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(202) 393-22646

SE CORMMISSION
Dear Mr.

Enclosed for recordation pursuant to the provisions of 49
U.S.C. Section 11303(a) are two fully executed original copies of
a Lease Assighment Agreement dated as of April 1, 1991, a secondary
document as defined in the Commission’s Rules for the Recordation
of Documents, 49 C.F.R. Section 1177.

{

January 14,

The enclosed document relates to the lLease of Equipment #31
dated as of November 30, 1990,

which was filed and recorded on
1991 and assighed Recordation Number 17196, as amended

by an Amending Agreement - Lease of Equipment #31 dated as of April
1, 1991, which was filed and recorded on April 19, 1991 and
assigned Recordation Number 17196-A.

The names and addresses of the parties to the enclosed
document are:

Assignor: SLX Canada Inc.

1500 Bow Valley Square 1V
250 6th Avenue S.W.
Calgary, Alberta T2P 3H7
CANADA

PIat

Assignee:

o

Royal Bank Leasing Inc.
South Tower

Royal Bank Plaza

Toronto, Ontario M5J 2J5
CANADA

A description of the
enclosed document

railroad equipment covered by the
is set forth 1in Schedule A attached hereto and
made a part hereof.
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Mr. Sidney L. Strickland, Jr.
Interstate Commerce Commission

April 19,

Page Two

Also enclosed is a check in the amount of $15 payable to the
order of the Interstate Commerce Commission covering the required

1991

recordation fee.

Kindly return a stamped copy of the enclosed document to

Charles T. Kappler, Esq., Alvord and Alvord, 918 Sixteenth Street,

N.W., Washington, D.C. 20006.

A short summary of the enclosed secondary document to appear

in the Commission’s Index is:

CTK/bg
Enclosure

Lease Assignment Agreement dated as of April
1, 1991 between SLX Canada Inc., Assignor, and
Royal Bank Leasing, Inc., Assighee, covering
704 100-ton 4350 cu. ft. Steel Covered Hopper
Cars, 298 70-ton 50’6" Box Cars, 99 100-ton
Steel Covered Hopper Cars, 4 100-ton Gondola
Coal Cars, and 29 100-ton Gondola Cars, all of
which bear CN reporting marks and numbers.

Very truly yours,

Charles T. Kappler



TYPE

Hopper Cars

SCHEDULE A

DESCRIPTION OF UNITS

GROUP 1
SPECIFICATION BUILDER
100-ton 4350 cu. ft. Hawker Siddeley
Steel Covered Hopper Canada Ltd.,
Cars Trenton, N.S.

Built in 1970

IDENTIFICATION QUAN-

NUMBERS TITY UNIT PRICE
CN 377049 704 $18,373.29
CN 377197
CN 377250
CN 377254 - 256
CN 377258 - 263
CN 377265 - 266
CN 377268 - 281
CN 377283 - 325
CN 377327 - 331
CN 377333 - 347
CN 377349 - 373
CN 377375 -~ 388
CN 377390 - 395
CN 377397 - 412
CN 377414 - 426
CN 377428 - 537
CN 377539 - 568
CN 377570 - 601
CN 377603 - 607
CN 377609 - 615
CN 377617 - 624
CN 377627 - 659
CN 377661 - 685
CN 377687 - 690
CN 377692 - 696
CN 377698 - 712 -
CN 377714 - 718
CN 377720 - 722
CN 377724 - 728

CN

377730 -

739



TYPE

Hopper Cars

Box Cars

%

SPECIFICATION

100-ton
Steel Covered
Hopper Cars

70-ton 50'6"
Box Cars

BUILDER

National Steel
Car. Built in
1974

GROUP 2
National Steel

Car. Built in
1974

IDENTIFICATION
NUMBERS

QUAN-
TITY

UNIT PRICE

CN 377741 - 744
CN 377748 - 764
CN 377766 - 801
CN 377803

CN 377805 - 813
CN 377815 - 830
CN 377832 - 847
CN 377849 -' 854
CN 377856 - 870
CN 377872 - 878
CN 377880 - 912
CN 377914 - 950
CN 377952 - 958
CN 377960 - 990
CN 377992 - 995
CN 377997 - 999

CN 371600 - 633
CN 371635 - 669
CN 371671 - 694
CN 371696 - 701

CN 410100 - 115
CN 410117 - 123
CN 410125 - 126
CN 410128 - 135
CN 410137 - 213
CN 410215 - 220
CN 410222 - 239
CN 410241 - 249
CN 411424

CN 411741 - 800
CN 411802 - 804
CN 411806 - 835

99

298

$18,373.29

$18,922,83



TYPE SPECIFICATION

-

100-ton Gondola
Coal Cars

Gondola Cars

100-ton Gondola
Cars

Gondola Cars

RIPTUNITDES2:VWBANK

BUILDER

GROUP 3

Hawker Siddeley
Canada. Built in
1974.

Hawker Siddeley
Built in 1974-1975

IDENTIFICATION QUAN-

NUMBERS TITY UNIT PRICE
CN 411837 - 875
CN 411877 - 880
CN 411882 - 899
CN 199290 - 293 4 $17,176.10
CN 137550 - 551 29 $17,176.10
CN 137553 - 560
CN 137700 - 701
CN 137703
CN 137807 - 814
CN 137817 - 820
CN 137823
CN 137825 - 826
CN 188100
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LEASE ASSIGNMENT AGREEMENT " oDMSsion
THIS AGREEMENT made as of April 1, 1991
BETWEEN
SLX Canada Inc., a corporation
incorporated under the laws of Canada
(the "Assignor")
- and -
Royal Bank Leasing Inc. a corporation
] - incorporated under the laws of Canada
B (the "Assignee")
‘///// WHEREAS The Assignor has agreed to sell to the Assignee

pursuant to an agreement made as of the date hereof (the
"Equipment Purchase Agreement") the equipment (the "Equipment")
described in Schedule A to the lease of equipment #31 made as of
November 30, 1990 as amended by a lease amending agreement made
as of April 1, 1991, both between the Assignor and Canadian
National Railway Company ("CN") attached hereto as Schedules 1
and 2, respectively (collectively, the "Lease")(all capitalized
terms used herein have the same meaning as in the Lease except
as otherwise provided in this Agreement);

AND WHEREAS as a condition of entering into the
Equipment Purchase Agreement, the Assignee has required an
assignment of the Assignor's right, title and interest in and to
the Lease and the rentals and other amounts payable thereunder;

WITNESSES that for valuable consideration, the parties
agree as follows:

1. Assignment. The Assignor hereby absolutely assigns,
transfers and sets over unto the Assignee the Lease and all of
the Assignor's right, title, benefits, interest and obligations
in, to and under the Lease including, without limitation, all
present and future rentals and other amounts payable or to
become payable under the Lease from but excluding April 1, 1991
and together with the benefit of all covenants and all waivers,
releases, indemnities and other obligations of CN thereunder,
and the Assignor hereby agrees that all amounts hereafter
received by or on behalf of the Assignor under the Lease shall
be held by it in trust for and shall forthwith be paid over to
the Assignee without notice or demand. The Assignee hereby
assumes all liabilities and obligations of the Assignor under



the Lease arising from and after the date hereof and
acknowledges that CN may, under the terms of the Lease, elect
to purchase all but not less than all of the Equipment on April

1, 2001.

2. Assignor's Covenants and Warranties. The Assignor hereby
covenants with and warrants to the Assignee that:

(a)

(b)

(c)

(d)

(e)

it has full corporate power and authority to enter
into this Agreement and has not performed any acts or
executed any other instrument which might prevent the
Assignor from giving full effect to this Agreement,
and the Lease, rentals and other amounts and all
right, title and interest of the Assignor therein
hereby assigned or intended so to be, are free and
clear of all liens, charges, prior assignments or
encumbrances of any kind or nature whatsoever, and all
approvals consents or authorizations, if any,
necessary with respect hereto and the transactions
contemplated herein have been obtained;

this Agreement has been duly and validly authorized,
executed and delivered by the Assignor and is a valid
and legally binding agreement of the Assignor
enforceable against it in accordance with its terms,
subject, as to enforcement, to bankruptcy, insolvency,
and other laws affecting creditors' rights generally
and to general principles of equity;

the copy of the Lease attached hereto as Schedules 1
and 2 is a true and complete copy of the Lease, and
the Lease has not been further modified or cancelled
and the Assignor has not given any waiver, consent or
other indulgence thereunder, and the Lease remains in
full force and effect according to its terms, and
there is no default now existing under the Lease and,
to the best of the knowledge of the Assignor, no event
has occurred which, with the giving of notice or lapse
of time or both, would constitute an Event of Default
thereunder:;

the Equipment has not been replaced or substituted for
except in accordance with the express terms of the
Lease and in such a way as not to diminish in any
material respect the aggregate fair market value of
the equipment subject to the Lease; and

there has been no pre-payment of rent or any other
amount payable under the Lease, and the Assignor is

AT



3.

4.

5.

(1)

not holding any sums as cash security for the
performance of any obligations by CN under the Lease.

Assignee's Covenants and Warranties. The Assignee hereby
covenants with and warrants to the Assignor that:

(a)

(b)

it has full corporate power and authority to enter
into this Agreement and has not performed any acts or
executed any other instrument which might prevent the
Assignee from giving full effect to this Agreement,
and all approvals, consents or authorizations, if any,
necessary with respect hereto and the transactions
contemplated herein have been obtained; and

this Agreement has been duly and validly authorized,
executed and delivered by the Assignee and is a valid
and legally binding agreement of the Assignee
enforceable against it in accordance with its terms,
subject, as to enforcement, to bankruptcy, insolvency
and other laws affecting creditors' rights generally
and to general principles of equity.

Future Assignments. The Assignee hereby agrees that it
shall not assign, transfer or set over the whole or any portion
of the Lease and/or its right, title, benefits, interest and
obligations thereunder to any third party without first giving
the Assignor at least 10 days prior written notice of such
assignment, transfer or set over.

Notice: Any notice or other communication to a party under
the provisions of this Agreement shall be in writing and may be
delivered personally or sent by prepaid mail, telex or
telecopier to the following mailing. telex or telecopier
address,

as applicable:

to the Assignor,

SLX Canada Inc.

1500 Bow Valley Square IV
250 - 6th Avenue S.W.
Calgary, Alberta

T2P 3H7

Attention: President

Telex: 03-825570 (WCBC CGY)
Telecopier: (403) 264-1262

¢ 7



(2) to the Assignee,

Royal Bank Leasing Inc.

South Tower, Royal Bank Plaza
Toronto, Ontario

M5J 235

Attention: President
Telecopier: (416) 974-8642

Any such notice or other communication if personally delivered
or mailed or telecopied, shall be deemed to have been given when
received and, if telexed and the appropriate answerback
received, shall be deemed received at the time that the
answerback is received. Any party may from time to time notify
the other in writing of a change of mailing, telex or telecopier
address in the manner set forth herein which thereafter, until
changed by like notice, shall be the address of that party for
all purposes of this Agreement.

6. Further Assurances. The Assignor covenants and agrees that
it will at the request of the Assignee at any time or times
hereafter do, execute, acknowledge and deliver or cause to be
done, executed, acknowledged and delivered, all such further
acts, deeds, assignments, transfers, conveyances, consents,
powers of attorney, assurances or other documents and take all
such other actions as may be reasonably required for the
assigning, transferring, granting, conveying, assuring and
confirming to the Assignee, or for aiding or assisting in the
reducing to possession by the Assignee, any of the rights,
interest or assets intended to be hereby transferred, conveyed
and assigned.

7. Time of Essence. Time shall be of the essence of this
Agreement.

8. Applicable Law. This Agreement shall be governed by and
construed in accordance with the laws of the Province of
Ontario.



9. Counterparts. This Agreement may be executed in several
each of which so executed shall be deemed to be an

counterparts,
original and such counterparts together shall constitute one and

the same instrument.
IN WITNESS WHEREOF the parties have duly executed this

Agreement on the day first written above.

SLX CANADA INC.

Bruce C. Barker -~ ..~ - %

Director

Director

ROYAL BANK LEASING INC.

Name , <
Position

RJP"LSEASSRB:VWBANK2



SCHEDPLE 1

LEASE OF EQUIPMENT #31

BETWEEN:

SLX CANADA INC.

as Lessor

- and -

CANADIAN NATIONAL RAILWAY COMPANY

as Lessee

MADE as of November 30, 1990

- >
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LEASE

THIS LEASE OF EQUIPMENT is made as of November 30,
1990

BETWEEN

SLX CANADA INC. (hereinafter called the
"Lessor"), a company incorporated under the
laws of Canada and having an office at 1500
Bow Valley Square IV, 250 6th Avenue S.W.,
Calgary, Alberta, T2P 3H7, as owner,

- and -

CANADIAN NATIONAL RAILWAY COMPANY
(hereinafter called the "Lessee"), a
corporation continued under the laws of
Canada and having an office at 935 de 1la
Gauchetiere St. West, Montreal, Quebec, H3B
2M9, as lessee.

WHEREAS the Lessor, at the request of the Lessee, has
purchased the Units (as hereinafter defined) for the sole
purpose of leasing the same to the Lessee hereunder;

AND WHEREAS the Lessee desires to lease from the
Lessor, and the Lessor desires to lease to the Lessee, all of
the Units that are duly delivered and accepted as provided
herein at the rentals and upon the terms and conditions
hereinafter provided.

NOW THEREFORE in consideration of the premises and of
the rentals to be paid and the covenants hereinafter mentioned
to be kept and performed by the Lessee, the Lessor hereby agrees
to lease to the Lessee and the Lessee hereby agrees to lease
from the Lessor, for the Term, the Units so delivered and
accepted as provided herein, upon the following terms and
conditions:

ARTICLE I

INTERPRETATION

1.1 The following terms, whenever used in this Lease and
any Schedules hereto, shall have the following meanings, unless
the context otherwise requires:



"Arrears" means the total of all Rentals and other moneys,
if any, due and owing by the Lessee hereunder, while unpaid.

"Banking Day" means any day except a Saturday, a Sunday or
other day on which banks generally are not open for money market
and foreign exchange dealings at their principal offices in each
of Toronto, Calgary and Montreal. ’

"Casualty Notice Date"” has the meaning set forth in
Schedule B hereto.

"Casualty Occurrence" means an event in which any Unit
shall be or become lost, stolen, destroyed, irreparably damaged
or damaged beyond economic repair, from any cause whatsoever, or
taken or requisitioned by condemnation, expropriation or
otherwise for a period in excess of ninety (90) days during the
Term of this Lease or during the storage and delivery referred
to in Section 18.1.

"Casualty Payment Date" has the meaning set forth in
Schedule B hereto.

"Dollars"” or "S$" means lawful money of Canada.

"Event of Default" shall have the meaning ascribed thereto
in Section 15.1 hereof.

"Lease"”, "this Lease", "herein", "hereof", "hereunder", or
other like words shall mean and include this Lease of Equipment
together with the Schedules hereto (which form an integral part
hereof) and any other agreement supplementary hereto.

"Lease Commencement Date" means with respect to each Unit,
the date the same shall be deemed to be delivered to and
accepted by the Lessee in accordance with Section 2.1 hereof.

"Lease Rate" means an implicit discount rate that, at the
date of this Lease, causes the aggregate present value of:

(1) the rental payments under this Lease (excluding
any payments which are contingent on the
extension of, exercise of or non-exercise of a
termination or purchase option under this Lease);
and

(ii) the purchase option price payable to the Lessor
upon the exercise by the Lessee of any purchase
option at the end of the Term of this Lease,

to be equal to the cost of all the Units to the Lessor.

AP
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"Lease Termination Date” haas the meaning set forth in
Schedule B hereto.

"Lessee" has the meaning asscribed thereto in the recitals
to this Agreement. :

"Lessor" has the meaning asscribed thereto in the recitals
to this Agreement.

"Office" means the office -of the Lessor referred to in the
first paragraph of this Agreemeant (Attention: President) or such
other office as the Lessor may rnotify the Lessee from time to
time in accordance with Section 23.1 hereof.

"period" means the period -from the Rental Commencement Date
to October 1, 1991 and, thereaftter, each six month period during
the Term, commencing on the Renttal Commencement Date;

"Prime Rate" means the annuual rate of interest established
by The Royal Bank of Canada fromm time to time at its main branch
in Toronto as a reference rate ~then in effect for determining
interest rates on Canadian dcllzar commercial loans made in
Canada; any change in such rate is to be effective on the date
such change is established.

"Rental" means the rental rpayable for each Unit subject to
this Lease for each Period, as sset forth in Schedule B hereto.

"Rental Commencement Date"” has the meaning set forth in
Schedule B hereto.

"Stipulated Loss Value”™ mezans at any particular time the
applicable amount determined in accordance with Schedule D
hereto.

"Temporary Alterations”™ hass the meaning ascribed thereto in
Section 10.2 hereof.

"Term" means the period commmencing as to each Unit on the
Lease Commencement Date with resspect thereto, to and including
the Lease Termination Date.

"Units" means the units of equipment described in Schedule
A hereto.

ke



1.2 Any reference in this Lease to any act or statute or
section thereof shall be deemed to be a reference to such act or
statute or section as amended, re-enacted, substituted for or
replaced from time to time. Any reference in this Lease to an
agreement shall be deemed to be, except as otherwise expressly
provided, a reference to such agreement as amended, modified or
supplemented from time to time.

ARTICLE II

DELIVERY AND ACCEPTANCE OF UNITS

2.1 The Units will be tendered to the Lessee by or on
behalf of the Lessor. Upon such tender, the Lessee will cause
an authorized representative to inspect each Unit, and if such
Unit is found to be in good order, to accept delivery of such
Unit and execute and deliver to the Lessor a certificate of
acceptance and delivery substantially in the form attached as
Schedule C hereto, whereupon each such Unit shall be deemed to
have been delivered to and accepted by the Lessee and shall be
subject thereafter to all the terms and conditions of this
Lease.

ARTICLE III
RENTALS

3.1 The Lessee shall pay to the Lessor an interim rental
payment in an amount and on the date as set out in or determined
in accordance with Schedule B.

3.2 From and after the Rental Commencement Date, the
Lessee shall pay to the Lessor Rental for each Unit subject to
this Lease for each Period, together with the other applicable
payments herein provided. Rental in respect of each Period
shall be payable in the manner set forth in Schedule B.

3.3 This Lease is a net lease and the Lessee shall not be
entitled to any abatement, reduction or set-off against payments
hereunder including, but not limited to, abatement, reductions
or set-offs due or alleged to be due to, or by reason of, any
past, present or future claims of the Lessee against the Lessor
under this Lease or otherwise; nor, except as otherwise
expressly provided herein, shall this Lease terminate, or the
respective obligations of the Lessor or the Lessee be otherwise
affected, by reason of any defect in the title, condition,
operation or fitness for use of, or any damage to or loss of the

AP



possession or loss of use of or destruction of all or any of the
Units from whatsoever cause, the prohibition of or other
restriction against, use of all or any of the Units by the
Lessee or any other person, the interference with such use by
any person or entity, the invalidity or unenforceability or lack
of due authorization of this Lease or any other document or
instrument, any breach, fundamental or otherwise, by the Lessor
of any representations, warranties or covenants of the Lessor
contained herein, or for any other cause whether similar or
dissimilar to the foregoing, any present or future law to the
contrary notwithstanding, it being the intention of the parties
hereto that the Rental payments and other amounts payable by the
Lessee hereunder shall continue to be payable in all events in
the manner and at the times herein provided unless the
obligation to pay the same shall be terminated pursuant to the
express provisions of this Lease.

3.4 Whenever any payment shall be stated to be due on a
day which is not a Banking Day, such payment shall be made on
the next succeeding Banking Day.

ARTICLE IV

IDENTIFICATION MARKS; REGISTRATION

4.1 The Lessee shall cause each Unit to be kept numbered
with the identifying number set forth in Schedule A hereto. The
Lessee shall not change or permit to be changed the identifying
number of any Unit except in accordance with a statement of new
identifying numbers to be substituted therefor, which statement
shall be promptly filed with the Lessor by the Lessee and filed,
recorded or deposited at the Lessee's cost and expense in all
public offices where this Lease has been or is required to be
filed, recorded or deposited.

4.2 Except as above provided, the Lessee shall not allow
the name of any person, association or corporation to be placed
on the Units as a designation that might be interpreted as a
claim of ownership; provided, however, that the Lessee may cause
the Units to be lettered with the names or initials or other
insignia customarily used by the Lessee or any permitted
sublessee on equipment used by them of the same or a similar
type, for convenience of identification of their rights to use
the Units as permitted under this Lease.

4.3 The Lessee agrees to make the registrations, filings,

deposits and recordings in respect of this Lease and the Units
as set forth in Schedule B hereto, at the Lessee's sole cost and

AHHe | / M



expense. The Lessee Wwill promptly furnish to the Lessor
evidence of all sucz filing, registering, depositing and
recording.

ARTICLE V
TAXES

5.1 The Lessee .agrees to pay and to indemnify and hold the
Lessor harmless from, on an after-tax basis, all taxes,
assessments, duties, _license and registration fees and other
governmental charges, including penalties and interest
(hereinafter collect:ively referred to as "Taxes") imposed,
levied or assessed ty any federal, provincial or local
government or taxing :authority in Canada, or, if as a result of
the operation, possesssion or use of any Unit by or through the
Lessee in any foreigm country, by any government or taxing
authority in a foreigon country, against such Unit or upon or
measured by any intereest therein, or upon or with respect to the
purchase, ownership, :=delivery, leasing or possession thereof by
the Lessor, or'uport oJr with respect to the use, possession or
operation thereof ty —the Lessee, or on account of or measured by
the rentals, earnings: or gross receipts arising pursuant to this
Lease (including ary -payment or indemnity under this Lease),
provided that the lesssee shall not be required to pay the same
(or any amount by w&y of indemnity of the Lessor or otherwise
pursuant to this Sectzion) if and so long as it shall in good
faith and with due dilligence and by appropriate legal or
administrative procseedings contest the validity, applicability
or amount thereof (buxt only so long as such proceedings shall
stay the collectior tthereof and shall not involve any risk of
the sale, forfeiture -or loss of any Unit or any interest
therein). If a claim is made against the Lessor for any Taxes,
then the Lessor shall use its reasonable efforts to notify the
Lessee promptly and, _if so requested by the Lessee, shall at the
Lessee's expense ccateest the validity and amount of any Taxes
which it may be reguirred to pay and in respect of which it is
entitled to reimbursesment by the Lessee under this Section so
long as the rights or~ interests of the Lessor hereunder or in
such Unit will not be- materially endangered thereby.

5.2 Notwithstannding the provisions of Section 5.1 of this
Article V, the Lessee- shall have no obligation thereunder as to:

(1) any Taxes oon, based on or measured by the net income
of the Lesssor imposed (1) by Canada, a province or
other local taxing authority in Canada or (i1i) by any
foreign goveernment or any taxing authority or

o B
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(11)

(1i1)

5.3

governmental subdivision of a foreign country to the
extent allowed as a credit against income taxes
imposed by Canada, a province, or other local taxing
authority taking into account any applicable
limitation on the aggregate amount of such credit and
after assuming that all other Taxes of the Lessor for
the same or prior periods which qualify for such
credit are first allowed;

any Taxes on, based on, or measured by, the net income
of the Lessor imposed by any foreign government or any
taxing authority or governmental subdivision of a
foreign country by virtue of the Lessor being engaged
in business in such foreign country through activities
unrelated to the transactions contemplated by this
Lease to the extent the Lessee's obligation as to such
Taxes would otherwise exceed the amount of such Taxes
which would be payable if the Lessor were not so
engaged in such business; or

any Taxes which are or may become imposed by Canada on
rental or similar payments being made under this Lease
to a non-resident of Canada (as defined in the Income

Tax Act (Canada)):

In the event any reports with respect to Taxes are

required to be made, the Lessee will either make such reports in
such manner as to show the interests of the Lessor in such
Units, or notify the Lessor of such requirement, and will make
such reports in such manner as shall be satisfactory to the

Lessor.

5.4

In the event that, during the continuance of this

Lease, the Lessee becomes liable for the payment or
reimbursement of any Taxes pursuant to this Article V, such
liability shall continue, notwithstanding the expiration of this
Lease, until all such Taxes are paid or reimbursed by the

Lessee.

6.1

ARTICLE VI

PAYMENT FOR CASUALTY OCCURRENCES

The Lessee shall on the Casualty Notice Date in each

calendar year during the Term provide written notice to the
Lessor of each Unit which has suffered a Casualty Occurrence
during the one year period ending 30 days prior to that date.
On the Casualty Payment Date of each calendar year during the



Term the Lessee shall pay to the Lessor the Stipulated Loss
Value, determined as at such date, of each Unit reported by the
Lessee to have suffered a Casualty Occurrence during the one
year period ending 30 days prior to the Casualty Notice Date of
such calendar year and of each Unit which was reported to have
suffered a Casualty Occurrence in any previous year and for
which no Stipulated Loss Value has been paid, plus the Rental
due on the Casualty Payment Date in respect of each such Unit,
and only after making such total payment the Rental for each
such Unit shall cease to accrue and the term of this Lease as to
each such Unit shall terminate. The Lessor shall, upon request
by the Lessee, after payment by the Lessee of the amounts
described in the preceding sentence, deliver to or upon the
order of the Lessee a bill of sale (without recourse,
representations or warranties) substantially in the form of
Schedule H hereto for each such Unit executed by the Lessor and
such other documents as may reasonably be required in order to
transfer to the Lessee such title to such Unit as the Lessor
received upon acquiring such Unit, free and clear of all liens,
security interests and other encumbrances arising through the
Lessor.

Notwithstanding the foregoing, the Lessee shall not be
required to make any payment under this section on a Casualty
Payment Date unless such payment due exceeds $100,000. However,
the Rental in respect of each Unit shall continue to accrue
until the Lessee has made the payments as described above.

For greater certainty, the Lessee shall within 90 days
of the Lease Termination Date pay to the Lessor the Stipulated
Loss Value, determined as at the Lease Termination Date, of each
Unit which has suffered a Casualty Occurrence during the Term
and in respect of which the Lessee has not previously paid the
Stipulated Loss Value pursuant to this Section 6.1.

6.2 The rights and remedies of the Lessor to enforce or
recover any of the Rentals or any other amounts which are due
and payable hereunder prior to the incurring of the obligation
to pay the Stipulated Loss Value of any Unit shall not be
affected by reason of the Casualty Occurrence with respect to
such Unit.

6.3 Notwithstanding Section 6.1, the Lessee will have the
option with respect to one or more Units which have suffered a
Casualty Occurrence to give notice to the Lessor that it wishes
to replace such Unit(s) ("Replaced Unit(s)") with other Units(s)
of equivalent value, age, residual value expectation, utility
and condition ("Replacement Unit(s)"), such Replacement Unit(s)
to be received by the Lessor as full compensation for the loss
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of the Replzaced Unit(s) and the Lessee shall not be required to
pay to the Liessor the Stipulated Loss Value for such Unit(s).
Notice of tbre Lessee's election to replace a Unit or to pay the
Stipulated _uoss Value will be given to the Lessor on the
Casualty Nottice Date and will specify the Replaced Unit and the
Replacement Unit, if the Lessee wishes to avail itself of the
replacement option set out in this Section 6.3. The Rental for
each Replaceed Unit will cease on the relevant Casualty Payment
Date at whicch time Rental for the corresponding Replacement Unit
will commencce and will be equal to that on the Replaced Unit and
will continuge without abatement or interruption regardless of
the occurrennce of the Casualty Occurrence. If any Unit which
has sufferedz a Casualty Occurrence is replaced as provided in
this Section=, the Lessee will, on the Casualty Payment Date,
sign all succh documents and do all such things as may be
reasonably rrequired by the Lessor to convey good and marketable
title to the= relevant Replacement Unit to the Lessor free and
clear of all_ hypothecs, mortgages, charges and encumbrances.

The Replacemment Unit will be deemed to be a Unit for purposes of
the Lease annd all terms and conditions of the Lease, including
those pertaiining to the term, will continue to apply to the
Replacement Unit as a Unit after the Casualty Payment Date.

ARTICLE VII

WAIVERS AND DISCLAIMER OF WARRANTIES

7.1 Thae Lessee acknowledges that the Units have been
selected by the Lessee alone, that neither the Lessor nor its
employees or- agents is a manufacturer, dealer or distributor of
the Units, oor expert with respect thereto, that the manufacturer
of the Unitss is not, and has not been, an agent of the Lessor
with respect- to the Units, and, accordingly, the Lessee without
prejudice too any rights which the Lessee may have against the
manufacturer- of the Units or others, and subject as provided in
Section 12.1., hereby releases and forever discharges the Lessor
from any and® all actions, causes of action, debts, damages,
costs, expemases, claims, demands, rights or defences which, at
any time noww or hereafter may arise out of or in relation to the
Units. The Lessee agrees that the Lessee has made or shall in
fact make alll appropriate and prudent studies in connection with
the selectiocon of the Units and all the tests and inspections
thereof, as would a careful and prudent purchaser. As to all
matters of sselection, design, patenting, industrial design,
trade marks, construction, condition, safety, suitability,
fitness, capoacity, performance, durability of the Units and all
matters whatrsoever with respect to the acceptability of the
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Units, the Lessee shall look only to, and shall rely solely upon
the manufacturer of the Units or others, and not to or upon the
Lessor or the Lessor's employees or agents.

7.2 The Lessor shall have no responsibility or liability
under this Lease to the Lessee or any other person with respect
to: (i) any liability, loss or damage caused or alleged to be
caused directly or indirectly by any inadequacy of any Units or
deficiency or defect therein; or (ii) the delivery, servicing,
maintenance, repair, improvement or replacement of any Units.
The Lessee's acceptance of delivery of the Units shall be
conclusive evidence as between the Lessee and the Lessor that
all Units are in all the foregoing respects satisfactory to the
Lessee, and the Lessee shall not assert any claim of any nature
whatsoever against the Lessor based on any of the foregoing
matters.

7.3 The Lessee acknowledges and agrees that, except to the
limited extent otherwise provided herein, there are and will be
no agreements, representations, warranties or conditions,
expressed or implied, oral or written, legal, equitable,
statutory, conventional, collateral or otherwise, on the part of
the Lessor respecting or in connection with the Units and that
the Lessor has undertaken this transaction strictly in reliance
upon the terms, conditions and provisions of this Article VII.
Without limiting the generality of the foregoing, the Lessee
agrees that any latent defects in or any failure of the Units
shall be conclusively deemed not to be or to constitute a
fundamental or other breach hereof by the Lessor, or a failure
of performance or consideration hereunder on the part of the
Lessor.

7.4 I1f applicable,. the Lessee waives to the extent
permitted all of the rights, benefits and protection given by
Sections 19 to 24 inclusive of the Sale of Goods on Condition
Act of the Province of British Columbia.

7.5 1f applicable, and to the extent permitted by law, the
Lessee hereby waives all its rights, benefits or protection
given to it by Sections 47, 49 and 50 of The Law of Property Act
and the Seizure Act of the Province of Alberta, insofar as they
extend to or relate to this Lease or other security collateral
thereto. The Lessee hereby acknowledges that seizure or
repossession of the Units referred to in this Lease shall not,
by implication of law, extinguish the Lessee's indebtedness
under this Lease or other collateral security. The Lessee
hereby confers upon the Lessor the right to recover from the
Lessee by action on covenant for the payment contained in this
Lease or in any other security collateral hereto the full Rental

1, 5
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payable under this Lease and all other money from time to time
due hereunder or under any other collateral security,
notwithstanding any seizure or repossession.

7.6 The Lessee covenants and agrees with Lessor that The
Limitation of Civil Rights Act of the Province of Saskatchewan
shall have no application to:

(a) this Lease;

(b) any mortgage, charge or other security for the payment of
money made, given or created by this Lease or any agreement
or instrument collateral hereto:

(c) any agreement or instrument renewing or extending or
collateral to any mortgage, charge or security referred to
or mentioned in sub-paragraph (b) of this Section 7.6; or

(d) the rights, powers or remedies of Lessor under this Lease
or under any mortgage, charge other security, agreement or
instrument referred to or mentioned in sub-paragraphs (b)
or (c) of this Section 7.6.

ARTICLE VIII

LESSOR'S REPRESENTATIONS AND WARRANTIES

8.1 The Lessor represents and warrants as follows:

(i) at the time of delivery of each Unit under this Lease,
the Lessor's title to such Unit will be unimpaired by any act or
omission of the Lessor which will in any manner prevent the
performance of this Lease in accordance with its terms and, in
addition, such Unit shall be free and clear of all claims, liens
and encumbrances, which may result from claims against the
Lessor not arising out of the ownership of the Units and which
will prevent the performance of this Lease in accordance with
its terms;

(ii) so long as an Event of Default shall not have occurred
and then be continuing under this Lease, the Lessor shall not do
(or suffer to be done by any person claiming through or against
the Lessor and not against the Lessee or any sublessee) any act
which interferes with any and all rights of the Lessee to
peaceably and quietly hold, possess and use the Units in
accordance with the terms of this Lease:;

ry
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7iii) the Lessor is a corporation duly incorporated and
vzli:dly subsisting under the laws of Canada, with adequate
ccrrporate power to enter into this Lease;

(iv) this Lease has been duly authorized, executed and
calizivered by the Lessor and constitutes a legal, valid and
t:inading obligation of the Lessor enforceable in accordance with
its terms;

(v) the entering into and performance of this Lease will
ot result in any breach of, or constitute a default under, any
indeenture, mortgage, deed of trust, bank loan or credit
agreeement or other agreement or instrument to which the Lessor
is -za party or by which it may be bound, or contravene any
provvision of law, statute, rule or regulation to which the
lasssor is subject, or any judgment, decree, franchise, order or
perrmit applicable to the Lessor; and

(vi) there are no actions, suits or proceedings pending or,
to —the knowledge of the Lessor, threatened against the Lessor
effeecting this Lease or the transactions contemplated hereby
vhicch could, if . adversely determined, materially and adversely
effeect the carrying out of such transaction.

THE REPRESENTATIONS AND WARRANTIES OF THE LESSOR SET FORTH IN
THITS SECTION 8.1 ARE EXCLUSIVE AND IN LIEU OF ALL OTHER
FEPPRESENTATIONS OR WARRANTIES OF THE LESSOR, WHETHER STATUTORY,
WRIITTEN, ORAL, OR IMPLIED, AND THE LESSOR HAS NOT MADE AND DOES
NOT HEREBY MAKE, NOR SHALL IT BE DEEMED BY VIRTUE OF HAVING
LEASSED THE UNITS PURSUANT TO THIS LEASE TO HAVE MADE ANY
FEPPRESENTATION OR WARRANTY AS TO THE MERCHANTABILITY,
CURARABILITY, OPERATING FITNESS, FITNESS FOR A PARTICULAR PURPOSE,
CESZIGN OR CONDITION OF, OR AS TO THE QUALITY OF THE UNITS.

E.2. The Lessor covenants that any sale, assignment,
trannsfer, mortgage or other disposition which it may make of
thiss Lease or of any Unit, whether prior or subsequent to
éeliivery to the Lessee, shall be expressly subject to the terms
and. provisions of this Lease.

ARTICLE IX

LESSEE'S REPRESENTATIONS AND WARRANTIES

c. L The Lessee represents and warrants as follows:

(i) the Lessee is a duly incorporated and validly
subssisting corporation under the laws of Canada, with full
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corporate power and authority to own its properties and to carry
on its business as presently conducted and to enter into and
perform its obligations under this Lease;

(ii) this Lease has been duly authorized, executed and
delivered by the Lessee and constitutes a legal, valid and
binding obligation of the Lessee enforceable in accordance with
its terms;

(iii) no approval is required from any public regulatory
body with respect to the entering into or performance of this
Lease by the Lessee, or if any such approval is required, it has
been properly obtained:

(iv) the entering into and performance of this Lease will
not result in any breach of, or constitute a default under any
indenture, mortgage, deed of trust, loan or credit agreement or
other agreement or instrument to which the Lessee is a party or
by which it may be bound, or contravene any provision of law,
statute, rule or regulation to which the Lessee is subject, or
any judgment, decree, franchise, order or permit applicable to
the Lessee; and

(v) there are no actions, suits or proceedings pending or,
to the knowledge of the Lessee, threatened against the Lessee or
its properties or affecting this Lease or the transactions
contemplated hereby which could, if adversely determined,
materially and adversely affect the carrying out of such
transactions.

ARTICLE X

MAINTENANCE; ALTERATIONS; INSPECTIONS

10.1 The Lessee shall, at its own cost and expense,
maintain and repair each Unit in accordance with the maintenance
and repair standards applicable to such Unit as set forth in
Schedule E hereto and otherwise keep each Unit which is subject
to this Lease in good order and repair, ordinary wear and tear
excepted.

10.2 The Lessee may, at its expense and without the prior
consent or notice to the Lessor, make any alteration,
improvement or addition to any of the Units as it may deem
desirable in the proper operation of its business provided that
such alteration, improvement or addition shall not materially
impair the continuing use of such Units. Any and all additions
to any Unit and any and all parts installed on or replacements
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made to any Unit or any part thereof shall be considered
accessions to such Unit (except such as are (i) not required by
laws referred to in Section 14.1, (ii) not replacements or
substitutions of existing parts or equipment rather than
additions thereto, and (iii) readily removable without material
damage thereto and without diminishing the value of or impairing
the originally intended function or use of, such Unit
(hereinafter called "Temporary Alterations")), and ownership of
such accessions (except as aforesaid) free of any lien, charge,
security interest or encumbrance shall immediately be vested in
the Lessor. The Lessor and the Lessee recognize that Temporary
Alterations may be made to any of the Units and may be owned by
the Lessee and with the prior written consent of the Lessor
(such consent not to be unreasonably withheld) may be financed
by persons other than the Lessee. Upon termination of this _
Lease, the Lessee may, and, at the request of the Lessor, shall
at the Lessee's sole cost and expense, remove the Temporary
Alterations from the Units and shall restore the Units to
satisfactory operating condition and to their original physical
condition at the time of delivery thereof to the Lessee
hereunder, ordinary wear and tear excepted. Ownership of any
Temporary Alterations not so removed by the Lessee shall pass to
and vest in the Lessor.

10.3 The Lessor shall have the right (but no obligation),
upon reasonable notice to the Lessee and at the Lessor's sole
cost and expense, by its authorized representatives, to inspect
the Units at all reasonable times at such location or locations
designated by the Lessee, to view the state and condition of the
Units and to confirm to the Lessor the existence and proper
maintenance thereof during the continuance of this Lease:;
provided, however, that the Lessee shall not be liable, except
in the case of gross negligence of the Lessee or of its
employees or agents, for any damage, injury to, or the death of
any persons exercising on behalf of the Lessor or any
prospective assignee of the Lessor, the rights of inspection
granted hereunder.

ARTICLE XI

FINANCIAL AND OTHER REPORTS

11.1 The Lessee will furnish to the Lessor, on the later of
(1) 90 days after the end of each fiscal year, or (ii) within 30
days of the tabling in the House of Commons of Canada of its
annual report, a statement of profit and loss and of surplus for
each fiscal year, and a balance sheet as at the end of such
year, all in reasonable detail together with the report and
opinion of a firm of independent chartered accountants.

W
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11.2 On or before April 1st in each calendar year during
the Term, the Lessee will cause to be furnished to the Lessor in
such number of counterparts or copies as may reasonably be
requested an accurate statement signed by a responsible officer
of the Lessee, as of the preceding December 31,

(i) showing the amount, description and numbers of the
Units then leased hereunder and such other information regarding
the condition and state of repair of the Units as the Lessor may
reasonably request, and

(ii) stating that, in the case of all Units repainted or
repaired during the period covered by such statement, the
markings required by Article IV have been preserved or replaced.

11.3 The Lessee agrees to prepare and deliver to the Lessor
within a reasonable time prior to the required date of filing
(or, to the extent permissible, file on behalf of the Lessor)
any and all reports to be filed by the Lessor with any Federal,
provincial, state or other regulatory authority by reason of the
interest of the Lessor in the Units or the leasing thereof to
the Lessee.

ARTICLE XII

INDEMNIFICATION

12.1 The Lessee agrees to indemnify and save harmless the
Lessor against any charge or claim made against the Lessor, and
against any expense, loss or liability (including but not
limited to solicitors' fees and expenses, patent liabilities,
penalties and interest) which the Lessor may incur in any manner
by reason of entering into or of the performance of this Lease
or by reason of the ownership of any Unit, or which may arise in
any manner out of or as the result of the ordering, acquisition,
use, operation, maintenance, condition, purchase, delivery,
transhipment, rejection, storage or return of any Unit under
this Lease or the occurrence of any Event of Default hereunder
or any event which with the giving of notice, or lapse of time,
or both, would become an Event of Default. The Lessee further
agrees to indemnify and save harmless the Lessor against any
charge, claim, expense, loss or liability on account of any
accident in connection with the operation, use, condition,
possession or storage of any Unit resulting in damage to
property or injury or death to any person; provided, however,
that the Lessee shall not be required to indemnify the Lessor
under this Article XII for negligence on the part of the Lessor,
its employees and agents. The indemnities arising under this

AP
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Article XII shall survive payment of all other obligations under
this Lease, the sale, assignment, transfer or other disposition
of this Lease or any of the Units by the Lessor, and the
termination of this Lease. Anything herein to the contrary
notwithstanding, the Lessee shall not be obligated to indemnify
under this Article XII in respect of any charge, claim, expense,
loss or liability attributable to an event occurring with
respect to a Unit after such Unit shall have been assembled,
delivered, stored and transported to the Lessor pursuant to the
provisions hereof; provided, however, that such charge, claim,
expense, loss or liability does not arise as a result of
mechanical defects of such Unit which existed at the time such
Unit was so returned or at the time this Lease with respect to
such Unit terminated. In case any action, suit or proceeding is
brought against the Lessor in connection with any claim
indemnified against hereunder, the Lessee may, and upon the
request of the Lessor shall, at the Lessee's expense, resist and
defend such action, suit or proceeding, or cause the same to be
resisted or defended by counsel selected by the Lessee and
acceptable to the Lessor and, in the event of any failure by the
Lessee to do so, the Lessee shall pay all costs and expenses
(including, without limitation, solicitors' fees and expenses)
as incurred by the Lessor in connection with such action, suit
or proceeding.

12.2 Upon the payment in full of any indemnities as
contained in this Article XII by the Lessee, and provided that
no Event of Default (or other event which with lapse of time or
notice, or both, would constitute an Event of Default) shall
have occurred and be continuing, (i) the Lessee shall be
subrogated to any right of the Lessor in respect of the matters
against which indemnity has been given and (ii) any payments
received by the Lessor from any person (except the Lessee) as a
result of any matter with respect to which the Lessor has been
indemnified by the Lessee pursuant to this Article XII shall be
paid over to the Lessee to the extent necessary to reimburse the
Lessee for indemnification payments previously made in respect
of such matter.

ARTICLE XIII
INSURANCE
13.1 The Lessee shall, at all times prior to the return of

the Units to the Lessor in accordance with the terms of this
Lease and during any storage period, at its own expense, cause
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to be carried and maintained public liability and property
damage insurance in respect of the Units against the risks and
in the amounts, if any, insured against by the Lessee in respect
of similar equipment owned or leased by it. Notwithstanding
anything to the contrary in this Section 13.1, the Lessee shall
be permitted to provide for self insurance.

ARTICLE XIV

ADDITIONAL COVENANTS OF THE LESSEE

14.1 The Lessee shall comply in all respects with all laws
of the jurisdictions in which the Units may be operated and the
Lessee shall and does hereby indemnify the Lessor and agrees to
hold the Lessor harmless from and against any and all liability
that may arise from any infringement or violation of any such
laws by the Lessee or any sublessee, or their employees, or any.
other person. In the event that such laws require alteration of
the Units or in case any equipment or appliance on any such Unit
shall be required to be changed or replaced, or in any case any
additional or other equipment or appliance is required to be
installed on such Unit in order to comply with such laws, the
Lessee agrees to make such alterations, changes, additions and
replacements at its own expense; and the Lessee agrees at its
own expense to use, maintain and operate such Unit in full
compliance with such laws, so long as it is subject to this
Lease; provided, however, that the Lessee may, in good faith,
contest with due diligence by appropriate legal proceedings the
validity or application of any such law in any reasonable manner
which does not, in the opinion of the Lessor, adversely affect
the property rights of the Lessor hereunder.

ARTICLE XV

DEFAULT AND ENFORCEMENT

15.1 If during the continuance of this Lease, one or more
of the following events (hereinafter sometimes called "Events of
Default®”) shall occur:

(1) default shall be made in the payment of any part of
the Rental provided herein or any payment in respect of Casualty
Occurrences and such default shall continue for a period of five
(5) Banking Days after written notice from the Lessor;

(ii) the Lessee shall make or permit any unauthorized
assignment or transfer of this Lease, or sublease of any of the
Units:;
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(1ii) default shall be made in the observance or performance
of any other of the covenants, conditions and agreements on the
part of the Lessee contained herein and such default shall
continue for 30 days after written notice from the Lessor
specifying the default and demanding that the same be remedied;

(iv) the Lessee shall file any petition or commence any
proceedings under any bankruptcy, reorganization, insolvency or
.moratorium law for the relief of debtors:;

(v) any proceedings shall be commenced against the Lessee
by way of a scheme of arrangement under the Railway Act (Canada)
or for any relief under bankruptcy or insolvency laws, or laws
relating to the relief of debtors, readjustments of
indebtedness, reorganizations, arrangements, compositions or
extensions (other than a law which does not permit any
readjustment of the obligations of the Lessee hereunder) and,
unless such proceedings shall have been dismissed, nullified,
stayed or otherwise rendered ineffective (but then only so long
as such stay shall continue in force or such ineffectiveness
shall continue), all the obligations of the Lessee under this
Lease shall not have been duly assumed in writing, pursuant to a
court order or judgment or decree, by a trustee or trustees or
receiver or receivers appointed for the Lessee or for the
property of the Lessee in connection with any such proceedings
in such manner that such obligations shall have the same status
as obligations incurred by such a trustee or trustees or
receiver or receivers, within thirty (30) days after such
appointment, if any, or sixty (60) days after such proceedings
shall have been commenced, whichever shall be earlier;

(vi) appointment of any receiver to take possession of all
or a substantial portion of the Lessee's properties not set
aside within thirty (30) days:

(vii) the Lessee shall default, as such term is defined
therein, under any other agreement (of-any kind whatsoever,
including any other lease agreements) it may have with the
Lessor whether such agreement now exists or shall hereafter be
created and such default shall result in moneys being declared
due and payable to the Lessor which would not otherwise be due
and payable at that time and such declaration shall not be
rescinded or annulled within a period of thirty days after the
Lessee has been given notice of such default by the Lessor,

then, in any such case, the Lessor, at its option may:

(a) proceed by appropriate court action or actions either
at law or in equity, to enforce performance by the Lessee of the
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applicable covenants of this Lease or to recover damages for the
breach thereof; or

(b) by notice in writing to the Lessee terminate this
Lease, whereupon all rights of the Lessee to the use of the
Units shall absolutely cease and terminate as though this Lease
had never been made, but the Lessee shall remain liable as
hereinafter provided; and thereupon the Lessor may by its agents
enter upon the premises of the Lessee or other premises where
any of the Units may be and take possession of all or any of
such Units and thenceforth hold, possess, enjoy, sell, lease or
otherwise dispose of the same in such manner as the Lessor may
determine free from any right of the Lessee, or its successors
or assigns, to use the Units for any purposes whatever and
without any duty to account to the Lessee in respect thereof,
but the Lessor shall, nevertheless, have a right to recover from
the Lessee any and all amounts which under the terms of this
Lease may be then due or which may have accrued to the date of
such termination (computing the Rental for any number of days
less than a full Period by multiplying the Rental for such full
Period by a fraction of which the numerator is such number of
days and the denominator is the total number of days in such
full Period) and also to recover forthwith from the Lessee (1)
as liquidated damages for loss of the bargain and not as a
penalty, a sum, with respect to all Units, which equals the
Stipulated Loss Value of all the Units as of the rental payment
date next preceding the date of termination of this Lease, and
(ii) any other damages and expenses, including, without
limitation, reasonable solicitors' fees, in addition thereto
which the Lessor shall have sustained by reason of the breach of
any covenant or covenants of this Lease. Notwithstanding
anything to the contrary contained in this clause (b), it is
understood and agreed that upon and/or after payment of the
amount to be paid by Lessee to Lessor under subclauses (i) and
(ii) of this clause (b) Lessor shall refund to Lessee the net
amount received by Lessor, such refunded amount not to exceed
the amount paid by Lessee to Lessor under subclause (i) of this
clause, on any sale, lease or disposition of the Units after
deducting all costs and expenses including any legal fees and
income and/or other taxes incurred in connection therewith.

15.2 The remedies in this Lease provided in favour of the
Lessor shall not be deemed exclusive, but shall be cumulative,
and shall be in addition to all other remedies in its favour
existing at law or in equity. The Lessee hereby waives, to the
fullest extent permitted by applicable law, all rights (other
than those expressly provided for herein) now or hereafter
conferred upon it by statute or otherwise to terminate or
surrender this Lease or the Units or to any abatement,
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suspension, deferment, diminution or reduction of the Rental
payments. g

15.3 The failure of the Lessor to exercise the rights
granted it hereunder upon the occurrence of any of the
contingencies set forth herein shall not constitute a waiver of
any such right upon the continuation or recurrence of any such
contingencies and a waiver on one occasion shall not constitute
a waiver of any such right as to any other occasion.

ARTICLE XVI

ASSIGNMENT; POSSESSION AND USE

16.1 Subject to compliance with the provisions of Section
8.2, the Lessor shall have the absolute right to sell, transfer
or assign to any person, firm, corporation or other entity
resident in Canada any or all of its rights, obligations,
benefits and interests under, in and to this Lease or any Unit.
However, the Lessee shall be under no obligation to any assignee
of this Lease except upon written notice of such assignment.
All the rights of the Lessor hereunder shall enure to the
benefit of the Lessor's assigns. Whenever the Lessor is
referred to in this Lease, it shall apply and refer to each
assignee of the Lessor.

16.2 So long as an Event of Default shall not have occurred
and then be continuing under this Lease, the Lessee shall be
entitled to the quiet enjoyment, possession and use of the Units
in accordance with the terms of this Lease, but, except as
otherwise expressly provided herein, the Lessee shall not
without the prior written consent of the Lessor assign or
transfer its leasehold interest under this Lease in the Units or
any of them (except to the extent that the provisions of any
mortgage now or hereafter created on any property of the Lessee
may subject the Lessee's leasehold interest to the lien
thereof). In addition, the Lessee, at its own expense, will
promptly cause to be duly discharged any lien, charge, security
interest or other encumbrance (other than an encumbrance
resulting from claims against the Lessor not related to the
ownership of the Units or to the extent that the provisions of
any mortgage now or hereafter created on any property of the
Lessee may subject the Lessee's leasehold interest to the lien
thereof) which may at any time be imposed on or with respect to
any Unit including any accession thereto or the interests of the
Lessor or the Lessee therein. The Lessee shall not, without the
prior written consent of the Lessor, part with the possession or
control of, or suffer or allow to pass out of its possession or

V. o
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control, any of the Units, except to the extent permitted by the
provisions hereof.

16.3 Nothing in this Article XVI shall be deemed to
restrict the right of the Lessee (i) to assign or transfer its
leasehold interest under this Lease in the Units or possession
of the Units to any company incorporated under the laws of
Canada (which shall have duly assumed the obligations of the
Lessee hereunder) into or with which the Lessee shall have
become amalgamated, merged or consolidated and which shall have
acquired the property of the Lessee as an entirety or
substantially as an entirety; or (ii) without the prior written
consent of the Lessor to sublease any Unit to any party for a
period (including renewals) not exceeding one year: or (iii) to
sublease any Unit to any party for a period (including renewals)
of more than one year with the prior written consent of the
Lessor, such consent not to be unreasonably withheld, and such
consent is hereby given with respect to any sublease by the
Lessee to an affiliated or subsidiary corporation incorporated
in the United States or Canada. No such sublease shall relieve
the Lessee of any liability or obligation hereunder which shall
be and remain that of a principal and not a surety.

ARTICLE XVII

PURCHASE OPTIONS

17.1 The Lessee shall be entitled to exercise the purchase
options, if any, described in Schedule F hereto, subject to the
terms and conditions thereof.

ARTICLE XVIII

RETURN OF UNITS

18.1 As soon as practicable on or after the expiration of
the Term, the Lessee shall (unless the Units are sold to the
Lessee or shall have suffered a Casualty Occurrence), at its own
cost and expense, at the request of the Lessor, assemble and
deliver possession of any Units to the Lessor at such location
on property of the Lessee in Canada as the Lessor may reasonably
designate and permit the Lessor to store the Units for a period
not exceeding 90 days. During any such storage period the
Lessee shall permit the Lessor or any person designated by it,
including the authorized representative or representatives of
any prospective purchaser, lessee or user of any Unit, to
inspect the same; provided, however, that the Lessee shall not

~
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be liable, except in the case of gross negligence of the Lessee
or of its employees or agents, for any injury to, or the death
of, any person exercising either on behalf of the Lessor or any
prospective purchaser, lessee or user, the rights of inspection
granted under this Section 18.1. The assembling, delivery,
storage and transportation of the Units as hereinabove provided
are of the essence of this Lease, and upon application to any
court having jurisdiction in the premises, the Lessor shall be
entitled to a judgment, order or decree against the Lessee
requiring specific performance of the covenants of the Lessee so
to assemble, deliver, store and transport the Units. Each Unit
returned to the Lessor pursuant to this Section 18.1 shall be in
the return condition specified in Schedule E hereto.

18.2 If this Lease shall terminate pursuant to Section
15.1, the Lessee shall forthwith deliver possession of the Units
to the Lessor, and the provisions of Section 18.1 shall apply in
all respects, except that the period of storage to be provided
by the Lessee at the Lessee's sole cost, expense and risk shall
extend until the date all such Units have been sold, leased or
otherwise disposed of by the Lessor. Without in any way
limiting the obligation of the Lessee under the foregoing
provisions hereof, the Lessee hereby irrevocably appoints the
Lessor as its agent and attorney, with full power and authority,
at any time while the Lessee is obligated to deliver possession
of any Unit to the Lessor, to demand and take possession of such
Unit in the name and on behalf of the Lessee from whomsoever
shall be at the time in possession of such Unit.

ARTICLE XIX

INCOME TAX REPRESENTATIONS AND INDEMNITY

19.1 The Lessee hereby makes the income tax representations
and warranties set forth in Schedule G hereto and agrees to
indemnify the Lessor as provided therein.

ARTICLE XX

MILEAGE ALLOWANCE: SUBROGATION

20.1 Provided that no Event of Default has occurred
hereunder and is continuing, the Lessee shall be entitled to (i)
all mileage allowances and other similar moneys payable by
reason of the use of the Units, and any such mileage allowances
or other similar moneys received by the Lessor shall be
forthwith remitted to the Lessee, and (i1i) the proceeds of any
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claim or right of the Lessor or the Lessee against third persons
for injury, damage or loss with respect to any Unit or the use
or operation thereof, and the Lessee shall be subrogated to the
extent of the Lessee's interest to all the Lessor's rights of
recovery therefor against any other person, firm or corporation.
The Lessor hereby authorizes the Lessee to make settlement of,
receive payment and receipt for any and all such claims on
behalf of the Lessor, and the Lessor agrees to execute and
deliver from time to time such instruments and do such other
acts and things as may be necessary or appropriate more fully to
evidence the Lessee's authority and/or to vest in the Lessee
such proceeds to the extent of the Lessee's interest therein or
to effect such subrogation; and in the event of any loss, damage
or destruction in respect of which the Lessee is entitled to
proceeds or subrogation as aforesaid, the Lessor shall refrain
from doing any act or executing any instrument which would
prejudice the right of the Lessee to such proceeds or to such
subrogation.

ARTICLE XXI

FURTHER ASSURANCES

21.1 The Lessee covenants and agrees from time to time at
its expense to do all acts and execute all such instruments of
further assurance as it shall be reasonably requested by the
Lessor to do or execute for the purpose of fully carrying out
and effectuating this Lease and the intent hereof.

ARTICLE XXII

INTEREST ON ARREARS

22.1 Anything to the contrary herein contained
‘notwithstanding, any Arrears shall bear interest at a rate per
annum equal to the rate set out in Schedule B hereto for the
period of time during which they are overdue and shall be
payable on demand.

ARTICLE XXIII
NOTICES
23.1 Any notice or other communication to a party under the

provisions of this Lease shall be in writing and may be
delivered personally or sent by prepaid mail, telex or

-
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telecopier to the following mailing, telex or telecopier
address, as applicable:

(1) to the Lessor,

SLX Canada Inc.

1500 Bow Valley Square 1V
250 6th Avenue S.W.

Calgary, Alberta

T2P 3H7

Attention: President

Telex: 03-825570 (WCBC CGY)
Telecopier: (403) 264-1262

and to:

Bennett Jones Verchere

4500 Bankers Hall East

855-2nd Avenue S.W.

Calgary, Alberta

T2P 4K7

Attention: Mr. Peter A. Williams
Telex: 03824524

Telecopier: (403) 265-7219

(2) to the Lessee,

Canadian National Railway Company
935 de la Gauchetiere St. West
Montreal, Quebec

H3B 2M9

Attention: Treasurer

Telecopier: (514) 399-8038,

Any such notice or other communication if personally delivered
or mailed or telecopied, shall be deemed to have been given when
received and, if telexed and the appropriate answerback
received, shall be deemed received at the time that the
answerback is received. Any party may from time to time notify
the other in writing of a change of mailing, telex or telecopier
address in the manner set forth herein which thereafter, until
changed by like notice, shall be the address of that party for
all purposes of this Lease.
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ARTICLE XXIV

SEVERABILITY; EFFECT AND MODIFICATION OF LEASE

24.1 Any provision of this Lease which is prohibited or
unenforceable in any jurisdiction, shall be, as to such
jurisdiction, ineffective to the extent of such prohibition or
unenforceability without invalidating the remaining provisions
hereof, and any such prohibition or unenforceability in any
jurisdiction shall not invalidate or render unenforceable such
provision in any other jurisdiction.

24.2 This Lease exclusively and completely states the
rights of the Lessor and the Lessee with respect to the leasing
of the Units and supersedes all other agreements, oral or
written with respect to the leasing of the Units. No variation
or modification of this Lease and no waiver of any of its
provisions or conditions shall be valid unless in writing and
signed by duly authorized officers of the parties hereto.

ARTICLE XXV

EXECUTION AND COUNTERPARTS

25.1 This Lease may be executed in several counterparts,
each of which so executed shall be deemed to be an original, and
in such case such counterparts together shall constitute but one
and the same instrument.

ARTICLE XXVI

GOVERNING LAW AND JURISDICTION

26.1 This Lease shall be construed in accordance with the
laws of the Province of Ontario and the laws of Canada
applicable therein. With respect to any suit, action or
proceedings relating to this Lease, each of the parties hereby
irrevocably submits to the non-exclusive jurisdiction of the
courts of Ontario.

ARTICLE XXVII

EFFECTIVE DATE

27.1 This Lease and the obligations of the parties hereto
shall be effective as and from the date first above written.
2D
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IN WITNESS WHEREOF, the parties hereto, each pursua=zt
to due corporate authority, have caused these presents to be
signed in their respective corporate names by duly authorized
officers and their respective corporate seals to be hereunto
affixed, as of the date first above written.

RJP“NEWLEA31:VWBANK3

SLX CANADA INC.

By %\"—N c/s

Name: Bruce C. Barker
Title: Director

and by

Name:
Title:

CANADIAN NATIONAL RAILWAY
COMPANY

By /Z/!O” /(WC/S

:  Senior Vice-President &
TLtle: Chief Fma | Officer

and by /, /7 i /%1/&/ % 2Pty

Name: m:smonﬁramovw
Title ASSISTANT SECRETARY

b enly
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TYPE

Hopper Cars

DESCRIPTION OF UNITS

SCHEDULE A

SPECIFICATION

100~ton 4350 cu. ft.
Steel Covered Hopper
Cars

BUILDER

Hawker Siddeley
Canada Ltd.,
Trenton, N.S.
Built in 1970

IDENTIFICATION QUAN-

NUMBERS TITY UNIT PRICE
CN 377049 704 Cdns
CN 377197 equivalent
CN 377250 of U.S.
CN 377254 - 256 $16,000
CN 377258 - 263
CN 377265 - 266
CN 377268 - 281
CN 377283 - 325
CN 377327 - 331
CN 377333 - 347
CN 377349 - 373
CN 377375 - 388
CN 377390 - 395
CN 377397 - 412
CN 377414 - 426
CN 377428 -~ 537
CN 377539 - 568
CN 377570 - 601
CN 377603 - 607
CN 377609 - 615
CN 377617 - 624
CN 377627 - 659
CN 377661 - 685
CN 377687 - 690
CN 377692 - 696
CN 377698 - 712
CN 377714 - 718
CN 377720 - 722
CN 377724 - 728
CN 377730 - 739



TYPE

Box Cars

SPECIFICATION

70-ton 50'6"
Box Cars

BUILDER

National Steel
Car. Built in
1974

IDENTIFICATION QUAN-

NUMBERS TITY UNIT PRICE
CN 377741 - 744
CN 377748 - 764
CN 377766 - 801
CN 377803
CN 377805 - 813
CN 377815 - 830
CN 377832 - 847
CN 377849 - 854
CN 377856 - 870
CN 377872 878
CN 377880 - 912
CN 377914 -~ 950
CN 377952 - 958
CN 377960 - 990
CN 377992 - 995
CN 377997 - 999
CN 410100 -~ 115 298 Cdn. §
CN 410117 -~ 123 equivalent
CN 410125 - 126 of U.S.
CN 410128 - 135 $16, 250
CN 410137 - 213
CN 410215 - 220
CN 410222 - 239
CN 410241 - 249
CN 411424
CN 411741 - 800
- ~a -
ch 411602 - Bod
CN 411806 - 835
CN 411837 - 875
CN 411877 - 880
CN 411882 - 899



TYPE

Hopper Cars

Gondola Cars

Gondola Cars

RIJPUNITDES1:VW

SPECIFICATION

100-ton
Steel Covered
Hopper Cars

100~-ton Gondola
Coal Cars

100-ton Gondola
Cars

BUILDER

National Steel
Car. Built in
1974

Hawker Siddeley
Canada. Built in
1974.

Hawker Siddeley
Built in 1974-1975

IDENTIFICATION QUAN-
NUMBERS TITY UNIT PRICE

CN 371600 - 633 99 Cdn. $

CN 371635 - 669 equivalent

CN 371671 - 694 of U.S.

CN 371696 - 701 $14, 200

CN 199290 - 293 4 Cdn.$
equivalent
of U.S.
$14,750

CN 137550 - 551 29 Cdn.S

CN 137553 - 560 equivalent

CN 137700 - 701 of U.S.

CN 137703 $14,750

CN 137807 - 814

CN 137817 - 820

CN 137823

CN 137825 - 826

CN 188100



LEASE RATE:

SCHEDULE B

LEASE PARTICULARS

If no notice establishing an
Interim Fixed Rate Conversion
Date (as hereinafter described)
has been given, then until the
earlier of, (i) April 1, 1992,
and (ii) a date specified by the
Lessee upon not less than 15
days notice to the Lessor (the
"Fixed Rate Conversion Date"),
the Lease Rate shall be equal to
the aggregate of, (1) 1.375%,
and (ii) the BA Rate (as defined
herein) applicable to a period
to maturity equal to the term
specified by the Lessee on the
Rental Commencement Date and on
each successive rollover date (a
"Rollover Date") provided that
the last Rollover Date shall be
the earlier of April 1, 1992 and
the Fixed Rate Conversion Date,
such rate to be determined as at
the Rental Commencement Date or
such Rollover Date and
compounded on each Rollover
Date.

Where:

"BA Rate" means the rate of
interest per annum determined by
the Canadian Imperial Bank of
Commerce (the "Bank") to be
equal to the effective rate of
interest borne by bankers'
acceptances issued by customers
of the Bank (and accepted by the
Bank) in an aggregate principal
amount approximately equal to
$20 million.

If no notice establishing an
Interim Fixed Rate Conversion
Date has been given, then on the
Fixed Rate Conversion Date the

AP



RENTAL COMMENCEMENT
DATE:

INTEREST RATE ON ARREARS:

LEASE TERMINATION DATE:

INTERIM RENTAL:

Lease Fzte=2 shall be fixed for
the remaizning term of the Lease
and deterrmined in the manner
provided :-for in the commitment
to lease -term sheet between the
Lessor anai the Lessee dated
November .18, 1990.

April I, 51991
Lease Rate= + 1%

April I, 22001 or such earlier
date as tkais Lease is terminated
pursuact <to the provisions
hereof.

Until the earlier of (i) a date
specifiad by the Lessee upon not
less ttan 15 days notice to the
Lessor (tkne "Interim Fixed Rate
Conversionn Date”) and (1ii)
April 1, 11991, if, for any Unit,
the Lezse Commencement Date is
prior t© tthe Rental Commencement
Date, the Lessee shall pay to
the Lessor- on a date specified
by the Lesssee on that Lease
Commencemeant Date and on each
date spec:zified by the Lessee
thereafter—- (each such date is
referred tto as an "Interim
Rollover CDate"™) an interim
rental payvment for that Unit in
an amownat equal to 1/365 of the
aggregate of (i) 1.375%, and
(ii) the E3A Rate applicable to a
period commmencing on and
includiag the immediately
preceedingz Interim Rollover Date
and endingz on but excluding the
next Ircter—im Rollover Date,
provided, that the first period
shall commeence on that Lease
Commenceme=nt Date and the last
period shaall end on the earlier
of the Intrerim Fixed Rate

M



CASUALTY NOTICE DATE:

CASUALTY PAYMENT DATE:

REGISTRATIONS:

Conversion Date and April 1,
1991, and provided further that
no such period shall be less
than 7 days or greater than 180
days, such rate to be determined
as at that Lease Commencement
Date or such Interim Rollover
Date as applicable, multiplied
by the Unit Price and by the
number of days comprising the
applicable period, calculated
daily.

On the Interim Fixed Rate
Conversion Date, the interim
rental rate and the Lease Rate
shall be fixed for the remaining
term of the Lease and determined
in the manner provided for in
the commitment to lease term
sheet between the Lessor and the
Lessee dated November 18, 1990.

All interim rental payments are
exclusive of Rental.

January 30 in each year during
the term of this Lease.

April 1 in each year during the
term of this Lease.

subject to the Lessor providing
the Lessee with the appropriate
information, the Lessee shall
cause each Unit to be registered
in the Official Railway
Equipment Register and in the
Universal Machine Language
Equipment Register (UMLER), and
any change therein must be
mutually agreed by the parties.
The Lessee shall maintain such
records as shall be required
from time to time by any
applicable regulatory agency or
any AAR railroad interchange
agreement or rule. The Lessee
shall, at its own expense, cause

A50



this Lease and any assignment
hereof to be filed and recorded
with the Interstate Commerce
Commission in accordance with 49
U.S5.C. Section 11303 and
depositad with the Registrar
General of Canada (with notice
of such deposit to be given
forthwith in the Canada Gazette)
pursuant to Section 90 of the
Railway Act of Canada.



SCHEDULE -B TO LEASE #31

(Coontinued)
RENTAL:
Rental Payment
based on

Rental Peercentage of aggregate Unit
Payment Payment Unit Price Price as per
Number Date of each Unit Schedule A
1 01-0Oct-92 To be determined in
2 0l1-Apr-93 the manner provided
3 01-0ct-93 for in the commitment
4 01-Apr-94 to lease term sheet
5 01-0Oct-94 between the Lessor
6 01-Apr-95 and the Lessee dated
7 01-0Oct-95 November 18, 1990.
8 01-Apr-96
9 01-0ct-96
10 O1-Apr-97
11 01-0ct-97
12 Ol1-Apr-98
13 01-0ct-98
14 01-Apr-99
15 01-0ct-99
16 01-Apr-2000
17 01-0ct-2000
18 01-Apr-2001

In the event that no notice -establishing an Interim Fixed Rate
Conversion Date has been giveen, the Rentals in this schedule
shall be fixed on April 1, 11991 based on a lease rate (the
"Initial Lease Rate") equal —to 12.43% per annum and shall be
subject to adjustment as proovided herein and the Lessor shall
deliver to the Lessee a revirsed copy of this schedule on or
before April 1, 1991.

Method of Payment: Lessese shall pay the above amounts to
the Lezessor on the corresponding Rental
Payme=nt Date in same day funds.

AP



SCHEDULE B TO LEASE #31
(Continued)

RENTAL PAYMENT ADJUSTMENT

Bl. On or before the later of, (i) 10 days prior to an
Adjustment Date, and (ii) the last Rollover Date prior to such
Adjustment Date, the Lessor shall prepare and send to the Lessee
an adjustment account specifying the Adjustment Amount, as
calculated in the manner set forth herein, applicable to the
Rental due on the Adjustment Date. On or before 15 days prior
to the Interim Fixed Rate Conversion Date or the Fixed Rate
Conversion Date, as the case may be, the Lessor shall prepare
and send to the Lessee a revised Schedule B showing the Rentals
for the remainder of the Lease.

B2. Each adjustment account shall specify the Lease Rate
up to the next Adjustment Date, the Initial Rate Balance and the
Adjustment Amount calculated in respect of the Adjustment Date,
and on the applicable Adjustment Date if the Adjustment Amount
is:

a) positive, the Lessee shall pay to the Lessor such
amount on the Adjustment Date; or

b) negative, the Lessee shall deduct such amount from
the Rental due on the Adjustment Date.

Where:

"Adjustment Amount"” means for any Adjustment Date an amount
which when added to the Initial Rate Balance for that Adjustment
Date (such sum being hereinafter referred to as the "Variable
Rate Balance") results in the present value of the Variable Rate
Balance and any previous Rentals (together with Adjustment
Amounts applicable to such Rentals) being equal to the aggregate
of the Unit Prices for all Units, where the present value is
calculated by discounting each such amount from the Adjustment
Date to the Rental Commencement Date (or in the case of Rentals,
from the date of such payment to the Rental Commencement Date)
at a discount rate equal to the Lease Rate or Lease Rates in
effect throughout such period;

*"Adjustment Date" means October 1, 1991 or April 1, 1992 as
the case may be:; and
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"Initial Rate Balance" means the sum in the Adjustment
Account representing the present value of all remaining Rentals,
including the Rental due on the applicable Adjustment Date, and
the aggregate Option Price (each as determined at the Initial
Lease Rate), calculated by discounting each amount to the
applicable Adjustment Date using a discount rate equal to the
Initial Lease Rate.

B3. On or before 15 days prior to the earlier of the
Interim Fixed Rate Conversion Date, if any, and the Fixed Rate
Conversion Date, the Lessor shall prepare and send to the Lessee
a revised Schedule D hereto reflecting the Lease Rate and
amounts sufficient to maintain the Lessor's yield inherent in
the transaction at the inception of the Lease.

: y
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SCHEDULE C

CCERTIFICATE OF ACCEPTANCE

To: SLX Canada Izc.. (Lessor)
1500 Bow Valley~ Square IV
250 6th Averme S.W.
Calgary, Albertrta
T2P 3H7
Attention: #Presesident
Telex: 03-8233770 (WCBC CGY)
Telecopier: (4CJ33) 264-1262

The undersigned, a cduly authorized officer of Canadian National
Railway Company (the= "Lessee"), under Lease made as of November
30, 1990, with Lesscor, does hereby certify that:

Under authority- of Lessee, I have accepted the units of
equipment speczified in Schedule A hereto attached and made
a part hereof ((Units), as conforming in all respects to the
terms and proviisions of the said Lease.

Under authority> of Lessee, I further certify that by virtue
of my said acceeptance of said Units the same have, on the
date stated, ccome under lease to Lessee pursuant to the
terms and pruviisions of said Lease.

Authorized Inspector



SCHEDULE D

STIPULATED LOSS VALUE

Date 3

Ol-Apr-91 To be agreed upon prior
to the Interim Fixed Rate

01-Apr-92 Conversion Date, if any,
and the Fixed Rate

01-Apr-93 Conversion Date in
accordance with the

O01-Apr-94 commitment to lease term
sheet dated November 18,

01-Apr-95 1990.

01-Apr-96

01-Apr-97

0l1-Apr-98

01-Apr-99

01-Apr-2000

01-Apr-2001

The Stipulated Loss Value shall be calculated as the
applicable percentage of the "Unit Price" referred to in
Schedule "A".



SCHEDULE E
MAINTENANCE AND REPAIR STANDARDS;
RETURN CONDITION

Maintenance and Repair Standards

(1)

Railcars

Each railcar Unit shall be maintained and repaired to
a standard at least equal to that of the remainder of
the fleet of railcars of similar age and type
maintained by the Lessee, and, at a minimum, in
accordance with the A.A.R. Interchange Rules and rules
of the National Transportation Agency and other
Canadian governmental authorities having jurisdiction
with respect thereto.

Return Condition

(1)

Railcars

Each railcar Unit returned to the Lessor shall be in a
condition at lease equal to that of the remainder of
the fleet of railcars of similar age and type
maintained by the Lessee, and in at least as good
operating order, repair and condition as when
originally delivered to the Lessee, ordinary wear and
tear excepted, and, at a minimum, in accordance with
the A.A.R. Interchange Rules and the rules of the
National Transportation Agency and other Canadian
governmental authorities having jurisdiction with
respect thereto.

o o- -
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SCHEDULE F

PURCHASE OPTIONS

Purchase Ovptions

B.1 “Provided that this Lease has not been earlier
terminazed. and no Event of Default has occurred and is then
continu:ng., the Lessee may, by not less than 180 days prior
written noTtice, irrevocably elect to purchase all but not less
than al. ozf the Units then covered by this Lease on April 1,
2001 for tthe applicable Option Price.

B.2 In the event the Lessee elects to purchase all of the
Units, tpoon payment of the applicable Option Price, the Lessor
shall ugon request of the Lessee deliver to or upon the order of
the Lessee- a bill of sale (without recourse, representations or
warrant:-es;) substantially in the form of Schedule H hereto for
such Units: executed by the Lessor and such other documents as
may reasonaably be required in order to transfer to the Lessee
title tc ssuch Units free and clear of all liens, security
interests .and other encumbrances created by or arising through
the Lessor-.

B.3 For the purpose of this Schedule F the following terms
have the fzollowing meanings:

"Fair— Market Value" means with respect to any Unit an
amount ceteermined on the basis of, and equal in amount to, the
value wticch would have been obtained in an arm's length
transactioon between an informed and willing buyer-user (other
than (i a lessee currently in possession or (ii) a used
equipme=t dealer) and an informed and willing seller under no
compuls:on. to sell and in such determination, cost of removal
from the lcocation of current use shall not be deducted from such
value; proosvided, however, there shall be excluded any value
attribuzabale to Temporary Alterations made by the Lessee
pursuant tro the provisions hereof.

"Optiron Price" means with respect to April 1, 2001, an
amount equaal to 35.4% of the Unit Price for each Unit set forth
in Schedulee A hereto which is then subject to this Lease, which
amount :tas- been determined by the parties at the inception of
this Leazse- to be the expected Fair Market Value of each Unit on
such dacze.



1. The

(a)

(b)

(c)

(d)

SCHEDULE G

TAX REPRESENTATIONS, WARRANTIES AND INDEMNITY

Lessee hereby represents and warrants to the Lessor:
that the Units are depreciable property and that:

(1) a corporation described in subsection (16)(a) of
Regulation 1100 under the Income Tax Act (Canada)
that owns the Units shall be entitled to deduct
from its income for the purposes of the Income
Tax Act (Canada) and the regqulations thereunder
(the "Act" and the "Regulations" respectively)
capital cost allowance in each year during the
Term on the basis that the Units qualify as Class
35 assets (or any analogous subsequent
designation) pursuant to the Act;

(ii) a corporation that carries on business and that
owns the Units but is not of the type described
in paragraph (16)(a) of Regulation 1100 under the
Act shall be entitled to a capital cost allowance
with respect to the Units computed at the rate
applicable for Class 35 assets (or any analogous
subsequent designation) against its net income
from renting "leasing properties" as provided in
subsection 1100(15) of the Regulations computed
before deducting capital cost allowances; and

that the Lessee will not, by an act of commission or
omission, effect any change in the nature or use and
purpose of the Units which would or could directly or
indirectly cause the deductions referred to in (a)
above to decrease or be eliminated:;

that the Unit Price (as set out in Schedule A) paid by
the Lessor for the Units represents the fair market
value of the Units as of the date hereof; and

that 35.4% of the Unit Price set forth in Schedule A
hereto being the price at which the Lessee is entitled
to purchase a Unit on April 1, 2001 pursuant to the
Purchase Option contained in Schedule "F", represents
a reasonable estimate as of the date hereof of the
fair market value of a Unit at such Purchase Option
date.



2. If, due to the inaccuracy of any representation herein made
by the Lessee to the Lessor, the Lessor shall lose or shall not
have the right to claim or shall suffer a disallowance of all or
any portion of capital cost allowance, investment tax credit, or
refundable investment tax credit with respect to any Unit
(collectively referred to as "Tax Benefits"), to the extent
claimed by the Lessor in its federal and provincial income tax
returns for the relevant year, the following provisions shall be
applicable:

(A)

(B)

upon the Lessor being notified of any such denial
(including by way of assessment or reassessment, or
proposed assessment or reassessment) the Lessor shall
notify the Lessee and if so requested by the Lessee in
a timely manner, shall contest any such action (such
contestation to be at the sole expense of the Lessee),
as long as the rights and interests of the Lessor
shall not be adversely affected thereby: and

the Rental shall be adjusted as follows:

(1)

(II)

the Lessor shall determine and give notice to the
Lessee of the amount of each instalment of Rental
which the Lessor would have required in order to
obtain the after-tax net yield on funds employed
to acquire the Units, as if the denial specified
above had not occurred, and the Lessee shall pay
to the Lessor by way of additional Rental on the
tenth day following such notice, in respect of
the elapsed Term of the Lease up to and including
such tenth day, a sum equal to the amount by
which the total Rental instalment determined
under this paragraph exceeds the total Rental
instalment otherwise payable hereunder, plus any
provincial sales tax applicable to such
additional rent payment; and

the Lessor shall determine (and specify in the
notice referred to in paragraph (1) above) the
amount of each instalment of Rental payable
hereunder for the remainder of the Term after
such tenth day which the Lessor will require to
obtain the after-tax net yield of funds employed
by the Lessor to acquire the Units as if the
denial specified above had not occurred and the
Rental shall be increased accordingly and this
Lease shall be deemed to be so amended.

Provided always that the payment contemplated by
Section 2 (B)(I) and the adjustment in Rental contemplated by
Section 2 (B)(II) will not be required to be made until the
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re2levant taxing authority or a court of competent jurisdiction
haas made a determination with respect to such denial in respect
ozZ which the Lessee does not exercise its rights under Section
2({A) or from which there is no further right to object or
arppeal.

Provided further, however, that the payment
ccontemplated by Section 2 (B)(I) and the adjustment in Rental
ccontemplated by Section 2 (B)(II) will not be required to be
maade if the Lessor shall have lost, or shall not have, or shall
haave lost the right to claim, or if there shall have been
dirsallowed with respect to the Lessor, all or any portion of
stuch Tax Benefits with respect to such Unit as a direct result
ozZ the occurrence of any of the following events:

(i) any act or omission on the part of the Lessor:;

(ii) any change in income tax legislation after the
coming into force of this Lease; or

(1iii) a Casualty Occurrence with respect to such Unit,
if the Lessee shall have paid to the Lessor the
amounts stipulated under Article VI hereof.

3.. In addition but without duplication, the Lessee shall
onm demand indemnify and save harmless the Lessor from and in
reaspect of all costs, expenses, increased payments of tax,
irmterest, penalties, and costs of contestation of any assessment
or- reassessment made against the Lessor with respect to this
Le=sase (including reasonable legal fees and disbursements) which
ttne Lessor may suffer or incur as a result of or arising out of
a denial specified above so that the net after-tax yield to the
Leassor of funds employed to acquire the Units shall exist
tbaroughout the Term and any extension or renewal thereof as if
ttne denial specified above had not occurred; provided always
ttnat the obligations of the Lessee hereunder shall only exist if
ttne Lessor has fulfilled its obligations under Section 2(A)
heareof.

4.. Each determination of increased Rental or other
paayment due to the Lessor under this Schedule shall be submitted
tco the Lessee by way of a certificate of an officer of the
Leassor setting forth the amount of the increased Rental required
(zand the method of its calculation) and the basis for it, which
ceartificate shall be conclusive evidence, in the absence of
maanifest error, of the amount of the increased Rental so
reequired; provided, however, that the Lessee shall be entitled
tco receive confirmation of the amounts set forth in the
ceartificate from the auditors of the Lessor as such confirmation
maay be available following the next annual audit of the Lessor's
fZinancial statements.



5. In the event that, as a result of events (other than
the receipt by the Lessor of any increased Rental), it develops
that the Lessor was not entitled to require such recalculation
or payment of such increased Rental or was entitled to a lesser
recalculation or to receive a lesser amount of increased Rental,
the Lessor shall promptly refund to the Lessee on demand any
excess amount received by the Lessor plus interest thereon
calculated at the Prime Rate from the date such excess amount
was received to the date of repayment.

6. For purposes of interpretation hereof "Lessor" shall
include Lessor's successors and assigns.

7. The provisions of this Schedule shall survive the

termination of the Lease and are included for the benefit of and
shall be enforceable by the Lessor.

hd
.



SCHEDULE H

BILL OF SALE

SLX CANADA INC. (hereinafter called the "SELLER"), in
consideration of the sum of 8 dollars ($ ) paid by B, a B
corporation (hereinafter called the "BUYER"), at or before the
execution and delivery of these presents, the receipt of which
is hereby acknowledged, does hereby grant, bargain, sell,
transfer and set over unto the BUYER, its successors and assigns
all of its right, title and interest in the following property:

(insert description of equipment)

TO HAVE AND TO HOLD the above described property unto the BUYER,
its successors and assigns, for its and their own use and
behoof, forever.

The SELLER hereby warrants unto the BUYER that the SELLER has
legal title to the aforesaid property free and clear of all
encumbrances which result from claims against SELLER whether or
not related to the ownership of such property.

THE AFORESAID PROPERTY IS BEING SOLD HEREUNDER ON AN "AS-IS"
BASIS AND "WITH ALL FAULTS". THE SELLER MAKES NO WARRANTY,
EITHER EXPRESS OR IMPLIED, INCLUDING ANY IMPLIED WARRANTY OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE, AND
EXPRESSLY DISCLAIMS LIABILITY FOR LOST PROFIT OR INDIRECT,
INCIDENTAL, CONSEQUENTIAL, OR COMMERCIAL LOSSES AND ALL OTHER
OBLIGATIONS OR LIABILITIES.

IN WITNESS WHEREOF, the SELLER has caused this instrument to be
executed in its name by its officers thereunto duly authorized
and its corporate seal to be hereunto affixed the day of

(CORPORATE SEAL)

ATTEST:




In the matter of a lease of
equipment #31 between SLX
Canada Inc. and Canadian
National Railway Company made
as of November 30, 1990.

PROVINCE OF QUEBEC

DISTRICT OF MONTREAL

ey Z@WWU /770

vemm i aaWVEAY

on this X
personally appeared -
known, who, being by me duly sworn, says that he is the
of Canadian National Railway Company, that one of the seals
affixed to the foregoing instrument is the seal of said Company,
that said instrument was signed and sealed on behalf of said
Company by authority of its Board of Directors, that he signed
the said instrument on 2% YJérwsxdsil//7%%0n behalf of said Company,
and he acknowledged that the execution of the foregoing
instrument was the free act and deed of said Company.

, before me
, to me persgpally _

SIANT STiici Al
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Commissioner f6r Oathg
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PROVINCE OF ONTARIO In the matter of a lease of
equipment #31 between SLX
Canada Inc. and Canadian
National Railway Company mads

as of November 30, 1990.

CITY OF TORONTO

S N s N s

On this 11th day of January, 1991, before me
personally appeared Bruce C. Barker to me personally known, who,
being by me duly sworn, says that he is the Chairman of SLX
Canada Inc., that one of the seals affixed to the foregoing
instrument is the seal of said Corporation, that said instrument
was signed and sealed on behalf of said Corporation by authority
of its Board of Directors, that he signed the said instrument or
January 11, 1991 on behalf of said Corporation, and he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said Corporation.

P

Notary Pubdic_jin and for the

Province of Ontario

(Notarial Seal)

RJP - NOTARY:VWBANK2



SCHEDULE 2

AMENDING AGREEMENT - LEASE OF EQUIPMENT #31

THIS AMENDING AGREEMENT made as of April 1, 1991.
BETWEE N:

SLX CANADA INC.
("SLX")

OF THE FIRST PART

-and-

CANADIAN NATIONAL RAILWAY COMPANY
( 'ICN" )

OF THE SECOND PART

WHEREAS SLX and CN have entered into an agreement
entitled "Lease of Equipment #31" made as of November 30, 1990
(the "Lease"):;

AND WHEREAS SLX and CN have agreed to amend the Lease
as hereinafter set forth;

WITNESSES that for valuable consideration, the parties
agree as follows:

1. The Lease shall be and is hereby amended by deleting
Schedules A, B and D to the Lease and substituting therefor,
respectively, Schedules A, B and D annexed to this Amending
Agreement.

2. Except to the extent expressly amended by the terms of
this Amending Agreement, all terms and provisions contained in
the Lease and all covenants, undertakings, representations,
warranties and conditions of the parties therein contained shall
continue and remain in full force and effect, unamended. Terms
used in this Amending Agreement and which are defined in the
Lease shall have the same respective meanings for the purposes
hereof as are attributed thereto in the Lease, except as
specifically set forth herein or amended hereby.

3. This Amending Agreement shall be governed by the laws
of the Province of Ontario.



4, This Amending Agreement may be executed in several
counterparts, each of which so executed shall be deemed to be an
original and such counterparts together shall constitute one and
the same instrument.

IN WITNESS WHEREOF the parties have executed this
Amending Agreement as of the day and year first written above.

SLX CANADA INC.

By:

Paul J. D. Miller
Director

By:

Bruce C. Barker
Director

CANADIAN NATIONAL RAILWAY COMPANY

By:
Name
Position

By:

Name
Position
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TYPE

Hopper Cars

SPECIFICATION

100-ton 4350 cu.

SCHEDULE A

DESCRIPTION OF UNITS

GROUP 1

BUILDER

ft. Hawker Siddeley

Steel Covered Hopper Canada Ltd.,

Cars

Trenton, N.S.
Built in 1970

IDENTIFICATION QUAN-

NUMBERS TITY UNIT PRICE

CN 377049 704 $18,373.29
CN 377197

CN 377250

CN 377254 - 256
CN 377258 - 263
CN 377265 - 266
CN 377268 - 281
CN 377283 - 325
CN 377327 - 331
CN 377333 - 347
CN 377349 - 373
CN 377375 - 388
CN 377390 - 395
CN 377397 - 412
CN 377414 - 426
CN 377428 - 537
CN 377539 - 568
CN 377570 - 601
CN 377603 - 607
CN 377609 - 615
CN 377617 - 624
CN 377627 - 659
CN 377661 - 685
CN 377687 - 690
CN 377692 - 696
CN 377698 - 712
CN 377714 - 718
CN 377720 - 722
CN 377724 - 728
CN 377730 - 739



TYPE

Hopper Cars

Box Cars

%

SPECIFICATION

100-ton
Steel Covered
Hopper Cars

70-ton 50'6"
Box Cars

BUILDER

National Steel
Car. Built in
1974

GROUP 2
National Steel

Car. Built in
1974

IDENTIFICATION QUAN-

NUMBERS TITY UNIT PRICE
CN 377741 - 744
CN 377748 - 764
CN 377766 - 801
CN 377803
CN 377805 - 813
CN 377815 - 830
CN 377832 - 847
CN 377849 - 854
CN 377856 - 870
CN 377872 - 878
CN 377880 - 912
CN 377914 - 950
CN 377952 - 958
CN 377960 - 990
CN 377992 - 995
CN 377997 - 999
CN 371600 - 633 99 $18,373.29
CN 371635 - 669
CN 371671 - 694
CN 371696 - 701
CN 410100 - 115 298 $18,922.83
CN 410117 - 123
CN 410125 - 126
CN 410128 - 135
CN 410137 - 213
CN 410215 - 220
CN 410222 - 239
CN 410241 - 249
CN 411424
CN 411741 - 800
CN 411802 - 804
CN 411806 - 835



TYPE

Gondola Cars

Gondola Cars

SPECIFICATION

100-ton Gondola
Coal Cars

100-ton Gondola
Cars

RJP UNITDESZ2 : VWBANK

BUILDER

GROUP 3

Hawker Siddeley
Canada. Built in
1974.

Hawker Siddeley
Built in 1974-1975

IDENTIFICATION QUAN-

NUMBERS TITY UNIT PRICE
CN 411837 - 875
CN 411877 - 880
CN 411882 - 899
CN 199290 - 293 4 $17,176.10
CN 137550 - 551 29 $17,176.10
CN 137553 - 560
CN 137700 - 701
CN 137703
CN 137807 - 814
CN 137817 - 820
CN 137823
CN 137825 - 826
CN 188100



SCHEDULE B

LEASE PARTICULARS

LEASE RATE: 11.12%
RENTAL COMMENCEMENT
DATE: April 1, 1991
INTEREST RATE ON ARREARS: 12.12%
LEASE TERMINATION DATE: April 1, 2001 or such earlier date

as this Lease is terminated
pursuant to the provisions hereof.

INTERIM RENTAL: Not Applicable.

CASUALTY NOTICE DATE: January 30 in each year during the
term of this Lease.

CASUALTY PAYMENT DATE: April 1 in each year during the
term of this Lease.

REGISTRATIONS: subject to the Lessor providing
the Lessee with the appropriate
information, the Lessee shall
cause each Unit to be registered
in the Official Railway Equipment
Register and in the Universal
Machine Language Egquipment
Register (UMLER), and any change
therein must be mutually agreed by
the parties. The Lessee shall
maintain such records as shall be
required from time to time by any
applicable regulatory agency or
any AAR railroad interchange
agreement or rule. The Lessee
shall, at its own expense, cause
this Lease and any assignment
hereof to be filed and recorded
with the Interstate Commerce
Commission in accordance with 49
U.S.C. Section 11303 and deposited
with the Registrar General of
Canada (with notice of such
deposit to be given forthwith in
the Canada Gazette) pursuant to
Section 90 of the Railway Act of
Canada.



SCHEDULE B TO LEASE #31

(Continued)
RENTAL:
Rental Payment
based on
Rental Percentage of aggregate Unit
Payment Payment Unit Price Price as per
Number Date of each Unit Schedule A
1. 0l1-Apr-91 4.194% S 879,044.22
2. 01-0Oct-91 1.193 250,047.63
3. 01-Apr-92 1.193 250,047.63
4. 01-0ct~92 1.193 250,047.63
5. 01-Apr-93 1.193 250,047.63
6. 01-0Oct-93 8.588 1,800,007.57
7. 0l1-Apr-94 1.193 250,047.63
8. 01-0ct-94 9.065 1,899,984.70
9. 01-Apr-95 1.193 250,047.63
10. Q1-0ct-95 8.111 1,700,030.44
11. O1-Apr-96 1.193 250,047.63
12. 01-0Oct-96 7.157 1,500,076.18
13. Ol1-Apr-97 1.193 250,047.63
14. 01-0Oct-97 11.884 2,490,834.88
15. O01-Apr-98 17.500 3,677,924.14
16. 01-0Oct-98 17.500 3,677,924.14
17. Ol1l-Apr-99 17.500 3,677,924.14
18. 01-0Oct-99 17.500 3,677,924.14
19, 01-Apr-2000 17.500 3,677,924.14
20. 01-0ct-2000 17.500 3,677,924.14
21. 01-Apr-2001 17.500 3,677,924.14
Method of Payment: Lessee shall pay the above amounts to the

Lessor on the corresponding Rental
Payment Date in same day funds.



SCHEDULE D

STIPULATED LOSS VALUE

Date 3
01-Apr-92 112.98
01-Apr-93 123.60
0l1-Apr-94 127.01
01-Apr-95 129.66
O01-Apr-96 131.97
01-Apr-97 136.05
0l1-Apr-98 118.67
0l1-Apr-99 93.34
01-Apr-2000 65.96
0l1-Apr-2001 35.40

The Stipulated Loss Value shall be calculated as the
applicable percentage of the "Unit Price" referred to in
Schedule "A".

RJP NEALEA2:VWBANK2



SCHEDULE 3

ACKNOWLEDGEMENT OF CANADIAN NATIONAL RAILWAY COMPANY to the

Lease Assignment Agreement made as of April 1, 1991 between SLX
Canada Inc. and Royal Bank Leasing Inc.

TO: ROYAL BANK LEASING INC.

AND TO: SLX CANADA INC.

Canadian National Railway Company ("CN") hereby
acknowledges the terms of the foregoing Lease Assignment
Agreement, and that the Equipment is in existence and has been
maintained by CN in accordance with its obligations under the
Lease, and that no Casualty Occurrence (as defined in the Lease)
has occurred with respect to any of the Equipment. CN confirms
that to the best of its knowledge the statements set out in
section 2(c), (d) and (e) of such Lease Assignment Agreement are
correct as of the date hereof. Until otherwise directed in
writing by Royal Bank Leasing Inc. or its assignee, CN shall

make all payments under or in respect of the Lease to the
Assignee at:

Royal Bank Leasing Inc.

South Tower, Royal Bank Plaza
Toronto, Ontario
M5J 235

on or before the due date thereof.

Dated April 1, 1991

CANADIAN NATIONAL RAILWAY
COMPANY

a to fopny only

P osition Chief-Financial Officer =

: AN

By: Z, A ' \ =

ame’ = _MARIE-ANDREE PRENOVEAU =

POSITION: “ReISTANT SECRETARY
“ /-\,;a\ \\\\
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PROVINCE OF ONTARIO In the matter of a lease
assignment agreement between
SLX Canada Inc. and Royal Bank
Leasing Inc. made as of the

1st day of April, 1991

CITY OF TORONTO

N N S s St

On Eg;sfl£5&@jc§§§?“\ﬂQQ\, before me personally
appearedé%gg g)J¥g.‘VRmnq , to me personally known, who,
being by me duly sworn, says that he is the Rt A\ of
Royal Bank Leasing Inc., that one of the seals af%ixed to the
foregoing instrument is the seal of said Corporation, that said
instrument was signed and sealed on behalf of said Corporation
by authority of its Board of Directors on, 6A\ﬂqg\and he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said Corporation.

O

Notary Public in%an§>for the
Province of OnTario

(Notarial Seal)



PROVINCE OF ONTARIO In the matter of a lease

assignment agreement between
SLX Canada Inc. and Royal Bank
Leasing Inc. made as of the
1st day of April, 1991

CITY OF TORONTO

On this Y%Aﬁb (\\Wﬁ before me personally appeared
Bruce C. Barker, to me p rsonally known, who, being by me duly
sworn, says that he is the Chairman of SLX Canada Inc., that one
of the seals affixed to the foregoing instrument is the seal of
said Company, that said instrument was signed and sealed on
behalf of said Company by authority of its Board of Directors,
that he signed the said instrument onlﬁpm\\\)QQ\ on behalf of
the Corporation, and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said Company.

\Q/LU@
N°ta£¥5222%33;§§ aﬁd for the
Province o ario - .

BRIV R

(Notarial Seal) e



