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Hon. Agatha Mergenovich INTERSTATE COMMERCE COMMISSION
Secretary

Interstate Commerce Commission
Washington, D.C. 20423
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bPear Ms. Mergenovich:

Pursuant to 49 USC §11303 of the Interstate
Commerce Act, there are transmitted herewith for filing
and recording one executed notarized-original, and one
copy, of each of the.three Agreements dated November 9,
1981 between Chicago and North Western Transportation
Company, as Property Owner, and General Electric Company,
as Tax Lessor, for the leasing of (1) Maintenance Equipment,
(2) Materials for Track and Betterments (16 year life) and
- (3) Materials for Track and Betterments (20 year life).

The name and address of the Propeftngwner are:

Chicago and North Western Transportation
Company

One North Western Center

Chicago, Illinois 60606

The ~nhame and address of the Tax Lessor are:

General Electric Company
570 Lexington Avenue
New York, New York 10022

Sincerely yours,

Thomas L. Higginson, Jr.
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AGREEMENT

Dated November 9, 1981

Between

CHICAGO AND NORTH WESTERN TRANSPORTATION COMPANY,

as Property Owner

and

GENERAL ELECTRIC COMPANY,
as Tax Lessor

Track and Betterments
(16 Year Life)

s

THE PARTIES TO THIS AGREEMENT MAVE ELECTED TO
CHARACTERIZE THIS AGREEMENT AS A LEASE, FOR
FEDERAL INCOME TAX PURPOSES ONLY, PURSUANT TO
SECTION 168(f)(8) OF THE INTERNAL REVENUE CODE
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AGREEMENT

AGREEMENT, dated November 9, 1981, between Chicago and
North Western Transportation Company, a Delaware corporation
(the "Property Owner"), and General Electric Company, a New
York corporation (the "Tax Lessox").

WHEREAS, the Property Owner owns the property described
in Annex A hereto (the "Property") and represents herein
that the Property is "qualified leased property" as defined
in Section 168(f)(8)(D)(ii) of the Internal Revenue Code of
1954, as amended (the "Code"); and

WHEREAS, the parties desire that for Federal income tax
purposes, and only for such purposes, the Tax Lessor be
treated as the owner and lessor, and the Property Owner as
the lessee, under a separate lease with respect to each item
of the Property.

NOW, THEREFORE, it is agreed:

1. Characterization of this Agreement as a Separate
Lease with Respect to Each Item of the Property for Federal
Income Tax Purposes.

For Federal income tax purposes (and only such pur-
poses), pursuant to Section 168(f)(8) of the Code, the Prop-
erty Owner and the Tax Lessor each hereby characterizes this
Agreement as a separate lease with respect to each item of
the Property and hereby irrevocably elects to have the pro-
visions of Section 168(f)(8) of the Code apply to this
Agreement. In consequence, for such purposes the parties
hereby agree to treat the Tax Lessor as purchasing each item
of the Property from the Property Owner on the terms set
forth herein on the Closing Date for such item of the Prop-
erty, and to treat the Tax Lessor as the owner and lessor of
each item of the Property and the Property Owner as the les-
see and user of each item of the Property beginning with the
Closing Date for each such item of Property. "Closing Date"
shall mean the date hereof for each item of Property set
forth in Part 1 of Annex A hereto and December 31, 1981 (or
such date prior thereto as Property Owner and Tax Lessor



may otherwise agree) for each item of Property set forth in
Part 2 of Annex A hereto. Each party has signed concurrent-
ly herewith duplicate copies of a statement in the form of
Annex B hereto with respect to the Property set forth in
Part 1 of Annex A hereto, and each hereby agrees to (i)
sign, concurrently with the second Closing Date, duplicate
copies of a statement in the form of Annex B hereto with
respect to the Property set forth in Part 2 of Annex A
hereto, and (ii) file with the Internal Revenue Service one
of each such statements or, if available, to sign in dupli-
cate and file with the Internal Revenue Service an informa-
tion return or returns concerning the foregoing elections,
in either case at the time and in the manner provided in
Section 5c.168(f)(8)-2(a)(3) of the temporary regqulations
under Section 168(f)(8) of the Code (the "Temporary Regula-
tions").

2. Terms of the Leases and Related Transactions for
Federal Income Tax Purposes.

The terms of each of the leases (individually a "Deemed
Lease", each reference herein to a Deemed Lease shall apply
equally to each Deemed Lease) and certain related transac-
tions which are treated as existing or occurring for Federal
income tax purposes under Section 168(f)(8) of the Code by
virtue of the characterization and elections provided in
Section 1 of this Agreement are as follows:

(a) Purchase of Property by Tax Lessor. The Tax
Lessor shall be treated for Federal income tax purposes {and
only such purposes) as purchasing each item of the Property
from the Property Owner on the Closing Date for such item of
Property for a ourchase price equal to the Property Owner's
Adjusted Basis for the item set forth in Annex A hereto, and
such purchase shall be treated as having occurred prior to
the item having been originally placed in service.

(b) Pavment of Purchase Price by Tax Lessor. The Tax
Lessor shall be treated for Federal income tax purposes (and
only such purposes) as agreeing to pay the purchase price
for esach item of the Property as follows:

(1) The Cash Payment for each item of the Prop-
erty set forth in Annex A hereto, which will be paid
in cash by the Tax Lessor to the Property Owner con-
currently with the Closing Date for such item of
Property, shall be treated as having been paid as part
of the purchase price and to constitute an amount which



the Tax Lessor has at risk with respect to the item;
and

(1ii) The Tax Lessor shall be treated as having
agreed for Federal income tax purposes (and only such
purposes) to pay to the Property Owner the balance of
the purchase price (the "Installment Loan") for each
item of the Property in installments in the amounts and
on the dates set forth in Annex C hereto, together with
interest on the unpaid balance outstanding from time to
time at the rate of 16% per year payable on the payment
dates set forth in Annex C (the sum of the installment
payment and the interest payment with respect to each
item of the Property which is payable on each date set
forth in Annex C is referred to as the "Installment
Loan Payment" payable on such date).

(c) Lease Term and Rental Payments. The term of the
Deemed Lease for each item of the Property shall be from the
Closing Date for such item of Property to and including the
Lease Termination Date for such item set forth in Annex A
hereto unless sooner terminated as the result of the occur-
rence of a "disqualifying event" within the meaning of
Section 5¢.168(f)(8)-8 of the Temporary Regulations; and the
Property Owner shall be treated as having agreed for Federal
income tax purposes (and only such purposes) to make rental
payments to the Tax Lessor under each Deemed Lease equal in
amounts to, and payable on the same dates as, the Install-
ment Loan Payments with respect to the item of the Property
covered by such Deemed Lease, as set forth in Annex C.

(d) Payments of Rental and Installment Loan Payments.
The rental payment and Installment Loan Payment which are
payable on each payment date set forth in Annex C hereto
with respect to each item of the Property shall for Federal
income tax purposes (and only such purposes) each be treated
as having been paid automatically and without any action by
either party on each such date. Each such payment obliga-
tion by either party is by its terms treated as payable on
its respective payment date only to the extent that the
corresponding payment due from the other party is treated
as having been paid pursuant to the foregoing sentence or
otherwise.

(e) Property Owner Purchase at End of Lease Term.
At the end of the term of the Deemed Lease for each item of
the Property, the Property Owner. shall be treated for




Federal income tax purposes (and only such purposes) as
acquiring ownership of the item automatically from the Tax
Lessor without the payment of any consideration and without
any other action by either party.

3. Representations, Warranties, and Covenants by the
Property Owner.

The Property Owner hereby represents, warrants, and
covenants to the Tax Lessor as follows:

(a) Immediately prior to the Closing Date for
each item of Property, the Property Owner is, the owner
for Federal income tax purposes of such item of the
Property;

(b) Neither the Property Owner nor any other
person other than the Tax Lessor has claimed or will
claim, on its Federal income tax returns or otherwise,
investment credit or cost recovery deductions with
respect to any costs incurred by the Property Owner
through the Closing Date for such item of the Property;

(c) Each item of the Property is "qualified
leased property" (as defined in Section 168(f)(8)(D)
(1i) of the Code), which was placed in service by the
Property Owner after December 31, 1980 (and, with
respect to each item of the Property listed in Part 2
of Annex A hereto, within three months prior to the
second Closing Date) and before the Closing Date with
respect thereof;

(d) The adjusted basis (within the meaning of
Section 168(£)(8)(D)(ii)(III) of the Code) of the
Property Owner in each item of the Property on the
Closing Date with respect thereof is not less than the
purchase price of the item set forth in Annex A hereto;

(e) The present class life (or where applicable,
the useful life under Section 167 of the Code) and the
recovery class under Section 168(c)(2) of the Code for
each item of the Property in the hands of the Tax
Lessor are as set forth in Annex A hereto;

(f) The Property Owner has not entered into, and
will not enter into, any agreement which relates to



costs incurred by it through the Closing Date in re-
spect of any item of the Property to which the provi-
sions of Section 48(d) or 168(f)(8) of the Code apply,
except this Agreement;

(g) During the term of the Deemed Lease with
respect to each item of the Property, the item will not
cease to be "Section 38 property" within the meaning of
Section 48(a) of the Code with respect to the Tax Les-
sor and the Property Owner, other than solely by reason
of an act by the Tax Lessor;

(h) During the term of the Deemed Lease with
respect to each item of the Property, the Property
Owner will not sell or assign (collectively "Transfer")
its interest in the item or in the Deemed Lease with
respect to the item unless (A)(i) the Tax Lessor con-
sents to the Transfer (which consent shall not be
unreasonably withheld), (ii) the transferee assumes the
Property Owner's 1interest in this Agreement with
respect to the item, including the Deemed Lease and the
deemed Installment Loan Payments, without relieving the
Property Owner of any of its obligations under this
Agreement, and (iii) the transferee furnishes a written
consent and the transferee and the Tax Lessor file
statements, in both cases at the time and in the
manner provided in Section 5c¢.168(£f)(8)-2(a)(5) of the
Temporary Regulations or (B) the Transfer is a Casualty
Occurrence of the type referred to in clause (2) of the
first sentence of Section 5 hereof;

(1) The amount of the investment credit and cost
recovery deductions that the Tax Lessor shall be
allowed with respect to any item of the Property will
not be limited by the application to the Property Owner
of the at-risk rules under Section 46(c)(8) or Section
465 of the Code;

(3j) At all times during the term of the Deemed
Lease for each item of the Property, the item will be
used in a manner which will entitle the Tax Lessor to
treat, for Federal income tax purposes, each amount of
income, deduction, and credit relating to the item as
being derived from, or allocable to, sources within the
United States;



(k) The Installment Loan for each item of the
Property bears a reasonable rate of interest within the
meaning of Section 1.385-6(e) of the regulations under
the Code or an arm's-length rate of interest as defined
in Section 1.482-2 of the regulations under the Code;

(1) The Property Owner is a corporation duly
incorporated, validly existing and in good standing
under the laws of the jurisdiction of its incorpora-
tion, and is duly authorized and empowered to execute
and deliver this Agreement and any other document
pursuant to this Agreement, and to fulfill and comply
with the terms, conditions, and provisions hereof and
thereof; each such agreement, document, instrument or
certificate has been or will be (at the time of its
delivery) duly authorized, executed and delivered and
constitutes or will constitute (at the time of deliv-
ery) the valid, legal and binding obligation of the
Property Owner, enforceable in accordance with its
terms;

(m) Neither the execution and delivery of this
Agreement, nor the consummation of the transactions
herein contemplated, nor the fulfillment of, or com-
pliance with, the terms and provisions hereof will
conflict with, or result in a breach of, any of the
terms, conditions or provisions of the certificate of
incorporation or the by-laws of the Property Owner or
of any bond, debenture, note, mortgage, indenture,
agreement or other instrument to which the Property
Owner is now a party or by which it or its property may
be bound, or constitutes or would constitute (with the
giving of notice or the passage of time, or both) a
default thereunder, or result in the creation or
imposition of any lien, charge, security interest or
other encumbrance of any nature whatsoever upon any
property of the Property Owner, or upon any item of the
Property, except liens, if any, which may attach to the
Property Owner's interest in this Agreement;

(n) Neither the execution and delivery by the
Property Owner of this Agreement nor the consummation
of the transaction contemplated in this Agreement nor
the fulfillment of, or compliance with, the terms and
provisions of this Agreement, will conflict with, or
result in a breach of, any of the terms, conditions or
provisions of any law, or any regulation, order,



injunction or decree of any court or governmental
instrumentality applicable to the Property Owner or the
Property:;

(0) No consent, authorization, approval or
registration with any governmental or public body or
authority is required in connection with the execution
and delivery by the Property Owner of this Agreement,
or the fulfillment of or compliance by the Property
Owner with the terms, conditions and provisions hereof;

(p) Except as set forth in Annex F hereto, if ap-
plicable, the interest of the Tax Lessor created by
this Agreement for Federal income tax purposes is not
subject to any lien, charge, encumbrance, or other
prior claim of any mortgagee or other creditor of the
Property Owner or any other third party; and

(q) Neither the execution and delivery of this
Agreement, nor the consummation of the transactions
herein contemplated, nor the fulfillment of, or compli-
ance with, the terms and provisions hereof will subject
the Tax Lessor under present law or regulations to
regulation by any railroad regulatory authority or
agency (including, without limitation, the Interstate
Commerce Commission, the United States Railroad Ad-
ministration or the Department of Transportation).

4, Agreements Relating to Federal Income Tax Report-

ing.

The Tax Lessor and the Property Owner each agrees
that on its Federal income tax returns it will report the
receipts and disbursements by it provided for in Sections 2
and 5 of this Agreement as if such receipts and disburse-
ments had actually been received or disbursed, as the case
may be, in cash on the date the receipt or disbursement is
payable as provided in this Agreement. Each party agrees
that, promptly upon any request from time to time of the
other party, it will confirm in writing that all payments
of rental under each Deemed Lease or of Installment Loan
Payments theretofore treated as having been received or
disbursed by it have been so reported on its Federal income
tax returns.

5. Payment for Casualty Occurrence.

If during the term of the Deemed Lease with respect
thereto, (1) an event occurs, other than by reason of any



act of commission or omission, misrepresentation, breach of
any agreement, covenant or warranty contained herein by the
Property Owner or any subsequent transferee, assignee or
user and other than solely by reason of an act or omission
of Tax Lessor, requiring the Tax Lessor to recapture all or
a portion of Investment Credit and/or Cost Recovery Deduc-
tions with respect to any item of Property or (2) the Prop-
erty Owner deems it to be in its best interests to terminate
the Deemed Lease with respect to any item of the Property
without compliance with Section 3(h)(A) of this Agreement
(a), at any time in order to satisfy the objections of any
secured party or other creditor of the Property Owner or (b)
in all other cases after the fifth anniversary of the Clos-
ing Date for such item, (any such occurrence being herein-
after called a "Casualty Occurrence"” and any item of the
Property which becomes the subject of a Casualty Occurrence
being hereinafter referred to as the "Item"), then the
Property Owner shall promptly and fully notify the Tax
Lessor with respect thereto.

On the date of the Casualty Occurrence with respect to
the Item, the Item shall be treated for Federal income tax
purposes (and only such purposes) as having been sold by the
Tax Lessor to the Property Owner for the amount set forth in
the next sentence and the Deemed Lease for the Item shall
terminate. The amount realized by the Tax Lessor on the
sale of the Item shall be equal to (i) the unpaid principal
balance of the Installment Loan with respect to the Item
(after taking into account the payments provided for in the
following paragraph), which unpaid balance shall be treated
as having been cancelled by the Property Owner, plus (ii) an
amount to be paid in cash by the Property Owner to the Tax
Lessor equal to (A) in the case of a Casualty Occurrence of
the type referred to in clause (1) of the first sentence of
this Section 5, the Casualty Value set forth in Column I of
Annex D hereto for the Item and (B) in the case of a Casual-
tv Occurrence of the type referred to in clause (2) of the
first sentence of this Section 5, 110% of the Casualty Value
set forth in Column I of Annex D hereto for the Item. The
Casualty Value set forth in Annex D hereto for the Item on
the Payment Date next preceding the date of the Casualty
Occurrence shall be paid in cash on the later of (i) the
Payment Date set forth in Annex D hereto next succeeding the
date of the Casualty Occurrence or (1ii) thirty days after
the date of the Casualty Occurrence.

The Property Owner shall be treated as having agreed
for Federal income tax purposes (and only such purposes)



to make a rental payment to the Tax Lessor under the Deemed
Lease on the date of the Casualty Occurrence with respect to
the Item equal in amount to the payment on the Installment
Loan referred to in the next sentence. The Tax Lessor shall
be treated as having agreed for Federal income tax purposes
(and only such purposes) to make a payment to the Property
Owner on the date of the Casualty Occurrence with respect
to the Item in respect of principal and accrued interest
(at the rate provided for in Section 2(b)(ii})) on the
Installment Loan for the Item equal in amount to (i) the
Installment Loan Payment with respect to the Item due on the
next succeeding Payment Date set forth in Annex C hereto
times (ii) a fraction the numerator of which equals the
number of days from the day after the last Payment Date set
forth in Annex C hereto to and including the date of the
Casualty Occurrence and the denominator of which equals the
number of days from the day after the last such Payment Date
to and including the next succeeding Payment Date. The
rental payment and the payment on the Installment Loan
referred to in this paragraph shall for Federal income tax
purposes (and only such purposes) each be treated as having
been paid automatically and without any action by either
party on the date of the Casualty Occurrence.

The Property Owner shall report to the Tax Lessor no
less than annually (or at such other intervals as may be
agreed upon in writing by the parties hereto), but in no
event later than the time required for timely inclusion in
the Federal income tax returns of the Tax Lessor, such item
or items of the Property which have been the subject of a
disposition or any other event (whether or not such disposi-
tion or event would otherwise be required to be reported
under this Agreement) which will, or in the reasonable
opinion of the Tax Lessor could, result in a regquirement
that the Tax Lessor recapture any amounts for Federal income
tax purposes in respect of any item or items of the Prop-
erty (a "Recapture Event"). The report shall provide such
specificity as the Tax Lessor shall reasonably require to
complete its Federal income tax returns for any years to
which such Recapture Event relates. The Property Owner shall
keep such records and provide such assistance to the Tax
Lessor as the Tax Lessor may find necessary to file its
Federal income tax returns and to contest any related matter
before any level of the Internal Revenue Service or before
any court.

The Property Owner shall maintain, and shall furnish
to Tax Lessor upon regquest therefor, such information and
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records as shall be necessary to comply with all rules and
regulations or other official documents or official state-
ments adopted by the Internal Revenue Service or the U.S.
Treasury Department (including, without limitation, Revenue
Rulings, Treasury Regulations and Treasury Decisions) which
address the proper accounting treatment for Federal income
tax purposes for property of the type and character of the
Property, including, without limitation, any which require
the adoption of a specified method of accounting, and any
which address the recapture of Investment Credit or Cost Re-
covery Deductions with respect to any item of the Property.
In the absence of the Internal Revenue Service or the U.S.
Treasury Department adopting such rules and regulations, the
Property Owner shall maintain, and shall furnish to Tax
Lessor, such information and records as the Property Owner
customarily maintains on similar property owned or leased by
it.

The Property Owner has requested the Tax Lessor to make
the election provided by Section 168(d)(2)(a) of the Code
with respect to the Property (the "Election"). If the Tax
Lessor determines in 1its sole discretion that the making
of the Election by it shall have no adverse impact on the
business or operations (tax, accounting or otherwise) of
Property Owner or any affiliate thereof, the Tax Lessor
agrees to make the Election for its taxable year ending
December 31, 1981. If Tax Lessor makes the Election, all
references herein to Casualty Value shall be deemed to be
the amounts set forth in Column II of Annex D hereto.

6. Interest in the Property for Purposes Other Than
Federal Income Tax Purposes.

Neither this Agreement nor any of the transactions
provided for or treated as having occurred herein for
Federal income tax purposes shall impair, restrict, encumber
or otherwise affect the ownership and possessory interest of
tne Property Owner in each item of the Property for any
purpose other than Federal income tax purposes. Nothing in
this Agreement shall be construed as affording the Tax
Lessor any ownership or other interest in any item of the
Property for any purpose other than Federal income tax
purposes.

7. Indemnity Against Loss of Tax Benefits.

(a) This Agreement has been entered into on the as-
sumption that the Tax Lessor will be the owner of each item
of the Property for Federal income tax purposes, and (1)
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will be entitled to such deductions, credits and other
benefits as are provided by the Code to the owner of the
items, including (i) deductions under Section 168 of the
Code with respect to the purchase price of each item of the
Property as set forth in Annex A hereto, commencing in 1981
and using the percentages set forth in Section 168(b)(1l)(A)
of the Code for each item of the Property based on the
recovery class for the item set forth in Annex A hereto (the
"Cost Recovery Deductions"), (ii) an investment credit,
pursuant to Section 38 of the Code, equal to at least 10% of
the purchase price of each item of the Property set forth in
Annex A hereto {(the "Investment Credit"), (iii) deductions
for interest on the Installment Loan with respect to each
item of the Property in the amounts and at the times set
forth in Annex C hereto (the "Interest Deductions") and (2)
will be required to include in gross income rental payments
with respect to each item of the Property in the amounts and
at the times set forth in Annex C hereto.

(b) I1f, (1) by reason of any act of commission or
omission, misrepresentation, breach of any agreement, cove-
nant or warranty contained herein by the Property Owner, or
(2) by reason of any act of commission or omission, mis-
representation, breach of any agreement, covenant or war-
ranty by any person to whom the Property Owner has trans-
ferred ownership or possession of any item of the Property
or has sold or assigned the Deemed Lease with respect
thereto, or by any subsequent transferee thereof, (3)
notwithstanding the Tax Lessor having made the Election,
Cost Recovery Deductions are recaptured in whole or in part,
or (4) by reason of any amendment after the date of this
Agreement to the Code or the regulations under the Code, the
Tax Lessor shall lose the right to claim, shall not claim
(as the result of a good faith determination based upon the
advice of tax counsel selected by the Tax Lessor and reason-
ably acceotable to and compensated by the Property Owner
("Tax Counsel") that such claim is not properly allowable},
shall suffer a disallowance of, or shall be required to
recapture all or any portion of the Investment Credit or the
Cost Recovery Deductions or the Interest Deductions with
respect to any item of the Property, or shall be required to
treat as income any amount with respect to the transactions
provided for in this Agreement or otherwise with respect to
any item of the Property, other than the rental payments
treated as having been made by the Property Owner pursuant
to Sections 2(c) and 5 hereof (any such event being herein-
after called a "Loss"), then the Property Owner shall pay to
the Tax Lessor, as an indemnity, on 60 days' written notice
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to the Property Owner by the Tax Lessor of such Loss (but
not prior to the earlier of (i) the filing of a return or
the acceptance by the Tax Lessor (after consultation with
the Property Owner) of an audit report in which such loss is
reflected and (ii) payment by the Tax Lessor of the addi-
tional Federal, state or local income tax, as the case may
be, which becomes due as a result of the Loss) such amount
or amounts which, after deduction of all taxes required to
be paid by the Tax Lessor in respect of the receipt of such
amounts under the laws of any Federal, state or 1local
government or taxing authority of the United States, shall
be equal to the sum of the aggregate additional Federal,
state or local income taxes payable by the Tax Lessor from
time to time as a result of such Loss plus the amount of any
interest, penalties or additions to tax payable as a result
of such Loss; provided, however, that the Property Owner's
indemnity obligation hereunder shall be reduced by the
amount of any Casualty Value Payment made by the Property
Owner pursuant to Section 5 hereof if the Loss relates to an
Item of Property which was the subject of a Casualty Occur-
rence and the Casualty Value with respect thereto has been
paid pursuant to Section 5 hereof. If as a result of a
Loss, the aggregate Federal income taxes paid by the Tax
Lessor for any taxable year shall be less than the amount
of such taxes which would have been payable by the Tax
Lessor had no such Loss occurred, then the Tax Lessor shall
pay the Property Owner the amount of such difference in
taxes, plus any additional tax benefits realized by the Tax
Lessor as the result of such payment; provided, however,
that the Tax Lessor shall not be obligated to make any
payment pursuant to this sentence to the extent that the
amount of such payment would exceed (x) the amount of all
prior payments by the Property Owner to the Tax Lessor
pursuant to this Section 7(b) in respect of a Loss, less (y)
the amount of all prior payments by the Tax Lessor to the
Property Owner hereunder. The notice to the Property Owner
by the Tax Lessor pursuant to this Section 7(b) shall be
accompanied by a written statement describing in reasonable
detail such Loss and the computation of the amount so pay-
able. Any payment due to the Property Owner from the Tax
Lessor pursuant to this Section 7(b) shall be paid within 60
days after the Tax Lessor realizes any such savings in its
income taxes or additional tax benefits, as the case may
be.
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(c) If the Internal Revenue Service proposes an ad-
justment in the Federal income taxes of the Tax Lessor for
which the Property Owner would be required to indemnify the
Tax Lessor pursuant to this Section and the amount of the
indemnity which the Property Owner would be required to pay
exceeds $100,000, then, if requested by the Property Owner
in a timely written request, the Tax Lessor shall request an
opinion from Tax Counsel as to whether the basis in law and
in fact in favor of allowance of the item proposed to be
adjusted outweighs the basis in law and in fact to the
contrary. If the opinion is to that effect and if the
Property Owner promptly requests the Tax Lessor to do so,
the Tax Lessor shall contest the proposed adjustment;
provided, however, that the tax counsel to the Tax Lessor
shall determine in 1its sole discretion the nature of all
action to be taken to contest such proposed adjustment,
including (A) whether any such action shall initially be by
way of judicial or administrative proceedings, or both, (B)
whether any such proposed adjustment shall be contested by
resisting payment thereof or by paying the same and seeking
a refund thereof, and (C) if the Tax Lessor shall undertake
judicial action with respect to such proposed adjustment,
the court or other judicial body before which such action
shall be commenced. The Tax Lessor shall have full control
over any contest pursuant to this paragraph and shall not be
obligated to appeal an adverse determination by any court.
At any time, whether before or after commencing to take any
action pursuant to this Section, the Tax Lessor may decline
to take such action by notifying the Property owner in
writing that the Property Owner is relieved of its obliga-
tion to indemnify the Tax Lessor with respect to the adjust-
ment proposed by the Internal Revenue Service or such
portion thereof as may be specified in such notice.

(d) The Tax Lessor shall not be required to take any
action pursuant to Section 7(c) hereof unless and until
the Property Owner shall have agreed to indemnify the Tax
Lessor in a manner reasonably satisfactory to the Tax Lessor
for any liability or loss which the Tax Lessor may incur as
a result of contesting the proposed adjustment and shall
have agreed to pay the Tax Lessor on demand all costs and
expenses which the Tax Lessor may incur in connection with
contesting the proposed adjustment (including reasonable
fees and disbursements of counsel selected by the Tax
Lessor). If the Tax Lessor determines to contest any
adjustment by paying the additional tax and suing for a
refund, the Property Owner shall pay to the Tax Lessor an
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amount equal to the sum on an after-tax basis of any tax,
interest, penalties and additions to tax which are required
to be paid, at the time such amounts are paid by the Tax
Lessor. Upon receipt by the Tax Lessor of a refund of any
amounts paid by it in respect of which it shall have been
paid an amount by the Property Owner pursuant to the fore-
going sentence, the Tax Lessor shall pay to the Property
Owner the amount of such refund together with any interest
received by it on such amount.

(e} If any item of income, deduction or credit real-
ized by the Tax Lessor with respect to any item of the Prop-
erty shall not be treated as derived from, or allocable to,
sources within the United States for any taxable year (any
such event being hereinafter referred to as a "Foreign
Loss"), then the Property Owner shall pay to the Tax Lessor
as an indemnity, on 60 days' written notice to the Property
Owner by the Tax Lessor, such amount which, after deduction
of all taxes required to be paid by the Tax Lessor in
respect of the receipt of such amounts under the laws of any
Federal, state or local government or taxing authority of
the United States, shall equal the sum of (i) the excess of
(A} the foreign tax credit to which the Tax Lessor would
have been entitled for such year had no such Foreign Loss
occurred over (B) the foreign tax credit to which the Tax
Lessor was entitled after giving effect to such Foreign
Loss; and (ii) the amount of any interest, penalties or
additions to tax payable as a result of such Foreign Loss.

(f) The Property Owner shall not be required to indem-
nify the Tax Lessor for any Loss resulting from one or more
of the following causes: (a) the failure of the Tax Lessor
to claim (unless such failure is a result of a determination
based upon advice of tax counsel in accordance with Section
7(b) hereof) in a timely manner (including making all
appropriate elections (except to the extent that Tax Lessor
is not required to make an Election under the provisions of
Section 5) under the applicable income tax regulations) or
to follow the proper procedure in claiming the Investment
Credit, the Cost Recovery Deductions, or the Interest
Deductions or any foreign tax credit or to make a timely
election, if permitted by the Code, to treat any income,
gain, loss, deduction or credit with respect to the items of
Property as derived from, or allocable to, sources within
the United States, (b) the failure of the Tax Lessor to have
sufficient liability for income taxes against which to
credit the Investment Credit or sufficient income to benefit
from the Cost Recovery Deductions or the Interest Deduc-
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tions, (c) a voluntary transfer or other voluntary disposi-
tion by the Tax Lessor of an item of Property or any inter-
est therein or any interest in the rentals derived therefrom
or any interest in this Agreement, or a transfer or other
disposition of an item of Property or any interest therein
or any interest in the rentals derived therefrom or any
interest in this Agreement which results from bankruptcy or
other proceedings for the relief of debtors in which the
Lessor is the debtor, (d) the applicability of Section 465,
46(c)(8), 46(c)(9), 47(d) or 57(a) of the Code solely to the
Tax Lessor, (e) the wilful misconduct or gross negligence of
the Tax Lessor, (f) the failure of the Tax Lessor to file
any tax returns in a manner consistent with the assumptions
set forth in Subparagraph (a) of this Section 7, (unless
such failure is a result of a determination based upon
advice of Tax Counsel in accordance with Section 7(b) here-
of), (g) the failure of the Tax Lessor to currently deduct
or to amortize on a straight-line basis over the term of
this Agreement any fees, costs, expenses or taxes incurred
by the Tax Lessor in entering into the transactions con-
templated by this Agreement or (h) failure of the Tax Lessor
to be a "qualified lessor” within the meaning of Section
5c.168(f)(8)-3 of the Temporary Regulations.

8. Successors and Assigns.

This Agreement shall be binding on and inure to the
benefit of any successors or assigns of the respective
parties hereto.

9. General.

(a) General Indemnity. The Property Owner agrees to
indemnify the Tax Lessor against and hold it harmless from
any and all liabilities, obligations, losses, damages,
penalties, claims, actions, suits, costs, taxes, expenses
and disbursements, including legal fees and expenses, of
whatsoever kind and nature imposed on, incurred by or
asserted against the Tax Lessor in any way relating to or
arising out of this Agreement or any of the transactions
provided for herein, except for any tax which the Property
Owner is not obligated to pay or provide indemnity against
pursuant to Section 9(b) hereof.

(b) Taxes. The Property Owner agrees to pay as and
when due and payable, and to indemnify the Tax Lessor
against and hold it harmless from, any and all taxes, fees
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or other charges imposed by any Federal, state, local or
other government or taxing authority which would not have
been imposed if this Agreement had not been entered into and
the transactions contemplated herein had not been completed,
except for any net income tax or other tax (including any
value-added or excess profits tax imposed in lieu of any
such net income tax) on or measured by the Tax Lessor's net
income.

(c) Expenses. The Property Owner agrees to pay, Or
reimburse the Tax Lessor for, all its and the Tax Lessor's
out-of-pocket expenses incident to the preparation, execu-
tion and delivery of this Agreement and the consummation of
the transactions contemplated herein.

(d) Insurance. The Property Owner will, at its own
expense, cause to be carried and maintained public liability
insurance with respect to third party personnel and property
damage in such amounts (subject to customary deductibles)
and for such risks and with such insurance companies as 1is
consistent with prudent railroad practice but, in any event,
not less comprehensive in amounts and against risks custom-
arily insured against by the Property Owner in respect of
property owned or leased by it similar in nature to such
items of Property.

(e) Effect of this Section 9 on Construction of this
Agreement. The inclusion of this Section 9 in this Agree-
ment shall not be construed as in any way modifying the
provisions set forth in Section 6 hereof or in any way
implying the acquisition by the Tax Lessor of any ownership
or other interest in any item of the Property for any pur-
pose other than Federal income tax purposes.

10. Conditions to Second Closing Date.

The obligations of Tax Lessor to purchase for Federal
income tax purposes each item of Property listed in Part
2 of Annex A hereto and to enter into the transactions
hereby contemplated to occur on the second Closing Date are
subject to the fulfillment, on or before such Closing Date,
of the conditions set forth in the agreement dated October
6, 1381 between Tax Lessor and Property Owner and to Tax
Lessor receiving a legal opinion, officers' certificates,
appraisal and other documents in substantially the respec-
tive forms delivered at the first Closing Date (with appro-
priate bring-downs to the second Closing Date) together with
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such other documents and materials which Tax Lessor may
reasonably request in connection therewith.

11. Survival of Agreement,

The obligations and liabilities of the Property Owner
arising under this Agreement shall continue in full force

and effect, notwithstanding the expiration or other termina-

tion of this Agreement or any Deemed Lease until all such
obligations have been met and such 1liabilities have been
paid in full.

12. Repayment of Deemed Loans.

The Tax Lessor and the Property Owner acknowledge that
the purchase price for each item of the Property has been
agreed upon on the basis that the Property will constitute
"S-year recovery property" (as defined in Section 168(c) of
the Code) in the hands of the Tax Lessor. If 60 days prior
to the expiration of the period for filing amendments of the
Tax Lessor's Federal income tax return for any taxable year,
a change in the Code or the regulations thereunder shall
have the effect of permitting the Tax Lessor for such tax-
able year a faster recovery of the purchase price of all of
the Property than that permitted under the Code for "S-year
recovery property", or if the Tax Lessor actually claims
such faster recovery then the Tax Lessor agrees to pay to
the Property Owner, within 30 days following the publica-
tion in the Federal Register of such change in the Code or
the regulations thereunder or following the making of such
claim, an amount as prepayment of the Installment Loan equal
to the amount set forth in Annex E hereto for the then
appropriate ACRS property category for the Property or if
such table should not be applicable because such change is
effective for taxable vyears ending subsequent to December
31, 1981 or otherwise, such other appropriate amount as
reasonably determined by the Tax Lessor (consistent with
the economic factors implicit in Annex E hereto). Without
regard to the actual date of prepayment, the prepayment
made pursuant to this Section 12 shall be deemed to have
been made on and as of the applicable Closing Date and the
Schedule of Installment Loan Payments shall be recalculated
so that, after giving effect to such prepayment, "principal”
and "interest™ shall be deemed to have been paid, and to be
due and payable thereafter, in the same number of equal
consecutive annual installment payments as originally
contemplated hereunder, calculated, in respect of such
adjusted Deemed Loans, under a level payment mortgage
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assumption. Rental payments shall be appropriately ad-
justed in an identical manner. In order to give effect
to the prepayment pursuant to this Section 12, from and
after the date of such prepayment, but effective on and
as of the date hereof, the Tax Lessor shall recompute the
Schedule of Deemed Loan Payments, a Schedule of Rent Pay-
ments and Termination Values in a manner consistent with
its original pricing assumptions for "S-year recovery
property" and such recomputed amounts shall be applicable
throughout the Lease Term.

13. Termination, Amendment, Governing Law.

This Agreement may not be terminated or amended without
the written consent of the parties hereto, and shall be
governed by and construed under the laws of the State of New
York. oo

IN WITNESS WHEREOF, the parties have duly executed this
Agreement as of the date first above written.

CHICAGO AND NORTH WESTERN
TRANSPORTATION COMPANY,
Property Owner

By T ZE

Name: T. A, TifgWéff

Title: Vice President-Finance

GENERAL ELECTRIC COMPANY,
Tax Lessor

By (AMMM 10 el b=

Name: William R. Hammock
Title: Attorney-in-Fact




.

DISTRICT OF COLUMBIA ss:

I, the undersigned Notary Public in and for the district
aforesaid, do hereby certify that T. A. Tingleff and William
R. Hammock whose names are signed to the foregoing document,
bearing the date of November 9, 1981, are proved by the oath
of creditable witnesses to be Vice President-Finance of Chicago
and North Western Transportation Company and Attorney-in-Fact
for the General Electric Company respectively.

WW

Notary Public

My Commission Expires: /Q"' /0~ Z/
My Commission Expires April 14, 1983



RRB - 14 Years

The Property
(S)
Present
Class Life '
(2) (4) (or where
Property Owner's Lease " applicable,

(1) 2Adjusted Basis/ Termination Useful
Item Purchase Price Date Life)
PART 1
New Rail 14,022,943.00 .'11/9/95 16 years
Replace~ .. ’

ment 2,804,588.60

Property
Property

described

in Exhibit

A-1l
PART 2
New Rail 623,030.00

Replace- 124,606.00 16 years

ment
Property

described 12/31/95

in Exhibit

A-2

ANNEX A

(6)

150 Percent

of Present

CQlass Life (7)

(or where §168(c) (2)

applicable, Class of

90 Percent Recovery

of Useful Life) Property

14.4 years 5 = year
Property

14.4 years 5 - year
Property



RR8 - 14 YEARS

NEW RAIL REPLACEMENT

16-YEAR LIFE

EXHIBIT A-l

November 9, 198l Closing under Agreement dated November 9, 1981

with General Electric Company*

AUTHORITY FOR

FIXED

EXPENDITURE #

83044

83045

87229

87727

87225

87220

87671

83115

PROPERTY OWNER'S
ADJUSTED BASIS/
DESCRIPTION PURCHASE PRICE

Install .9 miles of 136# new rail replacing
136# rail between MP 97.65 and 98.0
Dixon, IL

Install 18.74 miles of 136# new rail replacing
112# and 115# rail between MP 115.4 and 135.4;
Agnew - E. Clinton, IL

Install 26.84 miles of 136# new rail replacing
115# rail 'between MP 8.3 and 35.14;
California JXt., Iowa - Blair, Neb.

Install 6.0 miles of 136# new rail replacing
112# rail between MP 334.0 and 340.0;
Missouri valley - Council Bluffs, Iowa

Install 21.2 miles of 136# new rail replacing
112# rail between MP 88.8 and 110.0;
Beverley - Chelsea, Iowa

Install 21.68 miles of 136# new rail replacing
112# and 115# rail between MP 35.5 and 57.2;
Geneva - Rochelle, IL

Install 7.0 miles of 136# new rail replacing
115# rail between MP 340.0 and 347.0;
Missouri valley - Council Bluffs, Iowa

Install .88 miles of 136# new rail replacing
136# rail between MP 97.25 and MP 99.25;
Dixon, IL

Sub-Total 16 Year Life

59,987

2,484,720

3,944,188

825,727

2,658,895

2,977,319

914,530

157,577
$14,022,943

*  ror purposes of the Agreement, one item (as defined therein) equals one
foot of rail.



RRB - 14 YEARS EXHIBIT A-2

NEW RAIL REPLACEMENT

16-YEAR LIFE

December 31, 198l Closing uncer Agreement dated November 9, 1981
with General Electric Company*

AUTHORITY FOR PROPERTY OWNER'S
FIXED ADJUSTED BASIS/
EXPENDITURE # DESCRIPTION PURCHASE PRICE
86728 Install 4.4 miles of 136# new rail replacing
1264t rail cetween MP 329.6 and 334.0;
Missouri valley - Council Bluffs, Iowa $623,020**

Sub-Total 16 vear Life $623,020

*  fFor purposes of the Agreement, one item (as defined therein) equals onre
foot of rail.

** Estimated cost. Actual cost to be determined prior to closing.



ANNEX B

STATEMENT REQUIRED UNDER SECTION S5c.168(f)(8)=-2(a)(3)(ii)
OF THE TEMPORARY REGULATIONS UNDER SECTION 168(f)(8) OF
THE INTERNAL REVENUE CODE

1. This statement is filed with respect to an Agree-
ment dated November 9, 1981 (the "Agreement") between
General Electric Company (the "Tax Lessor") and Chicago and
North Western Transportation Company (the "Property Owner").

2. The address of the Tax Lessor is 570 Lexington
Avenue, New York, New York, and its taxpayer identifying

number 1is . The address of the Property Owner is
One North Western Center, Chicago, Illinois 60606, and its
taxpayer identifying number is .

3. The income tax returns of the Tax Lessor are filed
with the District Director for New York and the income tax
returns of the Property Owner are filed witn the District
Director for Chicago.

4. The properties with respect to which the Tax Lessor
and Property Owner have elected pursuant to the Agreement to
have the provisions of Section 168(f)(8) apply are listed on

Schedule I hereto. The properties were placed in service
(determined as defined in Section 5¢.168(f)(8)-6(b)(2)(i) of
the Temporary Regulations under Section 168(£)(8)) on the

dates, were leased by the Tax Lessor to the Property Owner
beginning on ([insert Closing Date as applicable] for the
term, and constitute the recovery property class listed on
Schedule I hereto.

5. The unadjusted basis of the Tax Lessor in the
properties is listed in Schedule I nersto.

GENERAL ELECTRIC COMPANY,
Tax Lessor

By

Name:
Title:

CHICAGO AND NORTH WESTERN
TRANSPORTATION COMPANY

By

Name:
Title:



Item

All items
covered by
Part 1

of Annex A

Payment

RRB - 14 YEARS

LOANS AND- RENTAL PAYMENTS

(EXPRESSED AS A PERCENTAGE OF ITEM COST)

Date Amaunt of Amount of

5-9-82
11-9-82
5-9-83
11-9-83
5-9-84
11-9-84
5-9-85
11-9-85
5-9-86
11-9-86
5-9-87
11-9-87
5-9-88
11-9-88
5-9-89
11-9-89
5-9-90
11-9-90
5-9~-91
11-9-91
5=-9~92
11-9~-92
5-9-93
11-9-93
5-9-94
11-9-94
5-9-95
11-9~-95

Principal Interest
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18578
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e tyd 87379
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Annex C

Installment
Loan

Payment

22391
<391
)
2391
w3
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Payment
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Annex C
RRB - 14 YEARS
LOANS AND RENTAL PAYMENTS
(EXPRESSED AS A PERCENTAGE OF ITEM COST)

) Installment Amount of

Payment Amaunt' of Amount of " Leoan "Rental

Item " Date Prineipal _Interest 'Payment Payment
§-30-2 & s4668 12391 12391
12-31-82 982 T crac 72391 L1239
6-30-83 9787 42483 2391 5 72391
All items 12-31-83 _ le37e 928 V< ' 72391
covered by 6-30-84 - LaLs - 859735 L 22291 - 2291
Parts II 12-31-84 . h2329 t5641 12391 72391
of Annex A 6-30-85 JRKEIEEE 39675 2391 22391
12-31-85 14385 - 52616 72391 72291
6-30-86 1553t 54859 72391 72291
12-31-86 Ty 55617 72391 72391
6-30-87 8115 - 54275 72391 72291
12-31-87 19545. 57825 29 72391
6-30-88 13 51268 12391, 22391
12-31-88 22928° 49576 22391 2391
6-30-89 356, 47744 2391 291
12-31-89 3613 45773 72391 72391
6-30-90 ¥UT 43443 2391 72391
12-31-90 HP47. 31343 22391 | 72391
6-30-91 33531 39949 72391 72391
12-31-91 P213 177 2391 £§91
6-30-92 9118 33296 72391 72391
12-31-92 42239 29151 72391 722351
6-30-93 15518 24772] 2391 72791
12-31-93 29258 23122 291 Z7ag
6-30-94 53269 19181 2391 77291
12-31-94 5746 14924 72391 72991
6-30-95 el 163 72391 27391
12-31-95 Vil 5342 17391 27291



Item

All items
covered by
Part 1

of Annex A

ANNEX D
RRB - 14 YEARS
CASUALTY VALUES - EXPRESSED AS A
PERCENTAGE OF GE = CASH PAYMENT TO CNW
_ Column I Column II
Payment Date Casualty Value Casualty Value
5-9-82 114,79 96.15
11-9-82 103.81 76.90
5-9-83 110.17 76.90
© 11-9-83 97.63 ‘ 57.70
5-9-84 102.59 57.70
11-9-84 88.51 38.45
5-9-85 91.97 38.45
11-9-85 76.42 19.25
5-9-86 79.42 19.25
11-9-86 56.40 -0-
5-9-87 52.68 -0-
11-9-87 47.85 -0-
5-9-88 43.20 -0-
11-9-88 38,65 -0-
5-9-89 34,33 ~0-
11-9-89 30.11 -0-
5-9-90 26.16 -0-
11-9-90 22.33 -0-
5=9-91 18,82 -0-
11-9-91 15.45 -0-
5-9-92 12,45 -0-
11-9-92 9.63 : -0-
5-9-93 7.23 -0-
11-9-93 5.03 -0-
5-9-94 3.34 -0-
11-9-94 1.88 -0-
5-9-95 .97 -0-
11-9-95 -0- -0-



ANNEX D

RRB - 14 YEARS

CASUALTY VALUES -~ EXPRESSED AS A
PERCENTAGE OF GE CASH PAYMENT TO CYNW

Column T Column IL
Item Payment Date : Casualcy Value Casualty Value

6-30-82 114,79 96.15
12~31-82 103.81 76.90
6-30-83 110.17 76.90
All items 12-31-83 ‘ 97.63 57.70
covered by 6-30-84 ’ 102.59 57.70
Part 2 12-31-84 88.51 38.45
of Aanex A 6~30-85 91.97 38.45
12-30-85 76.42 19.25

6-30-86 79..42 19.25

12-30-86 56.40 -0-

6-30-87 52.68 ‘ -0-

12-30-87 47.85 -0-

6~30-88 43,20 -0-

12-31-88 38.65 -0-

6-30-89 ‘ 34.33 -0-

12-31-89 30.11 -0-

6-30-90 26.16 -0-

12-31-90 22.33 -0-

6-30-91 18.82 -0-

12-31-91 15.45 -0-

6-30~92 12.45 -0-

12-31-92 9.63 - -0-

6-30-93 7.23 -0-

12-31-93 5.03 -0-

6-30-94 ©3.34 -0-

12-31-94 1.88 -0-

6-30-95 .97 -0~

12-31-95 -0- -0-
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l-year
2-year
3-year
4-year

5-year

Recovery
Recovery
Recovery
Recovery

Recovery

ANNEX E

RECOMPUTED PURCHASE PRICES

Property
Property
Property
Property

Property

14 Years

20%

*The above percentages will be determined by the assumptions

implicit in the 5-year percentage.



. ANNEX F

LIST OF MORTGAGES

Chicago and North Western Railway Company First Mortgage
Bonds, Series B, 3%, due January 1, 1989.

The Minneapolis & St. Louis Railway Company First Mort-
gage Bonds, 6%, due November 1, 1985.

Chicago Great Western Railway Company First Mortgage
4% Bonds, Series A, due January 1, 1983.

Chicago Great Western Railway Company General Income
Mortgage 4-1/2% Bonds, due January 1, 2038.

FRA Mortgage, Indenture of Mortgage and Security Agree-
ment between Chicago and North Western Transportation
Company and the United States of America, represented by
the Secretary of Transportation, acting through the
Administrator of the Federal Railroad Administration
dated as of March 8, 1978.

Omaha First Mortgage, First Mortgage Indenture, origi-
nally executed by Chicago, Saint Paul, Minneapolis and
Omaha Railway Company to Central Union Trust Company of
New York (now Manufacturers Hanover Trust Company),
Trustee, dated May 1, 1929.

Chemco Mortgage, Indenture of Mortgage and Security
Agreement between Chicago and North Western Transporta-
tion Company and Chicago and WNorth Western Railway
Company (now Northwest Chemco, Inc.), dated as of June
1, 19872.

Fort Dodge, Des Moines & Southern Railway Company Mort-
gage Bonds - Chicago and North Western Transportation
Company, through its subsidiary Des Moines & Central
Iowa, owns 99.06% of the outstanding common stock of
Fort Dodge, Des Moines and Southern.

Conditional Sale Agreement dated as of September 21,
1981 between North Western Leasing Company and Chicago
and North Western Transportation Company.



