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Dear Secretary:

I have enclosed an original and one counterpart of the
documents described below to be recorded pursuant to Section
11303 of Title 49 of the U.S. Code.

The documents (the "Documents") are:

(a) Lease Agreement, dated as of December 30, 1987, a
Primary document; and

(b) Lease Supplement No. 1, dated as of December 31, 1987,
a Secondary document.

The Primary document to which this filing is related is the
Lease Agreement referred to above, for which no recordation
number has yet been issued.

The names and addresses of the parties to the Documents are
as follows:

Lessee:

Massachusetts Bay Transportation Authority
Ten Park Plaza

Boston, MA 02116

Attention: Treasurer-Controller

Lessor:

Security Pacific Equipment Leasing, Inc.
Four Embarcadero Center
Suite 1200

San Francisco, CA 94111

Attention: Manager, Operations Department—LEv

4



Ms. Noreta R. McGee, Secretary
December 31, 1987
Page 2

A description of the equipment covered by the Documents
follows:

34 commuter rail coaches manufactured by
Messerschmitt-Bolkow-Blohm GmbH (the
"Manufacturer") pursuant to the Purchase
Agreement, dated August 7, 1985, as amended,
between the Manufacturer and Massachusetts
Bay Transportation Authority ("MBTA") and
identified by MBTA vehicle identification
numbers 500 through 516, inclusive, and 1500
through 1516, inclusive.

A fee of $20.00 is enclosed. Please return the original
and any extra copies not needed by the Commission for recorda-
tion to Goodwin, Procter & Hoar, Exchange Place, Boston, MA
02109, Attention: F. Beirne Lovely, Jr., Esq.

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

(a) Primary Document. Lease Agreement between Security
Pacific Equipment Leasing, Inc., Four Embarcadero
Center, Suite 1200, San Francisco, CA 94111, as
lessor, and Massachusetts Bay Transportation Author-
ity, Ten Park Plaza, Boston, MA 02216, as lessee,
dated as of December 30, 1987, covering up to 34
commuter rail coaches manufactured by Messerschmitt-
Bolkow-Blohm GmbH; and

(b) Secondary Document. Lease Supplement No. 1, between
Security Pacific Equipment Leasing, Inc., Four
Embacadero Center, Suite 1200, San Francisco, CA
94111, as lessor, and Massachusetts Bay Transportation
Authority, Ten Park Plaza, Boston, MA 02116, as
lessee, dated as of December 31, 1987, covering 34
such commuter rail coaches constituting the equipment
covered by the Primary Document described above.

This filing is being made for precautionary purposes only
and to make the transaction a matter of public record. This
filing should not be construed as evidence of the intent of any
of the parties to enter into any transaction other than that of
a true lease.
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A short summary of the transaction of which the Documents
are a part follows:

The Documents have been entered into in con-
nection with the leveraged lease financing of
certain commuter rail coaches as contemplated
by the Participation Agreement, dated as of
December 30, 1987, among Massachusetts Bay
Transportation Authority (the "Lessee"),
Security Pacific Equipment Leasing, Inc., as
owner (the "Lessor"), New England Merchants
Funding Corporation, as original noteholder
(the "Original Noteholder") and Wilmington
Trust Company, as Indenture Trustee (the
“Indenture Trustee"). Under such
transaction, the Lessor will lease up to 34
such commuter rail coaches to the Lessee
pursuant to the Lease, and the Lessor will
borrow certain moneys from the Original
Noteholder. Such borrowings will be evi-.
denced by Notes issued and secured pursuant
to the Trust Indenture and Security Agree-
ment, dated as of December 30, 1987, between
the Lessor and the Indenture Trustee. The
initial holders of the Notes is the Original
Noteholder.

The names and addresses of the other parties to such
transaction are:

Original Noteholder:

New England Merchants Funding Corporation
28 State Street

Boston, MA 02109

Atten: Halsey B. Collins, Esq.

Indenture Trustee:

Wilmington Trust Company

Rodney Square North

Wilmington, DE 19890

Attention: Corporate Trust Administration

Please acknowledge receipt of this letter of transmittal
and its enclosures by appropriately stamping the enclosed copy
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of this letter and by returning it to Mr. Lovely in the
addressed envelope enclosed for your convenience.
Very truly yours,

Massachusetts Bay
Transportatlon Authority

P

Namé Gregory C. Flynn
Title: Deputy|General
Coungpl

Enclosures: Lease (with Exhibits and Schedule) - Original and
Notarized Copy
Lease Supplement (with Annex 1) - Original
and Notarized Copy
Transmittal Letter (Copy)
Check ($20.00)
Return Envelope (Postage Prepaid)

vVs-1202/4
12/30/87
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All right, title and irnterest in and to this Lease
Agreement and the Equivment covered hereby on the rart of
Security Pacific Equiovment Leasing, Inc., as Lessor, have been
assigned to and are subject tc a security interest in favor of
Wilmington Trust Company, as Indenture Trustee, under the Trust
Tndenture and Secur:ity Aqreement, dated as of December 30, 1987
(as such Trust ndenture and Security Agreement may be amended
or supviemented as permitted thereby), for the benefit of the
Noteholders referred to in such Trust indenture and Security
Agreement. This Lease Agreement has been executed in several
counterparts. Only the original counterpart contains the
receipt therefor executed by Wilmington Trust Company, as
Indenture Trustee, Mortgagee, on the signature page therecf.
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LEASE AGREEMENT ‘ .
(ITERSTATE COMMERCE COM Wisei

Dated as of December 30, 1987
Between

SECURITY PACIFIC EQUIPMENT LEASING, INC.,
Lessor,

and

MASSACHUSETTS BAY TRANSPORTATION AUTHORITY,
Lessee.

Leveraged Lease Financing of

34 Messerschmitt-Bolkow-Blohm Commuter Rail Coaches
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LEASE AGREZIMENT

This Lease Agreement is dated as of December 30, 1987, and
is between Security Pacific Zquipment Leasing, Inc., a Delaware
corporation (the "Lessor"), and Massachusetts Bay Transportation
Authority, a bedy politic and corporate and a political subdi-
vision of The Commonwealth of Massachusetts (the "Lessee").

The Lesscor and the Lessee agree as follows:

ARTICLE 1
DEFINITIONS

1.1. Certain Terms. The capitalized terms used hereirn
which are defined in, or by reference in, Schedule X annexed
hereto and by this reference incorporated herein, as such
capitalized terms may be amended from time to time in
accordance with Section 21.1, shall have the meanings specified
therein whether or not such terms are defined hersin,

1.2. Rules of Construction. Words of the masculine and
feminine genders shall be deemed and construed to include the
neuter gender. Unless the context otherwise indicates, the
singular number shail include the plural number and vice versa,
and words importing persons shall include corporacions and
associations, including pubiic bodies, as well as natural
persons. Whenever reference is made in this Lease to ary
agreement, instrument or document, the same shall (unless the
context otherwise requires) mean and refer to such agreement,
instrument or document as amended and in effect at the relevant
time of reference thereto.

ARTICLE 2

ACCEPTANCE UNDER PURCHASE AGREEMENT AND LEASE;
PURCHASE OPTION; RENEWAL OPTION; APPRAISALS

2.1. Acceptance Under Purchase Agreement and Lease.

(a) The Lessor, subject to there having been made
available to the Indenture Trustee funds sufficient for full
payment of Lessor's Purchase Price for such items of Equipment
in accordance with the terms of Section 2 of the Participation
Agreement and satisfaction or waiver of the conditions set
forth in Section 5 of the Participation Agreement, hereby
agrees to accept delivery from the Lessee pursuant to the
Warranty Bill cf Sale and pay the Lessee for each item of
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Equipment delivered by the Lessee to the Lesscr on the Delivery
Date pursuant to the Participation Agreement and simultaneously
to lease the same o the Lessee hereunder. The Lessee, subiect
to the satisfaction or waiver of the conditions set forth in
Section 6 of the Participation Agreement applicable to the
Lessee, hereby agrees, expressly for the direct berefit of the
Lessor and the Original Noteholder, simultaneous.y to lease on
the Delivery Date from the Lesscr hereunder, such items of
Equipment, which shall have been accepted by the Lessee
hereunder as evidenced by the execution by the Lessor and the
Lessee of a Lease Supplemen:t leasing such items of Equipment
hereunder, provided that the Lessor and the Lessee shall have
no further obligation hereunder with respect to any items of
Equipment if the Delivery Date shall not have occurred on or
before December 31, 1987.

(b) The Lessee hereby acrees (i) to accert and pay fcr the
Equipment pursuant to the Purchase Agreement on or before the
Delivery Date and (ii) to sell and transfer the Equipmen: <o
the Lessor on the Deiivery Date. Such sale and transfer to the
Lessor shall be made by the execution and delivery of a
warranty bill of sale in the form of Zxhibit L to the
Participation Agreement.

2.2. Return.

(a) Unless the Lessee exercises its purchase ind/or a
renewal option pursuant to Sections 2.3 and 2.5, at the
expiration of the Basic Term or, if appliicable, a Renewal Term
or upon the earlier termination of this Lease pursuant %o
Article 12 or 13 hereof, the Lessee shall, at its cwn risk and
experse, return all but not less than all items cf Equipment
then subiect to this Lease to the Lessor at storage faciiities
of the Lessee designated by the Lessee, but reasonably
satisfactory to the Lessor.

(b) Upon any return of any item of Equipment to the
Lesscr, the Lessee shall de:iver to the Lessor all logs,
manuvals, certificates, data and inspection, modification and
overhaul records which have been maintained with respect to
such item of Equipment. ‘

(c) The Equipment at the time when it is returned to the
Lessor at the end of the Basic Term or any Renewal Term, or
pursuant to Section 13, shall be in good operating concéition
(commercially usable by other commuter rail operators) and
appearance, ordinary wear and tear excepted, shall be in the
configuration and condition regquired by Sections 5 and 6, shall
meet the standards then in effect under the Interchange Rules
of the Asscciation of American Railroads (if applicable) and/or
the applicable rules of any governmental agency or other
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organization havirg jurisdiction, and shall be free and clear
of all Liens and all rights, claims and interests of others,
excepting Lessor Liens and the Lien of the Indenture.

{d) Upon the expiration or termination of the iease of any
item of Equipment hereurnder, the Lessee will provide storage of
such Equipment beyond the term cf the Lease, for a period noct
exceedinc 90 days, at the Lessor's risk and (except wizh
respect to storage charges) expense; provided, howewver, <hat
upon an Event of Default hereunder the Lessee will provide
storage of such Equipment solely at the Lessee’'s risk and
expense but only for a period not exceeding ninety (90) days
after receipt by the Lessor of a notice from the Lessee to
remove the Equipment. Ninety (90) days following receirt by
the Lessor of a notice to remove the Eguipment all risx and
expense associated with the stcrage of the Zquioment shall ke
borne solely by the lessor.

(e) Subject to and without diminution cf the Lessee's
obligations under Section 2.2(d) or any other provision of this
Lease, upon the expiration or termination of the lLease cf any
item of Equipment hereurnder but prior to the later of the
return of such item cf Eguipment or the expiraticn 9of any
period during which such itcem of Equipment is stcred pursuant
to Section 2.2(d), the Lessee shall, upon the Lessor's written
request, perform such work on such item of Egquipment as the
Lessor may reasonably reguest, to the extent reasonably possi-
ble withcut disruption to the Lessee's normal operations or its
preexisting commitments (if any); provided, hcwever, that th
foregoing shall not be construed to extend the Lessee s storacge
obligation beyond the 90 days referred to in Section 2.2(d).
The Lesscr shall reimburse the Lessee for such worx at rea-
sonable rates.

2.3. Purchase Option. Not fewer than 270 days prior to
the end of the Basic Term or of either Renewa: Term, as the
case may be, the Lessee may deliver to the Lessor a written
notice of the Lessee's tentative interest to purchase all (but
not less than all) items of Equipment then subject to this
Lease at a price equal to, (A) in the case of a purchase at the
end of the Basic Term, <the lesser of (i) 60% of the Lesscr's
Purchase Price of such items of Equipment and (ii) the fair
market sales value therecf determined as provided telow or (B)-
in the case of a purchase at the end of either Renewal. Term,
the fair market sales value therecf determined as provided
below. The fair market sales value of the Equipment shall ke
determined in accordance with the procedures set forth in
Sections 2.4 and 2.6. On or prior to the earlier of the day
which 1s (i) 180 days before the end of the Basic Term or of
either Renewal Term, as the case may be, and whether or nct the
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fair market sales value of the Equipment has been determined as
provided in Section 2.6, or (ii) 45 days after determination of
the fair marxet sales value of the Equipment as precvided in
Section 2.6, the Lessee may deliver to the Lessor a further
written notice finaily electing to purzchase the Equipment Iin
accorcdance with its previous tentative election, and such elec-
tion shall be irrevocable. At the end of the Basic Term or the
applicable Renewal Term, as the case may be, if the Lessee has
elected to purchase the Equipment as aforesaid and no Default
or Event of Default hereunder has occurred ané is continuing,
the Lessor shall Transfer the Equipment to the Lessee against
payment by the Lessee of the purchase price in same day funds
and the Lessor shall execute andé deliver such documents evi-
dencing such sale2 and Transfer as the Lessee shall reascnably
regques=, but, in any event, by Bill of Sale providing <hat the
Equipment is transferred and ccnveyed 'AS IS, WHERE IS”. THE
LESSOR HAS NOT MADE AND SEALL NOT MAKE ANY REPRESINTATION, WAR-
RANTY JR COVENANT, EXPRESS QR IMPLIZD, WITH RESFICT TO THE MER-
CHANTABILITY, CONDITION, QUALITY, DURABILITY, DJESIGN, OPERA-
TION, FITNESS FOR A PARTICULAR PURPOSE OR USE, OR SUITABILITY
OF THE PURCHASE EQUIPMENT, AND SHALL TRANSFER ALL OF ITS XIGHT,
TITLE AND INTEREST IN SUCH ITEMS OF ZQUIPMENT TQ THE LESSEE 'AS
IS, WHERE IS", WITHOUT WARRANTY, EXPRESS QR IMPLIED, excert
that the Lessor will warrant to the Lessee that the Zquipment
is free and clear of Lessor Liens.

2.4, Fair Market Sales Value. For purposes c¢f this Arti-
cle 2 and Sections 10.1(b) and 13(d), the "fair market sales
value" of the Equipment, or any item, as of ary date sha:l be
the cash price that would be obtained in an arm's-length tran-
saction between an informed and willing buyer (including a
lessee currently in possession but not including a used egquip-
ment dealer or buyer of scrap) under no cecmpulsion to buy, and
an informed and willing seller under no compulsicn to sell.
Fair market sales value shall not inciude the cost of remcval
or delivery of the Equipment. In determining fair market sales
value, it shall be assumed that the Lessee has complied with
all of the terms, provisions and conditions of this Lease and
that the Equipment is in the condition and configuration
required upon return to the Lessor.

2.5. Renewal Options; Fair Marke= Rental Value.

(a) At the end of the Basic Term the Lessee may renew the
Lease of all (but not less than all) of the Eguipment then sub-
ject to the Lease for a renewal term {(the "first Renewal Term")
of three years. At the end of the first Renewal Term the
Lessee may renew the Lease of all (but not less than ail) of
the EZquipment then subject to the Lease for a renewal term (the
"secord Renewal Term") of seven years. The rent for the first
Renewal Term shall be equal to the lesser of (i) 50% of the
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average Basic Rent over the Basic Term and (ii) the fair market
rental value of the Equipment. The rent for the second Renewal
Term shall be equal to the fair market rental value of the
Equipment. The first Renewal Term shall commence upon the
expiration of the Basic Term, and the second Renewal Term shall
commence on the day after the expiration of the first Renewal
Term. Not fewer than 270 days prior to the end of the Basic
Term or the first Renewal Term, as the case may be, the Lessee
may deliver to the Lessor a written notice of the Lessee's
tentative interest to renew the Lease. The fair market rental
value of the Renewal Equipment shall be determined in
accordance with the procedures set forth in Section 2.6. On or
prior to the earlier of the day which is (a) 180 days before
the end of the Basic Term or the first Renewal Term, as the
case may be, and whether or not the fair market rental value of
the Renewal Equipment has been determined as provided in
Section 2.6 or (b) 45 days after determination of the fair
marketr rental value of the Equipment as provided in Section
2.6, the Lessee may deliver to the Lessor a further written
notice finally electing to lease the Equipment in accordance
with its previous tentative election, and such election shall
be irrevocable. At the end of the Basic Term or the first
Renewal Term, as the case may be, if (i) the Lessee has finally
elected to lease the Equipment as aforesaid, (ii) no Default or
Event of Default hereunder shall have occurred and be
continuing (unless the Lessor, in its sole discretion, shall
have waived this condition), (iii) a new contract for financial
assistance with respect to Renewal Rent substantially in the
form of the Contract for Financial Assistance shall, in the
opinion of counsel for the Lessee, have been duly authorized,
executed and delivered by the Commonwealth and the Lessee and
shall be in full force and effect, and an executed counterpart
thereof shall have been delivered to the Lessor, (iv) an
assignment by the Lessee of such new contract for financial
assistance and of the Lessee's rights to receive the payment of
money under the Contract Assistance Provisions substantially in
the form of the Lessee's Assignment shall have been duly autho-
rized, executed and delivered by the Lessee and shall be in
full force and effect, and an executed counterpart thereof
shall have been delivered to the Lessor, and (v) counsel for
the Lessee reasonably satisfactory to the Lessor shall have
delivered to the Lessor an opinion to the effect that after
giving effect to the renewal and after taking into account the
effect of the protections afforded to the Participants by the
Contract Clause of the United States Constitution, the credit
support of the Commonwealth in respect of the Lessee as pro-
vided by the Contract for Financial Assistance and the Contract
Assistance Provisions remains substantially in full force and
effect, then the Lease shall be renewed for a Renewal Term with
respect to the Equipment. The Lessee shall pay Renewal Rent
with respect to the first Renewal Term in six consecutive
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semiannuail installments in arrears on each Rent Payment Date
during the first Renewal Term, commencing July 30, 2013 in the
case of the first Renewal Term, and shall pay Renewal Rent with
respect to the second Renewal Term in fourteen ccnsecuzive
semi-annual installments in arrears on each Rent Payment Date
during the second Rerewal Term, commencing July 30, 2016 in the
case of the second Renewal Term.

(b) The appraiser(s) shall pursuant to Section 2.6
determine the fair market rental value of the Renewal Equipment
on the basis of arm's-length negotiations between an informed
and w1111ng lesscr and an informed and willing lessee under no
compulsion to lease equipment comparable <o that being
apora'sea and nct subject to the Lease and upon. che aQSqu:l o
that such comparable equipment is in the conditicn and
configuration in which the Renewal Ecuipment is *nqulreﬂ -2 be
upon return <o the Lessor under this Lease and is loccated at
the then present locaticn of the Renewal Ecquipment resady for
delivery. In determining <he Zfair market rental value of the
Renewal Equipment, the arpraiser(s) shall also zake in%to
account the fair market sales value of the Renewal Zquiprent,
the number of years cf its remaining useful l.ife, the ime
value of mcrey and such cther factors (not including rental
rates under this Lease) as the appraiser(s) may deem
aporcpriate.

2.6. Appraisal Procedure. The fair market sales value cf
the items of Purchase Equipmen: in question or the fair marke:
rental value of the Renewal Equipment in question, as the case
may be, shall be mutually agreed upon by the parties =zo this
Lease. Upon the determination by either party to this Lease
that it and the other party to this _Lease are unable to agree
upon such fair market sales or rental value, such party (which
party shall be the _essee in the event the Lessor and the
Lessee have been unable to agree on such fair marketr sales or
rental value by the day which is 180 cays befcre the end of the
Basic Term cr Renewali Term, as the case may be) shall deliver
to the cther party a written notice appointing a recognized
independent appraiser to determine such fair market sales or
rental value. Within 30 days after receipt of such written
notice from one party to this Lease, the other party here=o
shall deliver to such party a written notice agpointing a
recognized independent appraiser selected by sucn other party
to determine such fair market sales or rental vaiue. The two
appraisers so appointed shall meet promptly to determine such
fair market sales or rental value of the Equipment (cr in the
event a party fails to appoint an appraiser within 30 days,
such determinations shall be made promptly, and in any case
within the next 20 days, by the aprraiser appoinfe‘ by such
other party). If two appraisers are selected by the Lessor and
the Lessee, and, within 30 days after the appointment of the
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second appraiser, the two aprraisers shall be unable to agree
upon such fair market sales or rental value, a third recognized
independent appraiser sha.l be chosen within five days
thereafter by the mutual consent of such first two appraisers
or if such first two appraisers f£ail to agree upon the
appcintment of a third appraiser within such five-day period,
such apoointment shall be made by the American Arbitration
Asscciation. The decision of the third appraiser so appointed
and chosen shall be given witrin a period of 30 cdays after the
selection of such third appraiser. Any decision in which the
first two appraisers so appointed and acting hereunder concur
(or, in the event that a seccrnd appraiser is not appcinted as
provided in this Section 2.6, the decision of the first
appraiser appointed pursuant to this Section 2.6) shall in all
cases be binding and conclusive upon the Lesscr and the Lessee
and, in the event that a third appraiser is appointed as
aforesaid, the appraisal cf such third appraiser shall in ail
cases be binding ané conclusive on the Lesscr and the _essee.
In any appraisal pursuan+t to Secticns 2.3, 2.5 and 19.2(b), <he
Lessor and the Lessee each sha:l pay the fees and expenses of
the appraiser appcinted ry it and shall share equally the fees
and expenses 0of the third appraiser, if any; provided, -rcwever,
that If Lessee elects to purchase the Eguipment or to renew th
Lease for a Renewal Term and has sent written notice to that
effect to the Lessor pursuant to Section 2.3 or Secticn 2.3,
the fees and expenses of the appraiser appointed by the Lessor
and the fees and expenses of a third appraiser, if any, shall
be borne solely by the Lessee but only if the Lessee revokes
its election to purchase the Equipment or renew the Lease. In
any appraisai pursuant <o Section 13(d), the fees and expenses
of all appraisers appointed hereunder shall be paid soiely by
the Lessee.

ARTICLE 3
DISCLAIMER OF WARRANTIES

THE LESSOR LEASES THE EQUIPMENT EEREUNDER "AS IS" AND
NEITHER THE LESSOR, THE INDENTURE TRUSTEEZ NOR ANY PARTICIPANT
HAS MADE OR SHALL BE DEEMED TO HAVE MADE ANY REPRESEINTATION OR
WARRANTY, EXPRESS OR IMPLIED, AS TO THE TITLE, VALUE,
CONDITION, DESIGN, OPERATION, MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE OR USE OR SUITABILITY OF ANY ITEM OF
EQUIPMENT, AS TO THE ABSENCE OF LATENT OR OTHER DEFECTS,
WHETHER OR NOT DISCOVERABLZ, AS TO TIHE ABSENCE OF ANY
INFRINGEMENT OF ANY 2PATENT, TRADEMARX OR COPYRIGHT, AS TO THZ
ABSENCE OF OBLIGATION BASED ON STRICT LIABILITY IN TORT., OR AS
TO THE QUALITY OF THE MATERIAL OR WORKMANSHIP OF THE EQUiIzMENT
OR ITS COMPLIANCE WITH APPLICABLE GOVERNMENTAL XEQUIREMENTS OR
REGULATIONS OR ANY OTHER REPRESENTATION OR WAKRANTY WHATSOEVER,



MBTA/M3B
Lease

EXPRESS OR IMPLIED, WITH RESPECT TO ANY ITEM OF EQUIPMENT,
except that the Lessor warrants and represents that on the
Delivery Date each item of Eguipment sha:l be free 0of Lessor
Liens.

THE LESSEE HEREBY WAIVES TO THE EXTENT NOT PROHIBITED BY
APPLITZABLE LAW AS AGAINST ANY PAXRTICIPANT AND THE LESSOR ALL
RIGHTS IN RESPECT OF WARRANTIES, EXPRESS OR IMPLIED, ARISING BY
LAW OR QOTHERWISE WITH RESPECT TO ANY ITEM OF EQUIPMENT LEASED
UNDER THIS LEASE AND ALL CLAIMS AGAINST ANY PARTICIPANT OR THE
LESSOR ARISING QUT OF OR IN CONNECTION WITH THE CONDITION,
DESIGN, OPERATION, SPECIFICATION OR PERFORMANCE OF ANY ITEM OF
EQUIPMENT INCLUDING, BUT NOT LIMITED TO, (1) ANY IMPLIED
WARRANTY OF MERCHANTABILITY OR FITNESS THEREOF TOR A 2ARTICULAR
PURPOSE OR USE OR SUITABILITY, (2) ANY IMPLIED WARRANTY THEREOF
ARISING FROM COURSE OF PERFORMANCE, COURSE OF DEALING CR ISACGE
OF TRADE, (3) ANY OBLIGATION, DUTY, LIABILITY, RIGHT, CLAIM OR
REMEDY IN TORT WHZTHER OR NOT FOUNDED IN STRICT ZIA3SILITY IN
TORT AND (4) FOR ANY OTEER DIRECT, INCIDENTAL OR CONSEQUENTIAL
DAMAGZS except as otherwise provided in the Parcicipaticn
Agreement.

None of the provisions cf this Article 3 or any other
provision cf this Agreement snall be deemed to amend, mcdify or
otherwise affect the represen<ations, warranties or other
obligations (express or implied) of the Manufacturer or any
subcontractor or suppiier of the Manufacturer, with reszect to
any item of Equipment or to release the Manufacturer or any
such subcontractor or supplier from any such representation,
warranty or opligation.

ARTICLE 4
POSSESSION OF EQUIPMENT, FURTHER ASSURANCES

4.1. Insignia; Further Assurances.

(a) Upon delivery cf Equipment, the Lessee shall fasten or
cause to be fastened anc maintained in a clearly visible
location, on each item of Egqguipment, metal nameplates
identifying the interests cf the Lessor, and, so iong as the
Equipment shall remain subject to the Indenture, the interest
of the Indenture Trustee, in and to such Equirment as follcws:

THIS COACH IS LEASED FROM
SECURITY PACIFZC EQUIPMENT LEASING, INC.,
AS LESSOR
AND IS SUBJECT TO A SECURITY
INTEREST IN FAVOR OF
WILMINGTON TRUST COMPANY
AS INDENTURZ TRUSTZE, MORTGAGEE



MBETA/M5B
Lease

The Lessee will not aliow the name of any Perscrn other than
the Lessor and the Indenture Trustee to be placed on any item
of Equipment leased hereunder as a designation that might be
interpreted as a Lien thereon or as a claim of ownership;
provided, that the Lessee may cause the Equipment leased
hereunder to be lettered and otherwise marked in an appropriate
manner f£or convenience of identification of the interest
therein of the Lessee or of any sublessee permitted under
Section 4.2.

The Lessee will not change the road number of any item of
Equipment unliess and until (i) a startement of new number cr
numbers to be substituted therefor shall have been filed with
the Lessor and the Indenture Trustee and filed, recorced and
depcsited by the Lessee in all public offices where this Lease
shall have been filed, recorded and depcsited and (il) the
Lessee shall have furnished to the lLesscr and the Indenture
Trustee an opinion of ccunsel t¢ the effect that such statement
has been so filed, recorded and cdepcsiteé, such filing,
reccrdaticn and depcsit wiil protect the Lessor s and the
Indenzure Trustee s interest in such izem and no f£iling,
recording, deposit cr giving notice with ¢r to any other
Federal, state of lccal government or agency thereof 1is
necessary tTo protect the interests of the Lessor and the
Indenture Trustee in such item.

(b) The Lessee will promptiy and culy execute and celiver
such further documents and assurances and taxe such further
action as the Lessor or the Indenture Trustee may from time <o
time during the term of this Lease reascnably request or as may
be necessary or appropriate in order more effectively to carry
out the intent and purpose of this Lease (and, so long as any
Notes are outstanding, the Indenture) and to estatlish and
protect the rignts and remedies created or intended to be
created in favor of the Lessor or the Indenture Trustee,
including, without limitation, at the expense of zhe Lessee,
the execution and delivery of supplements or amendments hereto
and thereto, in recordable form, subiecting any replacement or
substituted Equipment to this Lease and the recording or filing
of counterparts hereof, or of financing or continuation
statements with respect hereto, in accordance with the laws of
such jurisdictions as the Lessor may reascnably deem advisable.

(c) The Lessee agrees, for the benefit of the Lesscr, to
comply in all respects (including, without Iimitation, with
respecs to the use, maintenance and opveraticn of each item cf
Equipment) with all laws of the jurisdictions in which it
operations involving the items of Equipment may extend, with
the interchange rules of the Association of American Railroads
and with all lawful rules of the Department of Transportation,
the Interstate Commerce Commission and any cther legislative,



MBTA/MBbB
Lease

executive, administrative or judicial body exercising any power
or jurisdiction over the items of Zquipment, to the extent thact
such laws and rules are applicable to Lessee and affect the
title, operation or use of the items of Zquipment or are
necessary to comply with health, safety or environmental
standards as more fully described in Section 4(4) of the
Internal Revenue Service Rev. Proc. 75-21, as modified by Rev.
Proc. 79-48, and in the event that such laws or rules require
any alteration, replacement or addition of or to any part of
any item of Equipment, the Lessee wiil conform therewith at its
own expense; provided, however, that the Lessee may at its own
expense, in good faith, contest the validity or application of
any such law or rule in ary reascnable manner if in the
reasoraeble opinion of the Lesscr, such contest will not
adversely affect the property or rights of the Lesscr under
this Lease.

4.2. DPossession; Sublease. The Lessee may sublease all or
any portion of -he Zquipment ané therely transfer cr relincuish
possession of any item cf EZquipment, proviced that (i) no Event
of Default shail have occurred anc¢ be cecntinuing, (ii) the stb-
lease and any transfer of the EZguipment pursuant thereto shall
not adversely affect the Lien of the Indenture con the Zguip-
ment, and (iii) the sublease and any transfer pursuant thereto
of the Equipment do not in the reasonable opinion of any Par-
ticipant impair the Contract Assistance Provisions cr the Con-
tract for Financial Assistance. The Lessee may alsc, without
the prior written consent of the Lessor: transfer possession
of any item of Equipment for delivery thereof to the manufac-
turer thereof for testing or other similar purposes or <o any
organization for service, repair, maintenance 'cr overhaul wecrk
on such item of Equipment, or any Part therecf, or for alizera-
tions or modification in or additions to such item of EZgquipment
to the extent required or permitted by the terms cf Article 6;
provided, however, that: (1) the rights of any transferee who
receives possession by reason of a transfer permitted by this
Section 4.2 shall be subject and subordinate to, and any sut-
lease permitted by this Section 4.2 shall be made expressly
subject and subordinate to, all the terms of this Lease and the
Indenture including surrender of possessicn of each item cf
Equipment upon a termination of this Lease and the right to
repossession pursuant to Article 13 and the avoidance of such
sublease upon such repossession, (2) the Lessee shall remain
primarily liable hereunder for the perfcrmance of and compii-
ance with all of the terms and provisions of this Lease to the
same extent as if such sublease or transfer had not cccurred
and (3) without limiting the effect ¢f the preceding clause
(2), any such sublease shall include apprcpriate provisicns
(whether by requiring such obligations to be performed Dy <he
sublessee, the Lessee, or both) for the operation, location,

10
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maintenance, insurance and return of any item of Equipment
reo

1D
subieased thereby in accordance with the terms he £,

4.3. Reports by Lessor. The Lessee will prepare and
de.iver to the Lessor within a reasonable time prior to the
required date of fiiing (cr, to the extent permissible, file on
beralf of the Lessor) any and all reports {(other than iIncome
tax returns) to be filed by the Lessor with any Federal, state
cr other regulatory authorlty by reason of the ownership by the
Lessor of the items of Equipment or the leasing thereof to the
Lessee.

ARTICLE S

MAINTENANCE AND OPERATION
OF EQUIPMENT; RXEPLACEMENT OQF PARTS

5.1. Ma '.-eua"ce. ouring the Lease Term and the storage
period referred to in Section 2.2(d), the Lessee, at its sole
cost and expe:se, shall maintain, inspect., service, repair,
overhaul and test, cr cause the same to be done to, each item

of Fau*pment so as tc keep such Item of Eguirment in good
operating condition, ordinary wear and +«ear from the careful
and proper use therecf excepted, and in conformity w;-h the
operating, running, mainterance ani heavy repair maruals,
instructions and service bulletins furnished by the
Manufacturer or by any subcontractor or supplier of the
Manufacturer and in accordance with the Lessee's standard
practices for similar equipment {irciuding, without limitation,
the Lessee's maintenance program for the Egquipment, as frcm
time to time in effect). The Lessee shall maintain all
records, logs and other materiais regquired by all governmerntal
authorities to be maintained in respect of the Eguipment ard
shall prompzly furnish to the Lessor upon the Lessor's reguest
such information as may be required to enable the ZLessor to
file any reports required to be filed with any governmental
authority as a result of the Lessor's interest in the Equipment.

5.2. Operat:ions.

(a) The Lessee shall not permit any item of Equipmen: to
be maintained, serviced, repaired, overhauled, tested, used or
operated in violiation of any law or any rule, regulation or
order of any goveramental authority having Zurisdiction, or in
violation of any license or regulaticn relating to any item of
Equipment issued by any such authority; provided, that the
Lessee may in good faith (after having delivered to the Lessc
and the Indernture Trustee an Officer s Ce*tlflcate stating *he
facts with respect thereto) contest the validity therecf in any
reasonable manner which dces nct adversely affect the Lessor or

11
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the interests of the Noteholders or jeopardize the Lien of the
Indenture and which is consistent with and does not impair the
continuance in full force and effect of any insurance regquired
to be maintained pursuant to Articlie 9. 1In the event that any
such law, ru.e, regulation or order requires alteration of any
item of Equipment, the Zessee will conform thereto or obtain
conformance therewith at no expense to the Lessor and will
maintain such item of Equipment in proper operating condition
under such laws, rules, regu:ations and orders; provided, that
the Lessee may in good faith (after having deiivered =o the
Lessor and the Indenture Trustee an Officer's Certificate
stating the facts with respect thereto) contest the validity
thereof in any reasonable manner which does not adversely
affect the Lesscr or the interests cof the Indenture Trustee or
the Noteholders or jeopardize the Lien of the Indenture and
which is ccnsistent with any insurance required <o be
maintained pursuant to Article 9.

The Lessee agrees that (i) it will nct operate or locate
any item of Eguipment, or suffer any item of Equipment to >e
ocperated or located, in any area or on any route or in any
manner excluded from coveracge by any insurance required by the
terms of Article 9 or which might impair the Lien of the
Indenture and (ii) it will not operate the Equipment if any
Event of Defauit under Article 12(d) shall have occurred and be
continuing.

(b) The Lessor agrees to take such reasonable actions as
may be appropriate to comply at the Lessee's request and
expense with all laws, rules and regulaticns applicable to the
Lessor and necessary to maintain the operation of the Equipment
to the extent that such actions cannot be taken dy the Lessee
on behalf of the Lessor.

5.3. Rep.acement of Parts. The Lessee, at its sole ccs:
and expense, will promptly replace all Parts which may from
time to time become worn out, lost, stolen, destrcyed, seized,
confiscated, damaged beycnd repair or permanently rendered
unfit for use for any reason whatsoever. In additicr, the
Lessee may., at its sole cost and expense, remcve in the
ordinary course of maintenance, service, repair, cverhaul or
testing, any Parts, whether or not worn out, lost, stolen,
destroyed, seized, confiscarted, damaged beyond repair or
permanentily rendered unfit for use, provided that the Lessee
will at its sole cost and expense repiace such Parts as
promptly as possible. All repliacement Parts immecdiately prior
to installation on the Equipment shall be free and clear of all
Liens (except for Permitted Liens) and shall be in as good
operating condition as, and shall have a value and utility at
least equal to, the Parts replaced, assuming such replaced
Parts were in the condition and repair required to be

12



MBTA/MBB
Lease

maintained by the terms hereof; provided, that the Lessee shall
have the right to install temporary rep lacement Parts perding
completion of permanent repairs or installation of permane"g
repracement Parts, in which event the Lessee shall inscall
permanent replacement Parts to meet such reguirements as soon
as reasonably possible and in any event prior <o the
termination of the Lease Term. Subject to Article 6, all Parts
at any time removed from any item of Equipment shall remain the
property of the Lessor and subject to this Lease, no matter
where located, until such time as such Parts shall be replaced
by Parts which have been incorporated or installed in or
attached to the item of Equiprent from which such replaced
Parts were removed and which meet the requiremen%s £o
replacement Parts specifiec above. Immediatel Yy upor any
replacement Part beccming incorporated or installed in or
attacrhed to such item of Equipment as adove provided, without
further acz, {(a) title tc such rep.acement Part shall <hereupcen
vest in the Lesscr, (b) such replacement Part shall become
subject to this Lease and ke deemed part of such item of
Equicment for all purposes herecf to the same extent as th

Part originally incorporated cr installed in or attached <o
such item cf Zquipment and (c¢) title to the replaced Par=t shall
thereupon vest in the Lessee, free and clear of all rights of
the Lessor, and shail no longer be deemed a "Part" hereunder.
The Lessee, at its sole cost and expense, will take such acticn
as may be necessary or appropriate to create, maintain cr
preserve the Lien of the Indenture with respect to such
replacement Parts.

TICLE 6
ALTERATIONS, MODIFICATIONS AND ADDITIONS

The Lessee, at its sole ccst and own expense, will make
such alterations and modifications in and additions to the
Equipment as may be required from time to time (regardless upon
whom such requirements are by their terms nominally imposed) to
meet all requirements of Applicabie lLaw; provided, tha: Lessee
may in good faith (after having delivered to the Lessor an
Officer's Certificate stating the facts with respect theretc)
contest the validity of such reguirements in any reasonatle
manner which does not adversely affect the Lessor or the
interests of the Indenture Trustee or the Noteholders or
jecpardize cthe Lien of the Indenture and which is cocnsisten
with and does not impair the continuance In full force an
effect of any insurance required to be maintained pursuant to
Article 9. In additicn, the Lessee, at its cwn expense, may
from time to time make such alterations and modificazions 1in
and additions to any item of Equipment as the Lessee may deem
desirable in the proper conduct of its business, including

13
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removal of Parts (herein called "Obsolete Parts”) which the
Lessee deems obsolete or no longer appropriate or suitable for
use in the Equipment; provided (a) that no such alteration,
modification, remcval or addition changes the basic use or
function of the Equipment or diminis