in
penalty, forfeit or damaces for failure
uch documents or instruments, or to file
any certificate of 1t in compliance with any law or statute
reguiring the filing the same, except for failure to execuze
and céeliver such documentc or instruments or to £f£ile such
certificate within a reasonable time after written demand by

thie Vendee.
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ARTICLE 6. Taxes. All payments to he made by the
Vendee hereunder will be free of excense to the Vendor for
collection or other charges and will be free of excense to the
Vendor with respect to the amount of any local, state, federal
or foreign taxes (other than gross receipts taxes [except gross
recelipts taxes in the nature of or in lieu of sales or use or
rental taxes], taxes measured by net income of the Vender,
excess proiits taxes,and similar taxes) or license fees,
ascessnents, charges, fines or penalties (so long as such
fines or penalties are not imposed as the result of actions
of the Builder or Vendor) he*eaF“e* lev ed or impcsed upcn or
in connection with or mea
rental, use, paymeni, sh
the te:ms hereof (
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e legal or administrats

noavment thereof deces not,
the Vendoxr, adversely affec: the se

or rights of the Vendor in or to the

e under this Agreement. If any impositicns

ed or levied against the Vendor directly

the Ve r, the Vencdee shall reimburse the Vendor

ntation of an invoice therefor, together with interest

n at the rate o0f13.25% per annum, and any amounts so paid

endeor shall bz securcd by and under this Agreenme ent;

, however, that the vendee shall not be obl icated to

e the Vendor fcr any impositions so paid unless the

h have kﬁeﬂ lccally liable with respect thercto (as
an opinicn of counsel for the Vendor) or unless

hall have aporoved in writing the payment thereol.
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ARTICLE 7. Maintenance; Casualtyv Occurrences; Insurance,
The Vendee shall maintain and keep each unit of the Eguipment in
good operating order, repair and condition and in compliance with

o
cae

Rules of the Asscciation of American Railrocad
change service.

s for use

standards frem time to time in effect under the Interchange
in inter-
In acddition, the Vendee acgrees that it will be

responsible for meainteining all governmental consents, approvals
or authorizaticns required to keep all of the units of Ecuipment
which are subject to this Agreement eligikle for interchange

service. »

In the ev
heccrme worn ouk,
the Vendece,
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, Stoclen, destroved,
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Upcn pavment by the Vendee to the Vendor of the
Casualty Value of any unit of the Equipment having suffered
a Casualiy Cccurrence, absolute right to the possession of
and properiv in such unii shall pass to and vest in the Vendse
firee and clezar cf the security interest of the Vencdcr, without
further transier or acticn on the part of the Vendor, except
that the Vencder, if reguested by the Vendee, shall execute arnd
deliver to the Vendse, at the expense of the Vendee, an .
appreopraite instrument cc-fi_mlng such relezase of the Vendox's
security interest, in such unit, in recordaeble form, in order
that the Vendes may make clear upon the public records the
title 0f ths Vandee to such unit,

The Casualiy Value of each unit of the Ecuipment
stifering a Casuzlity QOccurresnce shall be deemad to be that
vorticn o the originzl Puxrchase Price apvliczble tc each such
unit remzining unsaid on the date as of which such Casualcly
Value 211 be determined (without giving eifect to any pre-
pavment or preravmanis tharetofore made under this Article 7
with rescact tc anv cther unit), plus interest accrued therecn
Eut unrzid as c¢f such &atz. For the purpose cf this paragrazh,
ezch p n% of the Purchase Prices in respect of Eguirment made
Tursuant ftc ~Ariicle 4 hercei shell be dess=med to be & payvment on
gzch unit ¢ the Zguirpment in like proportion as the original
Puzc e Prize of such unit bears to the aggracgate original
rurc = Frice of ths Eaq ent. '

IZ the Vendcr shzll recsive any insurance proceecs
or ccndemnaiicn pavmenis in respect of such units suifering
& Casuvaliv Occurrence, ths Vendor shall, afLe“ hav:ng received
payment oi the Casualty Velue hereunder, pay any remalnlng
insurance protceeds or concemnaticn payments to the Vendee,
rrovided that no defaulit hereunder shall have occurrasd and be
continuine. All insurance prcceeds or condemnation payments
received by the Vendor in respect of any uni“ or units of
Ecuipmeni not suffesring a Casvalty Occurrence shall be paid
to the Vendee upcn prooi satisfactory to the Vendor that any
~Gamage to such unit in respect of which such proceeds were
pa2id has been £ully repaired.

The Vencdeoe will, at all times, cause to be carried
and maintzinad all risk, physical loss and damage insurance
in respect oI the units cI Eguipment in an amcunt at least
egual o “ha Casualty Value of such Units at the time subject
hercto, and puzlic liahility insurance in amounts and against
risks cusszcmarily insursdé acainst by others in the Vendee's



industry in respect of similar equipment. All policies
evidencing such insurance shall contain an agreement by the
insurcrs that such policies shall not be cancelled or the
amount 0f coverage thereof or persons covered thereunder
adversely changed without at least 30 days' pricr written
notice {ouoondfoobimeimamisXnEtieti i ooete TG ERBEY
sebbhovanebodeestxSrdawxinprisrxwebios) to the Vendor by the
insurers or the insurers’' authorized representative, as the
case may The benefits of such insurance shall be payable
to the Vendor as its interests may appear, so leng as any of
the Conditional Sale Indebiedness shall not have been paid in
full, and thereaf:ter to Vende '
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. ARTICLE 8. Reror:s znd Incsvections. On or bafore
April 30 in each vear, CChmsACing wiin the wezr 1981, the Vendee
shall cause tc be furniszhed Lo the Vendeor an accurate statement
(2) se:tting forth as at the poreceding Decsmier 31 the amcunt,
dzscorivticn and numbers of all units of the EZcuipmsnt then
subicct te this Rcresement, the amount, description znd numbers
of 211 units of the Eguipnment that have suifsrsd ¢ Casualty
Occurranca during the prsceding calencder year or are then
encercoing vairs (other than ing repairs) or then withdrawn
frem vese pending such repaivrs ( =Yy th running vepairs) and
sztiing forvih such cther information v $ the cocndéition
and shate ©f repziv of the Squitment as the Vandeor may reascnably
requzzit and (b}-sta:ing that; in the cazse of z2ll EZguipment
resalireé or ravainted during the zeriod coversd by such
Stztsment, the nunbersz and markings recuired by Article 9 herecs
have been orescrved or rewvlaced. The Vender shell have the
right, bv itz agents, tc insmact the Eguipment and the Vendes's
recovds with respect thersio zt such reasonable timss as the
Vernécr may reaquest during the term of this Acrzement.

ARTICLE 9. Marking of Ecuvipment. The Vendee shall

cause each unit of the Eguipment te be xept numbered with the
rozd numhers set forth ir annex B hereto, and will keep and
maintain, plainly, distinctly, permanently 2and conspicuously
marked on each side of each unit, in letters not less than oneg
inch in height, the words "Ownership subject to a Security
Lgreement filed with the Interstate Commerca Ceommission”, or
other appresriate werds desicgnated by the Vender, with appropriate
changos thoreo? and additions thereto as frow time to time may be
required bv law in order to protoct the Vendor's interest in thz
Eguicment and its rights undeor this Agreement. The Vendeo will
rnot peormit any such unii to be placed in eperation or gMorcise any
contrvel or dcmisior over +the same until such markings shall have
bcon mzde thoroeon and will replace or will cauvse to be veplaced

-1~



promptly any such markings which may be removed, defaced,
obliterated or destroved. The Vendee will not permit the
identif ylnc anber of any unit of the Equipment to be changed
except in accordance with a statement of new number or numbexs
to be substituted therefor, which statement previously shall
have been filed with the Vendor and filed, recorded and de-
posited by the Vendee in all public offices where this Agree-
ment shall have been filed, recorded and deposited.

* Except as provided in the immediately preceding para-
graph, the Vendee will not allow the name 0f any person,
association or corporation (except the name of a transferee

permitted under Article 11 hereof) to be placed on anv unit of

the Eguipment as a cesignation that micht be lnuﬂrpreted as a

cl £ c::crs:ipﬁ orevidsd, however, that the Eguipnment may be
the nanss or initials or other insignia custcmzrily
ndee or its affiliates.

ARTICLE 10. Ccmoliance with Laws and Rules. During the
term of this Agreemenit, the Vencdee will comply, and will cause
every user of the Eguirment to comply, in all respects (including,
without limitation, with respect to the use, maintenance and
oozrzticn of the Eguipment) with all laws of the jurisdictions
in which itz or such user's czerations involving the Ecuitment

£znd, with the interchance rules of the Association ci
Lcan Ra ads and with a1l lawiul rules ci the DPepartnent

CI Transzox ion, the Interstzte Conmerce Cecmnission and any

ther lecis ive, exescutive, aéministrative or judicial body
exsrcising power or jurisdiction over the Egquipment, to the
extent that such laws and rules 2ffect the title, operation or
use of the Ecuipment, and in the event that such laws or rules
reguire any alieration, replacement or modification of or to any
part of any unit of the Ecuirment, the Vendee will conform there-
with at its own expense; proviéed, however, if no default exists
hereunder, the Vendee may, in good faith, contest the validity
or applicaticn of anv such law or rule in any reasonable manner
which does noct, in the reascnable opinion of the Vendor, adversely
affect the preperty or rights of the Vendor under this Agreenent.

\

secsion and Use. The Vendee, so long
11 not have occurred and be continuing
under this Acreement, shall bz entitled, from and after delivery
cf the Eguirment by the Builder to the Vendee, to the possessicn
of the Ecuizment and the usc thercof, but only upon and subject
to all the terms and conditions of this Agreement. The Eguipment
cn a ragular basis, only within the continental

BTICLE 1l1. Pos
as an event of default sh

~-12-



The Vendee/Purchaser shall not transfer, sell, part
e possession of, or otherwise dispose of the Equipment,
ny oi the Conditional Sale Indebtedness shall be out-

e a
cding, cxcent under and pursuant to one or more of the
cwing arrangements:.

The Equipment may be sold by the Vendee to one or
more purchasers, and resold by said purchasers to others
(colle:t*ve‘v and individually herein calleé a Purchaser/
Ow e*) provicded that (i) the intended use and operation
of the Eguipment shall be limited, on‘a regular basis,
to t“e continental United States, (ii) the initizl in-
strument of transfer shall be executed subsecuent to the
execution (as . identified bv the acknowledgments theretc
or time stamp thereon) of this Zgrecment and the Assign-
ment, (1ii) the Purchazser/Cwnexr shall emxrlicitly acknowl-
ecce that the intaresis thus acguired by the Purchasexr/
Cwner are secondary and subjecit to the rights of the
Vendeor (including its assigns) undsr Article 16 hereof
uron the hapoening of an event of default hereunder,

(iv) possessicn of the Eguirment shell remzin with and
subiect to the control of the Vendee, at lezst until all
Conditicnal Sale Indaekbtedness shall have been paid in £ull,
pursuent tc a managemanit agrsement sutbstantizlily in the
fcrmy o Annex D hereto, and {v) the Purchaser/Cwner agrees,
tzon regusst of the Vendcocr, to assign to vVender all of
Purchzser/Owner's right, 1in all sums dus

and LC bheccme due undex such management agresment, together
with: the Purchaser/Cwner's ricght to all claims Zcr damages
arising cut of the breach theresoif, and all righits of the
Purchzser/Cwnar to terminate such agreemant ancd to ccmpel
pericrmance of the terms thereocf. Ugon writien instruction
from the Vendor to the Vendee, as manager, all sums payable
uncer sutuch management agreement shall therezfiter be paid

by th2 manacer directly to the Vendor, it being understood
and acreed by the parties hereto, however, that until
cefault shall have occurred hereunder, the Vendor shall
refrzin frcm issuing anv such instruction. TIn the event

Z a transfer of the Vendee's rights as aforesaid, any
payments thereaiter due herepnccr and payable to Vendee,
shall instead be paid to manager.

In tlie cvent of a transfer of the Vendse's rights as
csaid, thera shall be delivered to the Investor an opinion
cunsel (who shall be acceptable to the Vendor) of the
haser/Cwner to the effect that:

-13-



(i) the Purchaser/Owner is duly ozganized,
validly existing and in good standing under the laws.
of its state of formation and is cduly gqualified to do
business and in good standing in such other ]u;lSC*C;lO 'S
in which its business, properties or activities reguire
such qualification; '

(ii) the management agreement has been duly
authorized, executed and delivered by the Purchaser/
Owner and Vendee and, assuming due authorization,
execution and delivery by the other parties thereasto,

constitutes a legal and valid instrument binding on
the ru_chaser/Ovne* and Vendee;

(iii) neithe t“v executicn and delivery of the
marnagement agrecmen;, noxr the ccnsummaticn of the trans-
actions therein contemplatad cor the fuliillmen:t of, or
compliance with, the terms and provisicns therecf will
conflict with, or result in a breach of, any of the term:s,
conditions or provisions of anv bond, debsanture, note,
mortgace, indenture, acreecmenit or other instrument known
to such counsel to which Purchasszr/Ownser, and Vendee 1s CIT
are ncw a party or by which it or its property may be
bouné, or constitute (with the giving ci notice or the
passage oi time or both) a default thersunder cr, pur-
suant to the provisicns therecf, reszul: in a lien on the
Eguipment which would be egual to or superior to the lien
of the Vendor hereunder or in any manner affect adverselw
the security interest of the Vendor therein.

The utilizztion of units of the Eguirment by one

or nmerz railrcad companies in interchenge service within the
ccntinental United States (on a regular basis) shzll not be
deemed a loss of possession or control of the Equipment by
the Vendec.

ARTICLE 12. Prohibition Against Liens. The Vendee
will pay or discharge any anc all sums cla;med by any pariy
frem, threcugh or under the Vendee or its successors Or ass%gns
which, if unpaid, micht become a lien, charge or security in-
terest on or with respect to the Eguipment, or any unit thereof,
ecual or suparior to the Vendor's sccurity interest therein,

a“d will promptly discharge any such lien, charge or securitv
interest which arises, but shall not be recuired to pay OF is-

}J
H

charce any such claim, so long as no de fault exists herceunder,

~-14-



and so long as the validity thereof shall be contested in good

faith and by appropriate legal
in any reasonable manner and
in the reasonable opinion of
security interest of the
otherwise under
in discharge of

Equipment shall

liens, charges

the nonpavment thereoi
the Vendor,
Vendor in or to the Equipment or
this Agreement.

or acdministrative proceedings
does not,
adversely affect the
Any amounts so paid the Vendor
or security interests upon the

be secured by and under this Agreement.

» This covenant will not be deemed breached by reascn

of liens for taxes,
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A

The Builder represents and warrants to the Vendee that,
at the time of delivery and acceptance of each unit of the Ecuip-
ment uncder this Agreement, it will transfer to the Vendee good
ancé marketable tltle to such unit and- the Vendee will have good
and na*ketaale title thereto, free and clear of all claims,
liens, security interests and other encumbrances of any nature
except only the rights of the Vendor under this Agreement.

- The Builder further represents and warrants to the
Vendee, its successors and assigns, that at the time of delivery
of each unit of Eguipment to the Vendee, such units will con-
stitute "new Section 38 property" within the meaning of Section
43 (b) of the Internal Revenue Code of 1954, as amended, ané wil
not have been used by any person so as to preclude "the origina
use of such property”" within the meaning of Secticns 43(b) and
167 (c) (2) of such Code freom cocmmencing with the Vendae.

1
1

oy
"

T agresment of the parties relztinc tc the Builder's
warranty oI material and workmanship and the agreement of the
parties relating to patent indemniificaticon are set forth in
Item 3 of annex A hereto.

ARTICLE 14. Assicnments. Except.as provided in
Article 11 hereof, the Vendse will noit traznsisr ownerzhip or
the right to poussession ¢f anv unii of the Eguipment, or sell,
zssign cr ctherwise disscse of its rights under this Agresement.
Every such transier, and every such sale, assigrnment or other
cisposition shall be expressly subject in all respects to the
richts and remadies of the Vendor hereundsr (including, withoux
limitation, its rights and remedies upon the happeninc of an
event oI cdefzult hereunder).

211 or anv of the richts, benefits and advantacges
of the Vendor under this Acresement, including the right to
receive the pavments herein provided to be made by the Vences,
may be assigned by the Vendor and reassigned by any assignee
2t anv time or from time to time, MNo such assignment shall
subje&: any assicnee te, or relieve the Bullder from, any of
the obligations of the Builder to cciistruct and deliver the
Ecuipment in accordance herewith or to resctcnd to its warrantles
anc incdemnities retfterrsd to 1n Ar tlc‘e 13 her20£f, or relieve
the Vendze of its resgective cbligations to the BuilZer containad
in Articles 2, 3, 4, 6 and 13 hereof, Annex A hersto and thls
Article 14, or any cther oblication which, according to 1ts
terns or contaxt, is inzended to survive an assicnment.

—-}6-
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Usen any such assignment, the assignor shall cive
written nctice to the Vendee, together with a counterpart or
cozoy 0f such assignmant, stating the identity and post office
acdress of the assignzs, and such assignee shall, by virtue
oI such assignment, aczuire all the assignor's

interest in end to the Eguipment and this Acreement, or
in and to a porticn thereoi, as the case may be, sutbject only
to such rese*v*tions as may be contained in such assignment.
From and aftitsr the receipt by the Vendee of the notification
oX any such assigrmment, all payments thereafter to be made by
the Vendee unéder this Agreement shall, to the extent so assigned,
be made to the assicnes in such manner as it may direct.

The Vends2 cnizes that this Agrsemant will be
aszizn=d Lo the Assicnze 2s provided in the Zssignment. The
Vzndezae expressly recresents, for the purccse of azssurance to
eny gerson, firm or corrorzticn considering the acgulisition
eI this Agrssmenit or oI 2ll or any of the richits c¢f the Vende
narszuncer, ané for ths purrpose of inducing such acguisition,
thet the richis ©f the Assicgnee to the entire unpaid incsbted
in rsscact oI the Purchass Price of the Eguipment or such par
therzof &z mazv bz asszicned tocether with intevrsst therecn, éas
wzll z2s any ciner righis nerszundsr which mzav bs so assicnsd,
shzll not £o subiscn tc env defense, sztoff, counzerclaim or
recocucmant whatzcavaer zrisinc cut of eny brszch of eanv cblics
cI the Bulldsr rzsTact to ths Eguigmeni or the meanuizctu
cInsiructic rv Oor warraeniy therscf, or with resvact
tc &nv inds zin contzined, nor subiect to any czfenss
ssctcii, cou &r racouonmsnt wihiatsGever.

Anv arnd all such cblig:“*ons, howsoeve
arising, shzll be and remain enforceable by the Vendee against
anZ cornly aczinst the Builcer.

ARTICLZ 15. efaults. 1In the event that any one or
more of the followinc evernis or default shall occur and be
centinuing, to wit:

(a) the Vendee shall fail to pay in full any sum
pavable by the Vendee when payment thercof shall be que
hereunder, or under the Participation Agreement or the
Assignment, and such default shall continue for five

. - )
business cdavs after the date such pavment is due and
payazle; cr



(b) the Vencdee shall, for more than 30 days after
the Vendor shall have demanded in writing performance
therecZ, fail or refuse to CO“Dl] with any other covenant,
agreement, term or provisicn of this Agreement, or of
the Participation Agreement, on its part to be kept and
performsd or to make provision satisfactory to the Vendor
for such compliance; or

L4 . . .

(c) an event of default (as therein definecd) under
the form of manacement acreement set forth as Exhibit D
heretc shall have occurred and be continuing and a
substitutae manazcer shall ncit, within & pericd of 30 davs
tharzzfter, heve besn agrsed upen and consented to by the
Vendor (which congent will not be unreasonazly withhell);
ox

(¢} any procesding shall be commenced by or against
the Vencdee or a Guarantor Zor any reliei which includes
or micht result in, anv modification of the obligations
oI th2 Vendee or Guarznior hersunder cr under the Pertic-
ipation Agreemenit or Guarznise, under any bankrusicy or
inseliveaney laws, or lazws rslziing to the relis? of éebtcrs,
rezijlstment of indeziedness, rzorganizaitions, arrangenisnis,
ccinoositions or emisnsicns {ciher than a law which does nct
permii any rezdjustment of such obligaticne), and, unless
such proceedings shall have besn dismissed, nullified,
stzvea Or ctherwise rencderzd ineffzctive (but then only
so long as such stay shell ccontinue in force or such in-
effactivencss shall continue), all the cbligaticns ol
the Vendee or Guarantcr {as tie case may be) under this
Acrzsment or uncder the rticipation Agreement or Guaraniese,
sfheall not have been and shall no:t continue to have been
culy assumed in writing, pursuant to a court order or decree
by a trustee or trusteses or receiver or receivers acpointed
(wrnether or not subject to ratification) for the Vendee or
Guarantor (as the case may be), or for its property in
ccnnection with any such proceedings in such manner that
such chbligations shall have the same status as obligations
incurred by such trusiee or trustees or receiver or receiver
within 30 days or aftor such appointment, 1if any, or 60 dayvs
after such proceedings shall have been commenced, whichever
sirall e ecarlier; or

(e) the Vendce shall make or permit any unauthoriced
ascignment or trancier of this Agreement or any interest
herzin or any unauthorized transfer of the richt to pos-
sessicn of any unit ol the Eguipment andé the Vendee shall,
Icr more than 30 davs afzor ¢omand in writing Ly the Vendor,
fail teo secure a reassignment or retransier to thie Vendee
oI 5uCh Agreement, inzerest or right; or

~



(£) the Vencee sh hall relinguish or lose title to,
or possession Or control of, anv unit of the Eguipment
other +than pursuant to, and in accordance with, the

provisions hereof;

(g) an event of default (as therein defined) under any
transferee agreement entered into in accordance with clause
(v) of the second paragraph of Article 11 hereof shall have
occurred and be continuing;

then at any time after the occurrence of such an event of

default the Vendor may, upon written notice to the Vendee declare
(hereinafter called a Declaration of Default) the entire unpaid Con-
ditional Sale Indebtedness, together with the interest thereon then

accrizd znd untaid, immsdiezslv dus and zevabls, without furiler
Csmand, znc erzafiar the agcregats of tha uncaid balancs of
such indebisziness znéd intsrest shall bear interest Irom tns

é¢ztz of =zuch Declarztion of Defzult at the rats per &annum
scecifisd in 2rticle ¢ herscf as bteing acplicztles tc amounts
raemzining unvpaid aiter becoming due and peveblsz, to the sxtent
lazzllvw zniorcezble. Ugon & Ceclaraticn of Defzult the Vander
snall bps entizlad to racovar judsment for thes sntires unreld
bzlzncs ¢ tha Condizicnzl Szlie Indsbuednass £o teveble, witn
ints 2s aforsszid, and ©o ccllect such judgmsnt out oI any

property of the Vendee, wherever situated, it being understood,
however, that the obligation of the Vendee to pay such amounts

is not conditioned upon the Vendor reducing its claim to judgment
or instituting legal or other proceedings of any kind. The Vendee
shall promptly notify the Vendor of any event which has come to its
attention which constitutes, or with the giving of notice and/or
lapse of time could constitute, an event of default under this
Agreement.

The Vencer may, at its election, waive any such event
elt and its consevuences and rescind and a“nuW-aﬁv
“ion of Default by notice to the Vendee and Guarantor
ing to that effect, and thereupon the respective rights
carties shall be as they would have been 1f no such
Z default had occurred and no Declaration of Deifault
n made ox given. Notwithstanding the p:ovis;onq of this
oh, 1t 1is exb:essly understood and agreed by the Vende:x
me is of the essence of this Agrecement and that no such
rescissicn or annulmcnt shall extend tc or afliect any
r subsequent default or impair any rights or remedies

isccuent thereen

-~10-
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(herein called a Payment Default), the Vendor nevertheles gre
not to exercise any of its rights or remedies under said Articles,
incluéing, without limitation, the accsleration of pavments du=2
hereunder, solely by reascn of such Payment Default if, within 10
cays after the Vendor shall have given wriifen notice of such
Peyment Default to the Purchaser/Owner, (i) the Purchaser/Owner
srz2ll have made all pavments reguirs< bv this Agreement, non-
pzvmant of which shzll have occasicnsd the Payment Default,
including intaerest at the overdue rate set forth hersin, and

ii) no eveni ¢f defzuli under this 2cgrzement other than such
Pevmont DeZzult shzll have curred and be continuing; provided,
hcwevear, that the Purchaser/Cwsner shall ks entitleZ tc cure not
mcre than four Payment Defaults, no mere than itwe cof which may
be censecutive. The Vendor grees to give notice, as aioresaid,
uzcn the occurrence of a Pavmant Defauvliiz, buit its fzilure to co
5¢ shall nci affect its righits to proceed azgainst the Vendee.

ARTICLE 16. Remadizcs, 3t any time duxring the

continuancs of & Declarzcion &f Dzfaulz, thz Vandcr mav, and
ucern such further notice, if anv, as mzayv be rsguirsc for
comgilance with any mzncdatory lecal rsguirszmesnts thsn in Zcrce
erc¢ epsliczile to the action to be tzxen Dy the Vendor, take

cr czuse to pe taken, bv i1tz ac2nt ©r zcents, immsdiate
Tosszszicn ©f the Egulipment, or cone or mere of the units thersof,
without liziility to return to thes Vasndes any sums theretciors -
czil and Iree from all claims whazzsosvzr, exéept as hereinaliter
in this Article 15 excressly provicded, and may re2move the sane
£rcn sossessicn and use of the Vencz2e or anv other person and
for such curzose mav enter uvon the pra2misses of thes Vendee or
any ctner premi:es where the Eguicment mav be loczted and may
use and emcloy in ccnnecition with such removal any suopliss,
services and zids and anv available trackaca and other facilities
or means of the Vendee, subject to all mandatoryv recuiresments

of cue zrocess of law.

In case the Vendor shall demznd possession of the

Zocuelismant Turzuant to this Acreement 2nd shall designat2 &
reascnacle Tolnt or zZolnts for the celivery oI the Eguizment

to the Vendor, the Vendza2 shall, at its own excense and risk:

-



(a) forthwith and in the usual manner

(including,

but nct by way of limitation, causing prompt telegraphic
and written notice to be given to the Association of

American Railrozads and all railroads to which any unit
or units of the Equipment have been interchanged to re-
turn the unit or units so interchanced) cause the Eguip-
ment to be placed upon such storage tracks of Vendee

or any of its agrlllates as the Vencdor reascnably may
de51gnate,

the Ecuipment

(b) permit the Vendcr to store on
such tracks ai the risk of the Vendee without charce for
rent or storeage until the Zcuipment has been sold,
leased ox otherwise disposed of by the Vendor; and
{c) cause the Eguizment to be transperied to any
reascnzble place on the linss of any railroad controlled
by the Vendee or anv of its affiliates or tc any con-
necting cerrier Zor shipment, all as directed by the
Vendor.
During anyv storzge p=2ricd, the Vendee will, at its
own cogt and axrenssz, insure, mainitzin znd keeo sach such unit
in gocd ovrdéar and respair znd will zermii the insteciicn cf the
Touisnment Ly the ”e:éo:, the vendor's recresentztives and
Troscective purchasesrs, lessees and ussvs, This acrzement ©O
czliver the Egulcmen:t &nd furnizh facilities as hersinteifcre
ocrcvided is of the ecsance of the agcreement hbetween the parties,
and, ucon acclication to any cour:t of ecuity having juriséiction
in the zremicszg, the Vendor shall te entitled to 2 decrse agains
the Vences reguiring srecific pesviormance herzci. The Vende=2
herszby exprzassly walves any anc &ll cleims against the Vendcer
ané its ecent cr agents fcr damaces of whatever nature in
connection with anv retaking of any unit of the Eguioment in
any r2a2scnc2l2 mannear.
4t any time during the continuance of a Declaration
of D=fault, the Venior, with or without rctablno possession
thercof, at its election and uccn reasonzble notice tc the Vandee.
and anv other persons to whem the law may reguirs not: ice of
the time and olace, may sell tha aﬂﬂ*pmyn», or one or mora oI
the units thersof, free from anv and all claims of the VendeQ
©r any other Dar:ty claiming from, throuch or under the Vandesz,
at law or in ecui&v, at cublic or privats salz2 and with oOr
without advartisemant as the Vendor may determine; provided,

-21-
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howaver, that if, prior toc such sale and prior to the making

0Z a contract feor such sale, the Vendee or Purchaser/Cwner
should tender full pavment of the total unpaid balance of the
Conditiornzl Szle Incdebtedness, together with interest therecn
accrued and unpaid and all other payments due under this Agree-

ment as well as expenses o:f the Vendor in retak 11g posse551on of,
removing, sto**hg, holéing and preparing the Eguipment fcr, and
otherwise arranging for, the szle and the Vendor's reasonzkle
attorneys' fees, then upon receipt of such payment, expenses and
fees by the Vendor, absolute right to the possession o, title to

and progerty in the Ecuipment shall pass to and ves: in the Vendee
or Purchaser/Cwner, as the case may ke. The Dvoccede of

such sale or other.discositicn, less attorneys‘ fees ané any
other expensas incurrazd v the Vendor in retakinc pcssession of,
removing, storing, hcléing, preparing for sale znd sszlling cor
otherwisa Eisvesing of the Zguipmeni, shall be credited Zirst

to princigal, and cother eamounts nct constituting intersst pav-
ments, cue Vendor hereunder or under the Participation Acreement
or the Assignment, and thereafier to interest due the Vendorx
hereunder or under said other instruments.

A Any sele hereunder may bes held cr conductad at such
Dlace or slaces, and =2t such time or times as ths Vendor may
scacify, in one lct and &3 zn entirzty or in ssparai:z lcots and
withcut the necsesiiv of catherinc aif the zlzce of szle the
drcoariy to be solé, znd in cenerel in such menner as the Vendor
may detsrmine, so lcng as such sals shzall be in & commercially
rzesoneble manner. The Vandor or the Vendsze may bid for anc
beccne the purchesar of the Eguipment, or any unit theraci,

50 oZfzrzd Icr sala., The Vendee chzall be given written notice
of such sale not l2ss then ten davs cvrior thereto, tv te2legrznmcr
rzgiztared mail adéresszed ag provided in article 20 hevracl.

I{ such sele shall be a private sale (which shz2ll be deemed

to mean onlv a szle where an advertisement for bicds nas not

been publishecd in a newscap2r of general circulzation or & sale
where leszs than 40 offereces have been solicited in writing

to submit bids), it shall be sudbject to the right of the Vendee
0 purchase or crovide a purchaser, within ten days alt2r notice
of the orogeoczd cala crice, at the same price offered 2y tha
intending purchaser or a better orice. In the event that tne
Yendor shall bes the curchaser of the Eguivment, it shall not

he acccuntablzs to the Vendes (2xcect to the extent of surdlus
monev rzceived as ner2inaftar provided in this Arcticle 19),



»

and 1n gavmeni of the purchase price therefor the Vendor snall
he entitled +o have cradited on account ther=of 2ll or any par:
of sums due to the Vendor hereunder. --From and aftar the dats
of anv such szl2, the Vendee shall vay to the Vendor an amount
ecgual %o ths inzsrest rats (eppliczble in respect of overdue
amcunts as sctecified in Article 4 hereof) on the unpzaid
Conditicnal Szl2 Indebtedness with respect to such unit wnich
shall no: have been assembled, &s hereinabove provided, by the
Gat=s of such sale for each day from the date of such sala tc
the date 6f delivery to the purchaser at such sale.

ach and everv power and remecy herebv specificzlly
civ c the Vendor shell be in additicn to every other power
and =dv hershy specifically given or now: Oor herealtsr exisiin
ze oy in sguity, 2nd each and sverv pdower and rznely may
oe cisa? From time to time and simultanecusly and as osicen
ard such zsriar as may te deamed expedisnt Sy the Vander.
A1l h oewars end ransdies si 11 be cunmulative, and the
exs z 07 orn2 shell not be deened a waiver of the right to
exs 2 znv other or others, Nec delayv or omission of the Vends
in exevcisa Of any such power or remedy and no renewal ‘or
=g icn ©f znv pavmants due hzrevnder shall impair anv such
cowsy Or rizmadyv or shall be construsd to be a waivar of any
s 1t or zn zcoulescsnce thersin.  Any extsnsion of tims for
Tzvoent nerzundar or othsr induleence dulw cranted to othe Verndes
€Ril) no: cchirwise altsr or affzct the Vendor's rights or ths
Vendse's coblizetions hereunder. The Vendor's acceptancsa of
anw Tavment 2ftzr it shzll have bscome due nersunder shell nct
2e deszmzed tc zlisr or afifect the Vendea's chligetions or the
Vendcr's rightz hereunder with ressect to any sulsegusnt gavaoent

£ Zefeult therszin,

If, after apvlving all sums of mcnev realizsed by the
Vencor under the remadies herein provided, there shzll remailn
any ancunt Zue fo it under the provisions of this Agreement,
tne Vencee shzll pav the amount of such de2ficisncy (O tns Vancc
uzcn cdenend, tocsther with interast therscr Ircm the cdata of
such Zemand tc ths dztsz cf pevment at the rate rter annunm
soacifizd in irticle 4 hereof as being zoplicablse Lo amounts
rsmzining unczid after becominz due ané pavable, and, if the
Yendzz shall f2i) to pav such ceficiency, the Vendor may Oring
suit therzfor and ghzl)l be entitled to recover & juigmenz

therefor against the Vendee; it being understood, however, that

the Vendor shall not be required to resort first to any other party
(whether such party has assumed the obligations of the Vendee,

is a guarantor, or otherwise) nor shall the Vendor be required to
resort first to any collateral security for the payment of the
Conditional Sale Indebtedness (whether the Equipment or otherwise)
before the Vendee is obligated to pay any amount due hereunder
(whether on a regular installment date, at maturity, upon a
Declaration of Default, or otherwise). 1If, after applying as afore-
said all sums realized by the Vendor, there shall remain a surplus
in the possession of the Vendor, such surplus shall be paid to

the Vendee.
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ARTICLE 19. Article Headings; Effect arcd tedificztion
oI 2crzement., All article headings are insertecd fcocr convenlienc
oniv anc snall nct afisact any constriction or intsrpretation
of this Acrezenent. :

Except 2s otherwise stated herein, this Ac* ement,
including the Annexes ne*e-o, exclusively and ccmscletely states
the richts of the Vend and the Vendeze with resvect to the
Ecuivpments and supersedes all other agreements, oral or written,
with respect to the Ecuipment. No variation or mecdification
of this Acreemen:t and no waiver of anv of its prcvisions or
conditions shall be valid unless in writing and signed by cduly
avihorized ramreszntztives of the Vendor, the Vendse and the
Purchaser/Cwnsr (if a tramsfer shall have occurred as permitied
by Articla 11 hexs=ocI).

. ARTICLT 20. Nctice. Any nciice hereunder to any cf
the variies designatad below shall be desemed to b2 properly
sazvad if Geliversd or mailed to i% by certified mail, postacge
pre=aid (return recein= reguasted), at the following zcdresses:

(2) +4c thes Vendze, &t P. 0. Box 43¢,

Conshohocken, Tenasvivania 19428, Atin: President;
(=) to the zuilder, at the address specifled
in Ttem I of Annel A herato;
(c} +c the Vendor, at P.O. Box 237, Ohio

45201, Attention: Securities Division.
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Cincinnati,

(e) tc any assignee of the Vendor, or of the

Vendee, at such address as may have been furnished

in writing. o the Vendee, or the vendor, as the case

m2v be, by such assignee.
~or at such other address as may have been furnished in writing
by suclh party e the other parties to this Agreement. Copv of
all pro-ices recuired or peormitted to be given to the Vendee sha
cocncurrontly thorcwith, also be given to:

(2)

the Americas, New York, New York 10036,

The W-A Equipment Company, 1114 Avenue of
as Purchaser/Owner.

1
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ARTICLE 21. Law Governing. This Agreement having
been executed in the Commonwealth or Pennsylvania by one
of the parties hereto, and having been delivered in said
Commonwealth, all of the terms hereof, and all rights and
obligaticns hereunder shall be governed by the laws of said
Commenwealth; provided, however, that the parties shall be
entitled to all rights conferred by 49 U.S.C. §11303 of the
Interstate Comnmerce Act and such additicnal rights arising
out of the filing, recording or depcsit hereoZ, if any, and
of any assi cnxenb hereof as shall be conierred by the laws of
the several jurisdictions in which this Agreement or any
assignment hereof shall be filed, recorded or deposited.

ARTICLE 22. Execution. This Agreement may be
erxecuted in any number 0Ff counterparis, such counterparts
tocether constituting but cne and the same ccntract, but the
counterpzrt cdeliversd to the Assicnes pursvant to the Assicn-
ment shzall ke dzamzd the coricinzl and &ll cother countervarts
shall ke cezmad cduolicates thereof. Althouch for convenience
this Zgreemenst is dated as oI the date first zbove writtan,
the actual cate cr dates of executicn hereof by the parties
hereto is ox are, respectively, the datée ox dates stated in
the acknowledgmenis hereto annexecd.

IN WITNDS55 WHEIECY, the varties hersto have executsd
or czuzed this instrument to be executed all zs of the cate
first aheove wriiitzn.

(CORPORATE SEAL) 2 % i
WITHESS: = sv X C N

- Gt Vice Presidedt 0"

MZRION AND PLYMOUTH RAILRCAD
COMPANY

(CORPORATE SEAL) %WMQ
WITNESS - By _ 2 /




e,

STATE OF % :

COGuTY or WM—%/ :
N /

On this Z/ZQ& day of’;té;?l?>5:;5‘ﬁ. before me
personally appeared- 1z4(‘/é&‘; b , toyme personally
known, who, being by me duly ago-h, says that he 1sﬂQhLLLQ A£¢klh_75%

(V]

of The Chessie Corporation, thet one of the 'sezls affiixsd € JArcouran
the foreceoing instrument is the corporate seal of said corgoration;
that szid Instrument was signed and sealed on behali of szid
corperaticn by authority of its Board of Directors and he

acikncwiedgzed that the exscution of the forsgoing instrument

was the frez act and deed of gaid corperition )

- K. MARLENE WINCHELL, Notary Public
” State of Ohio, (Loraln)
My comm»s; on expires Nov. 24, 1984
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STATE OF /MINNESOTA .
SS:
COUNTY OF HENNEFL/IN :

On this AQ%%‘ day of F;%Qﬁzan4/9ga, before me

personally appeared Jownsd T A\Ltﬁfﬂﬂ +/to me personally
known, who, being by me duly sworn, says that he isf%%OQ&?&ﬂ&ﬁ—Fie$.
of Upper Merion and Plymouth Railroad Company, that one of the
seals afifixed to the fcregoing instrument is the corporate seal

of said corxporation, that said instrument was signed and sezlec

on behalf of said corporation by authcrity of its Becard of
Directors, and he achknowledged that the executicn of the fore-
goinc instrument was free act and desd oI said corporztion.

Mv Commission expires:
AARMBAAMIAAN * SALANAAR? £ A RAAAN

! PHYLLIS L. BROWN
Zudd NOTARY PUBLIC-MINNESOTA
HENNEPIN COUNTY

My Commisslon Expites Nov. 20, 1984
IRV TV VY VYR vy Yy,
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ANNEX A
to
SALE AGREEMENT

)

The Chessie Corporation
2 North Charles Street
Baltimore, Maryland 21201
Attention: Senior Assistant Treasurer
The Eguipment shzll be settled for in Groups of
nct less than 20 units of Egquipment delivered to
and accepted by the Vendee unless anothexr nun
shzll be agresd to by the parties hereto.
The Builder warrants to the Vendes thai the Zguipment
wilil e built in accoerdance with the specificaticens,
rezuirements ané standards referred to in Article 2
o the Ceonditional Sele Agreement (hersinafter called
the Agresement) and warrants the Eqguipment will be fre=s
frcn defects in material and workmanship under normzal
uee angd service, the Builder's okligation under this
Iz=x 3 bzing limited te rerairing or replacing any
Tari or par 0f any Item of Ecuivment which shall be
rzturnad to 2 3Builder, at a loczation designated by
the 3ullder ich is dstermined in good faith and whic
iz rezscnaizls under the circumstances, within cne vear
eaftar delivery of such EZcuipment, with transportaticn
crarges prepaid, and which the Builder's examinaticn
snzil disclose to its satisfaction to have been thus
defactive; provided, however, this warranty shall ke
suiject to the following exclusions and conditions:

(z) TItems or specialities, specified or sucplie-
by the Vendee and not manufacturad by the Builder, ars
exciuded frem this warranty.

(b) Warranty
anc contzct voints
to orne (1) vear or
(Ecuicment running
structure utilize

cecifications to
f2. The direct
milz2zce and servic
comIcnonts as spec

(c) tMozmal u
aZiustmant, mointa
rzuolzotory aconcic
the Vendce's resoo
neczgsary to preser

50,000 miles,
gsar and contact points
componreancs ConIOLmlng to
provide maximum Eguip
rela
¢ life limi
iZied in

coverzge on Ecuipment running gear
to Ecuipment structure is limited
whichever first occurs.
to Ecuipnment

A_ALR.
ment scervice
tionship between Ecuiaﬂcr*
ts the coverage of
this Item 3.)

theca

ard service may require inspectl
nce, and com“llance with all
reZulrcocments., Thisz okligation L
ipility and such vericrmance is

2 stated warranty coverage.

-y
N

3
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THIS WARRANTY IS EXPRESSLY IN LIEU OF ALL OTHER
WARRANTIE EXPRESSED OR IMPLIED, INCLUDING
AWY IMPLIZ D WARRANTIES OF MERCHANTABILITY OR
FITNESS FOR A PARTICULAR PURPCSE AND OF 2ALL
THZIR QOBLIGATIONS OR LIABILITY ON THE PART OF
¥E ZUILDER EXCEPT AS SET FORTH HEREIN, TEE
BUILDER SHALL NOT BE LIABLE FOR INDIRECT,
CONSEQUENTIAL OR SPECIAL DAMACES OF ANY KIND.

»The Builder additionally agrees to indemnify the
Vendee against any judgment for damages and costs
which may be rendered agalnsb the 'Vendee in any

suit brought on account of the alleged 1nr:;nce-
rment of any United States p=Le:t by any Equlprenu
suprlied by the Builder hereunder, and shall pro-
cure Zcgr the Vendee the right to continus to use the
Tguisment or modifv the Eguipment so it becomes non-
infringing. In the event the Eguipment is made in
accordance with matariels, designs or specifications
furnished or designated by the Vendes; the Vencee
agrszs to indemnifv the Builder against anv judcment
fer damaces end costs which may be rencdered against
the Suildsr in any suit brought on account of the
allszed infrincement ci any United States patent by
such Zculvpmenit or by such materials, designs or
scecifications; orovidzd that promst written notice
Pz civen to ths wariy from whom indemnitv is soucght
cZ the brincing of the suit and that an copportunity
be ¢iven such Dariy to scitle or defend it as that
carty mav ses fit and that every reasonables assistancs
in setiling ox Eefencing it shzll be rendfered. Neithex
the 3Builder ncxr the Vende=e shall in any event be
liznie to the other fcr specizl, direct, indirect,
incidenzal or ccnsecusntial damages arising out of
cr resulting f£rcm infringement of patents.

Any controversy arising out of or relating to the
respective richts and obligations of the Builder

and the Vencdee, as set forth in this Annex A, Or a
brezch thereoi, excluding prlce shall be settled
by arbitraticon in accorcdance wi H the Commercial
iZrbitration Rules of the American Arbitration
Association, and judcment upon the award rendered
oy the irbitraticn Panel may be entered in any courtc
having jurisdiceicon thereoZ. The Arbitration Panel
shall consist ¢of three arbitratorc, one to be
azzcinted by each parcy h;*eto and the third to be
cosivrated by the two arbitratcers so appointed.

-30-



The Maximum Purchase Price referred to in
Article 4 of the Agreement is $767,378.40.

The Maximum Conditional Sale Indeb*edness
referrad to in Article 4 of the Conditionzl
&le Agreement to which this Annex A is

attached is $537,164.88.



Type
100-Ton
Open-Top
Hopper
Cars

Builder’
L Speeificatic

Chessice System
Specification

Voo H7-8978 dated
Aupust 6, 1978 and
Supplement No.
dated Darch 13,
Ceneral Avvanpement
Cav brauing lo.

139-11-832,

Revision C

CONDITTONAL SALE_AGREL

Builder's

The shop of
The Chessie
Corporation
in Russell,
Kentucky

Lessce's Road Unit Total Place
Mumbers (Both Purchase Purchase of
Plant___ Quantity (Inclusive) brice Price Delivery
20 UMP 7255 through $38,368.92 $767,378.40 At Russell,
v Kentucky or
UMP 7274 such other

ANHNEX 2B

o

location -as
may be
designated
by Vendee.
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. S . Exhibit 2
to ANNEX B

CERTIZICATE OF ACCEPTANCE

I, a duly aD:om; ed and authorized representzati

the Vendee do bernov certify that I have 1instected, re elved,
approved and CCEDL°d delivery under the Conditional Sale A¢grees-
ment dated as of , 19 , with The Chessie
Corporation, of the following Items of Equipment:

, .
TY?PZ OF EQUIPMENT:
PLACZ ACCZZTZID:
voroZm OF SCUWIT
FMARKED AND NUMZZRED:

I dc further cer<ify that the forecoing Items oI Zcuip-
ment are in gcod order and cenditicn, and that each Item has besn
lar2led by mezns ¢f a plate or & stencil printsd upen each side
of the Iten in letters noz less than cne inch in heicght as Icl-
lows '

AC'\ ""T—“"—'

CTAITRENTE QURIEST TO A ST
O"l\':a Sf:-r S Bu.’;x.-_. LU A Sbr‘ nNo LIy L
L L

8 RITY
T3 TEZ INTZRSTATE CC&LEPCE COrISSION

tecution of is Certificate will in no wav re-
) se the responsibility of the Builder fcr any
warranties it has made with respect to the Equipment.

H

Inspector and Authorized
Representative of the Venaee

-34-
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ANNEX C
TO
CONDITIONAL SALE AGREEMENT

PARTICIPATION AGREEMENT
AMONG |
UPPER MERION AND PLYMOUTH RAILROAD COMPANY
("Vendee/Purchaser'")

THE OHIO NATIONAL LIFE INSURANCE CMPANY

("Investor")

AND -

FUNDING SYSTEMS RAILCARS, INC.
. AND
FSC CORPORATION

("Guarantors")

Dated as of February , 1980




. PARTICIPATION AGREEMENT dated as of February -,
1980, among UPPER MERION AND PLYMOUTH RAILROAD -
COMPANY, a Pennsylvania corporation (hereinafter

" called the Vendee/Purchaser), THE OHIO NATIONAL
LIFE INSURANCE COMPANY, a llfe insurance company
(hereinafter called the -Investor) and FUNDING
SYSTEMS RAILCARS, INC., a Delaware corporation
(FSR)., and FSC CORPORATION, a Delaware corporation -~
(FSC) (both FSR and FSC being” separately and

collectively sometimes herelnafter referred
to as Guarantor).

WHEREAS, the Vendee/Purchaser, subject to the fulfill-
ment of certain conditions as hereainfter provided., agrees to
purchase certain units of railroad ecu1oment (herelnafter called
the Equipment) from The Chessie Corpcration (hereinafter called
the Bu11der), pursuant to a Conditional Sale Agreement dated as
of the date hereof (hereinafter called the Conditional Sale
Agreement) substantially in the form of Exhibit A hereto and the
Builder will retain a securlty interest in such units until the
Vendee/Purchaser Fulrllls its obligations under the Conditional
Sale Aoreew nt; .and : : . :

WHERZAS, the Investor will finance 70% of the cost of -.
th° Equivpment bv lnvestlnc in the Conditional Sale Indebtedness -
(as defined in the Conditional Sale Acreemenr);

WHEREAS, the security interest of the Builder in the
Ecuipment will be assigned to the Investor, pursuant to an Agree-
ment and Assicnment (herewnafter called the Assignment) in sub-
stantially the form of Exhibit B hereto, until the Vendee/Purchaser

fulfills all 1ts obligations under the Cconditional Sale Agree-
menu

WHEREAS. as security, in part, for the payvment by the
Vendee/Purchaser of the Conditional Sale Indebtedness, each
Guarantor will issue and deliver to the Investor its separate
personal guarantee in substantially the form of Exhibit C hereto
(hereinafter called a Guarantee);

NOW, TEEREFORE, in conalderat*on of the agreements and
the covenants hereinafter contained, the parties hereto hereby
agree as follows:




1. The Vendee/Purchaser will enter into the Conditional
Sale Agreement and pursuant thereto (but subject to the fulfillment
of the conditions precedent to its obligations thereunder, the
performance by the Builder of its covenants, agreements and obli-
gations thereunder, and the accuracy of the representations and
warranties made by the Builder thereunder) purchase, as hereinafter
provided, the units of Equipment described in Schedule A hereto,
delivered and accepted under the Conditional Sale Agreement,
and having an aggregate maximum Purchase Price not exceeding
the amount set forth in said Schedule A. The Equipment shall
be settled for pursuant to the Conditional Sale Agreement in
a single group accepted by or on behalf of the Vendee/Purchaser
upon issuance of a Certificate of Acceptance.:

2. Subject to the terms and conditions hereof, the
Investor will pay to the Builder,; $537,164.88 in Federal funds or
funds immediately available at Baltimore, Maryland, on the date
determined in the manner described below (such date being herein-
after called the Payment Date, such amount representing 70% of
the purchase price (including freight) of the Equipment. Unless
such notice is waived by the Investor, the Builder will give to
the Investor written notice of the payment to be made by the
Investor at least three business days prior to the Payment Date,
which date shall coincide with the Closing Date (as defined in
the Conditional Sale Agreement) to occur under the Conditional
Sale Agreement.

The term "business days" as used herein means calenda~
days, excluding Sa urdays, Sundays_and any other dav on which
banking institutions in Cincinnati, Ohio or Baltimore, Maryland,
are authorized or oblicated to remain closed. All interest under
this Agreement shall be.calculated on the basis of a 360-day vear
of twelve 30- days months.

Pursuant to the Assignment, the Investor will acguire
from the Builder all its right, security title and interest
under the Conditional Sale Agreement, except as specifically
excepted by the Assignment. Simultaneously with the final
payment to the Investor of all amounts payable unéer the
Conditiornal Sale Agreement, all rights of the Investor there-
uncer, pursuant to the Assignment, shall terminate.

D1

The forms cf the Exhibits annexed to this Agreement
are hereby approved by the Investor. No modification or supple-
ment to such forms shall occur without the prior written apgrova

thhel

£ the Investor, which apcroval will not unreasonably be wi



3. The Vendee/Purchaser and each Guarantor jointly
and severally represents and warrants as follows:

(a) It is a corporation duly incorporated,
validély existing and in good standing ‘under the laws
of the state of its incorporation and is duly qualified
to do bu51ness, and is in good standing, in such other
jurlsd’ctlons in which the ownership of its properties
or the business and activities conducted by it require
such qualification.

(b) It has full power, authority and legal right
to caxry on its business as ncw conducted, and is duly
authorizsd and empowered to execute and deliver and to
fulfill andé ccmply with the terms, conditions and pro-
visions of this Agreement and of the other agreements
and documents referred to herzin, or contemplated here-
by or thereby; this Agreement and such other agreements
and documents to which it is a party, have been duly
authorized and have been duly executed and delivered
ané, assuming due authorization, execution and delivery
thereof by the other parties thereto, constitute or.
will then constitute valid,  lecal and binding agreements,
enforcezble in accordance with their terms, except as
the same mav be limited by bankruptcy,. insolvency, re-
organ_zatLOﬁ, moratorium, debior relief or other similar
laws affecting the enforcement of creditors' rights
generally. :

(c) No authorization or arproval is recuired £rom
any governmental or public regulatory body or authority
of the United States of America, or of any of the States
thereof or the District of Columbia, in connection with
the execution by the Vendee/Purchaser of this Agreement
or the Conditional Sale Agreement, or the fulfillment of
or compliance with the terms, conditions and provisions
hereof and thereof by the Vendee/Purchaser or arising
from the Vendee/Purchaser's possession or use of the
Equlcm ent in cennection with the terms, conditions and
provisions of the Conditional Sale Agreement.

(d) It has filed all foreign, Federal, state and
local tax returns which (to the best of its knowledge)
are recuired to be filed, and ha paid or macde provisions
for the pavment of all taxes which have or may become due
pursuant to said returns Or pursuant Lo any assessment
received by it, other than taxes which are being contested
in ccocd £azi+h and which in the aggregate do no:t involve
material amounts.

LB
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Conditionzl Sale Agree

(e) It is not in default in the payment of
principal of or interest on any indebtedness for :
borrowed money or in default under any instruments
or agreements under or subject to which any indebted-
ness for borrowed money has been issued or in default
under any rental obllcateoh, and no event has occurred
and is continuing under the provisions of any such in-
strument or agreement which, with the lapse of time or
the giving of notice or both, would constitute an event
of qefahlt thereunder.

aser is a "railroad" within
3, and it agrees to remain
ned for the term of the

(f) The Vende e/Pur
the meaning of 11 U.S.
a railrozd as therein
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(g) The Vendee/Purchaser has not directly or
indirectly offered or solé anv of the Conditional Sale
Indebtedness or other securities to, solicited offers
to buy any of the Conditional Sale Indebtedness or other
securitiecs from, or otherwise aporoached or negotiated
in rescect of the purchase or sazle or other disposition
0L anyv of the Conditionzl Sale Indebtedness or other
securities with, any p o a&s to reguire recgistration

2YXrsln s
of the Concitional Sezle Incesbitedness under the provisions
o Section 5 of the Securities Act of 1933, as amended.

(h) FSC has furnished to the Investor cohsolidated

balance sheets of FSC ancd its subsidiaries as at

Decemkter 31, 1977 and December 31, 1978, and related
consolidated statements of earnings and retained . earnings
and of changes in its financial position £for the vears
then ended, in each case accompanied by the report of
Arthur Young & Company, certified prllC accountants,

as well as similar statements (unauditad) for the nine
months period ended September 30, 1279. Such financial
statements are in accordance with the books '‘and records

of FSC ancd its subsidiaries, and have been prepvared in
accordarnce with generally accepted accounting principles.
The financial statements have been oreparnd on a consistent
basis throughout the periods covered thereby, except as
set forth therein. The financial statements oresent
fairly the financial condition of FSC and its subsidiaries
at such dates and the results of its operations for such

-

neriods. ince Septemkzer 30, 1279, there has been no
change except in the ordinary course oI business, and
there have been ne chances which individually or in the
acgrecate have been mazerially adverse to the condition,
financial or otherwise, o FSC and its subsidiaries as
shown on the balance sheet as of such date.



(i) The Ecuipment will be used in interstate
dommerce.

(j) The Specifications (as defined in the Con-
ditional Szle Agreement) have been approved by the
Vendee/Purchaser, and in its opinion are sufficient
to enable the Ecuipment to perform the functions for
which it will be used.

(k) Neither the execution and delivery of this
Agreement or the Conditional Sale Agreement, nor the
consummation of the transactions herein and therein
contemplated, nor the fulfillment of, or compliance
with, the terms and provisions hereof and thereof by
the Vendee/Purchaser or Guarantor, will conflict with,
or result in a bresach of, anvy of the terms, condltlons
or provisions of ':: articles of incorporation (as
amended) or by-laws (as amended), or of any bond,
debenture, nots, mertgage, indenture, contract or
other acreement or instrument to which it is now a
party or by which it or 1its property may be bound,
or constitute (with the giving of notice or the
passage cI tims or both) a default thereunder.

(1) Neither the execution and delivery by the

eﬂdeo/Du“"xcsc- or Guarantor of this Agreement, the
Conditional Szls Agreement or the Guarantee (as the

case mav be), nor the consummation of the transactions
herein and therein contemplated, nor the fuliillment of,
or ccmpliznce with, the terms and provisions hereof and
thereof will conflict with, or result in a breach of,
any of the terms, conditicns or provisions of any law,
or any rezulation, oréder, injunction or decree of any
court or governmental instrumentality. .

(m) No mortgage, deed of trust or other lien of
any nature whaitsoever (other than liens, if any, for
taxes not vet due and pavable), which now covers or
affects any property or interest therein of the Vendee/
Purchaser, ncw attaches or hereafter will attach to the
Equipment (except pursuant to a transaction permitted
by Article 11 of the Conditional Sale Agreement), or in
any manner affects or will affect adversely the right
and security interest of the Investor therein.

(n) The:e are no actions, suits or proceedings
pending threatened acainst or affecting the Vendee/
Purchaser or the Guarantor, or any property rights of
anvy therecos, at law or in equity, or before anv commis-
sion or othar administrative agency, arbitration board or
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tribunal which could materially and adversely affect

the condition, financial or otherwise, of the Vendee/Purchaser

or Guarantor or the ability of any thereof to Qerform its
obligations under this Agreement or the Conqltlonal Sale
Agreement, and none thereof is in default with respect to

any order or decree of any court or governmental commission,

agency or instrumentality.

(o) No Federal tax liens (including tax liens
filed pursuant to section 6323 of the United States
Internal Revenue Code of 1954, as amended), or, to the
best of the knowledge and belief of the Vendee/Purc@aser,
other tax liens, have been filed and are currently in
effect against the Vendee/Purchaser Whlch could adversely
affect the first and prior security interest of the
Investor in the Equipment.

4. The Investor represents that it is acquiring its inter-

est in the aggregate Conditional Sale Indebtedness for its own
account, for investment and not with a view to, or for sale

in connection with, the distribution of the same, nor with

any present intention of distributing or selling the same,

but subject, nevertheless, to any requirement of law that

the disposition of its property shall at all times be within
its control.

5. The obligation of the Investor to make the payment
required of it under Paragraph 2 hereof, and under the Assign-
ment, on the Payment Date shall be subject to the receipt by

the Investor of the following documents dated the Payment
Date:

(a) Original executed counterpart of this
Participation Agreement.

(b) Original executed counterpart of the
Conditional Sale Agreement and Agreement and Assign-
ment, together with original receipt and letter of
the Interstate Commerce Commission, separately evi-
dencing the payment of the filing fee and the

assignment of a recordation number to each of said
documents.

(c) Original executed counterpart of a Trans-
feree Agreement, dated the Closing Date, in form and
substance satisfactory to the Investor, between The
W-A Equipment Company ("W-A") and the Investor (herein-
after called the "Transferee Agreement"), granting
to the Investor a security interest in certain revenues
of the Equipment and in certain rights of W-A in,
to and under the Management and Maintenance Contract
therein referred to (the "Management Contract"), which
Transferee Agreement shall have appended thereto a
Consent and Agreement executed on behalf of the




Vendee/Purchaser, in form and substance satisfactory
to the Investor, together with original receipt and
letter of the Interstate Commerce Commission,
separately evidencing the payment of the filing

fee and the assignment of a recordation number to
the Transferee Agreement.

(d) The Certificate of Interest, dated the
Payment Date, executed and delivered by the Vendee/
Purchaser and registered in the name of the Investor,
and evidencing conditional sale indebtedness in the
principal amount of $537,164.88 under the Conditional
Sale Agreement. '

(e) The original counterparts (i.e., the
counterparts deemed to constitute "chattel paper" as
that term is defined under the provisions of the
Uniform Commercial Code) of the Conditional Sale
Agreement, the Assignment, each Guarantee, and the
Management Contract.

(f) A certificate, dated the Closing Date, in
form and substance satisfactory to the Investor,
signed by an officer or attorney-in-fact of the
Vendee/Purchaser, to the effect that there exists
no Event of Default or event which with the lapse of
time or giving of notice, or both, would constitute
an Event of Default under the Conditional Sale Agree-
ment or Management Contract.

(g) A certificate, dated the Closing Date, in
form and substance satisfactory to the Investor,
signed by a general partner of W-A, to the effect
that each of the Management Contract and its Non-
Negotiable Installment Promissory Note - Security
Agreement, dated the Payment Date (hereinafter
called the "W-A Agreement") payable to Funding
Systems Railcars, Inc. is in full force and effect
and there exists no Event of Default or event which
with the lapse of time or giving of notice, or both,
would constitute an Event of Default thereunder.

(h) The following documents relating to the
purchase of the Equipment from the Builder:

(i) invoice for all items of Equipment;
(ii) bill of sale from the Builder to the

Vendee/Purchaser transferring to Vendee/Purchaser
title to all of such items and warranting to



the Vendee/Purchaser that at the time of delivery
of each such item to the Vendee/Purchaser the
Builder had legal title thereto and good and
lawful right to sell the same, and title to

each such item free of all claims, liens and
encumbrances of any nature;

(iii) the favorable written opinion of
counsel for the Builder as to title to the Equip-
ment, and to the effect that the Conditional
Sale Agreement and Assignment have each been
duly authorized, executed and delivered by the
Builder and, assuming due authorization, execu-
tion and delivery by the other parties thereto,
are each a legal and valid instrument binding
on the Builder and enforceable against it in
accordance with its terms; and

(iv) Certificate of Inspection and Certifi-
cate of Acceptance covering all items of Equip-
ment executed by a duly authorized officer of
the Vendee/Purchaser as to the condition of
Equipment and markings. '

(i) Certificates of insurance evidencing the
insurance coverage required by the Conditional Sale
Agreement and Management Contract.

(j) The favorable written opinions, in form
and substance satisfactory to the Investor, of
Messrs. McCann, Garland, Ridall & Burke, counsel to
the Vendee/Purchaser and each Guarantor; Messrs.
Bergreen & Bergreen, counsel to W-A; and Messrs.
Faegre & Benson, special counsel to the Investor in
connection with the transactions contemplated by this
Participation Agreement.

(k) Such other certificates and documents as
the Investor may reasonably request evidencing
authorization for the execution and delivery of the
foregoing operative documents and certificates.



6. In giving the opinions specified in Paragraph 5,
counsel may qualify its opinion to the effect that any agree-
ment is a legal, valid and binding instrument enforceable in
accordance with its terms by a general reference to limita-
tions as to enforceability imposed by bankruptcy, insolvency,
reorganization, moratorium or other similar laws affecting
the enforcement of creditors' rights generally.

7. The obligation of the Investor to make any payment
required of it hereunder or pursuant to the Assignment for
units of Equipment, on the Payment Date shall be subject to
the receipt by the Investor of the opinion, certificates and
other documents specified by the Assignment (to the extent
not also required by the foregoing provisions of Paragraph 5).

8. The obligation of the Investor to make any payment
required of it hereunder or pursuant to the Assignment, on
the Payment Date, is further conditioned upon all proceedings
taken in connection with the transactions contemplated hereby
and all documents and papers relating thereto being satisfactory
to the Investor and its special counsel, and the Investor and
its special counsel having received copies of such documents
and papers as they may reasonably request in connection therewith
or as a basis for the opinion of such special counsel, all in
form and substance satisfactory to the Investor and its special
counsel.

9. Subject to the terms and conditions hereof, upon the
delivery to and acceptance by the Vendee/Purchaser under the
Conditional Sale Agreement of the Equipment, and the receipt
by the Investor of the delivery papers with respect thereto
to be delivered by the Builder in accordance with the Assign-
ment, on the Payment Date the Investor will pay to the Builder
in accordance with the Assignment (and subject to the condi-
tions specified in the Conditional Sale Agreement and/or
Assignment) an amount equal to the Conditional Sale Indebted-
ness with respect to the Equipment.

10. The Investor will accept payments made to it pursuant
to the Conditional Sale Agreement and the Assignment on account
of the pr1nc1nal 0f andé interest on the Conditional Sale In-
debtedness and will & v such pavments preomptly first, to the
pavment of interest t! due and pavable to the Investor on its
interest in the Conditionzl Sale Indebtedness, and second, to
"the payment of its interest in the installments of Condltlonal
Sale Incebtedness then due and payable in the order of maturity
‘thereof until the sane sHall have been paid in full.
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The Investor will accept
to Article 7 of the Conditional Szl
Casuzliy Occurrsnces (as therein ces
sums to the pro rata prepavment oOf
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Indcbtedness remaining unpaid
anmount of aggregate Conditional
v each such installment ), without

est t.eteon. The Veﬂﬂee/Pu“chase*

the acg*egate Condition
(in propecxrtion to the
Sale Incdebtedness r
premium, together with
will furnish to the Inves _ dule oI hacule tH
payments shcwing the reduction of the Investor's lnEe-est in the
installments of the acgregate Concditional Sale Indebtedness
remaining unpaid and the interest payable thereon.
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The Investor's interest in the Conditicnal Sale
Indebtedness shall be evidenced by a Certificate of Interest
substantially in the form of Exhibit D hereto.

All payments to be-made by the Vendee/Purchaser here-
under shall be made on the date such payment is due, in the manner
specified in Schedule B hereto, or in such other manner as the

Investor may specify in writing from time to time to the Vendee/
Purchaser.

1l1. The Guarantor will deliver to the Investor (i) as
soon as available and in any event within 90 days after the end
of each fiscal year, a certificate signed by the President,
any Vice President, the Treasurer or any Assistant Treasurer of
the Guarantor statlug that a review of the activities of the
Vencee/Purchaser and Guarantor dutlng such yvear has been made
under his SU“E*VlSlOﬂ with a view to determldlnc whether the &
Vendae/Purchaser andé the Guarantor have kept, observed, per-
formed and fU'L’l’EG all of its obligations under this Agree- °
ment and the Conditional Sale Agreement and that to the best
of hlS knowledge the Vendee/Purchaser and the Guarantor during
such’'year have kept, observed, performed, and fulfilled each
~and every covenant, obligation and condition contained herein
and in the Conditional Sale Agreement, or if an Event of Default
(as defined in the Conditional Sale Agreement) shall exist or

if an event has occurred and is continuing which, with the giving
of notice or the passace of time or both, would constitute an
Event of Default, specifying such Event of De ault and all such

'

:
events arnd the nature a status thereof, ii) a2s soon as available
ané *o the extant available, and in any event within 30 davs af:ier
the end of the Zirst, second and third cquarterlv accounting periods
in each fiscal year of the Vendee/Purchaser and Guarantor copies
-0f the balance sheet of the Vendee/Purchaser arnd Guarantor as of
the end of such accounting period and copies of the related

tatements cI earnings and retained earnincs cof the Vendee/
Purchaser and Guarantor for the portion of iis fiscal year ended
with the last dav of such guarterly accounting period, all in
reascnable de:ai;, satisiectory to the Investcr, and stating in
ccmozrative Icrm the figures for the cor recne“ding date and

erizcd in the previous fiscal yvear, and (iii) as socn as available,
and in ary event within 90 days after the end of each fiscal vear,
coples, 1in comparative form with the precedinc f£iscal year, of
the balance sheast of the Vendee/?u*chase* and Cuzrantor as at the
encd of such fiscal vear, and of the statements of earnings and

=10~



'Y

retzined ezrnings of the Vendee/Purchaser anc¢ Guarantor Icr such
fiscel yvear, all in reason able detail, satisZactory to the Investor,
ané stating in comparative form the figures as of the end of and

for the previous fiscal year, and, as to FSC only, certified

by the independent public accountants regularly auditing the
consolidated financial statements of FSC; and (iv) a copy of

the xznnual Rezor:t to the Interstate Commerce Comnmission which

is recuired to be filed by the Vendee/Purchaser,

12. Thre Vendee/Purchaser acrees to pay the reasonable Zfees
and disbursemesnis of the Investor (incluéing the reasonable fees,
and disbursenments if anv, of its counsel), whethexy or not the
transactions contemolated hereby actually occur.

13. All documents, notices and funds deliverable hereunder
to *he Vendee/Purchaeser, Guarantor or the Investor shall be
delivered or mailed to them at their respective addresses sec
A or B hereto, or as any of them may otherwise

14. In the event that the Vendee/Purchaser or Guarantor
all have knowledge of an event of default under the Condi-
onael Sale Acgreesment, it shall give prompt telephonic notice
cniirmed in writing) thereof to the Investor.

15. This Agreement having been executed in the Ccmmon-
wealth of Pennsylvania by at least one of the parties hereto,
ancé having been delivered in said Commonwealth, all of the
terms hereof, and all rights and obligations of the parties

"hersto hersundéer shall be governed by the laws of said Common-

wealth. Such terms, ricghts and oblldatﬂons may not be changed
oral‘y, but may be changed only by an agreement in writing
¢ by the party against whom enforcement of such change

be executed in any number of

ay
together shall constitute a single

UPPER MERION AND PLYMOUTH RAILROAD COMPANY

(Corporate Seal)
WITNESS:

By

~11-



WITNESS:

THE OHIO NATIONAL LIFE INSURANCE COMPANY

By

(Corporate Seal)
WITNESS:

FUNDING SYSTEMS RAILCARS, INC.

(Corporate Seal)
WITNESS:

FSC CORPORATION

~12-



Type: 100-tcn open top hopper cars

Ul? 7255 through
UMP 7274

identifying Numbers:

Vendes/Purchasar

e
.

(oA

{erion an

ne

Upper Pivmcuth Railroad Company
2

0 cars

Guaranter
Funding Systems Reilcars, Inc.

ré2re

[ &)

s for deliverv of dccumants:

James B. Shein,
President

-

FSC Corporatio:

Médress for deliverwy

Suite 404

Maximum Purchases Price
(inclucing freignt)
Pq 69

$767,378.40

1000 RIZZ Plaoza
Pittsburgh, Pennsvlvania 15238
Attenticn: H. L. Lechman,

Vice Prescident-Treasurcer



SCHEDULE B
Name:
The Ohio National Life Insurance Company

Mailing Address:

P. O. Box 237
Cincinnati, Ohio 45201
Attention: Securities Division

Address for manual delivery of documents:

William Howard Taft Road
at Highland Avenue
Cincinnati, Ohio 45219

Address for delivery of funds:

Wire transfer in immediately available
funds (with sufficient information to
indentify source and application of
funds) to:

The First National Bank of Cincinnati
P. O. Box 1038

Cincinnati, Ohio 45201

Attention: Mr. William Trimpe, for
the account of The Ohio National Life
Insurance Company No. 910-275-7



ANNEX D
TO
CONDITIONAL SALE AGREEMENT

MANAGEMENT AND MAINTENANCE CONTRACT

Dated as of February 20, 1980
BETWEEN
UPPER MERION AND PLYMOUTH RAILROAD COMPANY
MANAGER
AND

THE W-A EQUIPMENT COMPANY

OWNER

021380/2189/B1
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MANAGEMENT AND MAINTENANCE CONTRACT

MANAGEMENT AND MAINTENANCE CONTRACT dated as of
February 20, 1980 (this "Agreement") between UPPER MERION
AND PLYMOUTH RAILROAD COMPANY, a Pennsylvania corporation
(the "Manager") and THE W-A EQUIPMENT COMPANY, a New York
partnership (the "Owner").

WITNESSETH:

WHEREAS, Owner is the owner of the Equipment
described in Schedule A hereto (collectively, the "Equip-
ment" or "Items of Equipment" or "Cars" and individually,
an "Item of Equipment" or "Car"); and

WHEREAS . Manager is engaged in the business,
among other things, of managing railroad cars and Owner
and Manager desire that Manager manage the equipment, all
upon the terms and conditions herein contained; and

WHEREAS, the Equipment is subject to (a) a lien (the
"Lien") granted to the Vendor pursuant to the Conditional
Sales Agreement referred to in Schedule A hereto (the "Condi-
tional Sales Agreement"), which has been assigned by the
Vendor to The Ohio National Life Insurance Company (the
"Secured Party") and (b) a lien in favor of Funding Systems
Railcars, Inc. ("Seller") securing payment of a portion of
the purchase price paid by Owner for the Equipment.

NOW THEREFORE, in consideration of these premises
and of the fees to be paid and the covenants hereinafter:
contained the parties hereby agree as follows:

SECTION 1. MANAGEMENT AND DELIVER OF EQUIPMENT

1.1 Engagement. Owner hereby engages Manager as
exclusive agent of Owner to manage the Cars, all on the
terms and conditions set forth herein; and Manager accepts
such engagement and agrees to act as agent for Owner and
perform in accordance with the terms and conditions hereof.
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1.2 Certification. Upon delivery of each Car,
Manager shall execute and deliver to Owner a certificate
of acceptance in the form of Schedule B hereto, certifying
to Owner that the Car is in good working order and repair,
meets all requirements and standards of the Association of
American Railroads ("AAR"), U.S Department of Transporta-
tion ("DOT"), Interstate Commerce Commission ("ICC"), all
other governmental agencies and authorities having juris-
diction, insurers, local laws of jurisdiction in which the
Car is expected to be used, and all filings, registrations
and approvals of all governmental authorities and the AAR
have been received and made and that the Car may be placed
in interchange service.

SECTION 2., REVENUES, MANAGEMENT FEES, OPERATING EXPENSES
AND PAYMENT DATES.

2.1 Revenues From Equipment. As used in this
Agreement, the term "Revenues" or "Gross Receipts" shall
mean all income to Owner (unreduced by any expenses or
costs) derived from the ownership, use and/or operation of
the Cars, including, but not limited to, car hire charges
for mileage, per diem and incentive per diem, if any.
"Operating Expenses" shall mean all expenses and costs
incurred in connection with the ownership, management, use
and/or operation of Cars, including, but not limited to,
the following: Maintenance, repairs, except to the extent
that the cost of such repairs is paid from the Maintenance
Fee under Section 8 hereof; payments of Maintenance Fee;
painting; costs of modifications and improvements; legal
fees incurred in connection with enforcing Owner's rights
or repossessing Cars; insurance; charges, assessments or
levies imposed upon or against Cars of whatever kind or
nature; losses from liabilities; ad valorem, gross receipts
and other property taxes; reasonable rent and storage ex-
penses payable to third parties under Article 16; expenses
for any car hire reclaim relief properly and reasonably
allowed any railroad; Maintenance Fees under Section 8.3
hereof; and, only after payment of all other Operating Ex-
penses, Management Fees (as hereinafter defined). Gross
Receipts and/or Operating Expenses attributable to a calen-
dar quarter which are received or paid after the date of
disbursement for such quarter shall be included in subse-
quent quarterly distributions and accounted for as Gross
Receipts or Operting Expenses of that subsequent quarter.
"Net Revenues" shall mean Gross Receipts less Operating
Expenses. If the Revenues avalilable are insufficient in
any quarter to pay the Operating Expenses in such quarter,




the Manager shall advance, on behalf of Owner, an amount
equal to such deficiency as and when required and Owner
shall reimburse Manager therefor within 30 days after
notice thereof following the end of such guarter, it being
agreed that all Operating Expenses in excess of Gross Re-
ceipts shall be Owner's sole responsibility; provided,
however, that, without limiting the provisions of the last
sentence of Section 2.2, Manager shall not advance and
Owner need not reimburse for Management Fees under this
Section. No debt service or payments of the purchase
price due under the Conditional Sales Agreement shall be
deemed an Operating Expense.

Manager shall collect all Revenues and, to the
extent thereof, disburse the same on behalf of Owner in
the following order of priority:

(i) First, if and to the extent that the
vendee under the Conditional Sales Agreement shall fail to
make any payment required to be made thereunder, when due,
to pay an amount equal thereto to Secured Party;

(ii) second, to pay the Maintenance Fee
provided in Section 8 hereof:

(iii) third, to pay all Operating Expenses
theretofore incurred; and

(iv) fourth, to pay to the holder of any
lien on the Equipment securing indebtedness incurred by
Owner in connection with the acquisition of the Equipment
an amount equal to each payment thereunder, as and when
the same shall become due and payable.

During the period from the date hereof to December
31, 1980, Manager's advance and Owner's reimbursement obliga-
tion provided in the first paragraph of this Section shall
include Management Fees due for such period.

2.2 Management Fees. 1In consideration of the
performance by Manager of services to be performed by Man-
ager pursuant to this Agreement, Owner shall pay, and Man-
ager shall accept, fees (the "Management Fees") equal to 20%
of all Gross Receipts, excluding insurance or condemnation
or sale proceeds. Management Fees shall be due as and when
Gross Receipts are received from time to time. Any Manage-
ment Fees accrued during but unpaid upon the end of the term
hereof, shall be paid by Owner to Manager within 30 days
after a final account thereof is rendered.




2.3 Revenue Disbursement Dates. Subject to
the provisions of the Conditional Sales Agreement, Net
Revenues shall be disbursed by Manager to Owner, at its
address set forth elsewhere in this Agreement, in quarterly
installments within 30 days after the end of each calendar
quarter accompanied by a statement indicating the computa-
tion thereof. The first installment of such Net Revenues
for each Item of Equipment shall be so disbursed on March
31, 1980. If any of the disbursement dates is not a business
day, the disbursement otherwise to be made on such date
shall be made on the next succeeding business day. For
purposes of this Agreement, the term "business day"means
calendar days, excluding Saturdays, Sundays and holidays
on which banks in the Commonwealth of Pennsylvania are
authorized or required by law to remain closed.

2.4 Annual Reports. Within 90 days after the
close of each calendar year, Manager will deliver to Owner
a report of such independent certified public accountants
as are then acting as accountants to Manager, as to their
review (which review will not constitute, and is not in-
tended to be equivalent to, an audit of the operation of
the Cars) of the mathematical correctness of the computa-
tions made by Manager in the allocation of Gross Receipts,
Operating Expenses and Net Revenues and the conformity of
the accounting procedures followed by Manager to its obli-
gations and duties under this Agreement. If such review
shall disclose any overpayment or underpayment of Net
Revenues or Management Fees, the amount thereof shall
be promptly adjusted pursuant to the provisions of this
Agreement.

SECTION 3. TERM OF THE AGREEMENT.

The term of this Agreement as to each Item of
Equipment shall begin on the date of the delivery to and
certification by Manager of such Item of Equipment as
provided in Section 1.2 hereof and, subject to the provi-
sions of Sections 15 and 19 hereof, shall terminate on
December 31, 2000. The obligations of Owner and Manager
hereunder arising during the term of this Agreement, or
as may otherwise be specifically provided for herein, shall
survive the expiration of the term of this Agreement.

SECTION 4. OWNERSHIP AND MARKING OF EQUIPMENT.

4.1 Retention of Title. Owner shall, and
hereby does, retain full legal title to the Equipment




notwithstanding the delivery thereof to, and management
thereof by, Manager. ‘

4.2 Duty to Number and Mark Equipment. Manager
will cause each Item of Equipment to be kept numbered with
the identifying 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 upon each
side of each Item of Equipment in letters not less than one
inch in height such labeling as from time to time may be
required by law in order to protect the title of Owner to
such Item of Equipment, its rights under this Agreement,
the rights of the Secured Party and the rights of any other
assignee of Secured Party and as required by any AAR or
governmental requirements. Manager will not place any such
Item of Equipment in operation or exercise any control or
dominion over the same until the required 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, de-
faced or destroyed. Manager will not change the identifying
number of any Item of Equipment except with the prior consent
of Owner in accordance with a statement of new identifying
numbers to be substituted therefor, which consent and state-
ment previously shall have been filed with Owner by Manager
and filed, recorded or deposited in all public offices
where this Agreement shall have been or shall be required
to be filed, recorded or deposited, and Manager shall have
furnished to Owner an opinion of counsel to such effect.

4.3 Prohibition Against Certain Designations.
Except as provided in this Section 4, Manager will not
allow the name of any person, association or corporation
to be placed on the Equipment as a designation that might
be interpreted as a claim of ownership; provided, however,
that the Manager may cause the Equipment to be letered with
the names or initials or other insignia customarily used
for convenience of identification.

SECTION 5. ENFORCEMENT OF WARRANTIES.

So long as an Event of Default has not occurred
and is not continuing hereunder, Owner hereby authorizes
Manager, and Manager hereby agrees, during the term of
this Agreement, to assert and enforce, from time to time,
in the name and for the account of Owner whatever claims
and rights Owner may have against any builders or contractors
in respect of the Equipment.



SECTION 6. DUTIES OF MANAGER AND INDEMNIFICATION

6.1 Duties of Manager. Manager shall provide
and perform, on behalf of Owner, the services set forth
below during the term of this Agreement:

(a) Immediately upon execution of this
Agreement, or as soon thereafter as reasonably practicable,
take possession of the Cars as agent for Owner for the pur-
pose of managing and operating the Cars, as herein provided.

(b) Use its best effort to keep such Cars
in use for the term of this Agreement, with railroads,
shippers or other financially responsible parties ("Users")
for that purpose on terms and conditions which are custo-
mary in the industry (but in no event shall Manager make
leases without Owner's written consent) and pursuant to
the interchange rules of the AAR and orders of the ICC,
and taking such steps as may be required to insure that all
obligations and duties arising thereunder are performed or
complied with in an orderly and timely fashion, so as to
maximize Revenues hereunder.

(c) Use its best efforts to insure that all
steps are taken which may be necessary to have the Cars reg-
istered and accepted by all hauling carriers under the AAR.

(d) Collect or cause to be collected all
payments and charges due with respect to the Cars, identi-
fying itself as agent for that purpose, pay Operating
Expenses therefrom and account for and remit all sums due
to Owner as herein provided.

(e) Recover possession of Cars and enforce
all rights of Owner with respect thereto, including the
payment of all amounts owed thereunder or otherwise with
respect to the Cars as shall be appropriate or necessary
in the judgment of Manager exercised in good faith; and
institute and prosecute legal proceedings in the name of
Owner as and if permitted and/or recover possession of the
Cars; and, when expedient, settle, compromise and/or re-
lease such actions or suits.

(£) Place in Owner's name such insurance
as is hereinafter described.

(g) Pay, in Owner's name, all personal prop-
erty taxes and other taxes, charges, assessments, or
levies imposed upon or against the Cars of whatever kind



or nature and, in Manager's discretion, defend against
any such charges and seek revision of or appeal from any
assessment or charge deemed improper, all such actions to
be in the name of Owner.

(h) Monitor and record, or cause to be
monitored and recorded, movement of the Cars.

(i) Maintain, or cause to be maintained,
complete and accurate records of all transactions relating
to the Cars.

(j) Provide Owner with advice and recom-
mendations concerning the sale of the Cars.

(k) Furnish factual information reasonably
requested by Owner in connection with Federal and State
tax returns.

(1) Perform for Owner such other services
incidental to the foregoing as may from time to time be
reasonably necessary. All of the foregoing duties of Man-
ager shall be subject ‘to the further detailed provisions
of this Agreement relating thereto and shall be performed
in good faith in the best interests of Owner.

6.2 Indemnification. Owner shall defend (if
such defense is tendered to Owner), indemnify and hold
Manager harmless from and against any and all claims, ac-
tions, damages, expenses (including reasonable attorneys'
fees), losses or liabilities incurred by or asserted
against Manager as a result of the use, operation, pos-
session, control, maintenance, repair or storage of the
Cars; provided, however, that Owner shall not defend,
indemnify or hold Manager harmless from and against, and
Manager shall not be exculpated from, any claim, action,
damage, expense, loss or liability directly or indirectly
caused by or arising from the negligence, bad faith or
misconduct of Manager or default by Manager hereunder.

SECTION 7. RULES, LAWS AND REGULATIONS.

Manager shall cause the Equipment to comply,
and require every use of an Item of Eaquipment to comply,
in all respects with all laws and interchange rules of the
AAR and with all lawful rules of the DOT, the ICC and any
other legislative, executive, administrative or judicial
body exercising any power of jurisdiction over an Item of



Equipment. In the event that such laws or rules require
any alteration of an Item of Equipment, or in the event
that any equipment or appliance of an Item of Equipment
shall be required to be changed or replaced, or in the
event that any additional or other equipment or appliance
is required to be installed on an Item of Equipment in
order to comply with such laws or rules ("Manadatory Alter-
ation"), Manager shall make such alterations, changes,.
replacements and additions; provided, however, that Manager
shall, in good faith, contest the validity or application
of any such law or rule which is customary in normal railcar
operations to contest in any reasonable manner which does
not, in the opinion of Owner, adversely affect the property
or rights of Owner. :

SECTION 8. MAINTENANCE OF EQUIPMENT.

8.1 Standards of Maintenance. Manager shall
permit the Equipment to be used only in the manner for
which it was designated and intended and so as to subject
it only to ordinary wear and tear. Manager shall main-
tain and keep each Item of Equipment in good order, condi-
tion and repair so that each Item will remain (a) in as
good operating condition as when delivered (ordinary wear
and tear excepted), (b) in compliance with any and all ap-
plicable laws and regulations, and (c) desirable to and
suitable for use by a Class I railroad.

8.2 Improvements. Except as required by the
provisions of Section 7 hereof, Manager shall not make
any permanent or other material modifications to any Item

of Equipment without the prior written authority and approval

of Owner, which consent shall not be unreasonably withheld
or delayed.

8.3 Maintenance Fee. 1In order to maintain the
Equipment in accordance with this Section, a Maintenance
Fee of $2.15 per day shall be set aside as an Operating
Expense by Manager for each Item of Equipment under this
Agreement. The aggregate amount of any such fees held
from time to time by Manager shall be maintained by Manager
as trust funds in a segregated and separately maintained
and identified interest-bearing bank account and such fees
in such account shall be used by Manager solely to maintain
the Equipment in accordance with the requirements of this
Section 8. Any expenses for the maintenance required by
this Section 8 which are in excess of such fees (and any




increases thereof as provided below) in such account shall be
paid by Manager and shall not be deemed an Operating Expense.
Upon the expiration of this Agreement and the return of the
Equipment pursuant to Section 14 hereof in the condition
required by this Section 8, any excess amounts in such account
or accounts shall be retained by and constitute the property
of Manager, but if this Agreement is terminated by reason of
default by Manager or cancellation by Manager, the excess
amounts shall be paid to Owner forthwith.

If the labor rate established by the AAR and in
effect on December 31 of any year commencing December 31,
1980 (the "Prevailing Labor Rate") shall differ from the
labor rate so established and in effect on December 31,
1979 (the "Current Labor Rate"), the Maintenance Fee shall
be increased or decreased by one half of the amount by
which (i) the product of the Maintenance Fee and the quo-
tient obtained by dividing the Prevailing Labor Rate by
the Current Labor Rate is greater or lesser than (ii) the
Maintenance Fee on the date hereof. If the U.S. Wholesale
Price Index for Metal and Metal Products in effect on
December 31 of any year commencing December 31, 1980 (the
"Increased Rate") shall differ from such Index in effect
on December 31, 1979 (the "Basic Index"), the Maintenance
Fee shall be further increased or decreased by one half of
the amount by which (i) the product of the Maintenance Fee
and the quotient obtained by dividing the Increased Rate
by the Basic Index is greater or lesser than (ii) the Main-
tenance Fee on the date hereof. Any such adjustment shall
be instituted by notice from Manager to the Owner and shall
take effect on and after the date of such notice. Anything
herein to the contrary notwithstanding, the Maintenance Fee
shall not be decreased below the minimum fee of $2.15 per
day for each Item of Equipment under this Agreement.

SECTION 9. LIENS CAUSED BY MANAGER.

Manager will promptly pay or discharge any and
all sums claimed by any party as a result of the wrongful
act or default in the performance by Manager of its obli-
gations under this Agreement which, if unpaid, might become
a lien, charge, security interest or other encumbrance
upon or with respect to any Item of Equipment, including
any accession thereto, or any part thereof or the interest
of Owner therein, and will promptly discharge any such lien,
claim, security interest or other encumbrance which arises;



provided, however, that Manager shall be under no obligation
to pay or discharge such claim so long as it is contesting
the validity thereof in good faith in a reasonable manner and
by appropriate legal proceedings and the nonpayment thereof
does not, in the opinion of Owner, adversely affect the title,
property or rights of Owner or any assignee thereof. TIf any
such claim shall have been charged or levied by anyone and

in any manner against Owner directly and shall have been

paid by Owner, Manager shall reimburse Owner, on presentation
of an invoice therefor, provided that Owner shall have been
legally liable with respect thereto (as ‘evidenced by an
opinion of counsel for Owner) or Manager shall have approved
the payment thereof.

SECTION 10. FILING, PAYMENT OF EXPENSES AND TAXES.

10.1 Filing, Expenses. Prior to delivery of an
Item of Equipment, Manager will cause this Agreement to
be duly filed, registered or recorded with the Interstate
Commerce Commission in accordance with 49 U.S.C. Section
11303 and in such other places within or without the United
States as Owner may reasonably request for the protection
of its title and will furnish to Owner the proof thereof.
Manager will, from time to time, do and perform any other
act and will execute, acknowledge, deliver, file, register
and record (and will refile, re-register or record whenever
required) any and all further instruments required by law
or reasonably requested by Owner for the purpose of pro-
tecting Owner's title to the Equipment to the satisfac-
tion of Owner's counsel or for the purpose of carrying
out the intention of this Agreement and, in connection
with any such action, will promptly deliver to Owner
proof of such filings and an opinion of Manager's coun-
sel that such action has been properly taken. Manager
shall prepare for filing all documents relating to the
registration, maintenance and record-keeping functions
for the Equipment in accordance with the rules and reg-
ulations of the AAR, ICC, the DOT and any other govern-
mental or industry authority. Such matters shall include
(without limitation) the preparation of the following
documents: (i) Appropriate AAR interchange agreements
with respect to the Equipment; (ii) registration of
each Item of Equipment in the Official Railway Equip-
ment Register (such registration directing that cor-
respondence from Railroads using such Items of Equipment
be addressed to the Manager); and (iii) such reports as
may be required from time to time by the ICC and other
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regulatory agencies with respect to the Equipment. Manager
will pay all costs, charges and expenses incident to any such
filing, refiling, recording and re-recording or depositing
and redepositing of any such instruments or incident to the
taking of such action and the same shall not be deemed an
Operating Expense.

10.2 Payment of Taxes. Manager shall cause to
be paid as an Operating Expense any local, state, federal
or foreign taxes (other than any United States federal,
state or local income tax payable by Owner on payments
provided for herein) or license fees, assessments, charges,
fines, interests and penalties (all such expenses, taxes,
license fees, assessments, charges, fines, interests and
penalties being hereinafter called Impositions) hereinafter
levied or imposed upon or in connection with or measured
by this Agreement or any sale, possession, rental, use,
payment, shipment, delivery or transfer of title under the
terms hereof or in connection with the transactions contem-
plated herein. Manager will also cause to be paid as
an Operating Expense promptly all Impositions which may be
imposed upon any Item of Equipment or for the use or opera-
tion thereof or upon the earnings arising therefrom (except
as provided above) or upon the Owner solely by reason of
its ownership thereof and will keep at all times all and
every part of such Item of Equipment free and clear of all
Impositions which might in any way affect the title of
Owner or result in a lien upon any such Item of Equipment;
provided, however, that Manager shall not pay any Imposition
of any kind so long as it is contesting such Imposition in
good faith and by appropriate legal proceedings (and Manager
agrees to contest those which it is customary in normal
railcar operations to contest), provided, the non-payment
thereof does not, in the opinion of Owner, adversely affect
the title, property or rights of Owner hereunder; and pro-
vided, further, that Manager shall not be required to pay
any Imposition or reimburse any person for any loss, cost
or expense related to any Imposition which is the subject
of any lien, charge, security interest or other encumbrance
which Manager is not required by Section 9 hereof to pay or
discharge.

In the event any reports or returns with respect
to Impositions are required to be made, Manager will either
make such reports in such manner as to show the interests
of the Owner in such Items of Equipment or notify Owner of
such requirements and make such reports in such manner as
shall be satisfactory to Owner.
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SECTION 11. CAR HIRE RELIEF.

Manager shall have the authority to enter into
arrangements with railroads to grant car hire reclaim relief
in Manager's discretion when deemed prudent to maximize
revenues in respect to the Equipment.

SECTION 12. INSURANCE.
12.1 Insurance.

(a) Manager will maintain or cause to
be maintained at all times during the term of this Agree-
ment and any renewals thereof (and thereafter during the
period in which the Equipment is being returned or stored
pursuant to Section 14 hereof), with Aetna Life and Casual-
ty or such other reputable insurance carriers and through
such brokers as shall be directed in writing by Owner, such
property insurance as is provided for below. 1Initially,
and until otherwise directed by Owner, property insurance
shall be in an amount equal to 105% of the initial purchase
price per Car or, if a greater amount is required by the
holder of the Lien, such greater amount, insuring against
loss and destruction of, and damage to, such Item arising
out of physical damage caused by fire, windstorm, explosion
and all other hazards and risks ordinarily subject to ex-
tended coverage insurance, and against such other hazards
and risks as are customarily insured against by companies
owning or operating property of a similar character or
engaged in a business similar to that engaged in by Manager
with a deductible amount not in excess of $500 per Item of
Equipment. Each such insurance policy shall (i) name Owner,
Secured Party and any other party designated by Owner as
insureds as their respective interests may appear, (ii)
provide that such policy will not be invalidated as against
Owner or Secured Party because of any violation of a condition
or warranty of the policy or the application therefor by
Manager, (iii) provide that such policy may be materially
altered or cancelled by the insurer only after thirty (30)
days' prior written notice to the Owner and Secured Party,
(iv) provide that such policy shall be prepaid a minimum of
ninety (90) days in advance, and (v) provide that all of the
provisions thereof except the limits of liability (which shall
be applicable to all insureds as a group) and liability for
premiums shall operate in the same manner as if it were a
separate policy covering each insured and shall be primary
without right of contribution from any insurance carried by
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Owner. Such insurance policies shall not have any co-insur-
ance clauses or shall be in an amount sufficient to avoid
co-insurance.

(b) Manager will procure and maintain
during the term of this Agreement, and any renewals thereof
(and thereafter during the period in which the Equipment
is being returned or stored pursuant to Section 14 hereof),
with Aetna Life and Casualty or such other reputable in-
surance carriers and through such brokers as shall be di-
rected in writing by Owner, comprehensive general liability
insurance against bodily injury and third party property
damage for each Item of Equipment with liability limits not
less than $3,000,000 and with no deductible. Each such
insurance policy shall (i) name Owner, Secured Party and
any other party designated by Owner as insureds as their
respective interests may appear, (ii) provide that such
policy will not be invalidated as against Owner or Secured
Party because of any violation of a condition or warranty of
the policy or the application therefor by Manager, (iii)
provide that such policy may be materially altered or can-
celled by the insurer only after thirty (30) days' prior
written notice to Owner and Secured Party, (iv) provide that
such policy shall be prepaid a minimum of ninety (90) days in
advance, and (v) provide that all of the provisions thereof
except the limits of liability (which shall be applicable to
all insureds as a group) and liability for premiums shall
operate in the same manner as if it were a separate policy
covering each insured and shall be primary without right of
contribution from any insurance carried by Owner.

(c) Manager shall procure and maintain
during the term of this Agreement such other insurance or
different amounts or limits as Owner may, from time to
time, direct in writing or, if Manager is unable so to do,
Owner may do so and be reimbursed therefor from Revenues
as an Operating Expense.

Manager shall deliver to Owner, prior to the
commencement of the term hereof for any Item of Egquipment
(and at such other time or times as Owner may reasonably
request) and from time to time, but within at least 15
days prior to the expiration date of each policy of such
insurance in respect to insurance to be renewed by Manager,
a certificate signed by a firm of independent insurance
brokers appointed by Owner, or if not, appointed by Manager
and not objected to by Owner, showing the insurance then
maintained, or to be maintained in the case of renewals,
by Manager pursuant to this Section 12 with respect to the
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Items of Equipment and the expiration date of each policy of
such insurance, and stating the opinion of said firm that the
insurance then carried and maintained, or to be carried and
maintained, on or with respect to the Items of Equipment
complies, or will comply, as the case may be, with the terms
hereof; provided, however, that Owner shall be under no duty
to examine such certificate, opinion or other evidence of
insurance, or to advise Manager in the event that its insur-
ance is not in compliance with this Agreement. Copies of all
policies will be furnished to Owner promptly upon request, and
originals to the Secured Party.

In the event of failure on the part of the Man-
ager to provide and furnish any of the aforesaid insurance,
Owner, upon notice to Manager, may procure such insurance
and Manager shall reimburse Owner out of Revenues for all
expenditures made by the Owner for such insurance, provided,
however, that such expenditures are and shall continue to be
an Operating Expense.

12.2 Application of Insurance Proceeds. If any
Item of Equipment is rendered unusable as a result of any
physical damage to, or destruction of, the Equipment, Man-
ager shall give to Owner immediate notice thereof. Manager
shall determine, within fifteen (15) days after the date of
occurrence of such damage or destruction, whether such Item
of Equipment can be repaired. Subject to the rights of the
Secured Party, in the event Manager determines that the
Item of Equipment cannot be repaired, such proceeds shall
be disbursed as provided above in Section 12.1(a)(i) and
this Agreement shall terminate with respect to such Item
of Equipment, except for obligations theretofore accrued
hereunder. 1In the event Manager determines that such Item
of Equipment can be repaired, Manager shall advise Owner
of the cost thereof and, if approved by Owner, shall cause
such Item of Equipment to be promptly repaired as an Oper-
ating Expense.

SECTION 13. STATUS REPORTS AND INSPECTION.

13.1 Status Reports. On or before April 15, in
each year, commencing with the year 1980, Manager will fur-
nish to Owner an accurate statement as of the end of the
preceding calendar year signed by the President or any Vice
President of Manager (a) showing the numbers of the Items
of Equipment then managed hereunder, the amount, description
and numbers of all Items of Equipment that have suffered any
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damage or loss during such calendar year (or since the date
of this Agreement, in the case of the first such statement),
and such other information regarding the condition or repair
of the Equipment as Owner may reasonably request, (b) stating
that, in the case of all Equipment repainted during the period
covered by such statement, the markings required by Section 4
hereof shall have been preserved or replaced, (c) describing
the insurance coverage maintained by Manager pursuant to
Section 12.1 hereof, and (d) stating that a review of the
activities of Manager during such year has been made under
his supervision with a view to determining whether Manager
has kept, observed, performed and fulfilled all of his obli-
gations under this Agreement and that to the bhest of his
knowledge, Manager has during such year kept, observed, per-
formed and fulfilled all such covenants, obligations and
conditions contained or referred to herein, or if an Event

of Default, or an event which with the passage of time or

the giving of notice or both would cause an Event of Default,
has occurred and is continuing, specifying such Event of
Default and all such events and the nature and status thereof
and what action Manager proposes to take with respect thereto.

13.2 Owner's Inspection Rights. Owner shall
have the right, at its sole cost and expense, by its autho-
rized representative, to inspect the Equipment and Manager's
records with respect thereto, at such times during normal
business hours as shall be reasonable to confirm to Owner
the existence and proper maintenance thereof during the
continuance of this Agreement.

13.3 Other Reports and Inspection Rights. Man-
ager agrees that it will furnish, or cause to be furnished
to Owner the following:

(a) Upon each disbursement date, a state-
ment summarizing Gross Receipts, Operating Expenses and
Net Revenues in respect to the Equipment for the three
months prior to such disbursement date and, in addition, on
each March disbursement date a statement certified as cor-
rect by the chief financial officer of Manager itemizing
such utilization for the previous 12 months, the Gross Re-
ceipts, Operating Expenses, Maintenance Fees, Net Revenues and
Management Fees charged by Manager in respect thereto and the
disbursements made to Owner; and

(b) such additional information as Owner
may reasonably request concerning Manager in order to enable
Owner to determine whether the covenants, terms and provisions
of this Agreement have been complied with by Manager.
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Owner (or such persons as it may designate) may
visit, inspect and examine, at such times and from time
to time as shall be reasonable, the records or books of
account of Manager relating to the Equipment and to discuss
the affairs, finances and accounts of Manager relating to
the Equipment with its officers and independent accountants,
upon prior notice to Manager, during normal business hours.

SECTION 14, RETURN OF EQUIPMENT UPON EXPIRATION OF TERM.

Upon the expiration of the term of this Agreement
or any extension thereof, Manager will, at the cost and
expense of Owner, deliver possession of the Equipment to _
Owner upon such storage tracks within the continental United
States and store the Equipment on such tracks for a period
not exceeding 90 days and transport the same at any time
within such 90-day period to any connecting carrier for
shipment, all as directed by Owner upon not less than thirty-
five (35) days prior written notice to Manager. During any
such storage period, Owner or any person designated by it,
including the authorized representative or representatives
of any prospective purchaser of any Item of Equipment may
inspect the same. All movement and storage of each Item of
Equipment is to be at the risk and expense of Owner except
in the case of negligence or willful misconduct of Manager,
or of its employees or agents, resulting in the death of any
person, any injury to any person or property or any damage
to the Equipment while delivering possession of it to Owner
or storing it in accordance with this Section. All Revenues
earned in respect to the Equipment after the date of term-
ination of this Agreement, or any extension thereof, shall
belong to Owner and, subject to the rights of Secured Party,
if received by Manager, shall be promptly turned over to
Owner.

SECTION 15. DEFAULT.

15.1 Events of Default. If, during the con-
tinuance of this Agreement, one or more of the following
events (each such event being herein called an Event of
Default) shall occur and, if not otherwise provided, Owner
has given notice thereof to Manager (although Manager shall
not have time to cure except as expressly provided below):
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(a) Default shall be made in the disburse-
ment to Owner of any part of the Net Revenues to be dis-
bursed to Owner as provided in Section 2 hereof, and such
default shall continue for twenty (20) days after receipt
of written notice that the same is due and payable; or

(b) any representation or warranty made
herein or pursuant hereto or in any statement or certifi-
cate furnished to Owner pursuant to or in connection with
this Agreement shall have been untrue in any material respect
when made; or

(c) Manager shall make or permit any un-
authorized assignment or transfer of this Agreement or
possession of the Equipment or any portion thereof; or

(d) default shall be made in the observance
or performance of any other of the covenants, conditions
and agreements on the part of Manager contained herein and
such default shall continue for (i) ten (10) days, as to
Section 22, or (ii) in other events, thirty-five (35) days
after written notice from Owner specifying the default
and demanding the same to be remedied; or

(e) any proceedings shall be commenced by
or against Manager for any relief which includes, or might
result in, any modification of the obligations of Manager
hereunder, under any bankruptcy or insolvency law or law
relating to the relief of debtors, readjustments of in-
debtedness, reorganizations, arrangements, compositions
or extensions and, unless such proceedings shall have been
dismissed, nulllfled stayed or otherwise rendered ineffec~
tive (but then only so long as such stay shall continue in
force or such ineffectiveness shall continue), all the ob-
ligations of Manager under this Agreement shall not have
been duly assumed in writing, pursuant to a court order or
decree, by a trustee or trustees or receiver or receivers
appointed for Manager or for the property of Manager in
connection with any such proceeding in such manner that
such obligations shall have the same status as expenses of
administration and obligations incurred by such trustee or
trustees or receiver or receivers, within thirty (30) days
after such appointment, if any, or sixty (60) days after such
proceeding shall have been commenced, whichever shall be
earlier; or

(f) any proceeding shall be commenced by

or agalnst Manager for any relief which includes, or might
result in, modification of the obligations of Manager
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under this Agreement under any bankruptcy or insolvency
law, or law relating to the relief of debtors, readjust-
ments of indebtedness, reorganizations, arrangements,
compositions or extensions, and unless such proceedings
shall have been dismissed, nullified, stayed or otherwise
rendered ineffective (but then only so long as such stay
shall continue in force or such ineffectiveness shall con-
tinue) and subsequently the Secured Party declares that an
Event of Default has occurred under the Conditional Sales
Agreement and has notified Owner that Secured Party intends to
exercise its rights under such Conditional Sales Agreement;

then, in any such case, Owner, its successor and assigns, at
its option, may:

(1) Proceed by appropriate court ac-
tion or actions, either at law or in equity, to enforce
performance by Manager of the applicable covenants of this
Agreement or to recover damages for the breach thereof,
including reasonable attorneys' fees and expenses; or

(2) by notice in writing to Manager,
terminate this Agreement, whereupon all right of Manager
to manage the Equipment shall absolutely cease and terminate,
but Manager shall remain liable as hereinafter provided;
provided, however, that Owner shall have a right to recover
from Manager any and all amounts which, under the terms of
this Agreement, may be then due or which may have accrued
to the date of such termination.

In addition, Manager shall be liable, during or
after the exercise of any of the foregoing remedies, for
all reasonable attorneys' fees and other expenses by reason
of the occurrence of an Event of Default or the exercise of
Owner's remedies in respect thereto and for damages as
provided by law.

15.2 Cumulative Remedies. The remedies in this
Agreement provided in favor or Owner shall not be deemed
exclusive, but shall be cumulative and may be exercised
concurrently, and shall be in addition to all other remedies
in its favor existing at law or in equity.

15.3 Owner's Exercise of its Rights. The fail-
ure or delay of Owner or its assigns to exercise the
rights granted it hereunder upon any occurrence of any of
the contingencies set forth herein shall not constitute a
waiver of any such right upon the continuation or recur-
rence of any such contingencies or similar contingencies.
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The singular or partial exercise of any such right shall
also not preclude any other or further exercise thereof,
or the exercise of any other right of the hereunder.

SECTION 16. RETURN OF EQUIPMENT UPON DEFAULT.

16.1 Manager's Duty to Return. If the Owner
shall terminate this Agreement pursuant to Section 15 hereof,
Manager shall forthwith deliver possession of the Equipment to
Owner in the condition such Equipment is: required to be
maintained hereunder. For the purpose of delivering posses-
sion of any Item of Equipment to Owner as above required,
Manager shall, at its own cost, expense and risk:

(a) Forthwith, but in any event within
thirty-five (35) days, assemble and place each such Item
of Equipment upon such storage tracks as Owner may rea-
sonably designate within the continental United States or,
in the absence of such designation, as Manager may select;

(b) provide storage, at the risk of Manager,
for each Item of Equipment on such tracks without charge
for insurance, rent or storage until such Equipment has been
sold, leased, or otherwise disposed of by Owner; and

(c) transport the Equipment to any place
of interchange on the lines of a railrocad within a 25-mile
radius of such storage tracks, all as Owner may reasonably
direct upon not less than thirty (30) days written notice
to Manager.

16.2 Specific Performance. The assembling,
delivery, storage and transporting of the Equipment as
hereinbefore provided are at the expense and risk of Manager
and are the essence of this Agreement, and upon application
to any court of equity having jurisdiction in the premises,
Owner shall be entitled to a decree against Manager requir-
ing specific performance of the covenants of Manager to so
assemble, deliver, store and transport the Equipment.

16.3 Manager's Waiver. Manager hereby expressly
waives any and all claims against Owner and its assigns or
agents for damages of whatever nature in connection with the
retaking of any Item of Equipment in any reasonable manner.
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SECTION 17. PERFORMANCE STANDARDS.

Manager agrees to use its best efforts to mini-
mize maintenance, insurance, repair and other Operating
Expenses. If Manager shall, directly or through any affil-
iated entity, furnish any work, labor or materials as an
Operating Expense, the cost thereof shall in no event ex-
ceed the normal and customary charges by private shops
therefor.

If Manager shall fail to pay any Operating Ex-
pense when due, and after five (5) days written notice
thereof by Owner, unless the payment thereof is deferred
by contest being conducted by Manager, Owner may pay the
same and Manager shall forthwith reimburse Owner out of
Gross Receipts, which reimbursement shall be deemed an
Operating Expense hereunder.

Manager agrees to perform its obligations here-
under with due diligence, in an efficient and proper man-
ner, in accordance with the highest ethical and business
standards of railcar management, and in the best interests
of Owner.

SECTION 18. NO TRANSFER BY MANAGER.

Manager shall not, without first obtaining the
written consent of Owner, which consent shall not be unrea-
sonably withheld or delayed, sell, assign or transfer any
or all of its rights or interests in, to or under this
Agreement but, in any event, Manager named herein shall
remain liable for the full performance of all of the obli-
gations of Manager under this Agreement.

Nothing in this Section 18 shall be deemed to
restrict the right of Manager to assign or transfer its
interest under this Agreement to any corporation, now con-
trolled, under common control with or controlling Manager
(which shall have duly assumed in writing the obligations
hereunder of Manager), into or with which Manager shall
have become merged or consolidated or which shall have
acquired all, or substantially all, of the property of
Manager; provided, however, that any such assignee, succes-
sor or transferee will not, after giving effect to such
merger or consolidation or acquisition of properties (a)
be in default under any provisions of this Agreement, (b)
have a net worth (determined in accordance with generally
accepted principles of accounting) less than 90% of that
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of Manager immediately preceding such merger, consolidation
or acquisition, and (c¢) have altered in any way Manager's
obligations to Owner hereunder which shall be and remain
those of a principal and not a guarantor.

SECTION 19. CANCELLATION.

Owner reserves the right to cancel and terminate
this Agreement and all rights of Manager hereunder upon any
sale or other disposition of any of the Equipment at any
time after the fifth anniversary of the.date of this Agree-
ment. If only a portion of the Equipment is so sold or
transferred, this Agreement shall terminate only to the
extent thereof. Manager reserves the right to cancel and
terminate this Agreement at any time after the fifth anni-
versary of the date of this Agreement, upon sixty (60) days'
prior written notice to Owner. All payments due hereunder
shall be promptly computed and paid as of the date of such
cancellation.

SECTION 20. NO JOINT VENTURE OR PARTNERSHIP.

Owner and Manager recognize and acknowledge that
this Agreement is not intended to create a partnership,
joint venture or other entity between Owner and Manager.
Manager shall not take any action or engage in any course
or dealing which would suggest or create an inference that
there is any such understanding or agreement. Manager
shall not have any authority to (i) offer for sale, con-
tract or agree to sell or sell any Cars except as Owner
may from time to time hereafter expressly request or direct,
or (ii) cause the Cars to be reclassified without the con-
sent of Owner.

SECTION 21. FOREIGN USAGE.

Manager shall promptly report to Owner any usage
of any Car outside the United States. Manager shall not
permit any Car to be used in a manner or by an entity which
might, immediately or upon the passage of time, cause a
loss of the tax credit to Owner under Section 38 (and re-
lated sections) of the Internal Revenue Code of 1954, as
amended.
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SECTION 22. COMPLIANCE WITH CONDITIONAL SALES AGREEMENT.

Manager has examined a full copy of the Condi-
tional Sales Agreement. Owner is relying upon Manager to
perform its duties hereunder in a manner which complies
with and will not cause a default to occur under the Con-
ditional Sales Agreement or any subsequent agreement creat-
ing any lien or other interest in the Equipment to secure
the payment of indebtedness, a copy of which shall be de-
livered to Manager, and, subject to Owner's reimbursement
obligations under Section 2.1, Manager agrees so to perform.

SECTION 23. PARITY LOADING.

Manager represents that it heretofore has not,
and agrees that it will not hereafter, enter into any
agreement to load railroad cars not owned by Manager or
any parent, affiliate or subsidiary ("Non-Owned Cars"),
nor engage in any course of practice by which it loads
Non-Owned Cars, in preference to any of the Equipment, and
that all Non-Owned Cars, including the Equipment, will be
treated with commercially reasonable parity, although Non-
Owned Cars other than the Equipment may be treated with
less than parity. 1In all events, Manager will load the
Cars prior to loading any railcars owned by Manager or any .
parent, affiliate or subsidiary.

SECTION 24. SUBORDINATION.

This Agreement and Manager's authority and rights
hereunder are subject and subordinate in all respects to
the liens and security interests upon the Cars and Revenues
generated thereby held by Secured Party and by Seller.

SECTION 25. REPRESENTATIONS.

25.1 Representations and Warranties of Manager.
Manager represents and warrants to, and covenants and agrees
with, Owner as follows:

(a) Manager is a corporation duly and
validly organized and existing in good standing under the
laws of the state of its incorporation and has all corpo-
rate power and authority to own its properties and carry.
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on its business in the places where such properties are
located and such business is conducted.

(b) Manager has the power and authority to
enter into this Agreement. There is no action, suit or
proceeding pending against Manager before or by any court,
administrative agency or other governmental authority which
brings into question the validity of, or might in any way
impair the execution, delivery or performance by Manager
of this Agreement.

(c) The execution and delivery of this
Agreement by Manager and the performance by it of its ob-
ligations hereunder, have been duly authorized by all nec-
essary corporate action of Manager and do not violate or
conflict with (i) any provision of Manager's Certificate
of Incorporation or By-Laws, (ii) any law or any order,
writ, injunction, decree, rule or regulation of any court,
administrative agency or any other governmental authority,
or (iii) any agreement to which Manager is a party or by
which Manager is bound.

(d) This Agreement constitutes the valid
and binding obligation of Manager enforceable in accordance
with its terms, subject, however, to laws of general appli-
cation affecting creditors' rights.

(e) Manager is not subject to any restric-
tion, indenture or agreement (including, without limita-
tion, any agreements creating or relating to the lien of
Secured Party) which, with or without the giving of notice,
the passage of time, or both, prohibits or would be vio-
lated by the execution, delivery and consummation of this
Agreement or which, except for the lien of Secured Party,
by its terms causes or will cause any security interest to
attach to the Equipment. All consents necessary for such
execution, delivery or consummation by Manager have been
obtained.

(f) There is no action, suit or proceeding
pending against Manager before or by any court, administra-
tive agency or other governmental authority which brings
into question the validity of, or might in any way impair
the execution and delivery by Manager of this Agreement and
the performance by Manager of its obligations hereunder.

25.2 Representations and Warranties of Owner.
Owner represents and warrants to, and agrees with, Manager
as follows:
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(a) Owner has the power and authority to
enter into this Agreement and to carry out the transactions
contemplated hereunder and the exeuction, delivery and per-
formance of this Agreement by Owner have been duly autho-
rized by all necessary action of Owner.

(b) The execution and delivery of this
Agreement and the performance by it of its obligations
hereunder do not violate or conflict with (i) any law or
any order, writ, injunction, decree, rule or regulation
of any court, administrative agency or any other govern-
mental authority, or (ii) any agreement to which Owner is
a party or by which Owner is bound. There is no action,
suit or proceeding against Owner before any court, admin-
istrative agency or other governmental authority which
brings into question the validity of, or might in any way
impair the execution, delivery or performance by Owner
of this Agreement.

(c) This Agreement constitutes the valid
and binding obligation of Owner enforceable in accordance
with its terms, subject, however, to laws of general applica-
tion affecting creditors' rights.

(d) Owner is not subject to any restriction
or agreement which, with or without the giving of notice,
the passage of time, or both, prohibits or would be vio-
lated by the execution, delivery and consummation of this
Agreement and transactions herein referred to. No consents
are necessary for such execution, delivery and consummation
by Owner.

(e) Owner is not a party to any indenture,
mortgage, deed of trust or other written agreement of any
nature whatsoever which, by its terms, causes any security
interest to attach or hereafter to attach to the Equipment
in any manner except the lien held by Seller.

SECTION 26. MISCELLANEOUS.

26.1 BAdditional Documents. Each party hereto
shall execute - and deliver all such further instruments and
documents as may reasonably be requested by the other party
in order to fully carry out the intent and accomplish the

purpose of this Agreement and the transactions referred to
herein.
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26.2 Notices. Any notice, request or other
communication required or permitted to be given by either
party hereto to the othér shall be deemed to have been
given when deposited in the United States certified mail,
first class, postage prepaid, addressed as follows:

If to the Manager:

Upper Merion and Plymouth
Railroad Company

c/o FSC Corporation

Suite 404

1000 RIDC Plaza

Pittsburgh, PA 15238

If to the Owner:

The W-A Equipment Company
1114 Avenue of the Americas
New York, New York 10036

plus such one additional addressee as either may designate
by notice hereunder, or addressed to any such party at such
other address as such party shall hereafter furnish to such
other parties in writing.

26.3 Approvals and Consents. Any approval or
consent by Owner called for hereunder shall be deemed given
if no objection has been received by Manager within thirty
(30) days from the giving of notice or request for approval
or consent relating thereto.

26.4 Amendments. This Agreement may be amended
or varied only by a document, in writing, of even or sub-
sequent date hereto, executed by Owner and Manager.

26.5 Successors and Assigns. Subject to the
provisions of Section 18, all covenants and agreements
contained in this Agreement shall bind Manager and Owner and
shall inure to the benefit of the respective successors,
assigns and transferees of Manager, to the extent assignment
is permitted hereunder, and Owner, in the same manner and to
the same extent and with like effect as if such successors and
assigns were named in such covenants and agreeents and
were made parties to this Agreement. Except as provided
for in this Section 26, nothing contained in this Agree-
ment is intended to create any rights in any third persons,
including, without limitation, any users of the Equipment or
any persons claiming through or under any such users.
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26.6 Execution in Counterparts. This Agreement
may be executed in several counterparts, but the counter-
part delivered to the Interstate Commerce Commission for
recordation and subsequently redelivered to the Secured
Party shall be deemed to be the original counterpart.

26.7 Law Governing. This Agreement shall be con-
strued in accordance with the laws of the Commonwealth of
Pennsylvania; provided, however, that the parties shall be
entitled to all rights conferred by 49 U.S.C. Section 11303
of Interestate 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 Agree-
ment or any assignment hereof shall be filed, recorded or
deposited.

26.8 Headings and Table of Contents. All Sec-
tion headings and the Table of Contents are inserted for
convenience only and shall not affect any construction or
interpretation of this Agreement.

26.9 Severability; Effect and Modification of
the Agreement. Any provision of this Agreement which is
prohibited or unenforceable in any jurisdiction shall be,
as to such jurisdiction, ineffective to the extent of such
prohibition or unenforceability without invalidating the
remaining provisions hereof, and any such prohibition or
unenforceability in any jurisdiction shall not invalidate
or render unenforceable such provisions in any other jur-
isdiction.

IN WITNESS WHEREOF, the parties hereto have
caused this Agreement to be executed by their respective
officers thereto duly authorized and Manager has caused its
corporate seal to be hereto affixed as of the day and year
first above written.

[CORPORATE SEAL]

UPPER MERION AND PLYMOUTH
RAILROAD COMPANY

ATTEST:
By By

THE W-A EQUIPMENT COMPANY
By By
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STATE OF
SS.:

— 0 e

COUNTY OF

On this day of ; 1980, before me
personally appeared ‘ , to me
personally known, who, being by me duly sworn, did depose
and say that he is a manager of The W-A Equipment Com-
pany, a general partnership organized under the laws of
the State of New York, the partnership described in and
who executed the foregoing Agreement and he acknowledged
the foregoing Agreement as his free act and deed.

Notary Public

STATE OF NEW YORK

— g8

SS.:
COUNTY OF NEW YORK
On this day of r 1980, before me
personally appeared , to me
personally known, who, being by me duly sworn, did depose
and say that he is a of Upper Merion and Plymouth

Railroad Company, the corporation which executed the fore-
going Agreement and that the seal affixed to the foregoing
Agreement is the corporate seal of said corporation, that
said Agreement was signed and sealed on behalf of said cor-
poration by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing Agreement
was the free act and deed of said corporation.

Notary Public



SCHEDULE A

The Equipment consists of twenty (20) 100
ton Chessie System Design, open top hopper cars bearing
idenifying numbers UMP 7255 through UMP 7274, inclusive,
manufaétured by The Chessie Corporation ("Chessie") under
Conditional Sales Agreement made with Upper Merion and
Plymouth Railroad Company dated as of February 15, 1980

(the "Chessie Agreement").

The Equipment is subject and subordinate to the
lien (the "Lien") originally held by Chessie (which has
been assigned by Chessie to The Ohio National Life Insurance _

Company) pursuant to the Chessie Agreement.
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SCHEDULE B

CERTIFICATE OF ACCEPTANCE UNDER
MANAGEMENT AND MAINTENANCE CONTRACT

TO: The W-A Equipment Company

I hereby certify that I am a duly appointed and
authorized representative of Upper Merion and Plymouth
Railroad Company under that certain Management and Main-
tenance Contract dated as of February 20, 1980 with the
The W-A Equipment Company.

I further certify that I have inspected, re-~
ceived, approved and accepted deliver under said Manage-
ment and Maintenance Contract of the following Items of
Equipment:

TYPE OF EQUIPMENT: 100 ton open-top hopper
cars

PLACE ACCEPTED: Russell, Kentucky

NUMBER OF UNITS: 20

MARKED AND NUMBERED: UMP 7255 to UMP 7274

and certify to the matters described in Section 1.2 of said
Management and Maintenance Contract.

The execution of this Certificate will in no way
relieve or decrease the responsibility of the Builder for
any warranties it as made with respect to the Equipment.

Dated: February 20, 1980

021380/2189/A29



