THE WESTERN PACIFIC RAILROAD COMPANY

TO

THE CHASE NATIONAL BANK OF THE CITY OF
NEW YORK,

Trustee

Greueral Mortgane

Dated as of January 1, 1939

This imstrument is, among other things, & mevtgage of chattels.
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This eimment is, amorg other things, a mortgage of chattels.

THIS INDENTURE, dated as of the first day of January, 1939,
between Trr Westery Pacirrc Ramroap CompaNy, a corporation
organized and existing under the laws of the State of California (here-
inafter referred to as the ‘‘Company’’), party of the first part, and
Tue CHase NaTionan Bawk or 1HE Crry or NEw YORK, a corporation
organized and existing under the laws of the United States, and having
its prineipal office and place of business in the Borough of Manhattan,
City and State of New York (hereinafter referred to as the ‘‘Trustee’’),
party of the second part;

Waereas, the Company is authorized to own and operate, and does
own and operate, certain lines of railroad in the States of California,
Nevada and Utah;

WaErEas, on Aungust 2, 1935, the Company duly commenced reor-
ganization proceedings pursnant to Section 77 of the Bankruptey Act,
as amended, by filing a petition in the United States District Court for
the Northern Distriet of (California, Southern Division (hereinafter
referred to as the ‘“Court”’), alleging that it was unable to meet its
debts as they matured and that it desired to effect a plan of reorgan-
ization;

Waereas, on June 21, 1939, the Interstate Commerce Commission
duly issued its order in Finance Docket No. 10913 approving a plan of
reorganization of the Company which is set forth in said order and is
hereinafter referred to as the “Plan’’; on August 15, 1940, the Court
entered its order approving said Plan; and by its order entered on
October 11, 1943, the. Court confirmed said Plan;

WaEersas, pursuant to the Plan and the order of the Court dated
November 27, 1944, the Company has executed and delivered to
COrocker First National Bank of San Francisco, as trustee, its indenture
of mortgage dated as of January 1, 1939, known as and hereinafter
referred to as its “Hirst Mortgage’’, to secure an issue of bonds of the
Company (hereinafter referred to as ‘‘First Mortgage Bonds’’) 1ssued
and to be issued thereunder, which mortgage constitutes a first lien
upon the property and franchises therein deseribed, subject only to
the liens therein expressly mentioned;
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Wrereas, the Plan provides for the execution of a new mortgage,
referred to therein as the ‘‘income mortgage’’, to secure bonds referred
to therein as ‘‘income-mortgage bonds’’, and contains sundry provisions
with respect to the amounts, interest rates, maturities and redemption
provisions of, and sinking funds for, the bonds to be issued there-
under originally, the original security and the after-acquired property
clauses of the mortgage, the restrictions on the issuance of additional
bonds, certain covenants to be contained in the income mortgage, and
other matters;

WaEseas, as provided in the Plan the Reorganization Committee
designated pursuant thereto has duly determined the form and, except
as otherwise provided in the Plan, the provisions of this Indenture and
the bonds and coupons provided for therein;

WrErEas, on November 27, 1944, the Court duly entered its order
in said reorganization proceedings finding that the exeeution of this
Indenture is necessary and proper to put into effect and carry out the
Plan, and authorizing and directing the execution of this Indenture by
the parties thereto;

Wrereas, the Company by virtue of the provisions of said order
and the Plan is obligated upon the execution of this Indenture to issue
its General Mortgage Income Bonds, Series A, due January 1, 2014
(hereinafter sometimes called the ‘‘Series A Bonds’’) in the principal
amount of Twenty-One Million, Two Hundred Nineteen Thousand
Dollars ($21,219,000) for delivery pursuant to the Plan and the Court’s
order of November 27, 1944, and desives to issue additional bonds
from time to time as hereinafter provided;

WaEreAs, the Company is duly authorized to issue its bonds for
the purposes herein set forth and to mortgage its property, real and
personal, and its franchises to secure the payment of such bonds;

WaErEAs, the Board of Directors of the Company has duly adopted
resolutions anthorizing the creation of a bonded indebtedness as pro-
vided for in this Indenture and the execution and delivery by the Com-
pany-of a mortgage or deed of trust upon the properties of the Com-
pany, substantially in the form of this Indenture, to the Trustee and its
successor or successors to secure bonds issnable from time to time for
the purposes and upon the conditions herein set forth, and all corporate
action requisite nnder the laws of the State of California to authorize
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the execution and delivery of this Indenture by the Company has been
duly taken;

Waereas, the bonds issuable hereunder (designated generally as
““General Mortgage Income Bonds’’ and hereinafter referred to as the
““Bonds’’), are issuable in series and, in the case of each particular
series, other than Series A, the designation of the series, the date of
the Bonds thereof, the date of maturity, the rate of interest, the interest
payment dates, the denominations of such Bonds, the redemption pro-
visions, if any, the sinking fund provisions, if any, the conversion provi- -
leges, if any, and any limitation upon the aggregate principal amount
of the Bonds of such series (except as otherwise provided in this
Indenture), as well as such additional provisions as are required or
permitted by this Indenture, are to be determined by the Board of
Directors of the Company at the time of the anthorization of such series ;

Waegeas, the Series A Bonds, all of which are to be in registered
form without coupons, and the Trustee’s certificate of authentication
to be endorsed on all of the Bonds are to be, severally, substantially as
follows, with such appropriate omissions, substitutions and variations
as are provided for or permitted in this Indenture:

[ForM OF SERIES A BOND]
No, coviiiiin ‘ S

THE WESTERN PACIFIC RAILROAD COMPANY

General Mortgage 414 % Income Bond, Series A
due Janunary 1, 2014

The Western Pacific Railroad Company, a corporation organized
and existing under the laws of the State of California (hereinafter
called the ““Company”’) for value received hereby promises to pay
to or registered assigns, on
January 1, 2014 (unless this Bond shall have been converted or shall
have been called for redemption and payment thereof duly provided
for) the principal sum of Dollars
($ ), and to pay interest on said principal sum as and to the ex-
tent provided in the Indenture, hereinafter mentioned, at the rate of
four and one-half per cent (4% %) per annum on May 1 of each year
(in each case through the December 31, next preceding) until the pay-
ment of gaid principal sum, provided that interest through December
31, 2013 shall be payable on January 1, 2014 and provided further that,
except as otherwise provided herein or in the Indenture, until maturity,
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whether by declaration or otherwise, such interest shall be payable
only if and to the extent that the amounts applicable thereto under the
provisions of the Indenture are sufficient to make such interest pay-
ments. Unpaid interest will accumulate to an amount not exceeding
prior to maturity (exclusive of the interest earned as provided in the
Indenture but unpaid) 13%4% of the principal hereof at any one time
and such accumulated interest will be payable thereafter if earned, as
provided in the Indenture, or in any event, at the maturity of this Bond,
whether by declaration or otherwise.

The principal of and interest on this Bond are payable at the office
or agency of the Company in the Borough of Manhattan, City and State
of New York, in such coin or currency of the United States of America
as at the time of payment shall be legal tender for the payment of public
and private debts.

This Bond is one of a duly authorized issue of Bonds of the Com-
pany designated generally as its ¢““(Jeneral Mortgage Income Bonds’’
(hereinafter called the “Bonds’?), unlimited as to aggregate principal
amount at any one time outstanding, all issued and to be issued in
series under and pursuant to, and irrespective of the time of issue all
equally and ratably secured by, an indenture of mortgage or deed of
trust (herein called the ‘‘Indenture’’) dated as of Janmary 1, 1939,
executed by the Company to The Chase National Bank of the City of
New York, as Trustee, to which Indenture and any and all supplements
thereto reference is hereby made for a description of the property
mortgaged and pledged, the nature and extent of the security and the
rights of the holders of the Bonds and of the Trustee in respect of
such security. The Bonds of the series in which this Bond is included
are designated as General Mortgage 414 % Income Bonds, Series A,
which series is limited to an aggregate principal amount of Twenty-one
Million, Two Hundred Nineteen Thousand Dollars ($21,219,000) at any
one time outstanding.

Tn case an event of default as specified in the Indenture shall oceur,
the principal of the Bonds may be declared or may become due and
payable, in the manner and with the effect provided in the Indenture.

Tn the manter and subject to the terms and provisions set forth
in the Indenture, the Bonds of this series are redeemable before ma-
turity, at the option of the Company, or through the operation of a
Sinking Fund provided for in the Indenture, on May 1 of any year as a
whole or in part by lot, after the mailing of written notice of such re-
demption at least thirty days before the date designated for such re-
demption, to the registerad holders of the Ronds designated for redemp-
tion, at a redemption price equal to the principal amount thereof plus
(1) interest at the rate of 414 % on the principal amount from January
1 of the preceding calendar year to the redemption date, (2) any interest
earned in any previcus-year, except the preceding calendar year and
not theretofore paid, and (3)-all accumulated and unpaid interest to an
amount not in excess of 13%4% of the principal thereof.
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Under the conditions and to the extent provided in the Indenture,
this Bond is entitled to the benefits of the Sinking Fund provided in
the Indenture.

This Bond is convertible at the option of the registered holder as
provided in the Indenture into shares of the common stock of the Com-
pany at the rate of 2 shares of such stock for each $100 principal amount
bereof.

On the conditions prescribed in the Indenture, this Bond is-trans-
ferable by the registered holder hereof in person or by attorney duly
authorized, at the office or agency of the Company designated for that
purpose in the Borough of Manhattan, City and State of New York,
or at the office or agency of the Company designated for that purpose
in the City and County of San Francisco, California, npon surrender
and cancellation of this Bond, together with a duly executed written
instrument of transfer, in form approved by the Company, and upon
payment, if the Company shall require it, of the transfer charges pre-
seribed in the Indenture. Thereupon & new fully registered Bond or
Bonds of the same series for a like aggregate principal amount will be
issued to the transferee in exchange therefor as provided in the
Indenture.

Bonds of this series are issuable in the form of registered bonds
without coupons in denominations of $100, $500, $1,000, $5,000 and
$10,000, and such other denominations, if any, as may be authorized
by the Company and the several denominations of bonds are inter-
changeable (provided, however, that Bonds may not be exchanged for
Bonds of lesser denominations when any such lesser denomination is
less than $1,000) upon presentation thereof for that purpose at the
office or agency of the Company designated for that purpose in the
Borough of Manhattan, City and State of New York, and upon payment
of charges, all as provided in the Indenture.

On the conditions, in the manner and to the extent permitted by
the Indenture, the provisions of the Indenture may be changed or
altered and the rights of the bondholders, whether arising under the
Indenture or otherwise, may be modified or compromised, by the action
of the registered holders of at least 66%4% in principal amount of the
Bonds then outstanding, and certain other powers sct out in the Inden-
ture may be exercised by the action of such percentage in principal
amount of the Bonds then ountstanding as is specified in the Indenture;
provided, however, that as set ferth in the Indenture no such change,
alteration, modification or compromise, nor any exercise of any such
powers shall change the maturity, redemption price, or principal
amount, of any of the Bonds or otherwise modify the terms of payment
of ‘the principal thereof or the accumulated unpaid interest thereon
(the. Company’s obligation in those respects being unconditional) or
effect a reduction of the percentages required for the exercise of any
of the powers of the bondholders above referred to, without the affirma-
tive vote or written consent of the registered holder of each Bond
thereby affected.
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No recourse shall be had for the payment of the principal of or
interest on this Bond, or any part thereof, or for any claim based hereon
or because of the creation of the indebtedness represented hereby, or
in respect of the obligations, covenants and agreements contained in
the Indenture, or implied therefrom, against any incorporator, stock-
holder, officer or director, as such, past, present or future, of the Com-
pany, or of any predecessor or successor company, either directly or
through the Company or any such predecessor Or successor company,
whether by virtue of any statute, constitutional provision or rule of
law, or by the enforcement of any assessment or otherwise, all such
liability being by the acceptance hereof and as a part of the considera-
tion for the issue hereof expressly waived and released.

This Bond shall not be valid or obligatory for any purpose unless
and wmntil the certificate of authentication hereon endorsed shall have
been executed by the Trustee or its successor in trust under the In-
denture.

Iy Wirness Waergor, The Western Pacific Railroad Company has
caused this Bond to be signed by its President or one of its Vice Presi-
dents and its corporate seal or a facsimile thereof to be impressed or
imprinted hereon and to be attested by its Secretary or one of its
Assistant Secretaries, and this Bond to be dated as of .

MTer WESTERN PAcIFIc RATLROAD COMPANY

Vice President
Attest:

.................................

Assistant Secretary

[FORM OF TRUSTEE’S CERTIFICATE OF AUTHENTICATION ]

This Bond is one of the Bonds, of the series designated therein,
described in the within-mentioned Indenture.

Tae CHase NATIONAL BaNk oF THE CITY OF
New York, as Trustee,

Assistant Cashier
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WrEReas, all acts and things preseribed by law and by the articles
of incorporation and by-laws of the Company have been duly performed
and complied with, and the Company has executed this Indenture in the
exercise of the legal right and power in it vested, and all things neces-
sary to make the Bonds and coupons, when executed by the Company,
and when the Bonds are authenticated by the Trustee, the valid and
binding obligations of the Company, and to make this Indenture a valid
and binding mortgage, deed of trust and agreement for the security
of the Bonds and coupons, have been done and performed;

Now, Trererorg, Tais InpENTURE WirNessETH: That in order to
secure the payment of the principal of, premium, if any, and interest on
all of the Bonds at any time issued and outstanding under this Inden-
ture, according to their tenor, purport and effect, and to secure the
performance and observance of all the covenants and conditions there-
in and herein contained, and to declare the terms and conditions upon
which the Bonds and coupons are issued, received and held, and for-and
in consideration of the premises and pursuant to and in accordance
with the order of the Court entered in the said reorganization pro-
ceedings on November 27, 1944, and in consideration of the acceptance or
purchase of the Bonds and coupons by the holders thereof, and of the
sum of Ten Dollars ($10.00), lawful money of the United States of
America, to the Company duly paid by the Trustee at or before the
delivery of this Indenture, the receipt whereof is hereby acknowledged,
the Company has executed and delivered this Indenture, and has mort-
gaged, pledged, granted, bargained, sold, aliened, remised, released,
conveyed, confirmed, assigned, transferred and set over, and by these
presents does mortgage, pledge, grant, bargain, sell, alien, remise, re-
lease, convey, confirm, assign, transfer and set over unto the Trustee,
its successors in the trust, and its and their assigns:

Firsr: All and singular, the lines of railroad owned by the Com-
pany, including specifically, but not exclusively, the following:
Part 1
Main Line—San Francisco to Salt Lake City

A main line of railroad commencing in the City and County
of San Franeisco, California, thence across San I'rancisco Bay to
the City of Oakland, Alameda County, California; thence in a gen-
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eral northerly and easterly direction through the Counties of
Alameda, San Joaquin, Sacramento, Sutter, Yuba, Butte, Plumas
and Lassen, in the State of California, and in a general easterly
direction through the Counties of Washoe, Pershing, Humboldt,
Lander, Bureka, and Elko, in the State of Nevada, and in a general
casterly direction through the Counties of Tooele and Salt Lake,
in the State of Utah, to and into Salt Lake City, Utah; said line
of railroad being about 926.41 miles in length.

Main Line—IK eddie to Bieber

A main line of railroad having its initial point-and connection
with said main line at or near Keddie, Plumas County, California,
and extending thence in a gemeral northerly direction through
Plumas and Lassen Counties, to a point near Bieber, Lassen
County, California; said line of railroad being about 106.54 miles
in length.

_ Parr 11
Branch—Niles to San Jose

A branch line of railroad having its initial point and connec-
{ion with the Company’s main line at or near Niles, Alameda
County, California, and extending thence in a general southerly
direction through Alameda and Santa Clara Counties to and into
the City of San Jose, County of Santa Clara, Qalifornia; being
about 23.07 miles in length.

Branch—Carbona to Moy

A branch line of railroad having its initial peint and connec-
tion with the Company’s main line at or near Carbona, San Joaquin
County; California, and extending thence in a general south-
westerly direction to Moy, San J oaquin County, California; being
about 4.43 miles in length.

Branch-—T erminous Junction to Terminous

A branch line of railroad having its initial point and connec-
tion with the Company’s main-line at or near Terminous J unction,
San Joaquin County; California, and extending thence in a general
westerly direction to Terminous, San J oaquin County, California;
being about 7.92 miles in length.



Branch—Hawley to Loyalton

A branch line of railroad having its initial point and connec-
tion with the Company’s main line at or near Hawley, Plumas
County, California, and extending thence in a general southeasterly
direction through Plumas and Sierra Counties to Loyalton, Sierra
County, California; being about 13 miles in length.

Branch—Reno Junction to Reno

A branch line of railroad having its initial point and connec-
tion with the Company’s main line at or near Reno Junction,
Lassen County, California, and extending thence in a general
southeasterly direction through Lassen and Sierra Counties, Cali-
fornia, and through Washoe County, Nevada, to and into the City
of Reno, Washoe County, Nevada; being about-33.11 miles in
length.

Branch—Wells to connection with Oregon Short Line Railroad

A branch line of railroad having its initial point and connee-
tion with the Company’s main line at or near Wells, Elko County,
Nevada, and extending thence in a general northeasterly direction
to a connection with the Oregon Short Line Railroad in Elko County,
Nevada; being about 1.18 miles in length.

Branch—Ellerbeck to Dolomite and Flux

A branch line of railroad having its initial point and connee-
tion with the Company’s main line of railroad at or near KEller-
beck, Tooele County, Utah, and extending thence in a general south-
westerly direction to a junction point, thence westerly to Dolomite,
Tooele County, Utah, and also from said junction point south-
easterly to Flux, Tooele County, Utah; being about 5.85 miles in
length.

Branch—Burmester to Warner

A branch line of railroad having its initial point and connec-
tion with the Company’s main line of railroad at or near Bur-
mester, Tooele County, Utah, and extending thence in a general
southeasterly direction to Warner, Tooele County, Utah; being
about 15.52 miles in length.
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Smconp: All right, title and interest of the Company in and to all
real estate, whether used or held for transportation or other purposes,
located in the City and County of San Francisco and in the Counties
of Alameda, Butte, Lassen, Plumas, Sacramento, San Joaquin, Santa
Clara, Sierra, Sutter and Yuba in the State of California, in the counties
of Biko, Fureka, Humbolt, Lander, Pershing and Washoe in the State
of Nevada and in the counties of Box Klder, Salt Lake and Tooele in
the State of Utah, or in any other county in any of said states, and any
other real estate wherever located, held, owned, possessed or claimed
by the Company.

Tamp: All of the Company’s estate, right, title and interest, terms
and remainders of terms, franchises, privileges and rights of action of
whatsoever name or nature in law or in equity, in or under any and all
leases, and any and all trackage, terminal, joint facility or operating con-
tracts or agreements.

Fourrr: Any and all rights of way, lands, fixtures, structures,
improvements, tenements and hereditaments of whatever kind or de-
seription and wherever situated, now owned by, or at any time here-
after acquired by or for, the Company and contiguous or appurtenant
to, or used in connection with any of the Company’s lines of railroad,
including in the property comprised in the description in this para-
graph any and all main, branch, spur, industrial, switch, connecting,
storage, yard and terminal tracks, rights of way, easements, super-
structures, roadbeds, bridges, trestles, culverts, viaducts, buildings,
depots, stations, stockyards, warehouses, elevators, car houses, engine
houses, freight houses, machine shops and other shops, turntables, fuel
stations, fuel supply lines and fuel supply sites, water stations, water
supply lines and water supply sites, signals, interlocking plants, tele-
phone and telegraph and other communication lines and systems,
fences, docks, structures and fixtures, and other things of whatsoever
kind in any wise or at any time appurtenant to, or used in connection
with, any of the Company’s lines of railroad or real property at any
time subject to the lien hereof.

Trrre: All the right, title and interest, of every name and nature,
of the Company in and to all engines, locomotives, tenders, cars,
coaches, busses, trucks and ather rolling stock and equipment, all steam-
ships, ferries, boats, barges, tugs and other floating equipment, and all
aircraft, whether now owned or hereafter acquired, and whether owned
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directly by the Company, or used and enjoyed by it subject to an equip-
ment trust agreement, lease, conditional sale agreement, mortgage or
otherwise; provided, however, that as to any equipment hereafter con-
structed by the Company, if the Company shall (a) prior to beginning
the construction of any such equipment deliver to the Trustee written
notice that it intends to construct the same and on or before a specified
date, not later than ninety days after the completion of such equipment,
to subject it to an equipment trust agreement, lease, conditional sale
agreement, mortgage or other lien to provide, or to reimburse the Com-
pany for, any part of the cost of such equipment and (b) on or before
such specified date execute and deliver an equipment trust agreement,
lease, conditional sale agreement, mortgage or other instrument of
lien to which such equipment shall be so subjected, then and in such
event the lien of this Indenture upon such equipment shall be subject to
such equipment trust agreement, lease, conditional sale agreement,
mortgage or other lien.

Sixra: The following bonds and other evidences of indebtedness
and shares of capital stock now owned by the Company and which
(except for directors’ qualifying shares) have been delivered to the
trustee under the First Mortgage on the execution and delivery thereof :

Stock Par Value No. of Total Par
Name of Company Per Share Shares Value
Sacramento Northern Railway .i...ovvviiinennn.s $100. 10,000 $1,000,000.00
Tidewater Southern Railway Company ........... 1. 1,147,963 1,147,968.00
The Salt Lake City Union Depot and Railroad
Company, COMIMON ...vvvvruerervreimenennssss 100. 1,000 100,000.00
The Salt Lake City Union Depot and Railroad
Company, Preferred .....co.iiveiiiiianiiinna.n 100. 3,000 300,000.00
The Oakland Terminal Railway «............. ... 100. 1,125 112,500.00
Alameda Belt- Line . ive..iiiiviiinnernnnnennns 100. 4,711 471,100.00
Central California Traction Company, Common.... 100. 96724 96,766.67
Central’ California Traction Company, Preferred. .. 100. 2,64224 264,266.67
Standard Realty and Development Company :...... 100. 4,005 400,500.00
Railway Express Agency, Incorporated .......... — 2 —_
Bonds Principal
Name of Company and Description Amount
Sacramento Northern Railroad, First Mortgage Bonds (assumed by Sacra-
mento Northern Railway) ..cvvvvriiiiiiiriiiteiieiinnteensniseerannns $5,213,475.35
Central California Traction Company, First Mortgage Bonds ............ 270,000.00
Notes Principal
Name of Company Amount
Sacramento Northern Railway .oetvieeiireiiiieeriieiraseenianerionnans $4,524,744.38

Standard Realty and Development COmMpany ....ceveeverveerenceroecnsss 251,273.07
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SevenTH: Any and all other property of every kind and deserip-
tion, real, personal or mixed, owned by the Company at the actual date
of the execution and delivery hereof, acquired by it from the Reorgani-
zation Trustees, and all right, title and interest of the Company in and
to any and all other property of every kind and description, whether
or not used or useful in the transportation operations of the Company.

Bicarm: All right, title and interest of the Company in and to
any and all additions, betterments and improvements to or upon or in
connection with any and all lines of railroad, premises and property
of any character whatsoever now or at any time hereafter subject to
the lien hereof.

NintE: Any and all corporate rights, powers, franchises, privi-
leges and immunities now or hereafter owned or possessed by the
Company which now or at any time hereafter may be necessary for or
appurtenant to the use, operation, management, maintenance, renewal,
alteration or improvement of the Company’s lines of railroad or of any
other property now or hereafter subject to the lien hereof.

TextH: Any and all property of every kind and description,
real, personal or mixed, which at any time hereafter by delivery or by
writing of any kind shall be expressly conveyed, mortgaged, pledged,
delivered, assigned or transferred to the Trustee hereunder by the
Company, or by a successor corporation, or with its consent by anyone
on its behalf, for the purposes hereof ; the Trustee being hereby author-
ized at any and all times to receive such conveyance, mortgage, pledge,
delivery, assignment or transfer and to hold and apply any and all such
property subject to the terms hereof.

Erevente: Any and all property of every kind and deseription,
real, personal or mixed, whether owned by the Company at the date of
the execution hereof or hereafter acquired by it, which by any provision
hereof the Company is required to convey, mortgage, pledge, deliver,
assign or transfer to the Trustee hereunder.

TwerLrrE: Any and all property of.every kind and description,
real, personal or mixed, which from time to time shall hereafter be
constructed or acquired by the Company, whether or not such property
is required to be specifically subjected to the lien hereof pursuant to the
provisions of Granting Clause Eleventh hereof or shall have been so
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specifically subjected pursuant to the provisions of Granting Clause
Tenth hereof.

TrirTeesTE: Any and all property of every kind and deseription,
real, personal or mixed, which may at any time be subject to the lien
of the Company’s First Mortgage executed pursuant to the Plan and the
order of the Court dated November 27, 1944, it being the intention that
this Indenture shall constitute a lien subordinate to the lien of said
First Mortgage on any and all property which may-at any time be
subject to the lien of said First Mortgage.

Fourteentr: All the estate, right, title, interest, property, posses-
sion, claim and demand whatsoever, as well in equity as in law, which
the Company now has or at any time hereafter may acquire in and to
any of the property of every kind and description, real, personal or
mixed, mortgaged, conveyed, pledged, delivered, assigned or transferred
hereunder.

FirreentE: All the revenues, rents, issues, tolls, profits and other
income from the premises and property of every kind and description,
real, personal or mixed, herein or hereafter mortgaged, conveyed,
pledged, delivered, assigned or transferred. '

It Brine THE INTENT OF THIS INDENTURE, that except as otherwise
provided in Articles Eleven, Fourteen and Sixteen hereof this Inden-
ture shall, at all times when any Bonds are outstanding hereunder, be
a lien upon all the property of the Company and of its successors or
assigns of every kind-and description, real, personal or mixed, whereso-
ever located and whensoever and howsoever acquired;

Provioep, However, that unless and until some one or more of the
events of default specified in Section 8.02 hereof shall have happened,
it is not intended to include under the lien of this Indenture, and this
grant shall not be deemed to apply to (1) any cash, government securi-
ties, Federal, State or local, bills, notes or accounts receivable, or mate-
rials and supplies (except cash deposited with the Trustee pursuant to
any of the provisions hereof, and cash at the time subject to the lien
of the First Mortgage or government securities, bills, notes or accounts
receivable specifically subjected to the lien hereof and assigned to or
deposited with the Trustee or at the time subject to the lien of the First
Mortgage), or (2) any revenues, rents, issues, tolls, profits or other
ineome of the premises or property constituting the trust estate (except
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as otherwise provided in Articles Seven and Eight hereof); but upon
the happening of any such event of default all such cash, government
securities, bills, notes or accounts receivable, materials and supplies
and all such revenues, rents, issues, tolls, profits or other income shall
immediately become subject to the lien hereof to the extent permitted
by law;

ProvIDED FURTHER, that there is hereby excepted and reserved out
of the grants hereby made the last day of the term of each leasehold
estate (whether created orally or by written instrument) now or here-
after enjoyed by the Company, whether falling within the general or
particular deseription of property herein desecribed;

Axp ProvipEp FUrRTHER, that (a) if the Company shall at any time
hereafter acquire all, or substantially all, of the properties of any cor-
poration (other than Sacramento Northern Railway and Tidewater
Southern Railway Company or any successor of either of them) con-
stituting a Class I carrier as defined by the rules of the Commission
at the time in foree, the properties so acquired shall not become subject
to the lien hereof by reason of such acquisition unless such properties
or the securities of such corporation shall have been made the basis in
whole or in part for the authentication and delivery of Bonds hereunder
or the authentication and delivery of bonds under the Tirst Mortgage,
or the payment of cash or the release of property hereunder or under
the First Mortgage, or the cost thereof shall have been charged in whole
or in part to the Capital Fund account provided for in Article Five
hereof; and (b) if the Company shall be consolidated with or merged
into, or shall sell its assets substantially as an entirety to, any corpora-
tion which at the time of such transaction is a Class I carrier, as so
defined, the properties theretofore owned or thereafter aequired by the
corporation with which the Company is so consolidated orinto which
it is so merged:or to which its assets are sold as aforesaid shall become
subject to the lien hereof only to the extent provided in Section 14.02
hereof;

To Havs sxp o Horp all said premises, property, rights, franchises
and appurtenances hereby conveyed, mortgaged, pledged, delivered,
assigned or transferred or intended so to be, as well as all property
which shall at any time become subject to the lien hereof (hereinafter
sometimes collectively ‘referred to as the “‘trust estate’’) unto the
Trustee and its successors and assigns forever;
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Sussecr, Howsver, to the prior lien of the Company’s First Mort-
gage, upon all property (including without limitation any property
acquired with the proceeds of Bonds) which may now or hereafter be
subject to the lien of this Indenture, except cash deposited with the
Trustee hereunder;

Sussrct, ALso, to any and all presently existing easements over,
on or under any of the property above deseribed and any presently
existing contracts, leases and other agreements affecting such property,
to the extent, but only to the extent, that in law any ‘such easement,
contract, lease or agreement shall constitute a lien or charge of record
against any part of the trust estate prior to the lien of this Indenture;
to Permitted Encumbrances, as hereinafter defined; and in so far as
the trust estate may now be subject to the liens of taxes and assess-
ments lawfully levied or assessed against the same, to any and all such
liens;

Sussrcr, Arso, as to shares of stock of carrier or terminal corpora-
tions, to such rights, if any, as other railroad corporations, states or
municipalities may have with respect to the acquisition or disposition
of such stock;

Sussror, ALso, as to the property affected thereby, to the title or
lien and other rights, if any, of the lessors, trustees, noteholders, cer-
tificate holders or vendors, however designated, under presently exist-
ing equipment trust agreements, leases and conditional sale agreements
relating to equipment; ’

Axp Sussecr, ALso, to the title of any owner, whether as trustee or
otherwise, to any equipment hereafter leased or conditionally sold to
the Company, and to any lien hereafter created as set forth in Grant-
ing Clause Fifth hereof to provide, or to reimburse the Company for,
any part of the cost of constructing equipment, and, with respect to any
property which the Company may hereafter acquire, to any lien exist-
ing thereon at the time of such acquisition or ecreated by the Company
contemporaneously with such acquisition to secure the purchase price
thereof in whole or in part;

Ix Trusr, NeverrrrLess, for the equal and proportionate benefit
and security of all holders of the Bonds or coupons, without preference,
priority or distinction as to lien or otherwise of any Bond over any
other Bond by reason of priority in the issue or negotiation thereof, or
otherwise, subject to the provisions of Section 8.01 hereof, and to the
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terms, provisions and stipulations in the Bonds contained; and for the
uses and purposes and upon and subject to the terms, conditions, pro-
visions and agreements herein expressed;

Axp Ir Is Heresy CoveNANTED AND Decrarep that all the Bonds
and coupons are to be issued, authenticated and delivered, and that the
trust estate is to be held and disposed of by the Trustee, upon and sub-
ject to the following covenants, terms, conditions, agreements, uses
and trusts; and the Company hereby covenants and agrees to and with
the Trustee for the benefit of the respective holders from time to time
of the Bonds and coupons, as follows:

ARTICLE ONE.
Form, ExecuTion, DeLivErY, REGISTRY AND ExcHANGE oF Boxbs.

Sgorrony 1.01. The Bonds, if registered Bonds without coupons,
shall be in substantially the form hereinbefore recited, with such varia-
tions (either to reflect any determinations made by the Board of
Directors with respect to Bonds of any series other than Series A, or
otherwise) as may be permitted by this Indenture. If any Bonds shall
be in coupon form the coupons shall be in such form as determined by
the Board of Directors. Any Bonds may include or may have imprinted
or endorsed thereon any legend or legends required in order to conform
to the rules of any securities exchange or to general usage. Definitive
Bonds shall be fully engraved.

The Bonds shall be signed on behalf of the Company by its Presi-
dent or a Vice President, and its corporate seal or.a facsimile thereof
shall be impressed or imprinted thereon, and attested by its Secretary
or an Assistant Secretary. The coupons shall bear the facsimile sig-
nature of the Treasurer of the Company. In case any of the officers
of the Company who shall have signed or sealed any Bond, or any
Treasurer of the Company whose facsimile signature appears on any
of the coupons, shall cease to be such officer before such Bonds, or the
Bonds to which such coupons appertain, shall have been actually
authenticated and delivered by the Trustee, such Bonds may neverthe-
less be authenticated by the Trustee and such Bonds and coupons issued
and delivered, as though such person had not ceased to be such officer.
Any of the Bonds may be signed or sealed on behalf of the Company
by any person who at the actual-time of the execution thereof shall be
the proper officer to sign or seal the same, and any coupon may bear
the signature of the Treasurer of the Company at the time of such
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actual execution, although at the nominal date of such Bonds such per-
sons shall not have been such officers.

Only such Bonds as shall bear thereon endorsed a certificate of
authentication substantially in the form hereinbefore recited, executed
by the Trustee, shall be secured by this Indenture or entitled to any
lien, right or benefit hereunder; no Bond and no coupon appertaining
thereto shall be valid or obligatory for any purpose until such Bond
bas been so authenticated ; and such authentication by the Trustee upon
any Bond shall be conclusive evidence that the Bond so ‘authenticated
has been duly authenticated and delivered hereunder and that the
owner is entitled to the benefits of the trust hereby created.

Before authentication and delivery of any coupon Bond, all cou-
pons for interest instalments then matured and for the payment of
which provision has been duly made shall, subject fo the provisions
of Sections 1.03 and 1.06 hereof, be detached and cancelled and, on
its written request, delivered to the Company.

Secrion 1.02. The Bonds shall be issuable in series and the Bonds
of each series shall be distinetively designated. All Bonds of the same
series shall be identical in form, except that they may be in different
denominations, and may be in coupon form and in registered form
without coupons, and except that as between Bonds of different denom-
inations and as between coupon Bonds and registered Bonds without
coupons there may be such appropriate differences authorized or per-
mitted by this Indenture as may be determined by the Board of Direc-
tors at the time of the ereation of such series.

The Bonds of any series may be issued originally as coupon Bonds
or as registered Bonds without coupons. Coupon Bonds and regis-
tered Bonds without coupons of the same series may be interchange-
able.

The coupon Bonds of each series shall bear such date as shall be
fixed and determined by the Board of Directors at the time of the crea-
tion of such series and shall bear interest from the date thereof. The
registered Bonds without coupons of eagh series shall, subject to the
provisions of Sections 1.03 and 1.07 hereof, be dated the last preceding
January 1 to which all accumulated inferest on the Bonds of such
series shall have been paid; provided, however, that in the case of the
initial issue of Bonds of any series, part of which shall be issued as
coupon Bonds, the date of any registered Bond without coupons con-
stituting part of such initial issue shall be the date of the coupon Bonds
of such series. ~Both coupon Bonds and registered Bonds without cou-
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pons of each series shall bear interest at such rate and shall be payable
on such dates, and shall mature at such time or times as shall be fixed
and determined by the Board of Directors at the time of the creation
of such series. All Bonds of each series shall be payable, both as to
prineipal, premium, if any, and inferest, at the office or agency of the
Company designated for that purpose in the Borough of Manhattan,
City and State of New York, and at such other place or places, if any,
as may be determined at the time of the creation of such series, in such
coin or currency of the United States of America as at the time of pay-
ment is legal tender for the payment of public and private debts.

The coupon Bonds of each series shall be in the denomination of
$1,000, and if the Board of Directors shall so determine at the time of
the creation of any series may also be in the denomination of $500 or
$100, or both. The registered Bonds without coupons of each series
may be in such denominations as the Board of Directors may by resolu-
tion from time to time authorize. ‘

In authorizing the issue of any series of Bonds, the Board of Direc-
tors of the Company may provide for the redemption of Bonds of such
series before the expressed date of maturity thereof (subject to the pro-
visions of Article Four hereof), for a sinking fund for the retirement
of Bonds of such series (subject to the provisions of Article Five
hereof), and may also determine that there shall be applicable to the
Bonds of such series, such variations from the form and terms herein-
before specified for Series A Bonds and also such other and different
terms and conditions as are not inconsistent with the provisions of this
Indenture.

Seomon 1.03. - The Company will keep at the office or agency to
be maintained by it in the Borough of Manhattan, City and State of
New York, and at such other place or places as may be designated in
any of the Bonds, a sufficient book or books for the registration and
transfer of the Bonds which-shall, at all reasonable times, be open for
inspection by the Trustee.

The holder of any coupon Bond expressed to be registerable as to
principal may have the ownership thereof registered on said books of
the Company and sucliregistration noted on the Bond by the Company
or its agent. After such registration, no transfer shall be valid unless
made on said books by the registered holder in person, or by his attor-
ney duly authorized, and similarly noted on the Bond. Upon presenta-
tion at such a place of registration of any such coupon Bond registered
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as to principal, accompanied by a written instrument of transfer in
form approved by the Company, executed by the registered holder or
his duly authorized attorney, such Bond shall be transferred upon such
register, and such transfer shall be noted upon such Bond. The regis-
tered holder of any such Bond shall also have the right to cause the
same to be registered as payable to bearer, in which case transfer-
ability by delivery shall be restored, and thereafter the principal of such
Bond when due shall be payable to the person presenting the Bond;
but any such Bond registered as payable to bearer may be registered
again in the name of the holder with the same effect as the first regis-
tration thereof. Registration of any coupon Bond as to principal shall
not affect the negotiability of the coupons appertaining to such Bond,
and every such coupon shall continue to be transferable by delivery
and shall remain payable to bearer.

Fvery registered Bond without coupons shall be transferable only
by the registered holder thereof in person or by his attorney duly
authorized, on said books of the Company. Whenever any registered
Bond without coupons shall be surrendered for exchange for registered
Bonds without coupons of another denomination (if expressed to be so
exchangeable), or for transfer, accompanied by.a written instrument of
transfer in form approved by the Company, executed by the registered
holder or his duly authorized attorney, the Company shall execute, and
the Trustee shall authenticate and deliver to the registered holder or
to the transferee, as the case may be, on cancellation of the Bond or
Bonds to be exchanged or transferred, a new registered Bond or Bonds
of authorized denominations without coupons of the same series for an
equal aggregate prineipal-amount. Tn case any registered Bond with-
out coupons is made transferable at any place or places other than the
office of the Trustee, the Trustee may take any steps reasonably appro-
priate to facilitate the prompt transfer of such Bond at such other place
or places.

‘Whenever any coupon Bond or Bonds of the denomination of $1,000
or of denominations aggregating $1,000, expressed to be exchangeable
for a registered Bond without coupons, together with all appurtenant
unmatured coupons, shall be surrendered for exchange for a regis-
tered Bond or Bonds without coupons, the Company shall execute and
the Trustee shall authenticate and deliver on cancellation of the coupon
Bond or Bonds so surrendered, a new registered Bond or Bonds with-
out coupons of authorized denominations of the same series and for
an equal aggregate principal amount.
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Whenever any registered Bond or Bonds without coupons, ex-
pressed to be exchangeable for a coupon Bond or Bonds, shall be sur-
rendered for exchaunge for a coupon Bond or Bonds, accompanied by a
written instrument of transfer approved by the Company, executed
by the registered holder or his duly authorized attorney, the Company
shall execute and the Trustee shall anthenticate and deliver, on can-
cellation of the registered Bond or Bonds without coupons so surren-
dered, a coupon Bond or Bonds of authorized denominations of the
same series with all appurtenant unmatured coupons, and for an equal
aggregate principal amount.

Whenever any coupon Bond or Bonds expressed to.be exchange-
able for a coupon Bond or Bonds of other denominations shall be sur-
rendered with all appurtenant unmatured coupons, for exchange for a
coupon Bond or Bonds, the Company shall execute and the Trustee shall
authenticate and deliver, on the cancellation of the coupon Bond or
Bonds so surrendered, a new coupon Bond or Bonds of anthorized de-
nominations, of the same series, with all appurtenant unmatured cou-
pons for an equal aggregate principal amount.

In every case of exchange the Trustee forthwith shall cancel the
surrendered Bond or Bonds and the coupons, if any, thereto appertain-
ing and upon the written request of the Company shall deliver the same
to it.

Fach Bond delivered pursuant to the exercise of any privilege of
transfer or exchange or in substitution for the whole or any part of
one or more other Bonds shall carry all of the rights to interest aec-
crued and unpaid, and te accrue, which were carried by the whole or
such part of such -one or more other Bonds, and notwithstanding any-
thing contained in this Indenture such Bonds if registered Bonds with-
out coupons shall be so dated, or, if coupon Bonds, have attached there-
to such coupouns, that neither gain nor loss in interest shall result from
such transfer or exchange or substitution.

For any exchange of coupon Bonds for coupon Bonds of another
denomination, or of coupon Bonds for registered Bonds without cou-
pons, or of registered Bonds without coupons for coupon Bonds, or
of tegistered Bonds without coupons for registered Bonds without
coupons of another denomination, and for any transfer of registered
Bonds withount coupons, the Company, except as otherwise provided in
Sections 1.05, 4.02 and 16.09 heveof, at its option, may require the pay-
ment of a sum not exceeding $2.00 for each new Bond issued upon such
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exchange or transfer. In addition, the Company may, in connection
with any such transfer, require the payment of any stamp taxes or
other governmental charges-connected therewith.

Secrion 1.04. As to all registered Bonds without coupons and all
coupon Bonds registered as to principal, the person in whose name the
same shall be registered on the books of the Company shall, for all
purposes of this- Indenture, be deemed and regarded as the absolute
holder and owner thereof, and payment of, or on account of, the princi-
pal of any such Bond, if it be a registered coupon Bond, and of the prin-
cipal of and interest on such Bond, if it be a registered Bond without
coupons, shall be made only to, or upon the order of, such registered
holder thereof. The Company and the Trustee and any paying agents
may deem and treat the bearer of any coupon Bond which shall not
at the time be registered as to principal, and the bearer of any coupon
for interest on any coupon Bond, as the absolute holder and owner of
such Bond or coupon for the purpose of receiving payment thereof,
and for all other purposes whatsoever; and neither the Company nor
the Trustee nor any paying agents shall be affected by any notice to the

"contrary. All such payments shall be valid and effectual to satisfy and
discharge the liability upon such Bonds or coupons to the extent of the
sum or sums so paid.

Seoron 1.05. Until definitive Bonds shall be prepared, the Com-
pany may sign and seal and, upon the written request of the Company,
signed by its President or a Vice President and by its Treasurer or
an Assistant Treasurer, the Trustee shall anthenticate and deliver,
temporary Bonds in any denomination substantially of the tenor of
the definitive Bonds in lieu of which they are issued, in bearer or reg-
istered form, with or without coupons, and with such insertions, omis-
sions, substitutions and variations as may be appropriate. Such tem-
porary Bonds shall be exchangeable, without expense to the holder,
for the definitive Bonds in lien of which they are issued, and, upon sur-
render and cancellation of such temporary Bonds, the Company shall
execute and the Trustee shall authenticate and deliver in exchange
therefor definitive Bonds of the same series for an aggregate princi-
pal amount equal to that of the temporary Bonds surrendered. Until
so exchanged the temporary Bonds shall be entitled to the same lien
and security of this Indenture in all respects as definitive Bonds
authenticated and delivered.
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Section 1.06. In case any Bond shall become mutilated or be de-
stroyed, stolen or lost, the Company, in its diseretion, may sign and
seal, and thereupon the Trustee shall authenticate and deliver, a new
Bond of the same series, with or without coupons as the case may be,
of like tenor and date, bearing the same or a different number or num-
bers and bearing the same rights with respect to interest and other-
wise, in exchange and substitution for and upon cancellation of such
mutilated Bond or in lieu of and in substitution for the Bond so de-
stroyed, stolen or lost. The applicant for such substituted Bond shall
furnish the Company and the Trustee evidence satisfactory to them of
ownership and of such mutilation, destruction, theft or loss; and such
applicant shall also furnish indemnity satisfactory to the Company and
the Trustee, and shall comply with such other reasonable regulations,
ineluding the payment of the expense incident to the preparation and
issue of such substituted Bond, as the Company or the Trustee may
preseribe. If any such mutilated, destroyed, stolen or lost Bond or
any coupon appurtenant thereto shall have matured or shall be about
to mature, the Company may pay the same without surrender thereof
instead of issuing a substituted Bond or coupon.

Srorton 1.07. The foregoing provisions of this Article One are

subject to the following specific provisions in respect of the Series A
Bonds:

The Series A Bonds shall (a) be dated as provided in Sections
1.02 and 1.03 hereof (except that Series A Bonds authenticated and
delivered to the Depositary and Exchange Agent named in the Court’s
order of October 23, 1944, or its suecessor, pursuant to Section 2.01
hereof, shall be dated January 1, 1939); (b) mature on January 1,
2014, unless the same shall become due and payable on an earlier date
as hereinafter provided; (c) bear interest from the date thereof at
the rate of 474% per annum, subject to the terms and conditions here-
inafter in this Section 1.07 and in Article Five hereof contained; (d)
be payable, as to principal and interest, at the office or agency of the
Company designated for that purpose in the Borough of Manhattan,
City and State of New York, in such coin or currency of the United
States of America as at the time of payment shall be legal tender for
the payment of public.and private debts; (e) be issuable only in the
form of registered Bonds without coupons in the denominations of
$100, $500, $1,000, $5,000 and $10,000 and such other denominations, if
any, as the Company shall from time to time authorize, and be inter-
changeable as between authorized denominations except that Bonds
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of one denomination may not be exchanged for Bonds of a lesser de-
nomination when such lesser denomination is less than $1,000; (f) be
subject to redemption as provided in Article Four hereof; (g) be con-
vertible into shares of common stock of the Company as provided in
Article Three hereof; and (h) have the benefit of the sinking fund
provided for in Article Five hereof.

Except as hereinafter provided, interest on the Series A Bonds
accruing for each calendar year shall be payable on May. 1 of the next
succeeding year. Such interest shall be mandatorily payable (except
as hereinafter provided) only out of Available Net Income remaining
after any deductions required by paragraphs (1) and (2) of Section
5.04 hereof, and subject to the conditions specified in paragraphs (3)
and (4) of said Section 5.04. Interest accruing for any calendar year
which is not paid on May 1 of the next succeeding year shall accumu-
late provided, however, that the aggregate of such accumulations shall
at no time exceed 1314 % of the principal amount of the Series A Bonds
on which such interest shall have accrued and that accrued-iuierest
earned but not theretofore paid shall be excluded for the purpose of
such 13%% limit. Accumulated interest shall be mandatorily pay-
able, subject to the conditions specified in paragraph (4) of Section
5.04, whenever and to the extent that Available Net Income for any
subsequent calendar year remaining after any deductions required by
paragraphs (1), (2) and (3) of said Section 5.04 shall be sufficient for
the purpose. Whenever the principal-of any Series A Bond shall have
become due, whether at the expressed maturity thereof, or by declara-
tion, or by call for redemption, or otherwise, there shall be mandatorily
payable on such Bond (a) interest at the rate of 415% per annum from
January 1 of the preceding calendar year to the date on which such
principal shall have become due, (b) any interest earned prior to the
preceding calendar year and not theretofore paid, and (¢) all unpaid
accumulated interest up to but not exceeding the 1314% limit herein-
above prescribed. After maturity of the Bonds, whether by declara-
tion or otherwise, the Bonds shall bear fixed interest at the rate provided
therein from the date of such maturity to the date of payment of the
principal thereof.

In view of the application of Available Net Income for the years
1939 to 1943, both inclusive, as provided in Section 5.03 hercof, interest
on the Series A Bonds shall acerue only from January 1, 1944.

The Board of Directors may at any time, in its diseretion, deter-
mine to pay on the next succeeding May 1 any interest accrued on the
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Series A Bonds (even if not earned) out of any funds lawfully available
for the purpose. Certified Resolutions setting out any such deter-
mination by the Board of Directors shall be delivered to the Trustee
by the Company before the May 1 on which such interest is payable.
Anything herein contained to the contrary notwithstanding, no in-
terest on any Bonds pledged to secure other obligations of the Company
or its subsidiaries shall be taken into account in any computations of
interest made pursuant to this Indenture if, at the time when such in-
terest would be payable under the terms of such pledged Bonds, such
interest is not required to be paid, or, if paid, would revert to the Com-
pany or its subsidiaries, under the provisions of the obligations which
such Bonds are pledged to secure or of any indenturc securing such

obligations.
ARTICLE TWO.

AvTHENTICATION AND IsSUE or BonbDs.

Section 2.01. The aggregate principal amount of Bonds which
may be anthenticated and delivered under this Indenture is not limited,
except as hereinafter in this Arricus Two hereof provided.

Upon the execution and delivery hereof, or from time to time there-
after the Company shall execute and deliver to the Trustee and there-
upon the Trustee, without further action on the part of the Company,
and without awaiting the filing or recording of this Indenture, shall
authenticate and deliver to the Depositary and Kxehange Agent named
in the Court’s order of October 23, 1944 or its successor, $21,219,000
in aggregate principal amount of the Series A Bounds. Such Bonds shall
be in such authorized denominations and in such amounts of each
denomination and registered in sueh names as may be designated by
said Depositary and Exchange Agent at any time or from time to time
in written requisitions delivered to the Trustee. No additional Series
A Bonds shall be authenticated or delivered except as provided by
Sections 1.03, 1.05, 1.06, 4.02 and 16.09 hereof.

Secriow 2.02. Bonds of any series, other than Series A, may, from
time to time, in accordance with and subject to the limitations of
this Section 2.02 and Sections 2.05 and 2.06 hereof, be executed by
the Company and authenticated by the.Trustee and delivered to or
upon the written order of the Company, signed by its President or
a Vice President and by ‘its Treasurer or an Assistant Treasurer,
upon the basis of the surrender to the Trustee for cancellation or
of the payment, redemption or other retirement of (i) Bonds there-
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tofore anthenticated, delivered and issued under this Indenture (exclud-
ing Bonds issued solely by way of pledge, except as bereinafter in
this paragraph provided), {(ii) obligations of the Company secured by
the pledge of Bonds, but only in a principal amount not exceeding the
principal amount of such obligations or the principal amount of the
Bonds so pledged, whichever shall be the less, (iii) First Mortgage
Bonds theretofore authenticated, delivered and issued under the Com-
pany’s First Mortgage (excluding First Mortgage Bonds issued solely
by way of pledge, except as hereinafter in this paragraph provided),
(iv) obligations of the Company secured by the pledge of First Mort-
gage Bonds, but only in a principal amount not exceeding the principal
amount of such obligations or the principal amount of the Iirst Mort-
gage Bonds so pledged, whichever shall be the less, or (v) obligations
(other than obligations for the deferred or serial payment of the pur-
chase price of equipment) secured by a lien prior to the lien hereof upon
property of the Company acquired after the execution and delivery of
this Indenture and subject to the lien hereof, but only in a principal
amount not exceeding 75% of the cost (determined as provided in Sec-
tion 2.03 hereof) to the Company of acquiring such property. No
Bonds shall, however, be authenticated and delivered on account of the
surrender for cancellation, payment, redemption or other retirement of
Bonds, of First Mortgage Bonds or of other obligations if such Bonds,
First Mortgage Bonds or other obligations shall have been made the
basis for the authentication and delivery of Bonds, or shall have been
used in lieu of cash to satisfy any sinking fund obligation of the Com-
pany hereunder, or under the First Mortgage, or shall have been
acquired, paid, redeemed or retired from the proceeds of property
released from the lien hereof or through the operation of any sinking
fund provided for hereunder or under the First Mortgage or through
the application of any moneys held by the Trustee as security hereunder
or held by the trustee under the First Mortgage as security thereunder,
or if the acquisition, payment, redemption or retirement of any such
Tirst Mortgage Bonds or other obligations shall have been made the
"‘basis for the delivery of bonds or cash under the provisions of the First
Mortgage.

Bonds in an aggregate principal amount not exceeding the prin-
cipal amount of the Bonds, First Mortgage Bonds or other obligations
so surrendered to the Trustee for cancellation or paid, redeemed or
otherwise retired shall (subject to the limitations stated in the preced-
ing paragraph hereof as to obligations secured by the pledge of Bonds
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or of First Mortgage Bonds) be authenticated and delivered in accord-
ance with the provisions hereof and said order of the Company upon
receipt by the Trustee of the following:

(a) The documents required by Section 2.05 hereof;

(b) An Officers’ Certificate stating that none of the Bonds,
First Mortgage Bonds, or other obligations then made the basis
for the authentication and delivery of Bonds have theretofore been
made the basis for the authentication and delivery of Bonds, or
have been used in lieu of cash to satisfy any sinking fund obliga-
tions of the Company hereunder or under the First Mortgage, or
have been acquired, paid, redeemed or retired from the proceeds
of property released from the lien hereof or through the operation
of any sinking fund provided for hereunder or under the First
Mortgage or through the application of any moneys held by the
Trustee as security hereunder, or held by the trustee under the
First Mortgage as security thereunder, and that the acquisition,
payment, redemption or retirement of such First Mortgage Bonds
or other obligations has not been made the basis for the delivery of
bonds or cash under the provisions of the First Mortgage;

(e) In case the authentication and delivery of Bonds is to be
based on the surrender, payment, redemption or other retirement
of Bonds or of First Mortgage Bonds or of obligations of the
Company secured by the pledge of Bonds or of First Mortgage
Bonds, a further Officers’ Certificate stating, as the case may be,
either (i) that none of the Bonds or First Mortgage Bonds so
surrendered, paid, redeemed or otherwise retired had been issued
solely by way of pledge, or (ii) that said obligations are then
secured by pledge of a specified prineipal amount of Bonds or First
Mortgage Bonds, and that the principal amount of Bonds then
proposed tp be authenticated and delivered under this Section
2.02 is not in excess of the principal amount so stated or the prin-
cipal amount of such obligations, whichever is less;

(d) In case the aunthentication and delivery of Bonds is to be
. based on the surrender, payment, redemption or other retirement
of obligations, other than Bonds, First Mortgage Bonds and obli-
gations secured by the pledge of Bonds or First Mortgage Bonds,
a further Officers’ Certificate stating (i) that none of such obliga-
tions are obligations for the deferred or serial payment of the
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purchase price of equipment, (ii) that such obligations are, or were
prior to such retirement, secured by a lien prior to the lien hereof
upon property of the Company subject to the lien hereof acquired
after the execution and delivery of this Indenture, and (iii) that
the principal amount of such obligations does not exceed 76% of
the cost (determined as provided in Section 2.03 hereof) to the
Company of acquiring such property, together with an opinion of
Counsel stating that such obligations are, or were prior to such
retirement, secured by a lien prior to the lien hereof upon prop-
erty which is owned by the Company and is subject to the lien
hereof ; and

(e) The Bonds, First Mortgage Bonds or other obligations
made the basis for the authentication and delivery of the Bonds
then to be authenticated; provided, however, that (i) in lieu of
surrendering Bonds to the Trustee for cancellation the Company
may deposit with the Trustee, in trust, moneys sufficient to pay at
maturity or to redeem such Bonds, including interest thereon, sub-
ject, however, in the case of Bonds called for redemption, to the
making of arrangements satisfactory to the Trustee for the com-
pletion of the call for such redemption; (ii) in lieu of surrendering
First Mortgage Bonds to the Trustee, the Company may furnish
the Trustee with proof satisfactory to the Trustee that the Com-
pany has deposited in trust with the trustee under the First Mort-
gage moneys sufficient, to pay at maturity or to redeem such First
Mortgage Bonds, including interest thereon, and in the case of First
Mortgage Bonds called for redemption that the Company has
made arrangements satisfactory to the Trustee for the comple-
tion of the call for such redemption; or the Company may deliver
to the Trustee an instrument or instruments evidencing the satis-
faction, release and discharge of the First Mortgage, together
with an opinion of Counsel that the First Mortgage has been
effectively satisfied, released and discharged, and (iii) in lien of
surrendering other obligations where secured by a prior lien on
property subject to the lien hereof, the Company may deliver to
the Trustee an instrument or instruments evidencing the satis-
faction, release or discharge of the mortgage, deed of trust or
other instrument under which such obligations were issued, as
the case may be, together with an opinion of Counsel that such
mortgage, deed of trust or other instrument has been effectively
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satisfied, released and discharged, that the property on which the
same constituted a lien is owned by the Company and is subject
to the lien hereof, and that there is no lien thereon (other than
Permitted Encumbrances) which is prior to the lien of this Inden-
ture and was junior to the lien created by such mortgage, deed of
trust or other instrument.

All Bonds, First Mortgage Bonds, or other obligations so deposited
with the Trustee shall be uncancelled and either in bearer form or
accompanied by proper instruments of assignment or transfer, and shall
be held by the Trustee uncancelled and without extinguishment or im-
pairment of the lien securing the same (except as effected as a matter
of law by the acquisition thereof by the Company) as'additional secur-
ity for the payment of the Bonds issued and to be issued hereunder;
provided, however, that:

(1) Bonds deposited with the Trustee pursuant to this Section
2.02 shall forthwith be cancelled and, on its written request, de-
livered to the Company;

(2) First Mortgage Bonds deposited with the Trustee shall
be forthwith delivered to the trustee under the First Mortgage
for cancellation; and

(3) Other obligations when deposited may be cancelled if
paid or redeemed and if the Trustee shall have been presented with
an opinion of Counsel that cancellation thereof upon such payment
or redemption is required by the mortgage, deed of trust or other
instrument pursuant to which such obligations were issued; and
the Trustee shall forthwith, to the extent permitted by law, be
subrogated to, and vested with, all the rights and liens of the
holders of said obligations.

In case upo’ﬁ'the payment, redemption or other retirement of any
obligations of the Company which are secured by the pledge of Bonds
or of Tirst Mortgage Bonds and which are thereafter used as the basis
for the authentication and delivery of Bonds under the provisions of
this Section 2.02, the Company shall become entitled to the release of
any Bonds or First Mortgage Bonds theretofore so pledged, the Com-
pany will immediately give written notice to the Trustee of that fact,
and shall obtain such Bonds 6r First Mortgage Bonds, as the case may
be, and deliver them to the Trustee. Any Bonds so delivered to the
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Trustee shall be forthwith cancelled and thereafter, upon its written
request, delivered to the Company ; and no Bonds shall be authenticated
or delivered in lieu thereof: Any First Mortgage Bonds so delivered
to the Trustee shall be forthwith delivered to the trustee under the
First Mortgage for cancellation; and no Bonds shall be authenticated
or delivered on the basis of the retirement thereof.

Srcrron 2.03. Bonds of any series, other than Series A, may,
from time to time, in accordance with and subject to* the limitations
of this Section 2.03 and Sections 2.05 and 2.06 hereof, be executed by
the Company and authenticated by the Trustee and delivered to or
upon written order of the Company, signed by its President or a Vice
President and by its Treasurer or an Assistant Treasurer, in principal
amount not exceeding 75% of the cost (determined in accordance with
Standard Accounting Rules) to the Company or to the Reorganization
Trustees of making, constructing, purchasing or otherwise acquiring,
subsequent to December 31, 1938, (i) physical additions, extensions,
improvements and betterments to any property of the Company subject
to the lien hereof, but excluding equipment, (ii) equipment acquired
new by the Company or the Reorganization Trustees, (iii) a line or
lines of railrcad or additional earrier property which the Board of
Directors shall consider necessary or useful in the operation of the
lines of railroad comprised in the trust estate and which shall not there-
tofore have been owned by any corporation not less than 95% of whose
stock of each class, except'directors’ qualifying shares, was theretofore
subject to the lien hereof and (iv) not less than 95% of the stock of each
class, except directors’ qualifying shares, of a corporation or corpora-
tions substantially all of whose assets shall consist of a line or lines of
railroad or other ecarrier property which the Board of Directors shall
consider necessary or useful in'the operation of the lines of railroad
comprised in the trust estate (such physical additions, extensioms,
improvements and betterments, equipment, line or lines of railroad,
carrier property and securities, being hereinafter sometimes referred
to generally as ‘‘Additions’’), provided:

(1) That no Bonds shall be anthenticated under this Section
9.03. on the basis of the cost of Additions unless the expenditures
constituting such cost shall have been made, or indebtedness
incurred therefor, by the Company or the Reorganization Trustees
within three years prior to the date of the application for such
authentication; provided, however, that for the purposes of this
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paragraph (1) all such expenditures made prior to the actual exe-
cution and delivery hereof shall be deemed to have been made on
the date of such actual execution and delivery;

(2) That the cost of such Additions at the time of their acqui-
sition was properly chargeable to capital account under Standard
Accounting Rules, and that the part of the cost of such Additions
being made the basis for the authentication of Bonds has not
theretofore been used as the basis for the authentication of Bonds,
or for the authentication of bonds or the payment of cash under
the First Mortgage, or for the payment of moneys deposited with
the Trustee as a part of the trust estate, or for the release of prop-
erty under any of the provisions hereof or of the Tirst Mortgage,
or been acquired through the use of insurance proceeds, or been
charged against the Capital Fund account provided for in Article
Five hereof (except that not exceeding 25% of the cost of Additions
in respect of which Bonds are authenticated under this Section
2.03 may be represented by capital investments charged against
the Capital Fund account) ;

(3) That no Bonds shall be authenticated under this Section
2.03 if the sum of the principal amount. thereof and (i) the aggre-
gate principal amount of Bonds theretofore authenticated under
this Section 2.03, (ii) the aggregate principal amount of bonds
theretofore authenticated under the First Mortgage on the basis
of Additions, (iii) the aggregate amount of deposited cash there-
tofore withdrawn under Section 2.04 in lien of the authentication
of Bonds under this Section 2.03, and (iv) the aggregate amount
of deposited cash theretofore withdrawn under the First Mortgage
in lieu of First Mortgage Bonds on the basis of Additions, would
exceed 75% of the amount by which the total charges made by the
Company or the Reorganization Trustees, subsequent to December
31, 1938, to"any of its or their accounts to which any Additions
made since that date have been charged, shall be in excess of the
total credits by the Company or the Reorganization Trustees to
such accounts during said period; provided, however, that the pro-
visions of this paragraph (3) shall not be applicable in the event
the Additions upon which the application for authentication of
Bonds is based consist of (a) a line or lines of railroad not there-
tofore subject to the lien of this Indenture or owned by any cor-
poration not less than 95% of whose stock of each class, except
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directors’ qualifying shares, was theretofore subject to the lien
hereof, (b) 95% of the stock of each class, except directors’ quali-
fying shares of a corporation substantially the entire assets of
which consist of a line or lines of railroad of the character described
in subdivision (a), or (¢) equipment acquired new by the Company
or the Reorganization Trustees;

(4) That in case any Additions shall be acquired subject to
~any lien or charge prior to the lien hereof, other:than Permitted
Encumbrances, (a) the amount of such prior lien or charge shall
be considered as a part of the cost of such Additions, whether
or not the indebtedness secured by such prior lien or charge be
assumed by the Company, and (b) the principal amount of Bonds
which may be authenticated under this Section 2.03 in respect of
the cost of such Additions shall (except to the extent that such prior
lien or charge shall have theretofore been taken into account on
some previous application for Bonds or cash or the release of
property hereunder, or for bonds or cash or the release of property
under the First Mortgage) be determined by deducting the amount
of such prior lien or charge from the principal amount of Bonds
which might otherwise be so authenticated hereunder;

(5) That no Bonds shall be authenticated under this Section
2.03 and no cash (other than proceeds of insurance on equip-
ment) shall be paid out under any of the provisions of this In-
denture, on the basis of the cost of equipment unless at or prior
to the time of such authentication or payment of cash the Company
shall establish, by supplemental indenture delivered to the Trustee,
a sinking fund (in addition to any other sinking fund then in effect
for any series of Bonds) payable in equal annual instalments for
the number of years shown as the efficient service life of such
equipment in the Officers’ Certificate furnished pursuant to para-
graph (b) of this Section 2.03 or for fifteen years (whichever
number of years shall be the smaller), each annual payment to be
in an amount equal to the principal amount of the Bonds so
authenticated, or the amount of the cash so paid out, as the case
may be, divided by the number of years for which said sinking
fund shall be payable, and all such sinking fund payments to be
applied to the purchase or redemption of Bonds in such manner as
may be provided in the supplemental indenture establishing such
sinking fund;
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(6) That no Bonds shall be authenticated under this Section
2.03 on the basis of (a) the cost of acquisition of equipment subject
to any equipment trust agreement, lease, conditional sale agree-
ment, mortgage or other lien, other than the lien of the First Mort-
gage, or (b) the cost of additions, improvements or betterments to
equipment.

(7) That no Bonds shall be authenticated under this Section
2.03 on the basis of the stock of another corporation if the sum of
the aggregate principal amount of Bonds or First Mortgage Bonds
authenticated, and the aggregate amount of deposited cash with-
drawn hereunder or under the First Mortgage, on the basis of the
cost of the stock of such corporation plus the aggregate principal
amount of indebtedness of such corporation (other-than indebted-
ness of the character referred to in clauses (1) and (2) of Section
6.16 hereof) would exceed 76% of the sum of the cost to the
Company of acquiring such stock plus the aggregate principal
amount of such indebtedness.

Bonds shall be authenticated and delivered under this Section 2.03
in accordance with the provisions thereof and said orders of the Com-
pany upon receipt by the Trustee of the following:

(a) The documents required by Section 2.05 hereof;

(b) An Officers’ Certificate, dated not more than thirty days
prior to the delivery thereof, stating:

(1) That the Company, or the Reorganization Trustees,
subsequent to December 31, 1938, made, constructed, purchased
or otherwise acquired certain Additions (describing them with
sufficient detail to identify them); that all said Additions are
of such a character that under the provisions of this Section
2.03 the cost thereof may be made the basis for the authentica-
tion of Bonds; and that all such Additions are subject to the
lien hereof, subject only to the prior liens and charges, if any,
specified  in said Officers’ Certificate and to Permitted En-
cumbrances ;

(ii) The cost (determined in accovdance with Standard
Accounting Rules) to the Company or to the Reorganization
Trustees of each such Addition; that the expenditures consti-
tuting suech cost were made or indebtedness was ineurred
therefor within the period hereinbefore in paragraph (1) of
this Section 2.03 provided; and that such cost was, at the time
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of the acquisition of such additions, properly chargeable to
capital account under Standard Accounting Rules, and has
been so charged;

(iil) That the part of the cost of such Additions being
made the basis for the authentication of Bonds has not there-
tofore been used as the basis for the authentication of Bonds
or for the authentication of bonds or the payment of cash
under the First Mortgage, or for-the payment of moneys de-
posited with the Trustee as a part of the trust estate, or for
the release of property under any of the provisions hereof or
of the First Mortgage, or been acquired through the use of
insurance proceeds, or been charged to or the Company re-
imbursed therefor out of the Capital Fund account provided
for in Article Five hereof (except that said Officers’ Certificate
may state facts showing that not exceeding 25% of the cost of
such Additions has been charged to, or the Company reim-
bursed therefor out of, the Capital Fund account) ;

(iv) The facts necessary to show compliance with the pro-
visions of paragraphs (3) and (7) of this Section 2.03, or to
show that said provisions are not applicable;

(v) Whether any such Additions are subject to any lien
or charge prior to the lien hereof, (other than, except in the
case of equipment, Permitted Encumbrances), and if so the
amount thereof; and the facts necessary to show the extent
to which such prior lien or charge shall have been theretofore
taken into account on any previous application for Bonds or
cash or the release of property hereunder, or for bonds or
cash or the release of property under the First Mortgage; and

(vi) If any equipment is included in said Additions, the
efficient service life of such equipment; that such equipment
was new when acquired and was acquired on a date specified
in such certificate, and that such equipment is subject to the
lien hereof and is not subject to any equipment trust agree-
ment, lease, eonditional sale agreement, mortgage or other
lien, other than the lien of the First Mortgage, and that no
written notice of the kind provided for in Granting Clause
Frrre of this Indenture has been given in respect of such
equipment;
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(¢) All such deeds, conveyances, assignments or instruments of
further assurance (if any), and evidence of such filing or recording
thereof, as may be necessary for the purpose of effectually subject-
ing such Additions to the lien hereof, subject (in the case of equip-
ment) only to the lien of the First Mortgage, or subject (in the case

. of Additions other than equipment) only to the prior liens and
charges, if any, specified in the Officers’ Certificate delivered to the
Trustee pursuant to paragraph (b) of this Section 2.03 and to
Permitted Encumbrances; but all Additions in respect of which
Bonds shall be issued hereunder shall, upon the making, construc-
tion, purchase or other acquisition thereof, forthwith become and
be subject to the lien hereof;

(d) An opinion of Counsel that said Additions are of such
character that under the provisions of this Section 2.03 the cost
thereof may be made the basis for the authentication of Bonds;
that the Company has good title thereto; that the deeds, convey-
ances, assignments and instruments of further assurance (if any)
delivered to the Trustee pursuant to the foregoing paragraph (¢) of
this Section 2.03 are, or upon such filing or recording as may be
specified in said opinion will be, valid and sufficient for the purpose
of effectnally subjecting such Additions to the lien hereof, or that
no such instruments are necessary; that such Additions are sub.
ject to the lien hereof as a lien thereon, subject (in the case of
equipment) only to the lien of the First Mortgage, or subject (in
the case of Additions other than equipment) only to the prior liens
and charges, if any, specified in the Oficers’ Certificate delivered to
the Trustee pursuant to paragraph (b) of this Section 2.03 and
to Permitted Encumbrances;

(e) In case any Bonds are to be authenticated on the basis of
the cost of equipment, an indenture supplemental hereto establish-
ing a sinking fund in compliance with the provisions of paragraph
(5) of this Section 2.03; and

(f) The securities, if any, included in such Additions, provided,
however, that if the opinion of Coungel delivered to the Trustee
pursuant to paragraph (d) of this Seetion 2.03 shall state that such
securities are required to be delivered to the trustee under the First
Mortgage, the Trustee may receive, in lieu of such securities, a
certificate of the trustee under the First Mortgage that it holds
such securities subject to the First Mortgage.
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Section 2.04, Bonds of any series,-other than Series A, may, from
time to time, in accordance with and subject to the limitations of this
Section 2.04 and Sections 2.05 and 2.06 hereof, be executed by the
Company and authenticated by the Trustee and delivered to or upon
the written order of the Company, signed by its President or a Vice
President and by its Treasurer or an Assistant Treasurer, upon the
basis of and equal in principal amount to cash deposited with the
Trustee. Bonds shall be authenticated and delivered by the Trustee
under this Section 2.04 in accordance with the provisions thereof and
said order of the Company upon receipt by the Trustee of the documents
required by Section 2.05 hereof. The moneys so deposited (hereinafter
called ‘“‘deposited cash’’) shall be held by the Trustee as part of the
trust estate until paid out from time to time as herein provided.

Whenever the Company would be entitled to the authentication
and delivery of Bonds under the provisions of Section 2.02 or Section
2.03 hereof, the Trustee shall, in lieu of such Bonds, pay over in accord-
ance with the written order of the Company, signed by its President
or a Vice President and by its Treasurer or an Assistant Treasurer,
from deposited cash then held by it, a sum in cash equal to the principal
amount of such Bonds, upon delivery to the Trustee of the following:

(a) Certified Resolutions requesting the payment of a speeci-
fied amount of such cash to the Company;

(b) In case the payment of deposited cash is to be made in
lien of the authentication of Bonds under Section 2.02 hereof,
the documents-required by paragraphs (b), (¢), (d) and (e) of
said Section 2.02;

(c¢) In case the payment of deposited cash is to be made in
lieu of the authentication of Bonds under Section 2.03 hereof, the
documents required by paragraphs (b), (e), (d), (e) and (f) of
said Section 2.03; and v

(d) An Officers’ Certificate, dated not more than thirty days

prior to the delivery thereof, stating that no event of default as
defined in Section 8.02 hereof has happened and is continuing.

Srorion. 2.05. Whenever requesting the authentication and de-
livery of any Bonds, other than Series A Bonds and Bonds issued in
lieu of or in substitution for other Bonds pursuant to the provisions
of Sections 1,03, 1,05, 1.06, 4.02 and 16.09 hereof, the Company, in
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addition to complying with the other requirements hereof, shall deliver
to the Trustee:

(1) Certified Resolutions requesting the Trustee to authen-
ticate and deliver a specified principal amount of Bonds of a desig-
nated series;

(2) If such Bonds are to be of a series not previously au-
thorized :

(a) Certified Resolutions designating the series to be
created, and specifying the maximum principal amount, the
denominations, maturity or maturities, rate of interest, terms
of redemption (if redeemable) and of exchange for Bonds
of other denominations (if so exchangeable) and other provi-
sions, not inconsistent with this Indenture, of the Bonds of
such series, to all of which the Bonds authenticated shall con-
form, and authorizing the execution and delivery of the sup-
plemental indenture hereinafter provided for;

(b) An indenture supplemental hereto ecreating and de-
scribing such new series, and setting forth the text of the
Bonds thereof and the coupons (if any) to be attached to such
Bonds;

(3) Unless the opinion of Counsel hereinafter in paragraph
(4) of this Section 2.05 provided for ghall state that no such au-
thorization or approval is required, a certified copy or copies of
an order or orders of all governmental bodies, if any, whose au-
thorization or approval is required, authorizing or approving the
issue of such Bonds;

(4) An opinion of Counsel stating that the execution and
delivery of such Bonds has been duly authorized by the Company
and, if such Bonds are to be of a series not theretofore created,
that the terms and provisions of the Bonds of the proposed series
are authorized cor permitted by this Indenture; that no authoriza-
tion or approval by any governmental body or bodies is required
by law for the valid issue of such Bonds except such authorizations
or approvals as shall be evidenced by the copies of the orders
delivered to the Trustee pursuant-to'paragraph (3) of this Section
2.05; that the decuments referred to therein and theretofore or
therewith delivered to the Trustee conform to the requirements
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hereof, and constitute sufficient authority hereunder for the Trus-
tee to authenticate and deliver such Bonds; and that such Bonds
when issued will constitute valid and binding obligations of the
Company according to their terms, and will be secured by this
Indenture;

(5) An Officers’ Certificate stating that the Company has con-
tracted forthwith to sell or pledge such Bonds and, if such Officers’
Certificate shall state that the Company has contrgeted to pledge
such Bonds, stating that, upon the making of such pledge, the ag-
gregate principal amount of all Bonds under pledge by the Company
will not exceed the aggregate principal amount of all indebtedness
secured by pledged Bonds by more than 10% of the aggregate
principal amount of Bonds then outstanding; and the aggregate
principal amount of all Bonds and First Mortgage Bonds under
pledge by the Company will not exceed the aggregate principal
amount of all indebtedness thereby secured by more than 10% of
the aggregate principal amount of all Bonds and First Mortgage
Bonds then outstanding;

(6) Certified Resolutions, certified to have been adopted by
the affirmative vote of at least two-thirds of the members of the
Board of Directors then in office, setting out a determination that,
in the opinion of the Board of Directors, taking into account market
and all other relevant conditions at the time, it is impracticable to
provide the amount of money needed by the Company and expected
to be realized by the sale or pledge of such Bonds (a) by the sale
of preferred stock of the Company at a price which would provide
for the purchaser thereof a current dividend return of 6% or less
on the purchase price of such stock,or (b) by the sale of common
stock of the Company at a price, not less than $50 a share, which
would provide for the purchaser thereof a current dividend return
(based on the regular dividend rate on the Company’s common
stock then in effect, or if no such rate is then in effect, on the
average rate at which dividends shall have been paid on such stock
during the preceding twelve calendar months) equal to 6% or less
on the purchase price of such stock; and

(7). An Officers’ Certificate, dated not more than thirty days
prior to the delivery thereof, stating that no event of default as
defined in Section 8.02 has happened and is continuing.
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Seorion 2.06. No Bonds of any series, other than Series A Bonds
and Bonds issued in lieu of or in substitution for other Bonds pursuant
to the provisions of Sections 1.03, 1.05, 1.06, 4.02 and 16.09 hereof,
shall be authenticated or delivered, and no deposited cash shall be paid
to or upon the order of the Company under Section 2.04 hereof, if an
event of default as defined in Section 8.02 hereof shall, to the knowledge
of the Trustee, have happened and be continuing.

ARTICLE THRER.
ConversioN or Series A Bonbs.

Secrion 3.01. At the election of the respective holders thereof
the Series A Bonds may, subject to the provisions of this Article
Three, be converted at their principal amount at any time prior to
maturity (except as hereinafter provided with respect to. Bonds which
have been called for redemption) into shares, fully paid and non-
assessable, of the common stock of the Company, at the rate of two
shares of such common stock for each $100 principal amount of the
Bonds converted; provided, however, that only the whole principal
amount of any Bond may be converted; and on presentation and sur-
render to the Company at its office or agency in the Borough of Man-
hattan, City and State of New York, of Bonds for conversion with a
written instrument of transfer in form approved by the Company
executed by the registered holder or his duly authorized attorney,
together with written nofice of the election of such holder to convert
the Bonds so surrendered, the Company will deliver in exchange therefor
certificates for such stock. The Company will deliver all such sur-
rendered Bonds to the Trustee, and thereupon such Bonds shall he
cancelled by the Trustee and delivered to the Company.

Subject to the provisions of Section 4.01 hereof, the right to
convert a Bond of Series A shall terminate as to any Bond called
for redemption on the close of business on the day next preceding
the-date designated for redemption of such Bond, unless funds for
the redemption thereof shall not have been deposited with the Trustee
by the Company on or before the daté designated for redemption,
in which latter case the Bonds shall continue to be convertible until
paid. The conversion right on all Bonds shall terminate at the close
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of business on the day next preceding the date of maturity thereof.
If any Bonds of Series A be converted after the same shall have been
called for redemption for the Sinking Fund, the redemption price shall
be added to the next succeeding Sinking Fund payment on the Bonds and
applied as provided in Section 5.08 hereof.

Secrron 3.02. If any Bonds are surrendered for conversion on or
after January 1 and before May 1 of any year, the interest, if any,
which would have been payable on account of said Bonds, if the same
had not been surrendered for conversion, shall nevertheless be payable
on May 1 of said year, and such interest shall be payable to the last
registered holder of the Bonds so surrendered.

If at the date of surrender of any Bonds for conversion a divi-
dend or dividends or other distribution shall have been declared
and be unpaid upon the common stock of the Company, the shares of
stock so issued upon such conversion shall not be entitled to partici-
pate in any such dividend or other distribution; the right of holders
of stock issued upon the conversion of Bonds to participate in divi-
dends or other distributions declared upon such stock shall pertain only
to dividends or other distributions declared after the date on which the
Bond surrendered in exchange therefor shall have been surrendered
for conversion.

Seoron 3.03. The Cqmpany shall not be required, in order to
convert any Bonds, to issue its common stock while the transfer books
of the Company are closed for any purpose, but, subject to the pro-
visions of Section 4.01 hereof, the right of conversion shall not be sus-
pended during the period such books shall be closed. Bonds surren-
dered for conversion during such period shall be deemed to have been
converted and the holders thereof to have become stockholders of the
Company for all purposes (except the purpose of voting) upon the
surrender of such Bonds for conversion. Certificates for such shares
shall be delivered forthwith upon the opening of such books.

Seorron 3.04. The issue of stock certificates on conversion of
Bonds shall be made free of any stamp tax or other tax or governmental
charge in respect of such issue, and issue and delivery of such certifi-
cates shall be in the respective names of, or in such name as may be
directed by, the holders of Bonds so surrendered for conversion. The
Company shall not, however, be required to pay any stamp tax or other
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tax or governmental charge which may be payable in respect of any
transfer involved in the issue and delivery of stock in a mame other
than that of the holder of any Bonds so converted, and no such issue
or delivery shall be made unless the person requesting such issue has
paid to the Company the amount of any such stamp tax or other tax
or governmental charge or has established to the satisfaction of the
Company that such tax or charge has been paid.

Srcrron 3.05. The Company has authorized and reserved for the
conversion of Series A Bonds 424,380 shares of its common stock with-
out par value, and covenants that at all times there shall be reserved
solely for such purpose a number of shares of its commnion stock sufficient
to convert, in accordance with the provisions of this Article Three, all
the Series A Bonds outstanding under this Indenture.

Section 3.06. In the event that the Company shall change the
shares of its common stock into the same or a different number of
shares with or without par value, or into the same or a different number
of shares of any other class or classes, any holder of Bonds of Series
A, upon conversion thereof, shall be entitled to receive such number
of shares into which the common stock shall have been changed as will
be equivalent to the number of shares to which he would have been
entitled if the Bonds had been converted prior to such change.

In no event shall the Company be required to issue any fractional
shares of its common stock for the purpose of converting Bonds. If
the number of shares of such stoek deliverable upon conversion of
Bonds shall include a fraction, the Company shall deliver in respect
of such fraction of a share to the holder of the Bonds converting the
same serip certificates in such form ag it may approve for the fraction
of a share to which such holder shall be entitled, such serip certificates
to be exchanged for certificates of stock when presented in appropriate
amounts., '

Secrion 3.07. In the event that the Company shall consolidate
with, merge with or into, or sell the trust estate as a whole or sub-
stantially as a whole, to any other corporation, provision shall be made
as a part of such consolidation, merger or sale that, as provided in this
Article Three, the holders of the Series A Bonds may thereafter con-
vert the same into such security (including in that term stock) or
assets as may be issuable or payable with respect to the shares of
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common stock into which such Bonds were convertible at the time of
such consolidation, merger or sale. No such consolidation, merger
or sale shall be made by the terms of which any holder of Series A
Bonds upon conversion thereof shall receive shares of stock of the cor-
poration resulting from such consolidation or merger or to which such
sale shall be made, unless such shares shall upon the issue thereof be
fully paid and non-assessable.

The Company covenants and agrees that any such .successor corpo-
ration, whether by consolidation, merger or purchase, shall for the
purpose of conversion of Series A Bonds, in accordance with this Sec-
tion, reserve the securities and assets into which the Series A Bonds
may be convertible to an amount sufficient for the conversion of the
entire principal amount of said Bonds then outstanding in accordance
with the provisions of this Indenture.

Secrion 3.08. In case the Company shall take any action which
under the provisions of this Article Three may change the conversion
rate or the character of the common stock into which the Series A Bonds
may be converted, or which may substitute in whole or in part for such
stock other securities or assets, the Company shall within one month
after such change or substitution file with the Trustee a statement
signed by its President or a Vice President and by its Treasurer,
Assistant Treasurer, General Auditor, Assistant General Auditor, or
other chief accounting officer, showing in detail the change in char-
acter, number, class or par value of shares as the case may be, the
new conversion basis or, in case of a consolidation, merger or sale,
the securities or assets thereafter deliverable in lieu of shares of the
common stock of the Company on conversion of Series A Bonds. A
copy of such statement shall be mailed by the Trustee to each registered
holder of Series A Bonds at his'last address appearing on the Bond
registry books, with reasonable promptitude.

Seorroxw 3.09. The Trustee shall be under no duty to examine into
the truth and accuracy or in any way to verify the facts or conclusions
set forth in any statement filed with or delivered by the Company to the
Trustee pursuant to Section 3.08 hereof, and the Trustee may rely upon
each and every such statement and shall be fully protected in any action
taken or omitted in good faith and in reliance thereon. In case the
holders of ten per cent (10%) in principal amount of the Series A
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Bonds then outstanding shall give written notice to the Trustee that
they question the correctness of any such statement, or of any fact or
conclusions therein set forth, the Trustee shall, upon being indemnified
to its satisfaction, cause an investigation thereof to be made, in such
manner as in its sole discretion it may deem advisable, and if, as a
result of such investigation, the Trustee shall determine that any
correction should be made in any such statement, then the Trustee shall
notify the Company in writing of any such correction. If the Company
shall accept such correction, such statement shall be deemed to have
been filed as modified by such correction. If the Company shall refuse
to accept such correction, the Trustee shall take such further action,
if any, as in its judgment shall seem appropriate under the ecircum-
stances to secure a determination of the matters in issue.

Secrion 3.10. At all times until the paymeiit of the Series A Bonds,
the Company will keep an office or agency in the Borough of Manhattan,
City and State of New York, where Series A Bonds may be presented
for conversion as provided in this Article Three and will notify the
Trustee in writing from time to time of the location of such office or
agency. '

ARTICLE FOUR.
Repemprion or Bownbps.

Srorion 4.01. At the option of the Company, or through the opera-
tion of the Sinking Fund provided for in Section 5.07 hereof, the Series
A Bonds may be redeemed, in whole or in part, on the conditions herein-
after stated, on May 1, of any year, at-a redemption price equal fo the
aggregate of (a) the principal amount redeemed, (b) interest thereon
at the rate of 414% per annum from January 1 of the preceding calen-
dar year to the‘redemption date, (¢) any interest earned prior to the
preceding calendar year and not theretofore paid, and (d) all accumu-
lated and unpaid interest up to an amount not in excess of 1314 % of
the principal thereof. :

Notice of redemption of the Series A Bonds or any part thereof
shall be given at the expense of the Company by mailing such notice,
postage prepaid, to the registered holders of the Series A Bonds called
for redemption, at least thirty days prior to the date designated for
such redemption, at their last address on the Bond registry books.
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Such notice shall state the election on the part of the Company to
redeem the Series A Bonds specified therein, or that such Bonds are
called for redemption through the operation of the Sinking Fund,
as the case may be, shall specify the redemption date and the redemp-
tion price, and shall state that interest on the Bonds called for
redemption will cease to accrue from and after the date designated
for redemption. Said notice shall also require that the Series A Bonds
called for redemption be presented for payment at the principal trust
office of the Trustee in the Borough of Manhattan, City and State of
New York. Said notice shall also state that the right to convert the
Series A Bonds called for redemption into common stock of the Com-
pany shall terminate on the close of business on the day next preceding
the redemption date.

If a part only of the Series A Bonds shall be called for redemption,
the particular Bonds to be redeemed shall be determined by lot, by
the Trustee in any manner deemed by it, in its unrestricted discretion,
to be fair; provided, however, that (a) the unit for redemption purposes
shall, except as hereinafter provided, be $1,000 in prineipal amount and
to that end any Bond of a principal amount in excess of $1,000 shall
be represented by a separate number for each $1,000 of its principal
amount and Bonds having a principal amount of less than $1,000 shall,
to the extent possible, be grouped into units aggregating $1,000 and
(b) for reasons of convenience Bonds held by the Secrip Agent under
the General Mortgage Bond Scrip Agreement dated as of December 28,
1944, between the Company and City Bank Farmers Trust Company
as Scrip Agent, and Bonds which have been reserved for distribution
pursuant to the Plan and the Court’s order of November 27, 1944
which have not been distributed at the time of the draw, shall be excluded
from the call. Unless any such redemption be out of the Sinking Fund,
the Company shall give the Trustee at least 15 days’ written notice of
the aggregate principal amount of Bonds to be redeemed.

During the period of fifteen (15) days mnext preceding the first
mailing of notice of redemption of Bonds to be redeemed (a) the
Company shall not be required to and, if the Trustee so requests,
shall not make transfers or deliveries of Series A Bonds upon a con-
solidation of Secrip Certificates therefor, (b) the holders of Series
A Bonds shall not be permitted to convert the same, and (c¢) the
Trustee shall not be required to authenticate and deliver Series A
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Bonds, and the Company shall not be required to, and if the Trustee
shall so request it shall not, make transfers or exchanges of any Bonds
called or being called for redemption.

If less than the whole principal amount of any Series A Bond shall
be called for redemption, the notice of redemption shall specifically
state the portion of the principal amount thereof which is to be
redeemed, and that, upon presentation of such Bond for redemption,
there will be issued in lieu of the unredeemed portion of the principal
amount thereof a new Series A Bond or Bonds of an aggregate prin-
cipal amount equal to such unredeemed portion.

In case any or all of the Bonds of any series, other than the Series
A Bonds then outstanding, are to be redeemed, notice of redemption
shall be given in the manner, for the period and in the form determined
at the creation of such series. If part only of the Bonds of any series,
other than Series A, shall be called for redemption, the particular
Bonds to be redeemed shall be determined by lot by the Trustee in any
manner deemed by it, in its unrestricted discretion, to be fair and the
notice of redemption shall specify the serial numbers of the Bonds to be
redeemed and if any of the Bonds to be redeemed be coupon Bonds
notice of redemption shall be given at the expense of the Company
by publication in a daily newspaper printed in the English language
and published and of general circulation in the Borough of Manhattan,
City and State of New York, and in a daily newspaper similarly printed
and published and of general circulation in.the Oity and County of
San Francisco, Cal¥ornia, once in each week for four successive calen-
dar weeks, the first publication to be not less than thirty days nor more
than sixty days prior to the date designated for such redemption. If
less than the whole principal amount of any Bond of such series shall
be called for redemption, the notice shall also specifically state the
portion of the principal amount thereof which is to be redeemed and
that upon preééhtation of such Bond for redemption there will be issued
in lieu of the unredeemed portion of the prineipal amount thereof a new
Bond or Bonds (either a coupon Bond or Bonds or a registered Bond
or Bonds without coupons if the Bonds of such series are issuable in
both forms) of the same series of an aggregate principal amount equal
to such unredeemed portion.

Smoron 4.02. Notiee of redemption having been duly given in jche
manner provided in Section 4.01; the Bonds so called for redemption
shall, on the date designated for redemption in such notice, become due
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and payable at the redemption price thercof; and (unless such Bonds
are to be redeemed through the operation of the Sinking Fund) if the
Company on or before the date designated for redemption shall have
deposited in trust with the Trustee an amount in cash sufficient to
redeem all the Bonds called for redemption at such redemption price,
then from and after the date of redemption so designated, no further
interest shall acerne on said Bonds, and upon presentation thereof in
accordance with said notice, with, in the case of coupon Bonds, all
unmatured coupons thereto appertaining, ail coupons” thereto apper-
taining representing interest payable as part of the redemption price,
and all other coupons thereto appertaining except coupons for the
payment of which moneys shall theretofore have been deposited in
trust with the Trustee or with any paying agent, said Bonds shall
be paid at such redemption price; provided, however, that in case any
coupon representing interest payable as part of the redemption price
of any coupon Bond shall not be presented with such Bond, such
Bond shall be paid at the redemption price less the amount of acerued
interest represented by such coupomn, and such interest shall be paid
to the holder of such coupen mpon the presentation thereof for pay-
ment. If not so paid and redeemed on such presentation thereof, the
Bonds shall continue to bear interest at the rate expressed therein
until paid.

If a portion only of any Bond of a denomination larger than $1,000
shall be called for redemption, the: Company, upon the surrender of
such Bond, accompanied (if such Bond be registered) by a written
instrument of transfer in a form approved by the Company, executed
by the registered holder-or his duly authorized attorney, shall execute
and the Trustee shall authenticate and deliver without charge to the
holder thereof a registered Bond or Bonds without coupons (or either
coupon Bonds or registered Bonds, if the redemption is of a series
issuable in both coupon and registered form) of the same series, in
any authorized denomination or denominations; all as requested by
such holder, for the unredeemed balance of the principal amount of
the Bond so surrendered.

Sroriox 4.03. All Bonds redeemed and paid under the provisions
of this Article Four, and the coupons, if any, appertaining thereto,
shall be forthwith cancelled by the Trustee, and all such Bonds paid
by the Company or any paying agent shall be delivered to the Trustee
for that purpose. After such cancellation such Bonds shall, upon its
written request; be delivered to the Company.
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ARTICLE FIVE.

DETERMINATION AND APPLICATION OF AVAILABLE NET INCOME;
Caprran Fuxnp anp Sinkive Fuwo.

Secrion 5.01. Subject to the provisions of Section 5.03 hereof,
Available Net Income shall be determined for each year beginning with
the year 1939, and applied as provided in this Article Five. All com-
putations of Available Net Income shall be made on a calendar year
basis. Subject to the provisions of Section 5.03 hereof, Available Net
Income during the period from January 1, 1939 to December 31,
1944, shall be computed as if (a) all new securities distributable under
the Plan, except the bonds issued under the First Mortgage, had been
issued on January 1, 1939 and remained outstanding throughout that
period, (b) on and after January 1, 1939, the income available for fixed
charges of the Reorganization Trustees had been income available for
fixed charges of the Company, and (¢) the fixed charges of said Reor-
ganization Trustees (including, without limitation thereto, interest on
trustees’ certificates or other obligations issued by the Reorganization
Trustees) had been fixed charges of the Company.

For the purposes of this Article Five (a) ‘‘income available for
fixed charges,’’ ‘‘fixed charges’’ and any other accounting terms used
herein shall be determined in accordance with Standard Accounting
Rules; (b) charges to operating expenses in respect of retirements of
non-depreciable property not replaced shall not be taken into account
in determining Available Net Income; and (¢) the term ‘‘wholly owned
railway subsidiaries’’ shall mean corporations organized for the pur-
pose of engaging in transportation by railroad as such terms are
defined in Title 49, United States Code, not less than 95% of whose
stock of each class, except directors’ qualifying shares, was owned by
the Company during the entire year in question.

Sectioxn 5.02. Subject to the provisions of Section 5.03 hereof,
Available Net Income for any year shall be computed by deducting the
sum of the fixed charges of the Company and of all of its wholly owned
railway subsidiaries accrned during such year from the sum of the
income available for fixed charges of the-Company and of such sub-
sidiaries in such year (eliminating offsetting intercorporate items),
provided, however: s
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(1) In determining Available Net Income, no amounts ex-
pended from the proceeds of the trustees’ certificates issued for
rehabilitation purposes by the Reorganization Trustees shall be
deducted, whether or not under Standard Accounting Rules such
expenditures would be chargeable as operating expenses;

(2) If Available Net Income for any year be a deficit, the
amount of such deficit may, in the discretion of the Board of Direc-
tors, be carried forward and dedueted in determining Available
Net Income for the succeeding year or years until such deficit, or
any accumulated or remaining deficit, be extinguished by earnings
which, in the absence of such deficit or deficits, would be Available
Net Income; and

(3) In determining Available Net Income for any year, (a)
any adjustment mnecessary to correct the income-account of the
Company and its wholly owned railway subsidiaries for any prior
year shall be made by appropriate entries, and may either be made
in the accounts of the current year (unless such making of such
entries would be in violation of Standard Aecounting Rules) or, in
the discretion of the Board of Direetors and subject to any requisite
approval of the Commission, may be made in whoele or in part in
the accounts of any other year or years, and (b) any debits or
credits made in the accounts of the current year to adjust entries
in the income accounts of prior years, whether cleared through in-
come or profit and loss accounts, shall be treated as income items
for the year in which they are entered on the books.

Seerion 5.03. The Court, by its order of September 25, 1944,
determined Available Net Income for each of the years 1939 to 1943
inclusive to have been as follows:

1939 ... SO U $ 1,017,478.91
1940 v i $ 2,156,001.35
L9 e $4,093,588.31
1942 o $ 9,484,368.12
193 oot $18,703,511.00

Total .......... ... .t $35,454,947.69
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The Court, by its said order, determined and directed the applica-
tion of an amount equivalent to such Available Net Income as follows:

(1) $1,698,562.25 to be credited by the Company to the Capi-
tal Fund account hereinafter mentioned;

(2) $4,774,275 to be paid to the Depositary and Hxchange
Agent named in the Court’s order of October 23, 1944, for dis-
tribution to those entitled to receive Series A Bonds pursuant to
the Plan (or scrip certificates therefor), at the rate of $22.50 in re-
spect of each $100 principal amount of Series A Bonds distributed;

(3) $424,360 to be applied to the making of the sinking fund
payment in respect of the Series A Bonds provided for in para-
graph (1) of Section 5.07 hereof;

(4) $5,035,516.62 to be paid to said Depositary and Exchange
Agent, for distribution to those entitled to receive preferred stock
of the Company pursuant to the Plan (or scrip certificates there-
for), at the rate of $15.81 in respect of each share of preferred stock
distributed;

(5) $2,871,294.90 to be paid to said Depositary and Exchange
Agent, for distribution to those entitled to receive common stock
of the Company pursuant to the Plan(or scrip certificates there-
for), at the rate of $9.00 in respeet of each share of common stock
distributed ; and

(6) $20,650,938.92, being the remaining balance of said amount,
to be applied to any proper corporate purpose of the Company.

The amounts to be paid the Depositary and Exchange Agent as
stated in the foregoing paragraphs (2), (4)-and (5) are subjeet to minor
adjustments as contemplated in said order.

Within thirty days after the execution and delivery hereof, the
Company will eredit to the Capital Fund account hereinafter men-
tioned the sum’of $1,698,562.25 referred to in the foregoing paragraph
(1) and will pay to the Trustee, pursuant to Section 5.07 hereof, the
sum of $424,360 referred to in the foregoing paragraph (3).

Smerion 5.04. Available Net Income for each year subsequent to
the year 1943 shall be determined by the Board of Directors before
May 1 of the next succeeding year and shall be applied on such May 1
for the following purposes and in the following order:

(1) If on the date of such application the aggregate principal
amount of bonds outstanding under the First Mortgage shall equal
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or exceed $20,000,000, all of such Available Net Income, or so much
thereof as shall be sufficient for the purpose, whichever shall be the
less, shall be applied to the making of the sinking fund payment
required by paragraph (1) of Section 4.07 of the First Mortgage
to be made on that date;

(2) Any Available Net Income then remaining, to the extent
of $500,000 less the aggregate amounts charged to operating
expenses in respect of (a) retirements of road property (other
than retirements of non-depreciable property not replaced) and
(b) reserves for depreciation of road property by the Company or
the Reorganization Trustees during the year for which such Avail-
able Net Income was determined, shall be credited by the Company
to a Capital Tund account to be created and maintained by it;
provided, however, that only so much of the amount above pro-
vided for shall be so credited to said Capital Fund account as
shall, together with the credit balance existing therein at the end
of the calendar year for which such Available Net Income was de-
termined, equal $1,000,000;

(3) Any Available Net Income then remaining shall be applied
to the payment of the interest acerued during such calendar year
on the Bonds then outstanding hereunder; provided, howewver,
that if the Available Net Income to be so applied is not sufficient
to pay such interest in full and Bonds of more than one series are
then outstanding hereundér, the Available Net Income to be applied
to the payment of such interest shall be apportioned between the
respective series of Bonds in proportion to the unpaid interest for
such year upon the Bonds then outstanding of each series, respec-
tively, and provided, further, that if the amount to be applied to
the payment of such interest is'less than 14 of 1% of the principal
amount of Bonds then outstanding, such interest need not be paid
at the time but may, in the discretion of the Board of Directors,
be postponed until such time as, when added to the income available
for interest on the Bonds for a subsequent calendar year, the sum
thereof will amount to at least 1/ of 1% of the prineipal amount of
Bonds then outstanding;

(4) Any Available Net Income then remaining shall be applied
to the payment of any interest then unpaid on the Bonds then out-
standing hereunder which shall have accumulated prior to such
calendar year; provided, however, that if the Available Net In-
come to be so-applied is not sufficient to pay such interest in full




o0

and Bonds of more than one series are then outstanding hereunder,
the Available Net Income to be applied to the payment of such
interest shall be apportioned between the respective series of Bonds
in proportion to the unpaid interest at the time accumulated upon
the Bonds then outstanding of each such series, respectively, and
provided further, that if the amount to be applied to the payment
of such interest is less than 14 of 1% of the principal amount of
Bonds then outstanding, snch interest need not be paid at the time
but may, in the discretion of the Board of Directors, be postponed
until such time as, when added to the income available for interest
on the Bonds for a subsequent calendar year, the sum thereof will
amount to at least 14 of 1% of the principal amount of Bonds then
outstanding;

() Any Available Net Income then remaining shall be applied
to the making of the sinking fund payment in respect of Series A
Bonds issued heveunder required under the provisions of Section
5.07 hereof to be made on that date;

(6) Any Available Net Income then remaining shall (subject
to and upon such conditions and limitations as may be stated in
any indenture supplemental hereto providing for Bonds of any
series other than Series A), be applied to the making of any pay-
ments which the Company may be ebligated to make to any sinking
fund for the retirement of Bonds issued hereunder of any series
other than Series A ;

(7) If, on any sueh first day of May, the fixed interest funded
debt of the Company then outstanding shall exceed either (a) 35%
of its total capitalization or (b) the amount by which 50% of such
total capitalization shall exceed the aggregate principal amount of
contingent interest funded debt then outstanding, 50% of any
Available Net Income then remaining shall be applied to the
making of the sinking fund payment required by paragraph (2)
of Section 4.07 of the First Mortgage to be made on that date;

(8) Any Available Net Income then remaining may be applied
to any proper corporate purpose of the Company (except dividends
on its common stock), inclnding, if-and to the extent that such divi-
dends shall be declared by the Beard of Directors, the payment of
dividends upon its preferred stock; and
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(9) Any Available Net Income then remaining may be applied
to any proper corporate purpose of the Company, including (but
only after all acerued and unpaid accumulated dividends on its
preferred stock to the end of the year for which such Available
Net Income was determined shall have been paid, or declared and
funds set apart for the payment thereof) dividends on its common
stock,

For the purposes of paragraph (7) of this Section 5.04:

(A) All Bonds authenticated and delivered hereunder, and all
bonds authenticated and delivered under the First Mortgage shall
be deemed to be ‘‘outstanding’’ until the same shall have been
cancelled or the payment or redemption thereof has been provided
for by the deposit in trust for that purpese of moneys sufficient
for such payment or redempticn in accordance with the provisions
hereof or of the First Mortgage as the case may be;

(B) The “funded debt’’ of the Company shall be deemed to
be an amount equal to the aggregate of:

(a) The aggregate prineipal amount of all Bonds then
outstanding and all bonds then outstanding under the First
Mortgage;

(b) All other outstanding indebtedness as to which the
Company is the principal obligor except (i) indebtedness
(other than indebtedness  secured by any equipment trust
agreement, lease, conditional sale agreement, mortgage or
other instrument of lien relating to equipment, and bonds
secured by a lien on any part of the trust estate) maturing not
more than two years after the creation thereof, and (ii) in-
debtedness maturing more than two years after the creation
thereof and secured by the pledge of bonds which are secured
by a lien on any part of the trust estate, except to the extent,
if any, by which the principal amount of such indebtedness
exceeds the principal amount of bonds so pledged;

(¢) Indebtedness guaranteed by the Company as to inter-
est or principal or both (other than bonds of any corporation
the principal assets of which consist of ferminal or bridge
properties-and bonds the interest on which is included in the
fixed rentals referred to in the immediately following subdivi-
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sion (d)), except that in the case of any such indebtedness
jointly and severally guaranteed by the Company and some
other corporation or corporations, such indebtedness shall be
included only to the extent of the proportion thereof which the
Company weuld be obligated to pay if the principal obligor
should wholly default in the payment thereof and such other
corporation or corporations should be'solvent;

(d) An amount equal to the capitalized value, at 5% per
annum, of all fixed rentals payable by the Company for leased
railroad properties, other than terminal and bridge properties;
and

(C) The ‘‘total capitalization” of the Company shall be
deemed to be an amount equal to the aggregate of v

(a) Its funded debt then outstanding;

(b) The aggregate par value of all outstanding shares of
its stock having a par value;

(e) In respect of outstanding shares of its stock without
par value distributable under the Plan, the sum of $100 as to
each such share;

(d) In respect of cutstanding shares of its stock without
par value other than those distributable under the said Plan, as
to each such share a sum equal te whichever shall be the less of
(i) the capital value at which such share is carried on the books
of the Company, or (ii) the net amount received by the Com-
pany as consideration for the issuance of such share, plus all
amounts which shall have theretofore been duly transferred
from earned surplus to capital account in respect of such share.

Szorioy 5.05. Charges may be made against the Capital Fund
account provided for in subdivision (2) of Section 5.04 hereof, as shall
be determined from time to time in any year by the Board of Directors,
to provide for, or to reimburse the treasury of the Company for ex-
penditures made or indebtedness incurred (i) at any time during the
years 1939 to 1943, inclusive, if such charges be made within thirty days
after the execution and delivery hereof, or (ii) at any time during the
year 1944 or any subsequent year, provided such expenditures are made
or such indebtedness is incurred during the calendar year preceding the




53

year in which such charge is made or during the first three months of
the then current calendar year, and consisting of :

(a) The cost of capital investments (other than for equip-
ment) of the Company or the Reorganization Trustees, but only
to the extent that the aggregate expenditures of the Company
or the Reorganization Trustees for such capital investments
during the period in respect of which charges to the Capital
Fund account are then permissible shall exceed the aggregate
amounts charged to operating expenses by it or them during
the same period for retirement of road property (other than
retirements of non-depreciable property not replaced) and for
any reserves for depreciation of road property;

(b) The cost of equipment acquired new by the Company
or the Reorganization Trustees or initial and principal pay-
ments under any equipment trust agreement, lease, conditional
sale agreement, mortgage or other lien to which any equipment
in course of acquisition by the Company shall be subject, or in-
stalments of any sinking fund created by the Company in
compliance with the provisions of paragraph (5) of Section 2.03
hereof or paragraph (5) of Section 2.03 of the First Mortgage,
but only to the extent that the aggregate expenditures or pay-
ments of the Company for such equipment during the period
in respect of which charges to the Capital Fund account are
then permissible shall exceed the aggregate amount charged to
operating expenses by the Company during the same period
for any reserves for depreciation of equipment;

provided, as to the cost of any Additions ineluded in any such ex-
penditures, that such cost has not theretofore been used as the
basis for the authentication of Bonds, or for the authentication of
bonds or the payment of cash under the First Mortgage, or for
the payment of moneys deposited with the Trustee as a part of the
trust estate, or for the release of property under any of the provi-
sions hereof or of the First Mortgage, or been acquired through
the use of insurance proceeds, or been theretofore charged to or
the Company reimbursed therefor out of said Capital F'und aceount
(except that the Company may charge to, or be reimbursed out
of the Capital Fund account for, not exceeding 25% of the cost of
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Additions theretofore used as the basis for the authentication of
Bonds or the payment of cash hereunder, or for the authentication
of bonds or the payment of cash under the First Mortgage.

For the purpose of this Section 5.05 ‘“capital investments’’ of the
Company shall include:

(a) All items properly chargeable, under the Commission’s
Uniform System of Accounts for Steam Railroads, to Account 701,
Road and HEquipment Property, Account 702, Improvements on
Leased Property, or Account 705, Miscellancous Physical Prop-
erty, or such account or accounts as shall perform substantially
the functions now performed by said Accounts 701, 702-and 705, or
if there shall no longer be any such accounts then all items which
would be properly chargeable to the capital account of the Com-
pany under Standard Accounting Rules and which have resulted in
physical additions, extensions, improvements or betterments to
property owned by the Company and subject fo the lien hereof or
leased to it under a lease subjectto the lien hereof; and

(b) The amount of any advance by the Company to any wholly
owned subsidiary corporation, for expenditures which, if made by
the Company in respect of property owned or leased by the Com-
pany as aforesaid, would be chargeable to the Capital I'und account
under the provisions of this Section 6.05.

Szcrion 5.06. Before the first day of May in each year the Company
shall deliver to the Trustee an Officers’ Certificate showing in reason-
able detail:

(1) The determination of ‘Available Net Income of the Com-
pany for the preceding calendar year;

(2) The determination of the amount, if any, applied on the
date of the delivery of such Officers’ Certificate to the Sinking
Fund payment provided for in paragraph (1) of Section 4.07 of
the First Mortgage;

(3) 'The determination of the amount, if any, credited on the
date of the delivery of such Officers’ Certificate to the Capital Fund
account in compliance with the previsions of paragraph (2) of
Section 5.04 hereof;
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(4) The amounts charged, since the delivery of the last pre-
ceding such Officers’ Certificate, against said Capital Fund ac-
count pursuant to Section 5.05 herecof, showing separately the
amounts so charged in respect of roadway and structures, improve-
ments on leased railway property, miscellaneous physical property,
equipment and advances to subsidiaries;

(5) The balance remaining to the credit of the Cap1tal Fund
account after making the aforesaid charges; i

(6) The determination of the amount, if any, applied on the
date of the delivery of such Officers’ Certificate to the payment of
interest on the Bonds as provided in paragraph (3) of Section 5.04
hereof ;

(7) The determination of the amount, if any, applied on the
date of the delivery of such Officers’ Certificate to the payment
of interest on the Bonds as provided in paragraph (4) of Section
5.04 hereof;

(8) The determination of the amount, if any, applied on the
date of the delivery of such Officers? Certificate to the Sinking Fund
payment provided for in paragraph (5) of Section 5.04 hereof and
in Section 5.07 hereof;

(9) The determination of the amounts, if any, applied on the
date of the delivery of such Officers’ Certificate to any Sinking
Fund payments provided for in paragraph (6) of Section 5.04
hereof;

(10) The determination of the amount, if any, applied on the
date of the delivery of such Officers’ Certificate to the Sinking Fund
payment provided forin paragraph (2) of Section 4.07 of the First
Mortgage ; and

(11) The balance of such Available Nct Income of the Com-
pany remaining after making the deductions provided for in para-
graphs (1) to (7), both inclusive, of Section 5.04 hereof;

and stating that the respective amounts set forth in such Officers’ Cer-
tificate have been determined in accordance with the provisions of
this Article Five; provided, that in lieu of such certificates for the years
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1939 to 1943, inclusive, there shall be delivered within thirty days from
the actual execution and delivery hereof an Officers’ Certificate showing
such determinations and amounts charged in respect of the period from
1939 to 1943, inclusive.

Such Officers’ Certificates shall be open to inspection by the hold-
ers of the Bonds at all reasonable times and upon request the Company
will furnish a copy thereof to any bondholder. Unless the correctness
of any such Officers’ Certificate shall have been questioned in any ma-
terial respect by the holders of not less than 10% in principal amount
of the Bonds at the time outstanding (by notice in writing addressed
to the Trustee and signed by such holders) within one year after such
Officers’ Certificate has been filed, the Trustee may for all purposes
hereof assume that such Officers’ Certificate is in all respects correct.

The Trustee may, and if the holders of nof less than 10% in prin-
cipal amount of the Bonds at the time outstanding shall have ques-
tioned the correctness of any such Officers’ Certificate as aforesaid and
requested the Trustee to take such action the Trustee shall, request
that the accounts of the Company for the year in question (and for
prior or subsequent years, so far as necessary for such purpose) be
audited so far as necessary to check the correctness of such Officers’
Certificate, at the expense of the Company, by certified public account-
ants selected by the Board of Directors and satisfactory to the Trus-
tee, unless an audit in the judgment of the Trustee adequate for such
purpose shall have theretofore been made or is then being made pur-
snant to the First Mortgage or to the voluntary action of the Com-
pany, and a copy of such other audit will be furnished to. the Trustee.
The Company agrees that it will comply with any such request for an
audit. Any such audit shall, promptly after its completion, be filed
with the Trustee and shall be open to inspection at all reasonable times
by the holdexs of the Bonds.

Seorion 5.07. The Company will pay to the Trustee, in the events
and at the times herein set forth, as and for a Sinking I'und for the
Series A Bonds the following amounts:

(1) within thirty (30) days after the actual execution and
delivery hereof the sum of Four Hundred Twenty Four Thousand
Three Hundred and Sizxty Dollars ($424,360) ;
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(2) on the 1st day of May, 1945, and the first day of May in
each year thereafter, an amount which shall equal (a) 1% of 1%
of the maximum principal amount of Series A Bonds theretofore
at any one time outstanding ; plus (b) an amocunt equal to the inter.
est on all Series A Bonds theretofore purchased or redeemed out
of the Sinking Fund (including any Bonds delivered in lieu of cash
under Section 5.10 hereof) calculated at the rate of interest paid
on said May 1st upon Series A Bonds then outstanding; provided,
however, that such payment shall only be made if and to the extent
that, after deducting from Available Net Income for the preceding
calendar year, the sum of the amounts to be applied pursuant to the
provisions of paragraphs (1), (2), (3) and (4) of Section 5.04 of
this Indenture, there remains out of Available Net Income for
said preceding year an amount sufficient for such purpose and
that if such amount so remaining is insufficient for such purpose
the deficit shall not be cumulative or become payable out of Avail-
able Net Income for any subsequent year.

Section 5.08. Moneys in the Sinking Fund provided for in Section
5.07 hereof shall be applied by the Trustee, as soon as reasonably prac-
ticable, to the purchase of outstanding Series A Bonds. Such purchases
may be made in the open market, or by call for tenders, all as the
Trustee in its discretion shall determine, at the best price obtainable by
the Trustee, but not exceeding the redemption price.

‘Whenever on any March 15, the moneys then remaining in the
Sinking Fund shall be in excess of $50,000 and Series A Bonds have not
been tendered or cannot otherwise be purchased at not more than the
redemption price, such moneys shall on the next succeeding May 1, be
applied by the Trustee to the redemption ofoutstanding Series A
Bonds.  Such redemption shall be at the price, in the manner and on the
notice required for the partial redemption of such Bonds under Article
Four hereof. In such case the Trustee shall be authorized to give the
notice required by Section 4.01 hereof and may sign the same in its
own name, as Trustee, or in the name of the Company. Notice having
been duly given for the redemption of the Bonds so to be redeemed,
such Bonds shall become due and payable in the manner and with the
effect therein and in Section 4.02 hereof provided.
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Upon request, the Company from its general funds shall pay to the
Trustee or reimburse it for all brokerage commissions with respect to
Bonds purchased or to be purchased pursuant to this Section 5.08, the
advertising and other expenses of redeeming Bonds pursuant to the
provisions of this Section 5.08, and the compensation and other expenses
of the Trustee for acting as Sinking Fund agent, and no such items shall
be paid from or charged against the Sinking Fund. The Trustee, how-
ever, shall not be liable for the payment of the principal of or interest
on any Bonds called for redemption as herein provided, except to the
extent that it shall have funds in its hands or in the Sinking Fund
available for such purpose.

Anything in this Section 5.08 to the contrary notwithstanding, if at
any time any one or more of the events specified in parvagraphs (A),
(B) and (C) of Section 7.03 hereof shall, to the knowledge of the Trus-
tee, have happened and be continuing, no moneys in the Sinking Fund
shall be applied as hereinbefore provided in this Section 5.08, except
for the redemption of Bonds publication of the notice of redemption of
which had theretofore been commenced, or for the purchase of Bonds
the tender of which had theretofore been accepted, but all such moneys
shall be held as additional security for the payment of all of the Series
A Bonds then outstanding.

Secrron 5.09. TUntil the first publication of notice of redemption,
or the acceptance of any tender of Bonds if purchased as provided in
Section 5.08 hereof, all moneys in the Sinking Fund provided for in
Section 5.07 hereof shall be held in trust by the Trustee as further
security for all the Series A Bonds outstanding, but from and after such
first publication or such acceptance of any tender, as the case may be,
such moneys, to the extent required for the purpose, shall be set aside
out of the Sinking Flund and held in trust for the payment of the Bonds
called for redemption or the tender of which has been accepted as
aforesaid. ‘ '

Seorron 5.10. At the option of the Company, in lieu of making
any Sinking Fund payment provided for in Section 5.07 hereof, or any
instalment of any sinking fund created pursuant to paragraph (5) of
Section 2.03 hereof, in cash, in whole or in part, the Company may
deliver to the Trustee Series A Bonds previously authenticated and
delivered by the Trustee and issned and sold by the Company, the Bonds
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so delivered to be received by the Trustee in lieu of cash in an amount
equal to the cost thereof (excluding brokerage commissions and acerued
interest) to the Company, or the principal amount thereof, whichever
shall be less; provided, however, that such Bonds shall be delivered on
or before the due date of the Sinking Fund payment on account of which
they are to be credited. The Company, simultaneously with or prior to
the delivery of any of such Bonds to the Trustee, shall deliver to the
Trustee an Officers’ Certificate stating that the Bonds so delivered had
previously been issued and sold by the Company and subsequently pur-
chased by it at the times and costs (exclusive of brokerage commissions
and accrued interest) therein specified.

Secrion 5.11. All Bonds purchased or redeemed by operation of
the Sinking Fund as provided in Section 5.08 hereof, or delivered to
the Trustee pursuant to Seetion 5.10, and the coupons appertaining
thereto, shall be cancelled by the Trustee and thereafter, upon its written
request, delivered to the Company. No Bonds shall be authenticated or
delivered in lieu thereof.

ARTICLE SIX.

Particurar Covenants oF THE CoMPANY.

Secrion 6.01. The Company will duly and punctually pay the
principal of, premium, if,any, and the interest on the Bonds, at the
dates and places and in the amounts specified in the Bonds or in the
coupons thereto appertaining, according to the true intent and meaning
thereof. “'When and as paid all Bonds, together with the coupons thereto
appertaining, if any, shall be cancelled by the Trustee and thereafter,
on its written request; delivered to the Company.

At all times until the payment of the principal of the Bonds, the
Company will maintain an office or agency in the Borough of Manhattan,
City and State of New York, at which the Bonds and coupons, if any,
may be presented for payment, such of the Bonds as are registerable,
transferable or exchangeable may be presented for registration, transfer
or exchange, and notices and demands in respect of any and all Bonds
and coupons may be served. In case any Bonds issued hereunder are
made payable, registerable, transferable or exchangeable at any other
place, the Company will maintain, so long as any such Bonds are out-
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standing hereunder, an office or agency in such other place at which such
Bonds and their coupons, if any, may be presented for payment, where
such Bonds may be presented for registration, transfer or exchange,
and where notices and demands may be served. The Company will give
notice to the Trustee of the location of each such office or agency and
of any change of location thereof, and In case the Company shall fail to
maintain any such office or agency or shall fail to give notice of any
change thereof, presentation and demand may be made and notices
served at the principal trust office of the Trustee.

Sporion 6.02.  All property of every kind which the Company has
covenanted by this Indenture to convey or pledge or assign to the |
Trustee, and any property at any time acquired by the Company and
provided by this Indenture to become subject hereto shall, immediately
upon the acquisition thereof by the Company and without any further
conveyance or assignment, become and be subject to the lien hereof
as fully and completely as though now owned by the Company and
specifically described in the Granting Clauses hereof ; but the Company
will make and deliver any and all such further conveyances, assignments
or instruments of further assurance as the Trustee may reasonably
direct or require for the purpose of expressly and specifically subjecting
the same to the lien hereof; and the Company will also do, execute,
acknowledge and deliver, or cause to be done, executed, acknowledged
and delivered, all and every such further acts, deeds, conveyances,
transfers and assnrances in the law, for the better assuring, conveying,
assigning and transferring nnto the Trustee all property hereby con-
veyed, pledged or assigned, or intended so.to be, or which the Company
may be, or may hereafter become, bound to convey or assign to the
Trustee, as the Trustee shall reasonably require.

The Company will deliver to the Trustee on or before the first day
of May, 1945, and on or before the first day of May in each year there-
after, an Officers’ Certificate setting forth in reasonable detail a deserip-
tion of any substantial items of real and personal property, rights and
franchises of the character provided by this Indenture to become sub-
jeet hereto, acquired during the previous calendar year (not including
with respect to the year 1944, property acquired prior to the actmal
execution and delivery hereof) and an opiiiion of Counsel stating either
(a) that no supplemental indenture is necessary to subject to the lien
hereof the items of property set forth.in such Officers’ Certificate or
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(b) that a supplemental indenture is necessary for that purpose and
that the supplemental indenture delivered to the Trustee therewith is,
or upon such recording or filing as may be specified in said opinion
will be, sufficient for that purpose.

Szctiow 6.03. The Company from time to time will duly make any
and all payments rvequired by the terms of the First Mortgage and of
any equipment trust agreement, lease, conditional sale agreement, mort-
gage or other ingtrument of lien in respect of equipment, the interest
of the Company in which is subject to the lien hereof, and of any mort-
gage or other instrument of lien constituting a lien prior to the lien of
this Indenture upen any other property which is subject to the lien
hereof, and will duly pay and discharge, or cause to be paid and dis-
charged, all taxes, assessments and governmental charges, the lien
whereof would be prior to the lien hereof, lawfully imposed upon the
trust estate, or any part thereof, or upon the income thereof and also
all taxes, assessments and governmental charges lawfully imposed upon
the lien or interest of the Trustee in respect of the trust estate or the
income thereof, so that the lien of this Indenture shall be preserved,
at the cost of the Company and without expense to the Trustee or the
holders of the Bonds; provided, however, that the Company shall not
be required to pay any such taxes, assessments or governmental charges
so long as, in gocd faith, the validity or the amounnt thereof shall be
duly contested, unless thereby, in the judgment of the Trustee, the
security afforded by this Indenture will be materially impaired or
endangered.

The Company will not become a party to any modification or
amendment of the terms of the Wirst Movtgage Bonds of Series A, or of
the provisions of Article Two, Article Four or Article Fifteen of the
First Mortgage if in the judgment of the Trustee such terms or provi-
sions as modified or amended would be substantially less favorable or
substantially more prejudicial to the holders of the Bonds than such
terms or provisions previcusly were unless the helders of not less than
6625% in principal amount of the Bonds then outstanding shall have
consented to such modification or amendment in the manner contem-
plated by Article Sixteen hereof.

Secrion 6.04. The Company owns and is lawfully possessed of

the lines-of railroad, franchises and other property described in the
9 S p

Granting Clauses hereof to the extent therein stated; and the Company




62

will warrant and defend the title thereof, and every part thereof, to
the Trustee, its successors in the trust and their assigns, for the benefit
of the holders for the time being of the Bonds and coupons, against the
claims and demands of all persons whomsoever.

The Company will not create, or suffer to be created, any debt, lien
or charge, other than the First Mortgage (except to the extent permitted
by Granting Clause Fifth hereof or by the last subject clause of the
Granting Clauses hereof) which would be prior to the lien of this In-
denture upon the trust estate, or any part thereof; and within three
months after the same shall accrue, it will pay or cause to be discharged,
or will make adequate provision to satisfy and discharge, all lawful
claims and demands of mechanies, laborers and others which, if unpaid,
might by law be entitled to precedence fo this Indenture as a lien or
charge upon the trust estate, or some part thereof; provided, however,
that the Company shall not be required to pay any such debt, lien, charge,
claim or demand so long as, in good faith, the validity or the amount
thereof shall be duly contested, unless thereby, in the judgment of the
Trustee, the security afforded by this Indenture will be materially
impaired or endangered; and provided, further, that nothing in this
Section 6.04 shall require the Company te pay or discharge any debt,
lien, charge, claim or demand described in the subject clauses of the
Granting Clauses hereof, or subject to which any property may be ac-
quired by the Company, until the maturity thereof,

Seorion 6.05. Subject to the provisions of Articles Hleven and
Fourteen hereof, the Company will diligently preserve all the rights and
franchises to it granted and upon it conferred, and will, at all times,
maintain, preserve and keep the trust estate, and every part and
parcel thereof, in good repair and condition, and will, from time to time,
make thereto all needful and proper renewals and replacements, addi-
tions, betterments and improvements, and will, at all times, keep the
lines of railroad, premises and estate subject to the lien hereof sup-
plied with motive power, rolling stock, equipment, machinery, tools
and other supplies sufficient to operate the road efficiently and properly,
and will keep and maintain the same in good repair and condition.

Seorioxn 6.06. The Company will keep on its books a list of all
equipment subject to the lien hereof. Once in each'calendar year on or
before August 1, and at such other times-as may be requested by the
Trustee, the Company will furnish to the Trustee a statement of the
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number, description and condition of said equipment, corrected to a
date not more than three months prior to the date of its delivery to the
Trustee, certified by the General Aunditor, Assistant General Auditor
or other chief accounting officer of the Company ; and will, upon request
of the Trustee, give the Trustee such information as the Company may
bave as to the location and condition of said equipment at that time,
and will permit the Trustee through its agents to inspect said prop-
erty, but the Trustee shall not be obligated so to do unless requested
in writing to do so by the holders of 10% in principal amount of the
Bonds then outstanding, or unless it shall have reason to believe that
such information is incorrect.

Seorron 6.07. The Company will at all times keep insured such
of its equipment, tools and machinery, buildings and other structures
erected or to be erected on the trust estate and other property used
in connection with the lines of railroad and the premises at any time
subject to the lien hereof as is, at the time, usually insured by railroad
companies, and in the same manner and to the same extent; provided,
however, that anything herein contained to the contrary notwithstand-
ing, the Company may become a self-insurer against risk of loss to such
an amount (in no event to exceed $5,000 in the case of any single unit
of property) as shall be determined by the Board of Directors from
time to time in the event that the Company shall establish a plan for
self-insurance under which plan insurance reserves are set up and
maintained which, from an actuarial viewpoint, are adequate in the
light of the risk covered by such self-insurance. Once in each calendar
year on-or before August 1, and at such other times as may be re-
quested by the Trustee, the Company will furnish to the Trustee a list
of the insurance policies then in force and such other data with respect
thereto, with respect to losses affecting the trust estate, with respect
to the application of proceeds of insurance upon any part of the trust
estate, and with respect to any self-insurance and the reserves there-
under, as the Trustee may reasonably request.

The proceeds of any insurance upon any part of the trust
estate (not including therein any proceeds of insurance applicable to
losses with respect to property of third parties) if in excess of the sum
of $25,000 in the aggregate in respect of any one loss, shall, subject
to the conditions of any prior lien on such property, be deposited with
and set apart and held in trust by the Trustee as part of the trust estate
and applied, at the written request of the Company (but if any of the
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events specified in paragraphs (A), (B) and (C) of Section 7.03 hereof
shall have happened and be continuing, only subject to the approval
of the Trustee in its discretion) to the repair, restoration or replace-
ment of the property damaged or destroyed, or to the purchase of other
property, real or personal, including equipment, or to the making of
additions and betterments to, or improvements of, property now or
hereafter subject to the lien hereof, or to reimburse the Company for
any expenditures made by it after the date of such loss for any of such
purposes; provided, however, that only proceeds derived from insur-
ance on equipment may be applied to the purchase of equipment. Such
repairs, restorations, replacements, purchases, additions, betterments
and improvements shall be made by or as directed by the Company
and the cost thereof shall be paid by the Trustee out of such proceeds
pursuant to the written request of the Company, signed by its Presi-
dent or a Vice President and by its Treasurer, Assistant Treasurer,
General Auditor, Assistant General Auditor or other chief accounting
officer, which request shall set forth the nature of such repairs, restora-
tions, replacements, purchases, additions, betterments or improvements
and the cost thereof, and shall be aceompanied by an opinion of Counsel
that the same are, or upon the making or acquisition thereof will
become, subject to the lien of this Indenture, subject to no prior liens
other than Permitted Encumbrances and prior liens to which the prop-
erty damaged or destroyed was subject. Such request and opinion shall
constitute a sufficient warrant and direction to tie Trustee for the
expenditure of said proceeds in aceordance with said request.

If such proceeds be $25,000 or less they shall be paid-to the Com-
pany and applied by it to or for the purposes above specified.

Any property acquired by the Company pursuant te this Seetion
6.07 (subject to the conditions of any prior lien on the property with
respect to whieh such insurance was collected) shall, ipso facto, become
and be subject to the lien hereof as fully as though specifically mort-
gaged and assigned hereby; provided, however, that if requested by
the Trustee the Company will convey and assign the same to the Trus-
tee by appropriate deeds or other instruments of conveyance upon the
trusts and for the purposes of this Indenture.

Notwithstanding any prior provisions of this Section 6.07, upon
the written request of the Company, signed by its President or a Vice
President and by its Treasurer, Assistant Treasurer, General Auditor,
Assistant Qeneral Auditor or other chief accounting officer, accom-
panied by Certified Resolutions authorizing such request, the Trustee
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shall apply any such proceeds of insurance deposited with it to the
purchase or redemption of outstanding Bonds of any one or more series
designated in such request in the same manner as provided for the pur-
chase or redemption of Series A Bonds in Section 5.08 hereof, or (in
the case of the purchase or redemption of Bonds of any series other
than Series A) in the manner provided by any applicable provisions
of any indenture supplemental hereto.

Smorion 6.08. In case the Company shall hereafteér create any
mortgage, deed of trust or other lien upon any property subject to the
lien hereof, other than a lien of the character referred to in Granting
(Olause Fifth hereof or in the last subject clause of the Granting Clauses
hereof, such mortgage, deed of trust or other lien shall be, and shall be
expressed to be, subject to the prior lien hereof for the security of
all the Bonds issued and to be issued hereunder.

Secrron 6.09. Any moneys which at any time shall be deposited
by the Company with the Trustee, or with any paying agent, for the
purpose of paying any of the Bonds which shall have become due or
payable either at their stated maturity or by reason of call for re-
demption or otherwise, or for the purpose of paying any interest
upon any of the Bonds, shall be and are hereby assigned, transferred
and set over unte the Trustee, or such paying agent, as the case may
be, to be held as a trust fund for the respective holders of the Bonds or
coupons or claims for interest, for the purpose of paying which said
moneys shall have been deposited, and, in the event of the appointment
of a receiver or receivers, or of a trustee or trustees in reorganization,
readjustment or bankruptey, of the Company or its property, neither
such receiver or receivers, nor such trustee or trustees, shall have any
right, title or interest in said moneys so deposited, or'in any part there-
of. Any moneys so held by any paying agent may at any time, upon
the written request of the Company, be paid to the Trustee and shall
thereafter be held in trust by the Trustee for the purposes for which
such moneys were held in trust by such paying agent.

Sporton 6.10. Subject to the provisions of Article Fourteen here-
of, the Company will at all times, until the payment in full of the
Bonds, continte and maintain its corporate existence.

Sporron. 6.11. The Company, with all convenient speed, will duly
record, file, re-record and re-file this Indenture, and every indenture
supplemental hereto which may hereafter be executed, as may be re-
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quired by law in order to protect the lien hereof on the property cov-
ered hereby or by such supplemental indenture or intended so to be,
and will pay any recording or filing tax or fee legally due upon the
recording or filing of this Indenture or of any indenture supplemental
hereto, and any tax or fee legally due at any time upon or in connec-
tion with the issuance of Bonds hereunder, and will make such state-
ments and do such acts as are or shall be required to be made or
done by it under any law affecting the recording or filing hereof or of
any such supplemental indenture or upon such issuance. At the request
of the Trustee, the Company will furnish to the Trustee from time to
time an opinion of Counsel as to compliance by the Company with this
covenant.

Seoron 6.12. The Company, from time to time, will punctually
observe and perform all of its obligations, and will pay and discharge
all amounts payable, under and by virtue of any lease or joint facility
or trackage contract held by it and subject to the lien hereof, and will
not suffer or permit any default for-which any such lease or joint
facility or trackage contract might be terminated, so that, subject to
the provisions of Articles Eleven and Fourteen hereof, the interest of
the Company in such leasehold estates or joint facility or trackage con-
tracts may be at all times preserved unimpaired as security for the
Bonds and coupons; provided, however, that nothing contained in
this Section 6.12 shall require the Company to make any such pay-
ments or observe any such obligations, so long as, in good faith, it shall
duly contest its liability therefor, unless thereby,in the judgment of the
Trustee, the security afforded by this Indenture will be materially im-
paired or endangered.

Secrion 6.13. The Company will not procure the authentication
or delivery of, issue, or negotiate any Bonds or procure the payment
of moneys deposited hereunder in any manner or in any amount con-
trary to the provisions of this Indenture.

Szorion 6.14. If the Company shall fail to keep or perform any
of the covenants provided in this Article Six to be kept and per-
formed by it (other than the covenanfs contained in Section 6.01
hereof), the Trustee may make such advances and do such other acts
as are required to perform the same on its behalf, but shall be under
no obligatien so to do unless-requested in writing to do so by the
holders of at least 20% in principal amount of the Bonds then out-
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standing and furnished with funds adequate for the purpose and in-
demnity satisfactory to it, and, in addition, funds to pay any expenses
incurred in connection with such performance; and all sums so ad-
vanced shall be at once payable by the Company with interest at the
rate of 4% per annum and shall be secured by this Indenture in pri-
ority to the indebtedness evidenced by the Bonds and coupons; but
no such advance shall be deemed to release the Company from its
obligations hereunder.

Sporion 6.15. The Company will not at any time sell or pledge
First Mortgage Bonds (other than the Series A Bonds distributable
under the Plan) unless (1) the Company shall have contracted forth-
with to sell or pledge such bonds; and (2) the Board of Directors, by
resolution adopted by the affirmative vote of at least two-thirds of the
members thereof then in office, shall have determined that, in the
opinion of said Board of Directors, taking into aceount market and all
other relevant conditions at the time, it is impracticable to-provide the
amount of money needed by the Company and expected to be realized
by the sale or pledge of such bonds (a) by the sale of Bonds maturing
not less than twenty years after the date of issue thereof, at a price
which would provide for the purchaser thereof a yield to maturity of
5% or less on the purchase price of such Bonds, or (b) by the sale of
preferred stock of the Company at a price which would provide for the
purchaser thereof a current dividend return of 6% or less on the pur-
chase price of such stock, o (¢) by the sale of common stock of the
Company at a price, not less than $50 a share, which would provide for
the purchaser thereof a current dividend return (based on the regular
dividend rate on the Company’s common stock then in effect, or if no
quch rate is then in effect, on the average rate at which dividends shall
have been paid on snch stock during the preceding twelve calendar
months) equal to 6% or less on the purchase price of such stock. The
Company will not at any time pledge First Mortgage Bonds if upon
the making of such pledge the aggregate principal amount of all First
Mortgage Bonds under pledge by the Company would exceed the
aggregate principal amount of all indebtedness secured by pledged
First Mortgage Bonds by more than 10% of the aggregate principal
amount of First Mortgage Bonds then outstanding. The Company
will not at any time sell or pledge Bonds (other than the Series A
Bonds initially issued hereunder) unless (1) the Company shall have
contracted forthwith to sell-or pledge such Bonds; and (2) the Board
of Directors, by resolution adopted by the affirmative vote of at least
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two-thirds of the members thereof then in office, shall have determined
that, in the opinion of said Board of Directors, taking into account
market and all other relevant conditions at the time, it is impracticable
to provide the amount of money needed by the Company and expected
to be realized by the sale or pledge of such Bonds (a) by the sale of
preferred stock of the Company at a price which would provide for the
purchaser thereof a current dividend return of 6% or less on the pur-
chase price of such stock, or (b) by the sale of common stock of the
Company at a price, not less than $50 a share, which would provide for
the purchaser thereof a current dividend return (based on the regular
dividend rate on the Company’s common stock then in effect, or if no
such rate is then in effect, on the average rate at which dividends shall
have been paid on such stock during the preceding twelve calendar
months) equal to 6% or less on the purchase price of such stock.

The Company will not at any time pledge Bonds if, upon the mak-
ing of such pledge (a) the aggregate principal amount of all Bonds
under pledge by the Company would exceed the aggregate principal
amount of all indebtedness secured by pledged Bonds by more than
10% of the aggregate principal amount of Bonds then outstanding,
or (b) the aggregate principal amount of all Bonds and First Mortgage
Bonds under pledge by the Company would exceed the aggregate princi-
pal amount of all indebtedness thereby secured by more than 10% of
the aggregate principal amount of all Bonds and First Mortgage Bonds
then outstanding.

SrcrioN 6.16. The Company will mot permit any subsidiary com-
pany to increase the amount or number of shares of its stock of any
class unless effective provision is made that all such additional stock,
or such part thereof as is proportionate to the part of the stock of such
class previously subject to the lien hereof, shall immediately upon the
issue or creation thereof be.assigned and delivered to the Trustee as
a part of the trust estate (subject to the provisions of any indenture
constituting a lien prior to the lien hereof on the shares of such stock
previously subject to the lien of this Indenture), any such additional
stock to be fully paidand non-assessable,

The Company will not permit any wholly owned subsidiary, as that
term is defined in Section 17.03 hereof, to issue, create, assume or guar-
antee any bonds, obligations or other indebtedness, or to create any
mortgage or other lien on the property of such wholly owned subsidiary
or any part thereof, unless effective provision be made that such bonds,
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obligations or other indebtedness and such mortgage or other len shall
immediately upon the issue or creation therecf be assigned and delivered
to the Trustee as a part of the trust estate (subject to the provisions
of any indenture constituting a lien prior to the lien hereof on securities
of such wholly owned subsidiary which at the time are subject to the
lien of this Indenture) ; provided, however, that the foregoing provisions
of this paragraph shall not apply to (1) eurrent operating accounts for
a period not at any date exceeding six months, (2) bonds, obligations,
or other indebtedness issued for the purchase price “of equipment,
secured by an instrument of trust, conditional sale, mortgage or other
instrument of lien relating only to such equipment, (3) bonds, obliga-
tions, or other indebtedness issued for the purchase price of property
acquired after the execution and delivery of this Indenture, secured
by a mortgage or deed of trust relating only to such property, if the
principal amount of such indebtedness does not exceed T5% of the
cost of such property, (4) bonds, obligations-or other indebtedness
created or issued pursuant to Section 7.09 hereof, (5) bonds, obliga-
tions or other indebtedness which, or-the proceeds of which, are-to be
used by such corporation for, or-to reimburse itself for, the construe-
tion or acquisition of additional lines of railroad or physical additions,
betterments, improvements or extensions of orto property owned by it
or of or to said additional lines of railroad, if the principal amount of
such indebtedness does not exceed 75% of the cost of such additional
lines of railroad or additions, betterments, improvements or exten-
sions, (6) mortgages or other liens created to secure any bonds, obliga-
tions or other indebtedness of the character specified in the foregoing
subdivisions (2), (3), (4) and (5), or (7) instruments of further as-
surance or security required by a mortgage or deed of trust upon some
part of the property of such corporation.

The Company will not without the consent of the Trustee per-
mit any subsidiary company to sell, lease or otherwise dispose of its
property as a whole or substantially as a whole, except to the Company
or to some other subsidiary company of whose securities, including
stock, those subject to the lien hereof represent an equal or greater
proportionate interest. The Trustee shall give such consent upon com-
pliance by the Company with the provisions of Section 7.10 hereof and
upon being furnished with (1) Certified Resolutions of the Board of
Directors requesting such consent and stating that, in the judgment
of the Board of Directors, the making by such subsidiary company
of such sale, lease or other disposition is desirable from the point
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of view of the Company and will not materially impair or preju-
dice the security for the Bonds or the interests of the bondholders,
and (2) an Officers’ Certificate setting out the terms of such sale,
lease or other disposition, and stating that in the opinion of the signers
such terms are fair to such subsidiary company and that the consider-
ation to be received by such subsidiary company constitutes full and
proper consideration for such sale, lease or other disposition.

Sgoriox 6.17. The Company will furnish annually to the Trustee
on or before the first day of May an Officers’ Certificate stating
whether the Company, to the best of the knowledge, information and
belief of the officers signing the same, has complied with the covenants
contained in this Article Six, and, if the Company shall have failed to
comply with any of such covenants, in what particulars it has failed
to do so.

ARTICLE SEVEN.

CoNTROL OF PLEDGED SECURITIES,

Sgrcrion 7.01. Subject to the provisions of the First Mortgage and
any other prior lien indenture, the Company will transfer, assign and
deliver to the Trustee forthwith upon their receipt by the Company, all
stock certificates, bonds and other obligations which it now owns or
which it may hereafter acquire and which are mortgaged and pledged or
required to be mortgaged and pledged hereunder; provided, however,
that stock certificates representing directors’ qualifying shares need
not be so delivered, unless and until the Trustee shall deem such action
expedient for the protection of the trusts hereunder. Instruments evi-
dencing such assignments and transfers shall be in such form as the
Trustee may, require.

When any indenture constituting a lien prior to the lien of this
Indenture on any shares of stock, bonds, or other obligations subject
to the lien hereof shall be satisfied, released or discharged the Trustee
(subjoct to the provisions of any other indenture constituting such a
prior lien) shall be entitled to the delivery of such securities to it, to
be held as part of the trust estate; and the Company will file appro-
priate instructions with the trustee under such prior lien indenture,
execute and deliver to the Trustee all assignments, transfers, powers
of attorney and other instruments, and take all such other action as
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the Trustee may reasonably require, to the end that all said shares of
stock, bonds or other obligations shall be so delivered to the Trustee.

Srorrox 7.02.  Subject to the provisions of any prior lien indenture,
the Trustee is authorized, in its diseretion, to cause to be registered as
to principal in its name as Trustee, or in the name of its nominee, any
and all coupon bonds which the Trustee shall receive as security under
any of the provisions hereof, or it may cause the same to be exchanged
for registered bonds without coupons of any denominations The Trus-
| tee may cause to be transferred into its name as trustee, or into the
; name of its nominee, all registered bonds which it shall so receive. At
‘ any time the Trustee may transfer into its name as trustee all or any
shares of stock, the certificates for which shall have been so received;
or, in its discretion, the Trustee may hold such certificates in the name
of the registered holder thereof at the time of such delivery, or in the
name of a nominee or nominees of the Trustee, provided that the same
be endorsed in blank for transfer, or be accompanied by proper instru-
ments of assignment in blank duly executed by such registered holder
or nominee; provided, however, that until an event of default as defined
in Section 8.02 hereof shall happen there shall not be transferred to
the name of the Trustee or its nominee, shares of stock of carrier or
terminal corporations (including, without limitation thereto, Alameda
Belt Line, Central California Traction Company, The Salt Lake City
Union Depot and Railroad Company, The Qakland Terminal Railway
and Railway Express Agency, Incorporated) in cases where the shares
of stock of any such corporation owned by the Company constitute less
than a majority of the outstanding stock of such corporation and all the
remainder of such outstanding stock is owned by one or more railroad
corporations.

The Trustee may do whatever it may deem necessary for the pur-
pose of maintaining, preserving, renewing or extending the corporate
existence of any company, shares of stock of which shall be subject to
the lien hereof, and for such purposes, from time to time, may assign,
transfer and deliver so many shares of the stock of any such com-
pany as may be necessary to qualify persons to act as directors of,
or in any other official relation to, such company. Whenever the Com-
pany, not being in default hereunder, shall in writing so request,
stating in such request that the Company has no shares for that purpose
under its control other than shares represented by certificates in the
possession of the Trustee and held hereunder, the Trustee, at the cost
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and expense of the Company, shall assign and transfer, to persons
designated by the Company, a sufficient number of the shares which
then shall be held hereunder, to qualify such persons to act as directors
of, or in any other official relation to, the company which issued such
shares; provided, however, that under this provision, no transfer shall
be made of the stock of any subsidiary company which shall reduce the
amount of stock in any subsidiary company held hereunder so as to
render it less than a majority of the stock of such subsidiary company
entitled to vote for the election of directors, and that in every case the
Trustee shall make such arrangements as it shall deem expedient for the
protection of the trusts hereunder in respect of the shares so assigned.

All stock dividends upon shares of stock subject to this Inden-
ture, unless required to be delivered to and received by the trustee under
a prior lien indenture, shall be received by the Trustee and held as part
of the trust estate. The term ¢‘prior lied indenture’” as used in this
Article shall be deemed to include the First Mortgage and any other
mortgage or instrument of trust or security coustituting a lien on
pledged securities, prior to the lien of this Indenture.

Secrion 7.03. TUnless and until

(A) The Trustee, under the powers herein granted, or a trustee in
bankruptey or a receiver, shall have entered into possession of the lines
of railroad, or some of them, constituting part of the trust estate;

(B) There shall be a default in the payment of any instalment of
interest on any of the Bonds at the time outstanding; or

(C) Some one of the events of default specified in paragraphs (b),
(c), (d), (e) and (f) of Section 8.02 hereof shall happen;

(a) The Trustee shall not (except with the consent of the
Company or as otherwise authorized by this Indenture), whether
at, beforé, or after the maturity thereof, collect or enforce the collec-
tion of the principal of or interest on any bonds, obligations, claims
or indebtedness subject to the lien hereof, and shall not enforce
any provisions of the mortgages, trust deeds or other instruments
under which such bonds, obligations, claims or indebledness were
issued, or by which the same are secured;

(b) The Company shall (except as hereinafter in this Section
7.03 provided) be entitled to receive all interest paid in respect of
any such bonds, obligations, claims or indebtedness, and all divi-
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dends paid in money on all shares of stock subject to the lien
hereof, whether or not such shares have been transferred into the
name of the Trustee or its nominee;

(¢) From time to time, upon written request of the Company,
the Trustee shall deliver to the Company any coupons for such
interest then in its possession theretofore matured or maturing
within fifteen days after such request, and on like request, the
Trustee shall deliver to the Company suitable ordérs in favor of
the Company, or its nominee, for the payment of such interest and
of such dividends, and the Company may collect or cancel such
coupons, interest and dividends ; and the Trustee shall upon demand
pay over to the Company any such interest and dividends which
may be collected or be received by the Trustee or its nominees;
provided, however, and it is specifically declared and agreed that,
except as otherwise expressly provided in this Indenture,

(1) The Company shall not be entitled to receive, and the
Trustee shall not pay over to the Company, the principal of
any bond, obligation, claim or indebtedness subject to the lien
hereof;

(2) The Company shall not be entitled to receive and the
Trustee shall not pay over to it, any interest on any bond,
obligation, claim or indebtedness at any time subject to the
lien hereof which shall have been collected or paid out of the
proceeds of any sale, condemnation or expropriation of the
property covered by a mortgage securing such bond, obligation,
claim or indebtedness;

(8) The Company shall not be entitled to receive and the
Trustee shall not pay over to it any dividends on any shares of
stock subject to the lien hereof (including the redemption
price of any such shares of stock) which shall have been paid
in stock or upon or in the course of dissolution, liquidation or
winding up of any such company or which in any way shall be
chargeable to or payable out of capital, capital surplus or
paid-in surplus; it being the intention that the Company shall
be entitled to receive only dividends paid out of earned surplus;

(4) The Company shall not sell, assign or transfer any
such coupon or right to interest or dividends, delivered or as-
signed to it, or any such claim or indebtedness;
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(5) The Company shall not collect any such coupon or
interest, or any such claim or indebtedness, or any such divi-
dends, by legal proceedings or by enforcement of any security
therefor, except with the written consent of the Trustee, nor
in any manner which the Trustee shall deem prejudicial to the
trusts hereunder ; and

(6) Until actually paid or cancelled such coupons or right
1o interest or dividends shall remain subject to the lien hereof.
If any such coupons or orders for the payment of interest
or dividends delivered to the Company as aforesaid shall not
forthwith be paid and cancelled, the Company shall return the
same to the Trustee.

The Trustee shall be entitled to assume that any interest received by
the Trustee on any bond, obligation, claim 'or indebtedness is not paid
out of the proceeds of any sale, condemnation or expropriation of the
property covered by the mortgage securing such bond, obligation, claim
or indebtedness, and that any dividend received in money on any shares
of stock is not paid upon or in the course of dissolution, liquidation or
winding up of any such company and is not chargeable to or paid out
of capital, capital surplus or paid-in surplus, until the Trustee shall be
notified in writing to the contrary by the holders of not less than 5%
in principal amount of the Bonds at the time outstanding; giving the
facts with respect thereto and the basis of their information.

Sgoron 7.04. Any funds which shall be paid on account of the
principal of any bonds, obligations, claims or indebtedness subject to
the lien hereof, or on account of interest thereon paid out of the pro-
ceeds of sale, condemnation or expropriation of the property covered
by a mortgage securing the same, or which shall be paid upon shares of
stock subject”to the lien hereof as the redemption price thereof, or
upon or in the course of dissolution, liquidation or winding up of a
company or shall be chargeable to or payable out of capital, capital
surplus or paid-in surplus, unless required to be paid to and received
by the trustee under some mortgage ox other instrument of trust or
security constituting a lien thereon prior to the lien hereof, or unless
applied on account of the price of property purchased pursuant to
Section 7.06 hereof, shall he received and held by the Trustee as part
of the trust estate, and from time to time, so long as none of the events
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specified in paragraphs (A), (B) and (C) of Section 7.03 hereof shall
have happened and be continuing, shall, in whole or in part, at the
election of the Company, be applied by the Trustee,

(a) to pay, or to reimburse the Company for, all or any part
of the cost of Additions which could otherwise be made the basis
for the authentication of Bonds under Section 2.03 hereof (ex-
cluding, however, any part of such cost theretofore made the basis
for the authentication of Bonds, or for the authentication of bonds
or the payment of cash under the First Mortgage, or for the pay-
ment of moneys deposited with the Trustee as a part of the trust
estate, or for the release of property under any of the provisions
hereof or of the First Mortgage or acquired through the use of
insurance proceeds, or charged to or for which the Company has
been reimbursed out of the Capital Fund account provided for in
Article Five hereof and not including in cost the amount of any
prior lien on such Additions); or

(b) to the purchase or redemption of outstanding Bonds of
any one or more series designated by the Company in the same
manner as provided for the purchase or redemption of Series A
Bonds in Section 5.08 hereof or (in the case of the purchase or
redemption of Bonds of any series other than Series A) in the
manner provided by any applicable provisions of any indenture
supplemental hereto provided, however, that if the amount paid on
any such purchase or redemption of Bonds shall exceed the princi-
pal amount thereof, such excess shall be paid by the Company from
other funds.

Such moneys shall be so applied by the Trustee upon delivery to it
of the following:

| (1) Certified Resolutions of the Board of Directors requesting
such application of a specified amount of such moneys;

(2) In case such moneys are to be applied pursuant to para-
graph (a) of this Section 7.04, the documents required by para-
graphs (b), (¢), (d), (e) and (f) of said Section 2.03; _

(3) An Officers’ Certificate, dated not more than thirty days
prior to the delivery thereof, stating that none of the events speci-

fied in paragraphs (A), (B) and (C) of Section 7.03 hereof has
happened and is continuing.
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Sorron 7.05. Unless some one or more of the events specified
in paragraphs (A), (B) and (C) of Section 7.03 hereof shall have hap-
pened and be continuing, the Company shall have the right to vote
upon and give consents in respect of all shares of stock subject to the
lien hereof for all purposes not contrary to the provisions hereof.
From time to time, upon request of the Company in writing signed
by its President or a Vice President and specifying the purpose or
purposes for which such powers of attorney, proxies or consents are to
be used and certifying that the same are not contrary to the provisions
hereof, the Trustee shall execute and deliver, or cause to be excuted and
delivered to the Company or its nominees, suitable powers of attorney
or proxies to vote upon or suitable consents in respect of, any such
shares of stock which shall have been transferred to the Trustee or its
nominee. Such powers of attorney, proxies and consents shall specity,
as the purpose or purposes for which the same may beused, the purpose
or purposes expressed in such request. The Trustee shall be fully
protected and shall incur no liability in executing and delivering, or
causing. to be executed and delivered, any such powers of attorney or
proxies or consents upon the receipt of an opinion of Counsel that such
purpose or purposes is or are not inconsistent with or contrary to any
of the provisions of this Indenture.

SporioN 7.06. In case default shall be made in the payment of
the principal of or interest on any of the bonds, obligations, claims, or
indebtedness subject to the lien hereof, or in'the due cbservance or
performance of any covenant contained in any of the same or in any
mortgage, deed of trust, or trust agreement by which the same are
secured, or in the payment of the principal of, or interest om, or in
the due observance or performance of any covenant contaived in, any
other bonds, obligations, claims or indebtedness then secured by any
such mortgage; deed of trust or trust agreement then, and in any such
case, the Trustee shall, on the written request of the Company, if none
of the events specified in paragraphs (A), (B) and (C) of Section 7.03
hereof shall have happened and be continuing and may, without such
request, if any one or more of such events shall have happened and
be continuing, exercise and enforce, by legal proceedings cr otherwise,
any and all rights and remedies nnder such bonds, obligations, claims
or indebtedness and under any such mortgage, deed of trust or trust
agreement.
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In case

(a) At any time auy company, shares of the capital stock of
which shall be subject to the lien hereof, shall be dissolved or
liquidated; ox

(b) All or substantially all of the property of any such com-
pany shall be sold at any judicial or other sale; or

(¢) Any property covered by a mortgage securing any bonds
subject to the lien hereof, or subject to any charge or trust for
the payment of obligations subject to the lien hereof, shall be sold
upon foreclosure of such mortgage, or in enforcement of such
charge or trust;

then, in any such case, if the property of such dissolved or liquidated
company, or the property sold, can be acquired by crediting on the
bonds, obligations, claims, indebtedness or shares of stock held by
the Trustee hereunder, any sums accruing or to be received thereon
out of the proceeds of such property, and by paying not more than
10% of the price of such property in cash, the Trustee shall, on the
written request of the Comparly, upon being provided with the amount
of cash necessary therefor-and indemnified on account of its expenses
in conmection therewith, if none of the events specified in para-
eraphs (A), (B) and (C) of Section 7.03 hereof shall have happened
and be continuing, and may, without such request, if any one or more
of such events shall have happened and be continuing, purchase said
property or cause the same to be purchased on its behalf, either in its
name ag Trustee ov inthe name of the Company or otherwise, as it may
determine, and use such bonds, obligations, claims, indebtedness and
shares of stock, so far as may be, to make payment therefor. If re-
quested in writing by the Company and by the holders of a majority
in principal amount of the Bonds then outstanding, and provided with
the amount of cash necessary therefor and indemnified on account of
its expenses in connection therewith, the Trustee shall purchase said
property or cause the same to be purchased as aforesaid, irrespective
of the percentage of the price of such property to be paid in cash; and
if any one or more of the events specified in paragraphs (A), (B) and
(0) of Section 7.08 hereof shall have happened and be continuing, the
Trustee may, in its discretion, but shall not be obligated to, take such
action without the request of the Company, if requested in writing so
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to do by the holders of a majority in principal amount of the Bonds
then outstanding.

In case of any such purchase, the Trustee shall take such steps as
it may deem proper to cause such property to be vested either in the
Company subject to the lien hereof as a first lien thereon subject only
to any liens subject to which such property shall have been sold and
to Permitted Encumbrances, or in some corporation organized or to
be organized with power to acquire and manage such property, pro-
vided in the latter event that all the bonds and other indebtedness and
capital stock of such corporation shall be received by the Trustee and
be held subject to the lien hereof. If such shares of stock of any
such company so liquidated or dissolved, or whose property shall be
so sold, or the bonds or obligations, the mortgage or other instrument
securing which shall be foreclosed or enforced, shall be held by the
trustee under some indenture constituting a lien thereon prior to the
lien of this Indenture, the Trustee may permit the purchase of such
property by or on behalf of the trustee under such prior indenture.

The Company, on demand of the Trustee, forthwith will pay, or
satisfactorily provide for, all appropriate expenditures made by the
Trustee under any of the provisions of this Section 7.06, including all
sums required to obtain and perfect the ownership of and title to any
property which the Trustee shall purchase or shall cause or aunthorize
to be purchased pursuant to the provisions of this Section 7.06; and in
any case, without impairment of, or prejudice to, any of its rights here-
under by reason of any default of the Company, the Trustee, in its
diseretion, may but need not make advances for all such expenditures
so to be paid or provided by the Company, or may procure such ad-
vances to be made by others, and for such advances made by the Trus-
tee, or by others at its request, with interest thereon at the rate of 4%
per annum, the Trustee shall have a lien under this Indenture prior to
the lien of the Bonds, upon all bonds, obligations, claims, indebtedness
and shares of stock in respect of which such advances shall have been
made, and the proceeds thereof, and any property acquired by means
thereof.

Quorion 7.07." The Trustee, with the written consent of the Com-
pany (and without such consent if one or more of the events specified in
paragraphs (A), (B) and (C) of Section 7.03 hereof shall have hap-
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pened and be continuing), may joiu in or permit or authorize the trustee
under any indenture constituting a lien thereon prior to the lien of this
Indenture to join in, any plan of readjustment, recapitalization or
reorganization in respect of any such bonds, obligations, claims, in-
debtedness or shares of stock, and may accept or permit or authorize
the acceptance of any cash, securities or other property issued in pay-
ment or exchange therefor under such plan.

Sectron 7.08. In case the Trustee shall not purchase or cause to
be purchased the property of any such dissolved or liquidated company,
or the property sold, pursuant to Section 7.06 hereof, or shall not join
in any such plan of readjustment, recapitalization or reorganization
pursuant to Section 7.07 hereof, then the Trustee shall receive any
portion of the proceeds of such dissolution or liquidation or of such sale,
or any moneys or securities distributable under any such plan appli-
cable to the bonds, obligations, claims, indebtedness or shares of stock
subject to the lien hereof, unless such proceeds, moneys or securities
are required to be paid to and received by the trustee under some
mortgage or other instrument constituting a lien thereon prior to the
lien of this Indenture. Any such moneys and securities received by the
Trustee shall be held by the Trustee as part of the trust estate, and,
in the case of such moneys, shall be applied by the Trustee to any of
the purposes specified in Section 7.04 hereof, subject to the provisions
of said Section 7.04.

Srcrion 7.09. The Trustee at any time in its discretion, with the
written consent of the Company, or if one or more of the events speci-
fied in paragraphs (A), (B) and (C) of Section 7.03 hereof shall have
happened and be econtinuing, without such consent, may consent to the
renewal or extension of any of the bonds, obligations, claims or other
indebtedness subject to the lien hereof, and of the mortgages, if any,
securing the same, at the same or a higher or a lower rate of interest.
In case of the renewal or extension of any such bonds, obligations,
“claims or other indebtedness, the Trustee may surrender the same
to the company which issued them or its successor, or present the
same for appropriate endorsement, and in lieu thereof may receive
renewal or extended bonds, obligations, claims or other indebtedness
bearing such interest and maturing at such time as the Trustee may
deem reasonable; provided, however, that if any of the same were
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secured by a lien, such renewal or extended bonds, obligations, claims
or other indebtedness shall be secured by a lien upon the same prop-
erty, or upon the same property and additional property, equal or
superior to that securing the bonds, obligations, claims or other indebt-
edness renewed or extended. The Trustee may accept an opinion
of Counsel as conclusive evidence that such extended or renewal
bonds, obligations, claims or other indebtedness are so secured. All
bonds, obligations, claims or other indebtedness received in exchange
for or in renewal of any bonds, obligations, claims or other indebtedness
subject to the lien of this Indenture shall be held subject to the lien
hereof in the same manner and to the same extent as the bonds, obliga-
tions, claims or other indebtedness in exchange for or in renewal of
which they shall have been received.

Srcrion 7.10. Any corporation, any shares of whose stock are sub-
ject to the lien hereof, may consolidate with or merge into, or sell, con-
vey, transfer or lease all or any part of its property to, the Company;
provided, however, that such consolidation, merger, sale, conveyance,
transfer or lease shall be made only upon such terms as shall not in
any way impair or prejudice the value of the security under this In-
denture, and shall be subject to the provisions of Article Fourteen
hereof to the extent that the same shall apply. In the event of the
consolidation or merger of any such corporation with, or the sale, con-
veyance, transfer or lease of its property to, the Company, this Inden-
ture, ipso facto, shall become and be a lien upon all the estate, right,
title and interest of the Company in any property or leasehold so
acquired by the Company with the same force and effect as if the same
had been directly owned by the Company at the date of this Indenture
and conveyed to the Trustee hereunder; and the Company shall execute
and deliver to the Trustee all such instruments as may be required of
it by the Trustee further to establish and perfect such lien.

Subject to the provisions of Section 6.16 hereof, any corporation,
any sharves of whose stock are subject to the lien hereof, may consoli-
date with or merge into, or sell, convey, transfer or lease all or any
part of its property. to, any other person orv corporation; provided,
Lowever, that the value of the security,under this Indenture shall not
be in any way impaired or prejudiced thereby, and provided, further,
that the whole consideration-payable, distributable or deliverable on
account of the shares of capital stock subject to the lien hereof (whether
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such consideration be in cash or otherwise) shall (unless required to
be delivered to the trustee under some mortgage or other instrument
constituting a lien thereon prior to the lien of this Indenture) in the
event of any such transaction be delivered to the Trustee, and shall
be and become subject to the lien hereof. Any cash included in such
consideration shall be applied by the Trustee to any of the purposes
specified in Section 7.04 hereof, subject to the provisions of said Section
7.04.

The Trustee may accept an opinion of Counsel as conclusive evi-
dence that the value of the security hereof will not be impaired or
prejudiced by any consolidation, merger, sale, conveyance, transfer or
lease proposed to be made under the provisions of this Section 7.10.

The stock of any corporation, any shares of whose stock are subject
to the lien hereof, may for the purpose of earrying out-amy trans-
action permitted by the foregoing provisions of this Section 7.10, and
as a part of or in contemplation of such {ransaction, be increased or
reduced to the extent necessary therefor, provided that the percentage
of the capital stock of such corporation of each eclass subject to the
lien hereof shall not be decreased by such increase or reduction of
capital stock.

The Trustee shall do any and all things proper fo carry into
effect the purposes of this Section 7.10, and in order to facilitate any
consolidation, merger, sale, conveyance, transfer or lease contemplated
by this Section 7.10 the Trustee, if necessary, shall either vote or
transfer into the name of the Company, under such restrictions as
it may deem sufficient for the protection of the helders of the Bonds,
the stock of any corporation about to be so merged or consolidated;
but the certificates for-any shares so transferred into the name of
the Company shall forthwith be delivered to and held by the Trustee
hereunder, and the Company shall execute and deliver to the Trustee
such instruments as the Trustee shall deem necessary in order to
enable it to transfer such shares back into its own name.

Srorion 7.11. The Trustee shall have and may exercise all the
rights of owner in respect of any bonds, obligations, claims or in-
debtedness subject to the lien hereof, and may take all such action
from time to time as in its discretion it shall deem advisable to pro-
tect the interests of the Trustee and of the holders of the Bonds in
respect of any thereof, except to the extent that rights in respect
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thereof are conferred upon the Company by this Indenture and are
exercised by it.

Srorron 7.12. So long as any bonds are outstanding under the
First Mortgage the Trustee shall, upon the written request of the
Company, consent to or join in any action by the trustee under the
First Mortgage authorized or permitted by the provisions of the First
Mortgage in respect of any bonds, obligations, claims, indebtedness or
chares of stock subject thereto and hereto; provided, however, that the
Trustee shall not be required to consent to or join in such action if any
of the events specified in paragraphs (A), (B) and (C) of Section 7.03
hereof shall have happened and be continuing or if the provisions of
the First Mortgage relating to such action shall have been modified or
amended and the holders of at least 6624% in principal amount of the
Bonds shall not have consented to such modification or amendment or
to a corresponding modification or amendment of this Indenture.

The Trustee may accept an opinion of Counsel as conclusive evi-
dence that such action is authorized or permitted by the provisions of
the First Mortgage and as to whether or not the provisions of the
First Mortgage relating to such action have been modified or amended.

ARTICLE EIGHT,
REMEDIES OF TRUSTEE AND BONDHOLDERS.

Spcrron 8.01. In case any coupon or claim for interest on any of
the Bonds shall have been funded or extended by or with the consent
of the Company, such coupon-or claim for interest so funded or ex-
tended shall not be entitled, in case of default hereunder, to the benefit
or security of this Indenture, except subject to the prior payment in
full of the principal of all of the Bonds and of all coupons and claims
for interest thereon that shall not have been so funded or extended;
provided, however, that the foregoing provisions of this Section 8.01
shall not be applicable to any coupon or claim for interest which shall
have been so funded or extended pursuant to a plan proposed by the
Company to all holders of any one or more series of Bonds.

1f any matured coupons or claims for interest on any of the Bonds
at or after maturity shall be owned by the Company, or purchased by it
or on its behalf, then such matured coupons or claims for interest shall
not be entitled to the benefit or security of this Indenture; and the
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Company covenants that all such coupons and claims for interest so
owned or purchased by it, or on its behalf, at or after their maturity,
shall be cancelled promptly.

Seorron 8.02. If one or more of the following events, herein some-
times called ‘‘events of default’’, shall happen, that is to say:

(a) Default shall be made in the payment of any instalment
of interest on any of the Bonds when and as the same shall be-
come due and payable, as therein expressed, and such defanlt shall
have continued for sixty days; or

(b) Defaunlt shall be made in the payment of the principal
of any of the Bonds when and as the same shall become due and
payable, either upon stated maturity or upon call for redemption or
otherwise as herein provided; or

(¢) Default shall be made in the payment of any instalment
of any sinking fund provided for herein, or in any indenture sup-
plemental hereto, in respect of the Bonds or any series thereof,
when and as such instalment shall become due and payable in ac-
cordance with the terms of this Indenture or of any such supple-
mental indenture, and such default shall have continued for sixty
days (or in the case of a sinking fund provided for under a sup-
plemental indenture for such other period, if any, as may be
specified therein) ; or

(d) Default shall be made in the observance or performance
of any other covenants, conditions and agreements on the part of
the Company, its successors or assigns, contained in the Bonds
orin this Indenture or-in any indenture supplemental hereto,
and such default shall continue for sixty days (or in case of a
default under a supplemental indenture for such other period, if
any, as may be specified therein) after written notice specifying
such default and requiring the same to be remedied shall have
been given to the Company by the Trustee, which notice may be
given by the Trustee in its digcretion, and shall be given on the
written request of the holders of 10% in principal amount of the
Bonds at the time outstanding; or

(e) An order shall be made by a court of competent juris-
diction for the appointment, without the consent of the Company,
of a receiver or trustee of the Company or of all or any part of
the trust estate and such receiver or trustee shall not have been
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discharged within sixty days; or pursuant to any bankruptey, reor-
ganization, readjustment or debtor relief proceeding, brought by
creditors of the Company, any such court shall have taken juris-
diction of the property of the Company and such proceeding shall
not have been dismissed within thirty days; or

(f) The Company shall consent to the appointment of a re-
ceiver or trustee of all or any part of the trust estate, or shall
file a petition in bankruptey or seeking reorganization or read-
justment or similar relief under any Federal or state statute,
or shall admit in writing the material allegations of any such
petition, or shall file a petition to take advantage of any debtor
relief act;

then, and in any such case, the Trustee personally, or by its agents or
attorneys, may, but shall not be obligated-to, enter into and upon all
or any part of the railroads, rolling stock and other equipment, prop-
erty and premises, lands, rights, interests and franchises hereby con-
veyed, or intended sc to be, and each and every part thereof, and may
exclude the Company, its agents and servants wholly therefrom; and
having and holding the same, may use, operate, manage and control
said railroads and other property, regulate the tolls for the transpor-
tation of passengers and freight thereon, and conduet the business
thereof, either personally or by its superintendents, managers, agents,
servants or attorneys; and upon every such entry the Trustee, at the
expenge of the trust estate, either by purchase, repair or construction,
may from time-to time maintain and restore the rolling stock and other
equipment, tools and machinery, buildings, bridges and structures and
other property erected upon or provided for use in connection with
said railroads and other property, and may insure or keep insured
such of the same as are usually insured by railroad companies and in
the'same manner and to the same extent; and likewise, from time to
time, at the expense of the trust estate, may make all necessary or
proper repairs, renewals and replacements, and useful alterations,
additions, betterments and improvements thereto and thereon, as fo it
may. scem judicious; and may manage the mortgaged railroads and
property and earry on the business and exercise all rights and powers
of the Company, either inthe name of the Company or otherwise, as
the Trustee shall deem best. And the Trustee shall be entitled to eol—
lect and receive all revenues, rents, issues, profits, tolls and other in-
come of the same and every part thereof, and also the income from

1i
1
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all bonds, obligations, claims, indebtedness or shares of stock subject
to the lien hereof. And after deducting the expenses of operating said
railroads and other property, and of conducting the business thereof
and of all repairs, maintenance, renewals, replacements, alterations,
additions, betterments and improvements and all payments which may
be made for taxes, assessments, insurance and prior or other proper
charges upon the trust estate, or any part thereof, as well as just and
reasonable compensation for its own services and for all attorneys,
agents, clerks, servants and other employees by it properly engaged
and employed, the Trustee shall apply the moneys arising as aforesaid,
as follows:

(i) To the payment of the interest in default on the Bonds in
the order of the maturity of the instalments of such interest, with
interest thereon (to the extent permitted by law) at the rate or
rates borne by the Bonds, such payments to be made ratably, to
the persons entitled thereto, without discrimination or preference;

(ii) In case the principal of any of the Bonds shall have be-
come due, by declaration or otherwise, to the payment of the
principal of all the Bonds, whether or not then due, with interest
thereon at the rate or rates borme by the Bonds, such payments to
be made ratably, to the persons entitled thereto, without discrimi-
nation or preference; and

(iii) In case the prineipal of none of the Bonds shall have
become due, by declaration or otherwise, to remedy any other
defaults of the Company hereunder in such manner as, in the
judgment of the Trustee, shall best serve the interests of the holders
of the Bonds.

These provisions, however, shall not be deemed in anywise to
modify the provisions of Section 8.01 hereof, and are subject thereto.

Secrion 8.03. If any one or more of the events specified in para-
graphs (A), (B) and (C) of Section 7.03 hereof shall have happened
and be continuing, the Trustee shall be entitled to vote on all shares
of stock then subject to the lien hereof, and to collect and receive all
dividends on all such shares of stock and all sums payable for principal,
interest or otherwise upon any indebtedness that shall then be subject
to the lien hereof, and to apply the net moneys so received as herein-
before in Section 8.02 hereof provided; and, as holder of any such shares
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of stock and of any such indebtedness, to perform any and all acts, or to
make or execute any and all transfers, requests, requisitions or other
instruments for the purpose of carrying out the provisions of this
Section 8.03; but, in the event that a receiver or trustee of the Company
or any of the railroads embraced in the trust estate shall have been
appointed and shall be in possession thereof, the Trustee from time to
time in its discretion may, and if so requested in writing by the holders
of a majority in principal amount of the Bonds then outstanding shall,
turn over any part or all of such moneys to such receiver or trustee.

Srerron 8.04. In case any one or more of the events of default
shall have happened and be continuing, the Trustee by notiee in writing
delivered to the Company may, and upon the written request of the
holders of either 20% in principal amount of the Bonds then outstanding
or 30% in principal amount of any series of the Bonds then outstanding,
shall, declare the principal of all Bonds then outstanding to be forthwith
due and payable, and upon any such declaration the same shall become
and be forthwith due and payable, anything herein or in the Bonds
contained to the contrary notwithstanding. This provision, however,
is subject to the condition that if, at any time after the principal of
the Bonds shall have been so declared due and payable and before any
sale of the trust estate or any part thereof shall have been made, all
arrears of interest upon all the Bonds, with interest on overdue instal-
ments of interest (to the extent permitted by law) at the same rate or
rates borne by the Bonds, and the principal of any of the Bonds which
shall have become due by their terms, together with the reasonable
charges and expenses of the Trustee, its agents and attorneys, shall
either be paid by the Company or be collected out of the income of the
trust estate and all other defaults under the Bonds or under this Inden-
ture shall be made good to the satisfaction of the Trustee, then and in
such case the holders of a majority in principal amount of the Bonds
then outstanding, by written notice to the Company and the Trustee,
may waive such default and its consequences; but no such waiver shall
extend to or affect any subsequent default or impair any rights conse-
quent thereon.

Sperion 8.06. If one or more of the events of default shall have
happened and be continuing, the Trustee may, in its diseretion, with or
without entry, personally or by attorney

(a) sell, subject to any then existing prior liens thereon, to
the highest and best bidder, all and singular the trust estate, includ-
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ing shares of stock, bonds, rights, franchises, interests and appur-
tenances and all real and personal property of every kind, and all
right, title and interest therein, and right of redemption thereof;
and such sale or sales shall be made at public auction, and at such
time and upon such terms as the Trustee may fix and briefly specify
in the notice of sale to be given as herein provided, and as may be
required by law; or

(b) proceed to protect and to enforce its rights and the rights
of bondholders hereunder by a suit or suits in equity or at law,
whether for the specific performance of any covenant or agreement
contained herein, or in aid of the execution of any power herein
granted, or for the foreclosure hereof, or for the enforcement of
any other appropriate legal or equitable remedy, as the Trustee,
being advised by counsel, shall deem most effectual to protect and
enforce any of its rights or duties hereunder or the rights of the
bondholders.

Seorron 8.06. Upon the written request of the holders of either
20% in principal amount of the Bonds then outstanding or 30% in prin-
cipal amount of any series of the Bonds then outstanding, in case one
or more of the events of default shall have happened and be continuing,
it shall be the duty of the Trustee, upon being indemnified as herein-
after provided, to take all steps needful for the protection and enforce-
ment of its rights and the rights.of the holders of the Bonds, and to
exercise the power of entry or of sale herein conferred, or both, or to
take appropriate judicial proceedings by action, suit or otherwise as
the Trustee, being advised by counsel, shall deem most expedient in the
interest of the holders of the Bonds.

Secrron 8.07. Anything herein contained to the contrary notwith-
standing, the holders of a majority in principal amount of the Bonds
then outstanding shall have the right to direct the method and place of
conducting any and all proceedings for any sale of the trust estate or
any part thereof ; provided, however, that the Trustee shall not be bound
to follow such directions if, in its judgment, such action would be
prejudicial to.any other holder of Bonds.

Secrron 8.08.  In the event of any sale, whether made under the
power of sale herein granted or pursuant to judicial proceedings, the
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whole of the trust estate may be offered for sale in one parcel and as
an entirety, including all the railroads, equipment, franchises, leases,
leasehold interests, contracts, shares of stock, bonds and other real and
personal property of every name and nature, unless such sale as an
entirety is impracticable in the opinion of the Trustee, or unless the
holders of a majority in principal amount of the Bonds then outstanding
shall in writing request the Trustee to cause the trust estate to be sold
in parcels, in which case the sale may be made in such parcels and
in such order as may be specified in such request. The Company, for
itself and all persons hereafter claiming through or under it or who
may at any time hereafter become holders of liens junior to the lien
hereof, hereby expressly waives and releases all right to have the prop-
erties comprised in the trust estate marshalled upon any foreclosure
or other enforcement hereof, and the Trustee or any court in which the
foreclosure of this Indenture or the administration of the trusts hereby
created is sought, shall have the right as aforesaid to sell the entire
property of every description comprised in the trust estate as a whole
in a single lot or parcel.

Secrion 8.09. Notice of any sale pursuant to the provisions hereof
shall state the time and place when and where the same is to be made,
and shall contain a brief general description of the property to be sold,
and shall be sufficiently given if published once in each week, on any
day of the week, for four successive calendar weeks prior to such sale
in a daily newspaper printed in the Emglish language and published and
of general circulation in the City and County of San Francisco, Cali-
fornia, and in a daily newspaper similarly printed, and published and
of general circulation in the Borough of Manhattan, City and State of
New York, and as may otherwise be required by law.

Secrion 8.10. The Trustee may adjourn from time to time any
sale to be made by it under the provisions hereof, by announcement at
the time and place appointed for such sale, or for such adjourned sale
or gales; and without further notice or publication, it may make such
sale at the time and place to which the same shall be so adjourned.

Sectron 8.11. Upon the completion of any sale or sales hereunder,
the Trustee shall execute and deliver to the accepted purchaser or
purchasers a good and sufficient deed, or good and sufficient deeds, and
other instruments conveying, assigning and transferring the properties
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sold. The Trustee and its successors are hereby appointed the true and
lawful attorneys, irrevocably, of the Company in its name and stead to
make all conveyances, assignments and transfers of the premises and
property thus sold, which the Trustee shall deem advisable; and, for
that purpose, the Trustee may execute all requisite deeds and instru-
ments of assignment and transfer and may substitute one or more per-
sons with like power; the Company hereby ratifying and confirming all
that its said attorneys or such substitute or substitutes shall lawfully do
by virtue hereof. Nevertheless, the Company, if so requested by the
Trustee, shall ratify and confirm any sale or sales by executing and
delivering to the Trustee, or to such purchaser or purchasers, all such
instruments as may, in the judgment of the Trustee, be advisable for
the purpose.

Any such sale or sales made hereunder, whether made under the
power of sale herein granted or pursuant to judicial proceedings, shall
operate to divest all right, title and interest whatsoever, either at law or
in equity, of the Company, of, in and to the property so sold, and shall
be a perpetual bar, both at law and in equity, against the Company,
its successors and assigns, and against any and all persons claiming the
property sold, or any part thereof, from, through or under the Com-
pany, its successors or assigns. '

SectroN 8.12. The réceipt of the Trustee for the purchase money
paid at any such sale shall he a sufficient discharge therefor to any
purchaser of the property, or any part thereof, sold as aforesaid; and
no such purchaser or his representatives, grantees or assigns, after
paying such purchase money and receiving such receipt, shall be bound
to see to the application of such purchase money or any part thereof
upon or for-any trust-or purpose of this Indenture, or in any manner
whatsoeyer be answerable for any loss, misapplication or non-applica-
tion of any such purchase money, or any part thereof, or be bound to
inquire as to the authorization, necessity, expediency or regularity of
any such sale.

Seorron 8.13. In case of a sale of the trust estate substantially as a
whole under any of the foregoing provisions of this Article Eight,
whether made under the power of sale herein granted or pursuant to
judicial proceedings, the principal of all of the Bonds then outstanding,
if not previously due, shall immediately thereupon become due and pay-
able, anything herein or-in the Bonds to the contrary notwithstanding.
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Secrion 8.14. The proceeds of any such sale, whether made under
the power of sale herein granted or pursuant to judicial proceedings,
together with any other sums which may then be held by or for the Trus-
tee under any of the provisions hereof as part of the trust estate or the
proceeds thereof, shall be applied as follows:

First. To the payment of the costs and expenses of such sale,
including reasonable compensation to the Trustee, its agents, attor-
neys and counsel, and of all expenses, liabilities and advances
made or incurred by the Trustee, and to the payment of all taxes,
assessments or other liens prior to the lien hereof, except prior
liens, if any, subject to which the property shall have been sold.

Second. To the payment of the whole amount then due and
unpaid upon the Bonds for principal and interest, with interest on
the overdue principal and (to the extent permitted by law) on the
overdue instalments of interest at the same rate or rates borne by
the Bonds; and in case such proceeds shall be insufficient to pay in
full the whole amount so due and unpaid, then to the payment of
such unpaid principal and interest, ratably according to the aggre-
gate thereof, without preference or priority of principal over inter-
est, or of interest over principal, or of ‘any instalment of interest
over any other instalment of interest, subject, however, to the pro-
visions of Section 8.01 hereof.

Third. To the payment of the surplus, if any, to the Company,
its successors or assigns, or to whosoever may be lawfully entitled to
receive the same, or as-a court of competent jurisdiction may direct.

Secrion 8.15. Upon any such sale under any of the foregoing pro-
visions of this Article Eight, whether made under the power of sale
herein granted or pursuant to judicial proceedings, any purchaser, for
the purpose of‘making payment of the purchase price of the property
purchased, shall be entitled to use and apply any Bonds and any ma-
tured and unpaid coupons appurtenant thereto by presenting such Bonds
and coupons in order that there may be credited thereon the sums ap-
plicable to the payment out of the net proceeds of such sale fo the holder
of such Bonds and coupons as his ratable share of such net proceeds,
after the deduction .of costs, expenses, reasonable compensation and
other charges, for which expenses provision shall be made in cash; and
thereupon such purchaser shall be credited, on account of such pur-
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chase price payable by him, with the portion of such net proceeds that
shall be applicable to the payment of, and that shall have been credited
upon, the Bonds and coupons so presented. At any such sale, any
holder of Bonds may bid for and purchase such property, and may make
payment therefor as aforesaid, and upon compliance with the ferms
of sale, may hold, retain and dispose of such property without further
accountability. '

Secrion 8.16. The Company covenants that 4

(1) if default shall be made in the payment of any instalment
of interest on any of the Bonds when and as the same shall be-
come payable, as therein and herein expressed, and such default
shall have continued for sixty days; or

(2) if default shall be made in the payment of the principal
of any of the Bonds when the same shall become due and pay-
able, whether upon stated maturity, or upon call for redemption,
or upon declaration as provided in Section 8.04 hereof, or upon
a sale as provided in Section 813 hereof, or otherwise as herein
provided;

then, upon demand of the Trustee, the Company will pay to the Trustee,
for the benefit of the holders of the Bonds and coupons then out-
standing, the whole amount then owing or accrued and unpaid upon
the Bonds for principal and interest, with interest on the overdue prin-
cipal and (to the extent permitted by law) on the overdue instalments
of interest at the same rate or rates borne by the Bonds; and, in case
the Company shall fail to pay the same forthwith upon such demand,
the Trustee, in its own name and as trustee of an express trust, shall
be entitled to recover judgment for the whole amount so due and
unpaid.

The Trustee shall be entitled to recover judgment as aforesaid,
either before or after or during the pendency of any proceedings for
the enforcement of the lien hereof; and the right of the Trustee to
recover such judgment shall not be affected by any entry or sale here-
under, or by the exercise of any other right, power or remedy for
the ‘enforcement of the provisions hereof or the foreclosure of the
lien hereof. In case of a sale of the frust estate as a whole, or any.
parcel thereof as provided in Section 8.08 hereof, and of the application
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of the proceeds of sale to the payment of the debt hereby secured, the
Trustee, in its own name and as trustee of an express trust, shall be
entitled to enforce payment of, and to receive all amounts then remain-

ing due and unpaid upon, any and all of the Bonds and coupons then ‘
outstanding, for the benefit of the holders thereof, and shall be entitled
to recover judgment for any portion of the debt remaining unpaid,
with interest. No recovery of any such judgment by the Trustee, and
no levy of any execution on any such judgment upon the trust estate
or any part thereof or on any other property, shall, in any manner or
to any extent, affect the lien of this Indenture on the trust estate or any
part thereof, or any rights, powers, or remedies of the Trustee here-
under, or any rights, powers, or remedies of the holders of the Bonds
and coupons, but such lien, rights, powers and remedies shall continue
unimpaired as before.

Any moneys collected by the Trustee under this Section 8.16 shall
be applied by the Trustee,

First, to the payment of the expenses, disbursements and
reasonable compensation of the Trustee, its agents and attorneys,
in the collection of such moneys or otherwise,

Second, to the payment of the amounts due and unpaid upon
the Bonds and coupons in respect of which such moneys shall
have been collected, for principal and interest, with interest on
the overdue principal and (to the extent permitted by law) on
the overdue instalments of interest at the same rate or rates borne
by the Bonds, ratably to the aggregate of such principal and unpaid
interest, without preference or priority of any kind, but subject
to the provisions of Section 801 hereof, at the date fixed by the
Trustee for distribution of such moneys, on presentation of the
several Bonds and coupons and their surrender, if fully paid, or
for proper~stamping if only partly paid.

Seeriony 8.17. The Company will not at any time insist upon or
plead, or in any manner whatever claim, or take the benefit or advan-
tage of, any stay or extension under any law wherever enacted, which
may affect the covenants or terms of, or lien of, or enforcement of, this
Indenture, nor will it claim, take or insist upon any benefit or advan-
tage from any law, now or hereafter in force, wherever enacted, pro-
viding for the valuation or appraisal of the trust estate or any part
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thereof, prior to any sale or sales thercof to be made pursuant to
any provisions herein contained, or to the decree, judgment or order
of any court of competent jurisdiction ; nor after any such sale or sales
will it claim or exercise any right under any statute heretofore or
hereafter enacted by the United States or by any State, or otherwise,
to redeem the property se sold or any part thereof. The Company
hereby expressly waives all benefit and advantage of any such law
or laws, and covenants that it will not hinder, delay-or impede the
execution of any power herein granted or delegated to the Trustee,
but that it will suffer and permit the execution of every such power
as though no such law or laws had been made or enacted,

Seorrow 8.18. Upon filing a bill in equity, or upon commencement
of any other judicial proceedings, to enforce any right of the Trustee
or of the bondholders hereunder, the Trustee shall be entitled, as a
matter of right, to the appointment of a receiver of the trust estate,
and of the rents, issues, profits, tolls, revenues and income thereof,
with such powers as the court making such appointment shall confer.

Seorron 8.19. In case default shall be made in the payment of any
instalment of interest on any of the Bonds, when and as the same shall
become payable as therein and herein expressed, or default shall be
made in the observance or performance of any other of the covenants,
conditions and agreements on the part of the Company contained in
the Bonds or in this Indenture, and (a) at any time during the con-
tinuance of such default there shall be any existing judgment against
the Company unsatisfied and unsecured by bond on appeal, or (b) in
any judicial proceeding a receiver or trustee shall be appointed of the
Company or of the trust estateor any part thereef, or a judgment or
order shall be entered for the sequestration of its property or any part
thereof, or (¢) the Company shall, by Certified Resolutions delivered
to the Trustee, admit to the Trustee the inability of the Company to
make good such default within the period of grace in Section 8.02
hereof provided, the Trustee, in ‘any such case, shall thereupon be
entitled in its diseretion forthwith to exercise the right of entry con-
ferred by this Article Hight, and also any and all other rights and
powers conferred by this Article Wight upon and provided to be exer-
cised by the Trustee upon the happening and continuance of an event
of default; and as a matter of right the Trustee shall thereupon be
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entitled, in its discretion, to the appointment of a receiver of the trust
estate and of the rents, issues, profits, tolls, revenues and income
thereof, with such powers as the court making such appointment shall
confer.

Secrron 8.20. Whenever the Company shall deem expedient for
the better protection or security of the Bonds (although then none of
the events of default entitling the Trustee to enter into possession shall
have happened) the Company, with the consent of the Trustee, may
surrender and deliver to the Trustee full possession of the whole or of
any part of the trust estate, and may authorize the Trustee to collect
the interest and dividends on any or all bonds, obligations, eclaims,
indebtedness and shares of stock subject to the lien hereof, and to vote
upon any or all such shares of stock, for any period fixed or indefinite.
In such event, the Trustee shall enter into. and on the premises and
property so surrendered and delivered, and shall take and receive pos-
session thereof for such period, fixed or indefinite, as aforesaid, without
prejudice, however, to its right at any time subsequently, when entitled
thereto by any provision hereof, to insist upon maintaining and to
maintain such possession though beyond the expiration of any such
prescribed period. From the time of its entry upon such premises and
property, the Trustee shall work, maintain, use, manage, control and
employ the same in accordance with the provisions hereof, and shall re-
ceive and apply the income and revenues thereof as provided in Section
8.02 hereof.

Upon application of the Trustee and with the consent of the Com-
pany, even though none of the events of default shall have happened,
a receiver may be appointed to take possession of, and to operate,
maintain and manage the whole or any part of the trust estate, and the
Company shall transfer and deliver to such receiver all such property,
wheresoever the same may be situated.

Sectrow 8.21. " In every case when a receiver or trustee of the trust
estate, or any part thereof, shall be appointed, whether under Sections
8.18, 8.19 or 8.20 hereof, or otherwise, the net income and proceeds of
the trust estate or such part thereof shall be paid over to and shall be
received by the Trustee for the benefit of the holders of the Bonds and
coupons and shall be applied as provided in Section 8.02 hereof. Not-
withstanding the appointment of any such receiver or trustee, the Trus-




95

tee shall be entitled, as pledgee, to continue to retain possession and
control of any shares of stock, cash, bonds and other obligations held by
it as security hereunder, and all payments and distributions made in
respect thereof.

Secrion 8.22. No holder of any of the Bonds or coupons shall
have any right to institute any suit, action or proceeding in equity or
at law for the foreclosure herecf, or for the execution of amy trust
hereunder, or for the appointment of a receiver, or for any*other remedy
hereunder, unless such holder previously shall have delivered to the
Trustee written notice that some specified event of default has hap-
pened and is continming, nor unless also the holders of either 20%
in principal amount of the Bonds then ontstanding or 30% in principal
amount of any series of the Bonds then outstanding, shall have
requested the Trustee in writing to take action in respect of such event
of default, and shall have afforded to the Trustee reasonable opportun-
ity either to proceed to exercise the powers hereinbefore granted or to
institute such action, suit or proceeding in its own name; nor unless
they shall have also offered to the Trustee reasonably adequate security
and indemnity against the costs, expenses and liabilities to be incurred
therein or thereby. Such notification, request and offer of indemnity
are hereby declared in every such case, at the option of the Trustee,
to be conditions precedent to the execution of the powers and trusts
hereof and to any action or cause of action for foreclosure or for the
appointment of a receiver or for any other remedy hereunder; it being
intended that no one or more holders of the Bonds or coupons shall
have any right in any manner whatever by his or their action to affect,
disturb or prejudice the lien hereof, or to enforce any right hereunder
except in the manner herein provided, and that all proceedings at law
or in equity shall be instituted, had and maintained in the manner
herein provided and for the equal benefit of all holders of the outstand-
ing Bonds and coupons.

Nothing in this Section 8.22 or elsewhere herein or in the Bonds or
coupons contained shall affect or impair the obligation of the Company,
which is unconditional and absolute, to pay the prineipal of and interest
on the Bonds (subject as to such interest to the provisions of Article
Sixteen hereof) to the respective holders of the Bonds and coupons, at
the times and places in such Bonds or coupons stated, nor affect or
impair the right of action, which is also absolute and unconditional, of
such holders to collect such payment.
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Secrion 8.23. Except as herein expressly provided to the con-
trary, no remedy herein conferred upon or reserved to the Trustee, or
the holders of the Bonds, is intended to be exclusive of any other
remedy or remedies. Hach and every such remedy shall be cumulative,
and shall be in addition to every other remedy given hereunder or now
or hereafter existing at law or in equity or by statute.

Secrion 8.24. No delay or cmission of the Trustee, or of any
holder of the Bonds, to exercise any right or power accruing upon any
default, shall impair any such right or power or shall be construed to
be a waiver of any such default, or an acquiescence therein; and every
power and remedy given by this Article Eight to the Trustee and to the
bondholders, respectively, may be exercised, from time to time and as
often as may be deemed expedient, by the Trustee or by the bond-
holders, respectively.

Secrion 8.25. In case the Trustee shall have proceeded to enforce
any right hereunder by foreclosure, entry or otherwise, and such pro-
ceedings shall have been discontinued or abandoned because of waiver
or for any other reason, or shall have been determined adversely to
the Trustee, then, and in every such case, the Company and the Trustee
shall severally and respectively be restored to their former position and
rights hereunder in respect of the trust estate; and all rights, remedies
and powers of the Trustee shall continue as though no such proceedings
had been taken.

Secrron 8.26. The Trustee shall have power to institute and main-
tain suits or proceedings to restrain the enforcement of, or compliance
with, or the observance of, any legislative or governmental enactment,
rule or order which it may believe to be unconstitutional, or otherwise
invalid, if the enforcement of, or compliance with, or observance of,
such enactment, rule or order, would, in the judgment of the Trustee,
impair the security hereunder or be prejudicial to the Trustee or to
the holders of the Bonds.
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ARTICLE NINE.
[MMUNITY OF INCORPORATORS, STOCKHOLDERS, OFFICERS AND DIRECTORS.

Secrion 9.01. No recourse under or upon any obligation, covenant
or agreement contained herein, or in any of the Bonds or coupons, or
because of the creation of any indebtedness secured hereby, shall be
had against any incorporator, stockholder, officer or director, as such,
past, present or future, of the Company, or of any predecessor or suc-
cossor company, either directly or through the Company or any such
predecessor or suceessor company, whether by virtue of any statute,
constitutional provision or rule of law, by the enforcement of any
assessment or by any legal or equitable proceeding, or otherwise.
Tt is expressly agreed and understood that this Indenture and the
obligations hereby secured are solely corporate obligations, and that
no personal liability whatever shall attach to or be incurred by the
incorporators, stockholders, officers or directors, as such, of the Com-
pany, or of any predecessor or successor company, or any of them,
because of the incurring of the indebtedness hereby secured, or under
or by reason of any of the obligations, covenants or agreements con-
tained herein, or in any of the Bonds or coupons, or implied therefrom;
and that any and all such personal liability of every name and nature
of every such ineorporator, stockholder, officer or director, as such,
whether arising at common law or in equity, or ereated by statute or
constitution, is hereby expressly waived and released as a condition of,
and as part of the consideration for, the execution hereof and the issue
of the Bonds and coupons,

ARTICLE TEN.
Boxpmorpers’ Acts, HoLpiNGgs AND APPARENT AUTHORITY.

Seeron 10.01. Any demand, request or other instrument provided
by this Indenture to be signed and executed by the holders of Bonds
may be in.any number of concurrent writings of similar tenor, and may
be signed or executed by any such holder in person or by agent ap-
pointed in writing. Proof of the execution of any such demand, request
or otherinstrument, or of a writing appointing any such agent, and of
the holding by any person of Bonds or coupons, shall be sufficient for
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any purpose hereof, and may be received by the Trustee as conclusive,
if made in the following manner:

(1) The fact and date of the execution by any person of any
such demand, request or other instrument or writing, may be
proved by the certificate of any notary public or other officer
authorized to take acknowledgments of deeds to be recorded in
the State in which such document was acknowledged that the person
signing such document acknowledged to him the execution thereof,
or by an affidavit of a witness to such execution sworn to before
any such notary or other such officer;

(2) The fact of the holding by any person of Bonds or
coupons transferable by delivery, and the principal amount and
distinctive numbers and series of such Bonds or coupons, and the
date of his holding the same (which holding the Trustee may deem
to continue until it shall have received notice in writing to the
contrary), may be proved (a) by the production of such Bonds
or coupons, or (b) by a certificate executed by any trust company,
bank, banker or other depositary, wherever situated, satisfactory
to the Trustee, showing that on the date therein mentioned, such
person had on deposit with sueh depositary or exhibited to it the
Bonds or coupons described in such certificate; or such facts may
be proved by the certificate or affidavit of the person holding such
Bonds or coupons, if such proof shall be satisfactory to the
Trustee;

(3) The fact of the holding by any person of registered
Bonds without coupons and. of coupon Bonds registered as to
principal shall be proved by the registry books of such Bonds, or
by a certificate of the Bond registrar.

Any request or consent of the holder of any Bond shall bind all

future helders of the same Bond and all Bonds issued in exchange
therefor or in lieu thereof, in respect of anything done, permitted or
omitted by the Trustee in pursuance of such request or consent.
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ARTICLE ELEVEN.
ReLEssEs oF MoORTGAGED AND PLEDGED PROPERTY.

Secriow 11.0L. From time to time, subject to and upon compliance
with the conditions and limitations prescribed in this Axrticle Hleven,
the Company may sell, exchange for other property, or otherwise dispose
of any property of whatever character then subject to the lien hereof,
and the Trustee, upon compliance by the Company with the provisions
of Section 11.03 and Section 11.04 hereof, shall release such property
from the lien hereof, provided:

(1) In the judgment of the Board of Directors, determined
by resolution thereof, it shall no longer be necessary or expedient
to retain the same for use in the business of the Company;

(2) Hither (a) in the judgment of the Board of Directors,
similarly determined, the Company will not thereby be prevented
from maintaining and operating, after the disposition of the
property to be released, lines of railroad directly or indirectly
subject to the lien hereof substantially as continuous and as direct
and available for transportation purposes as were the lines of
railroad directly or indirectly subject to the lien hereof prior to
such digposition, between the principal points served by it prior
to such disposition, or (b) in the judgment of the Board of Direc-
tors, similarly determined, and in the judgment of an independent
engineer or other independent person deemed by the Trustee to
be qualified for the purpose (in each case satisfactory to the Trus-
tee), the release so requested will not materially impair or preju-
dice the security for the Bonds or the interests of the bondholders;
and

(3) The Company shall not sell or dispose of any stock (except
for the purpose of qualifying directors), or bonds, of any one
subsidiary company which are subject to the lien hereof unless all
of such stock or bonds of such subsidiary company shall be so sold
or disposed of.

For the purposes of this Article Ermyew, the terms ‘‘lines of rail-
road directly or indirectly subject to the lien hereof’’ shall be deemed
to include lines of railroad owned by the Company and subject to the
lien hereof, or owned by a wholly-owned subsidiary, or leased to or used
by the Company under a lease or trackage or other agreement subject to
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the lien hereof ; provided, however, that if under the provisions of para-
graph (2) of this Section 11.01 or under the provisions of Section 11.02
hereof, the Company would not be entitled to a requested release of
property, or would not be entitled to take any action under Seetion 11.08
hereof, but for the acquisition of a lease or trackage or other agree-
ment by it, in connection with or as a part of the transaction involving
such release, any lease or trackage or other agreement so acquired
shall (i) be on terms substantially as favorable to the Company as any
lease or trackage or other agreement for which it shall have been
substituted or in lien of which it shall have been received, (ii)
expire not earlier than the date of expiration of any lease or trackage
or other agreement for which it shall have been substituted or in lieu
of which it shall have been received or the latest date of maturity of
any Bonds then outstanding, whichever date shall be the earlier, and
(iii) be subject to the lien hereof.

Sgerrony 11.02. The Company may at any time, provided that, in
the judgment of the Board of Directors, determined by resolution there-
of, the Company will not thereby be prevented from maintaining and
operating, after such change in location, lines of railroad directly or
indirectly subject to the lien hereof substantially as continuous and as
direet and available for transportation purposes as were the lines of
railroad directly or indirectly subject to the lien hereof prior to such
change in location, make any change in location of its lines, tracks,
station houses, buildings or other structures situated on any part of
the trust estate to other premises;, whether or not such premises be
subject to the lien hereof. Upon any such change in location, the
Trustee, upon compliance by the Company with the provisions of Sec-
tions 11.03 and 11.04 hereof, shall release from the lien hereof the
premises upon which the lines, tracks, station houses, buildings or other
structures were originally situated and any part of such lines, tracks,
station houses, buildings of other structures unremoved and remaining
thereon after such change in such location, and shall execute and deliver
any and all instruments necessary and proper to effect such purpose.

Srporion '11.03. “Whenever requesting the release of any property
pursuant to Seetion 11.01 or Section 1]1.02 hereof, the Company shall
deliver to the Trustee:

(1) Certified Resolutions of the Board of Directors requesting
the release of the property deseribed in the Officers’ Certificate
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provided for in paragraph (2) of this Section 11.03, and setting
out the determinations required by Section 11.01 or Section 11.02
hereof, as the case may be;’

(2) An Officers’ Certificate, dated not more than thirty days
prior to its delivery, which shall:

(a) set forth a description of the propefty to be releaged;

(b) state that the retention of such property for use in
the business of the Company is not necessary or expedient ;

(c) state that the release requested is required for the
purpose of carrying out a sale of the property to be released,
or an exchange thereof for other property;

(d) if the release be requested pursuant to Section 11.02
hereof, state that the Company has made a change in the loca-
tion of its lines, tracks, station houses, buildings or other
structures (which shall be briefly described) situated on a
part of the trust estate to other premises and set forth a
deseription of such other premises;

(e) set forth the selling price of such property, if it
is to be sold, or a deseription of the property to be received
in exchange therefor, if any;

(£) state that the fair value to the Company of such
property is not greater than the price at which it is to be
sold, or the fair value of the property (including any cash)
to be received in exchange therefor as the case may be;

(g) state whether the Company would be entitled to the
release requested but for the acquisition of a lease or trackage
or other agreement by it, in connection with or as a part of
the transaction involving such release, and, if not, briefly de-
seribe the lease or trackage or other agreement so acquired
and any lease or trackage or other agreement for which the
lease or trackage or other agreement so acquired shall have been
substituted or in lieu of which it shall have been received, and
state that the lease or trackage or other agreement so acquired
is on terms substantially as favorable to the Company as any
lease or trackage or other agreement for which it shall have
been substituted orin lieu of which it shall have been received
and expires not earlier than the date of expiration of any
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lease or trackage or other agreement for which it shall have
been substituted or in lieu of which it shall have been received
or the latest date of maturity of any Bonds then outstanding,
whichever date shall be the earlier; and

(h) state whether any one or more of the events speci-
fied in subdivisions (A), (B) and (C) of Section 7.03 hereof
shall have happened and be continuing;

(3) If the fair value to the Company of the property to be
released, as stated in subdivision (f) of paragraph (2) of this
Section 11.03, exceeds $100,000, a further certificate complying
with the requirements of said subdivision (f) by an independent
engineer (in the case of any property other than bonds, obliga-
tions, claims, indebtedness or shares of stock) or by an independ-
ent appraiser (in the case of any such bonds, obligations, claims,
indebtedness or shares of stock) satisfactory to the Trustee;

(4) If the Certified Resolutions provided for in paragraph (1)
of this Section 11.03 set out a determination of the character pro-
vided for in subdivision (b) of paragraph (2) of Section 11.01, a
further certificate by an independent engineer or other independent
person deemed by the Trustee to be qualified for the purpose (in
each case satisfactory to the Trustee) stating that the release
requested will not materially impair or prejudice the security for
the Bonds or the interests of the bondholders;

(5) An opinion of Counsel stating that the action so re-
quested is anthorized by the provisions of this Article Eleven, and
that the resolutions and certificates furnished to the Trustee in
connection therewith are in compliance with the provisions of this
Section 11.03.

(6) “An assignment or other instrument of transfer subjecting
to the lien hereof any lease or trackage or other agreement acquired
by the Company as set forth in the Officers’ Certificate pursuant to
subdivision (g) of paragraph (2) of this Section 11.03, together
with an opinion of Counsel that such assignment or other instru-
ment of transfer is, or when recorded as specified in such opinion
will be, effective for such purpose, or an opinion of Counsel that
no such assignment or other instrument of transfer is necessary
for such purpose.
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Whenever requesting the release of any property pursuant to
Section 11.02 hereof, the Company shall in addition deliver to the
Trustee: *

(1) A conveyance to the Trustee subjecting to the lien hereof
the relocated lines, tracks, station houses, buildings or other strue-
tures and the property on which the same are situated, together
with an opinion of Counsel that such conveyance is, or when
recorded as specified in such opinion-will be, effective for such
purpose; or

(2) An opinion of Counsel that no such conveyance is neces-
sary for such purpose.

Secrion 11.04. In case of any release of property pursuant to
the provisions of Section 11.01 or Section 11.02 hereof, the considera-
tion received therefor must consist of :

(1) Cash;

(2) Obligations secured by purchase money mortgages on the
property to be released; provided, however, that the aggregate
principal amount of any obligations secured by purchase money
mortgages to be received in exchange for such property plus the
aggregate principal amount of all other obligations secured by
purchase money mortgages theretofore delivered to the Trustee
under this Section 11.04:and then held as part of the trust estate
shall not exceed 10% of the aggregate principal amount of Bonds
at the time outstanding;

(3) Additions of a character which could otherwise be made
the basis for the authentication of Bonds under Section 2.03 hereof
excluding, however, any part of the cost of such Additions thereto-
fore made the basis for the authentication of Bonds or for the
authentication of bonds or the payment of cash under the First
Mortgage, or for the payment of moneys deposited with the Trus-
tee as a part of the trust estate, or for the release of property under
any of the provisions of this Indenture or of the First Mortgage or
acquired through the use of insurance proceeds, or charged to or
for which the Company has been reimbursed out of the Capital
Fund account provided for in Article Five hereof; provided, how-
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ever, that equipment may be received in exchange only for equip-
ment; or

(4) In case of the release of property pursuant to the provi-
sions of Section 11.02 hereof, the premises to which the lines,
tracks, station houses, buildings or other structures were removed
in any change of location permitted thereby, if such premises were
not previously subject to the lien hereof, notwithstanding that such
property could not be made the basis for the authentication of
Bonds under the provisions of Section 2.03 hereof.

Subject to the provisions of the First Mortgage and any indenture
constituting a prior lien on any property so released, all cash received
for property so released shall be paid over to the Trustee except that,
in lieu of all or any part of such cash, the Company may deliver to the
Trustee the documents required by paragraphs (¢) and (d) of Section
2.04 hereof, which would otherwise be sufficient to entitle the Company
to receive under said Section 2.04 hereof cash in an amount equal to
75% of such cash consideration so withheld by the Company, provided,
however, that any Additions to the cost of which said documents relate
may not be for equipment except to the extent that the cash considera-
tion received by the Company for such released property shall repre-
sent the proceeds of equipment. All'cash proceeds so paid over to the
Trustee shall be held by it as part of the trust estate, and may be paid
out and disposed of in like manner as provided in Section 7.04 hereof
and subject to the provisions of said Section 7.04.

In case any part of the consideration shall consist of obligations
secured by a purchase money mortgage on the property to be released,
the Company shall deliver to the Trustee (i) an Officers’ Certificate
stating that the aggregate principal amount of such obligations plus the
aggregate principal amount of all other obligations secured by purchase
money mortgages theretofore delivered to the Trustee under this Sec-
tion 11.04 and then held as part of the trust estate does not exceed 10%
of the aggregate principal amount of Bonds at the time outstanding,
(ii) an opinion of Counsel stating that such obligations are valid obli-
gations, that the purchase money mortgage securing the same con-
stitutes a valid lien upon the property to be released, subject to no
prior lien except the First Mortgage and any prior lien subject to
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which said property is to be sold, (iii) an assignment or other instru-
ment of transfer of such mortgage to the Trustee, and (iv) a further
opinion of Counsel stating that such assignment or other instrument
of transfer is, or when recorded as specified in such opinion will be,
effective for the purpose of subjecting such mortgage to the lien of
this Indenture, subject to no prior lien except the First Mortgage and
any lien which constituted a prior lien on such property prior to such
release. ' :

In case any part of the consideration shall consist of property of
the character specified in paragraph (3) of this Section 11.04, the
Company shall deliver to the Trustee the documents required by para-
graphs (b), (¢), (d), (e) and (f) of Section 2.03 hereof.

Section 11.05. The Company may from time to time abandon the
operation of any line of railroad or terminal, or any portion thereof,
and may surrender any franchises or portion thereof, if such abandon-
ment or surrender shall be made either (1) pursuant to the authority
of any governmental body at the time having jurisdiction in the
premises, (2) by virtue of an agreement with or action by the Federal
Government or any State, municipality or other political subdivision
of a State or any governmental agency or (3) pursuant to some legal
requirement.

. Prior to any such abandonment or surrender the Company shall
deliver to the Trustee (a) an opinion of Counsel that such abandon-
ment or surrender is permitted under the provisions of this Section
11.05, and that any requisite approval of any such governmental body
has been obtained and (b) a certified copy of ‘any order or agreement
pursuant to which such abandonment or surrender will be made. Upon
receipt of said documents the Trustee, at the request of the Company,
shall execute and deliver such confirmatory releases as may be appro-
priate to evidence of record the release from the lien of this Inden-
ture of any franchise or portion thereof surrendered pursuant to this
Section 11.05.

If the Company shall dismantle and remove any tracks or other
structures or facilities or property appertaining to any such line of
railroad or terminal or portion thereof, it may sell any such dismantled
property free from the lien hereof for cash; and the provisions of
Section 11.04 hereof shall apply to the net cash proceeds received for
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any such dismantled property. Except in the case of the sale for cash
of any such dismantled property, and, except as provided in the next
succeeding paragraph of this Section 11.05 the provisions of Sec-
tions 11.01, 11.03, 11.04 and 11.06 of this Article Eleven shall govern the
releagse from the lien hereof of any property which the Company may
sell, exchange for other property or otherwise dispose of ag the result
of the abandonment of any operation or the surrender of any franchise
under this Section 11.05.

For the purpose of confirming of record any reversion to former
owners, their successors or assigns (whether by operation of law or
pursuant to provisions in conveyances) of title to real property consti-
tuting right of way of an abandoned line of railroad which is no longer
used or useful for railroad purposes, the Company, from time to time
and without receiving any consideration therefor, may execute and
deliver appropriate releases, quitclaims or other instruments of convey-
ance of its right, title and interest in such real property and the Trus-
tee, at the request of the Company, and upon receiving an Officers’
Certificate specifying the property so to be released, quitelaimed or con-
veyed and stating that it constituted right of way of an abandoned line
of railroad and is no longer used or useful for railroad purposes of
the Company, together with an opinion of Counsel stating that such
releases, quitclaims or other instruments of conveyance are required
for the purpose of confirming of record a reversion to former owners,
their successors or assigns, of fitle to such real property and that such
reversion has been effected by operation of law or pursuant to provi-
sions in conveyances by which the Company, or its predecessors in
title, acquired title to such real property, shall execute and deliver
confirmatory releases with respect thereto.

Secrron 11.06. If none of the events specified in paragraphs
(A), (B) and (C) of Section 7.03 hereof shall have happened and be
continuing, the Company may from time to time sell, exchange or
otherwise dispose of free from the lien hereof and without release by
the Trustee, any of the property (other than cash, bonds, obligations,
elaims, indebtedness or shares of stock) at any time subject to the lien
hereof and not used or useful for railroad purposes, not exceeding in
any one calendar year in the aggregateya total of $100,000 in value at
the date of disposition. The Company agrees that in each case within
a reasonable time it will expend the proceeds of any such sale or other
disposal, or an amount equal to the fair value of any property not sold
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for cash, to replace the property so sold or otherwise so disposed of
by other property, not necessarily of the same character, and that all
such substituted property and all property received in exchange for
property which was subject to the lien hereof (which shall be of at least
equal value to the property which was subject to the lien hereof at the
time of its sale, exchange or other disposal) shall forthwith become
subject to the lien hereof ; provided, however, that only proceeds derived
from the disposition of equipment may be applied to the acquisition of
equipment, and that equipment may be received in exchange only for
equipment.

In order to clear the title of record to any property sold, exchanged
or otherwise disposed of in accordance with this Section 11.06, the
Trustee, from time to time, at the request of the Company and upon
receiving an Officers’ Certificate specifying the property to be released
and the value thereof, stating that it is not used or useful for railroad
purposes and stating the value of all property therefofore sold, ex-
changed or otherwise disposed of by the Company pursuant to this
Section 11.06 within the calendar year in which such property was sold,
exchanged or otherwise disposed of, shall execute and deliver con-
firmatory releases that such property is free from the lien hereof.

The Company shall deliver to the Trustee, on or before the last
day of January in each year commencing with the year 1945, an Officers’
Certificate setting forth in reasonable detail all property and the value
thereof sold, exchanged or otherwise disposed of under this Section
11.06 within the preceding calendar year, and all replacements thereof
and the value of such replacements, together with all such deeds, con-
veyances or instruments of further assurance (if any) and evidence of
such filing or recording thereof, as may be necessary for the purpose
of effectually subjecting such replacements to the lien hereof and an
opinion of Counsel that such deeds, conveyances and instruments of
further assurance are valid and sufficient for such purpose, or an
opinion of Counsel that no such instruments are neeessary.

Szcrron 11.07. The Company shall have full power, in its discre-
tion, and without notice to or action by the Trustee, from time to time:

(1) To alter, remove, demolish or retire from service, any
building or structure or any main, branch, spur, industrial, switch,
connecting, storage, yard or terminal tracks or other property on
the trust estate whiech may have become unfit for use or which it
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may deem necessary or advantageous to alter, remove, demolish
or retire in connection with the maintenance or operation of or in
the improvement of the trust estate, and to dispose of any serap or
other material accumulated from any such alteration, removal,
demolition or retirement or otherwise in the operation and main-
tenance of the trust estate; and

(2) To sell as units, to dismantle and sell as serap, or other-
wise to dispose of, free from the lien hereof, any portion of the
fixtures, equipment, machinery, tools, implements, furniture, ma-
terials, supplies and other chattels at any time subject to the lien
hereof which may have become obsolete or otherwise unfit for use
or which it may not be necessary or advantageous longer to retain
for use upon the trust estate.

In any such case the Company shall within a reasonable time either
(a) replace the same, or substitute therefor other property, not neces-
sarily of the same character, but having a value at least equal to the
value of the old property at the time of its disposition, or, if the old
property be sold, to the consideration received therefor by the Com-
pany, or (b) turn over to the Trustee the cash or securities, and subject
to the lien hereof any other consideration, received from the disposition
of such property. Any property of whatever character which may be
acquired by the Company from time to time in replacement of, or in
substitution for, any property sold, exchanged or otherwise disposed of
under the provisions of this Section 11.07 shall forthwith become sub-
ject to the lien hereof. Any cash received by the Trustee pursuant to
this Section shall be held by it as part of the trust estate and may be
paid out and disposed of in the manner provided in Section 7.04 hereof.

Seortonw 11.08. The Company shall have full power, in its discre-
tion, and without notice to the Trustee, from time to fime:

(1) To lease (except as a whole or substantially as a whole,
in whieh case the provisions of Article Fourteen hereof shall be
applicable), or'grant joint facility, terminal or trackage rights, or
easements upon, or enter into any agreement or contract with
respect to, the trust estate or any part thereof, but in each case
subject to the lien hereof upon the trust estate; and

(2) To make changes or alterations in, or substitutions for,
any leases or joint facility, terminal or trackage rights, easements,
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agreements or contracts constituting a part of the trust estate,
which changed, amended or supplemental lease or joint facility,
terminal or trackage right; easement, agreement or contract shall
forthwith become subject to the lien hereof;

provided, that the security hereunder be not thereby impaired, and that
the Company be not thereby prevented, after such transaction, from
maintaining and operating lines of railroad directly or indirectly sub-
ject to the lien hereof (as defined in Section 11.01 hereof) substantially
as continuous and as direct and available for transportation purposes
as were the lines of railroad directly or indirectly subject to the lien
hereof prior to such transaction, between the prineipal points served by
it prior to such transaction.

Srorion 11.09. If by final decree or order of any court or govern-
mental body or agency having jurisdiction in the premises the Com-
pany shall be required in eminent domain proceedings, or otherwise,
to part with the ownership, possession or operation of any portion or
portions of the trust estate, or should any governmental body or
agency exercise any right to purchase any portion of the trust estate,
the portion or portions with which the Company may be so required to
part, or the portion so purchased, shall, notwithstanding the foregoing
provisions of this Article Eleven, be released by the Trustee from the
lien hereof:

(1) If the Trustee is a party to the action or proceeding in
which such decree or order shall have been entered, then upon
such terms and conditions as may be prescribed in such decree or
order, or

(2) If the Trustee shall not be a party to such action or
proceeding, or if any portion of the trust estate has been so pur-
chased by any governmental body or agency, then on such terms
and conditions as may be satisfactory to the Trustee in its judg-
ment, or on such terms and conditions as may be prescribed by
law or by the deeree or order of any court of competent jurisdie-
tion in a separate action or proceeding brought by the Trustee or
to which it is a party,

and in each case upon receipt by the Trustee of any consideration
received by the Company for the portion or portions of the trust estate
so to be released, or upon the making of arrangements satisfactory to
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the Trustee for the subsequent receipt by it of such consideration. Any
cash received by the Trustee pursuant to this Section shall be held by
it as part of the trust estate and may be paid out and disposed of in the
manner provided in Section 7.04 hereof.

Secrroxw 11.10. Any property or rights received by the Company
in exchange or substitution for any property or rights released from
the lien hereof or which are made the basis for the withdrawal of
deposited cash as aforesaid, shall be and become subject to the lien
hereof as fully as if specifically mortgaged hereby, but, if requested
by the Trustee, the Company shall convey the same to the Trustee
upon the trusts and for the purposes of this Indenture and shall fur-
nish to the Trustee an opinion of Counsel that the instruments of con-
veyance are sufficient for that purpose, or, in lien of such instruments,
the Company shall furnish an opinion of Counsel that no such instru-
ments of conveyance are necessary for such purpose.

Secrion 11.11. The purchaser of any property. released under
the provisions of this Article Eleven shall not be required to see to the
application of the purchase money.

Secrrow 11.12. In case there shall be subjected to the lien hereof all
or substantially all of the property, both real and personal, of any
company, the Trustee, upon the request of the Company, evidenced
by Certified Resolutions, shall release from the lien hereof any stock
of such company which may be held by it, and shall deliver to the Com-
pany the certificates for such stock properly assigned for transfer.
In order to facilitate any such aequisition, upon the request of the
Company prior to any such acquisition the Trustee shall give to the
Company all proxies, powers and releases which may be necessary or
desirable to enable such stock to be voted, sold, applied or otherwise
disposed of in effecting such acquisition by consolidation, merger,
purchase or otherwise,

In case there shall be subjected to the lien hereof the title in fee
to-any property on which mortgage debf shall be outstanding, the
whole of which mortgage debt shall also be subject to the lien hereof,
the Trustee, at the request-of the Company, evidenced by Certified
Resolutions, may caneel and discharge all such mortgage debt so as
to release such property from the lien thereof; provided, however,
(1) that thereupon such property shall become subject to the lien
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hereof, and that there is no lien on such property, other than the First
Mortgage, which is prior to the lien hereof and junior to the lien of the
mortgage, deed of trust or other instrument securing such mortgage
debt, (2) that the Company shall deliver to the Trustee an opinion of
Counsel to that effect and (3) that in the judgment of the Trustee the
release will not materially and adversely affect the security for the
Bonds or the interests of the holders thereof.

Secrion 11.13. In case the trust estate shall be in“the possession
of a receiver or trustee the powers conferred by this Article Eleven upon
the Company may be exercised by such receiver or trustee with the
approval of the Trustee; and in such event such receiver or trustee
shall deliver to the Trustee, in lieu of any resolutions, certificates and
opinions required by any provision of this Article Eleven to be delivered
to the Trustee by the Company, appropriate orders of eourt, certifi-
cates of such receiver or trustee and opinioms of counsel for such
receiver or trustee. If the Trustee shall be in possession of the trust
estate under any of the provisions hereof, all of the powers conferred
by this Article Hleven upon the Company may be exercised by the
Trustee in its diseretion.

Srorron 11.14. Anything in this Article Eleven to the contrary
notwithstanding, the Trustee may release property under any provision
of this Article Eleven even though at the time some one or more of the
events specified in paragraphs (A), (B) and (C) of Section 7.03 hereof
shall have happened and be continuing; but if any such event shall have
happened and be eontinuing the Trustee may, in its discretion, decline
to release property under any provisions of this Article Kleven.

Seoriox 11.15. Anything herein contained fo the contrary notwith-
standing, as long as any bonds are outstanding under the First Mort-
gage, the Trustee shall release from the lien of this Indenture any
property subject to the First Mortgage upon receipt of (a) a Certified
Resolution, requesting such a release, (b) a certificate of the trustee
under the First Mortgage setting forth that such property has been
duly released therefrom and the purposes of such release, (c) a
copy of the release of such property from the lien of the First
Mortgage, and (d) an opinion of Counsel setting forth that such
property is, or was prior to its release, subjeet to the said First
Mortgage, and that it has-been duly released therefrom. In any
such case, the Company shall not be required to comply with any
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provision of this Article Hleven except this Section 11.15; provided,
however, that the Trustee shall not be required to release any prop-
erty pursuant to this Section 11.15 if any of the events specified in
paragraphs (A), (B) and (C) of Section 7.03 hereof shall have hap-
pened and be continuing or if the provisions of Article Ten of the First
Mortgage relating to such release shall have been modified or amended
and the holders of at least 6625% in principal amount of the Bonds
shall not have consented to such modification or amendment or to a
corresponding modification or amendment of this Indenture.

The Trustee may accept an opinion of Counsel as conclusive evi-
dence as to whether or not the provisions of Article Ten of the First
Mortgage relating to such release have been modified or amended.

ARTICLE TWELVE.
CoNCERNING THE TRUSTEE.

Secrion 12.01. The Trustee accepts the trusts hereby created upon
the following terms and conditions, to all of which the Company and
the holders of the Bonds and coupons at any time outstanding, by their
acceptance thereof, agree:

(a) The recitals herein and in the Bonds contained (except
in the certificate of authentication of the Trustee) shall be taken
as the statements of the Company, and the Trustee assumes no
responsibility for the correctness of the same. The Trustee makes
no representation as to the value or condition of the mortgaged
property or any part thereof or as to the security afforded thereby
and hereby, or as to the lien of this Indenture or the validity
thereof or as to the validity of the Bonds issued hereunder, and
the Trustee shall incur no responsibility in respect of any such
matters; provided, however, that nothing herein contained shall
relieve the Mrustee of its duty to authenticate Bonds only as
authorized by this Indenture;

(b) The Trustee shall be under no duty to file, register or
record or cause to be filed, registered or recorded this Indenture,
or any supplement thereto, as a mortgage, conveyance or transfer
of real or personal property or otherwise, or to re-file, re-register
or re-record the same.’ The Trustee shall be under no responsi-
bility or duty with respect to the disposition of the Bonds authen-
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ticated and delivered under any of the provisions hereof, or the
application of the proceeds thereof or of any moneys paid to the
Company under any of the provisions hereof;

Should any taxes or other governmental charges be imposed
upon the Trustee, in its capacity as Trustee hereunder, under any
present or future law of the United States of America or of any
authority therein having jurisdiction, the Trustee shall be reim-
bursed and indemnified therefor by the’ Company, and:any liability
incurred or amounts paid by the Trustee in respect of any such
taxes or other governmental charges, until paid, shall constitute a
lien upon the trust estate and the proceeds thereof prior to any
claim of the holders of the Bonds;

(¢) The Trustee may execute any of the trusts hereunder,
exercise any of the powers hereby vested in it, or perform any
duty hereunder either itself or by or through its attorneys, agents
or employes; and the Trustee shall not be answerable or account-
able for any act, default, negligence or misconduct of any such
attorney, agent or employe, provided reasonable care has been
exercised in the selection and in the continued employment of
such attorney, agent or employe; nor shall the Trustee be other-
wise answerable or accountable under any circumstances whatso-
ever, except for its negligence or bad faith;

(d) The Trustee shall not be under any obligation or duty
to institute any suit in respect hereof, or to take any action in
respect of any- default or otherwise or toward the execution or
enforcement of any of the trusts hereby created unless one or
more of the holders of the Bonds shall, as often as required by
the Trustee, furnish it with reasonable security and indemmity
against the cost and expenses of such action; but this provision

| shall not affect any discretionary power herein given to the
Trustee to determine whether or not it shall take action in respect
of such default or otherwise;

(e) FExcept as herein otherwise provided, any notice or de-
mand which by any provision hereof is required or permitted to
be given or served by the Trustee or any other person on the
Company, shall be deemed to have been sufficiently given and
served for all purposes, if deposited, postage prepaid, in a United
Qtates Post Office letterbox or mail chute, addressed (until an-
other address is filed by the Company with the Trustee and there-
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after if addressed to such other address) as follows: The Western
Pacific Railroad Company, 526 Mission Street, San Francisco,
California. Any notice, request or demand by any bondholder
or the Company to or upon the Trustee shall be deemed to have
been sufficiently given or made, for all purposes, if given or made
at the principal trust office of the Trustee;

(f) The Trustee shall not be bound to recognize any person
as the holder of a Bond outstanding hereunder unless and until
such Bond is submitted to the Trustee for inspection if requested,
and the title established to the satisfaction of the Trustee;

(g) The Trustee shall be justified in relying upon any notice,
resolution, request, waiver, consent, order, certificate, statement,
affidavit, indemnity bond, report, appraisal, opinion, telegram,
cablegram, radiogram, letter, bond or other paper, document or
instrument believed by it in the exercise of due care to be genuine
and to have been signed, sent or presented by the proper party or
parties;

(h) The Trustee may consult with counsel (who may be
counsel for the Company) and the opinion of such counsel and
any opinion of Counsel delivered to the Trustee in accordance
with this Indenture shall be full and complete authority and pro-
tection in respect of any action taken, permitted or omitted by the
Mrustee hereunder in good faith and in accordance with such
opinion;

(i) ~Any notice, resolution, request, certificate, or other
document or instrument which in aceordance with any provision
of this Indenture is required or permitted to be delivered to the
Trustee may be accepted by the Trustee without further inquiry,
and the Trustee shall not be liable for any action taken; permitted
or omitted by it hereunder in good faith and in reliance thereon.
Before granting any application for the authentication or deliv-
ery of Bonds' or for the payment of any moneys held by the
Trustee under any provision of this Indenture or for the execu-
tion of any release or upon any other application to it hereunder,
the Trustee shall not be under any duty to make any further
investigation into the matters appearing to it to be covered by
any such document or instrument; provided, however, that if, prior
to action had thereon, the holders of not less than 10% in prin-
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cipal amount of the outstanding Bonds shall in writing request
it so to do and shall furhish it with security and indemnity satis-
factory to it against the costs and expenses of the investigation
the Trustee shall make such further investigation as to it may
seem proper, and provided, further, that the. Trustee may in its
discretion make any such independent inquiry or investigation as
it may see fit. If the Trustee shall malke said further investiga-
tion, it shall be entitled to examine the books, records and premises
of the Company, itself or by agent or attorney; and unless the
Trustee shall be satisfied, with or without said examination, of
the truth and accuracy of the matters stated in said document or
instrument, it shall not be under any obligation to grant the appli-
cation. The reasonable expense of every such investigation shall
be paid by the Company, or if paid by the Trustee, shall be repaid
by the Company upon demand, with interest at the rate of 4% per
annum, and until such repayment shall be secured by a lien on the
trust estate and the proceeds thereof prior to the lien of the Bonds;

(33 The Company covenants and agrees to pay to the Trustee
from time to time on demand of the Trustee, reasonable com-
pensation (which shall not be limited by any provisions of law
with respect to the compensation of fiduciaries or of the trustee
of an express trust) for all'services rendered by it hereunder
and also its reasonable expenses and counsel fees and other dis-
bursements, and those ofits attorneys, agents and employes,
ineurred in and by the administration and execution of the frusts
hereby created and the exercise of its powers and the performance
of its duties hereunder;

The Company also covenants to indemnify the Trustee for,
and to hold it harmless against, any loss, liability or expense
inemrred without negligence or bad faith on the part of the
Trustee, arising out of or in connection with the acceptance or
administration of the trusts hereunder, including the costs and
expenses of defending against any claim of liability in the prem-
ises. The Company further covenants and agrees to pay interest
at the rate of 4% per annum to the Trustee upon all amounts
paid, advanced or disbursed by the Trustee for which it is en-
titled to reimbursement or indemnity as herein provided;

The Trustee shall have 'a lien on the trust estate and the
proceeds thereof, prior o the lien of the Bonds, for all amounts
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agreed to be paid by, and for all obligations of, the Company
under this clause (J);

(k) Whenever in the administration of the trusts created here-
by the Trustee shall deem it necessary or desirable that a matter
be proved or established prior to taking, permitting or omitting
any action hereunder, said matter (unless other evidence in respect ‘
thereof be herein specifically prescribed) may be deemed to be ‘
roved and established by an Officers’ Certificate delivered to the
Trustee, but in its diseretion the Trustee may require such further |
or additional evidence as to it may seem reasonable;

Except when otherwise in this Indenture expressly provided,
any order, application, notice, request, consent, approval, selec-
tion, designation, appointment, election, direction, receipt, option
or other instrument or writing to be furnished by the Company to
the Trustee shall be sufficiently executed if executed in the name
or on behalf of the Company by its President or a Viee President
and by either its Treasurer or an Assistant Treasurer or its Secre-
tary or an Assistant Secretary, or if in the form of Certified
Resolutions;

(1) The Trustee, any company in or with which it may be
interested or affiliated, and any officer, director, trustee or stock-
holder of the Trustee or of any such company, may acquire and
hold Bonds, and the Trustee may act as depositary, transfer agent,
registrar, custodian, escrow agent or fiseal agent for the Company
or for any committee or other body, firm or corporation in respect
of any bonds, notes, or cther securities, whether or not issued
pursuant hereto;

(m) Al rights of action hereunder may be enforeed by the
Trustee without the possession of any of the Bonds or the produc-
tion thersof on the trial or other proceedings relative thereto.

Sgorox 12.02.. Any moneys which at any time shall be deposited
ander this Indenture with the Trustee or any paying agent by or for
the account of the Cempany shall be held in trust by the Trustee or
such paying agent, as the case may be, for the holders of the Bonds
and coupons issued hereunder until disposed of conformably with the
provisions hereof, but need not be segregated and may be held as part
of the general funds of the Trustee or such paying agent. Any moneys
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so held by any paying agent may at any-time, upon the written request
of the Company, be paid to the Trustee and shall thereafter be held
in trust by the Trustee for thé purposes for which such moneys were
held in trust by such paying agent. Neither the Trustee nor any
such paying agent shall be under any duty to invest any such moneys,
or be under any liability for interest thereon, except such interest as
the Trustee or such paying agent may agree with the Company to pay
thereon,

Seorion 12.03. Any company into which the Trustee or any suc-
cessor to it in the trusts hereby created may be merged or converted,
or with which it or any such successor may be consolidated, or any com-
pany resulting from any merger, conversion, or consolidation to which
the Trustee or any such suceessor shall be a party, provided such com-
pany shall be a trust company or a banking corporation in good stand-
ing organized under the laws of the United States of America or the
State of New York and shall have an office in the Borough of Manhattan,
City and State of New York, and shall have a capital and surplus aggre-
gating at least $5,000,000, shall be the successor trustee under this
Indenture without the execution or filing of any paper or the perform-
ance of any further act on the part of the parties hereto, anything
herein to the contrary notwithstanding. In case any of the Bonds shall
have been authenticated but not delivered, any such successor may
adopt the certificate of authentication of The Chase National Bank of
the City of New York, or of ‘any successor to it, as Trustee hereunder,
and deliver the same so authenticated; and in case any of the Bonds
shall not have been authenticated, any successor trustee may authenti-
cate such Bonds in the name of such suecessor trustee, and in all such
cases such certificate shall bave the full force which it is anywhere in the
Bonds or this Indenture provided that the certificate of the Trustee
shall have.

SgoroN 12.04. The Trustee or any successor. frustee may at
any time resign and be discharged from the trusts hereby created by
giving to the Company written notice of such resignation specifying
o date when it desires such resignation to take effect, and such resig-
nation shall take effect on the date specified in such notice or on the
date of the appointment of a successor trustee, whichever shall be
earlier. Notice of such resignation shall be published once in each week
for two successive calendar weeks, on days not more than ninety days
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nor less than sixty days prior to the date so specified, in one daily
newspaper printed in the English language and published and of gen-
eral circulation in the Borough of Manhattan, City and State of New
York, and one daily newspaper similarly printed, and published and of
general circulation in the City and County of San Francisco, California.

The Trustee or any successor trustee may be removed at any
time by the holders of a majority in principal amount of the Bonds
then outstanding by an instrument or concurrent instruments signed
by such holders or their attorneys-in-fact duly authorized. Any
Trustee so removed shall be entitled to its reasonable compensation
then accrued and unpaid, and the reimbursement of proper expenses
theretofore incurred and not previously reimbursed.

Sectron 12.05. In case at any time the Trustee or any suceessor
trustee shall resign or shall be removed or shall become incapable of
acting or shall be adjudged bankrupt or insolvent, or if a receiver of
the Trustee or of any successor, or of its property, shall be appointed,
or if any public officer in the exercise of his official powers shall take
charge or control of the Trustee or any sucecessor, or its property
or affairs, or if a vacancy shall arise in the trusteeship under this
Indenture from any other cause, the Company, by an instrument duly
executed and acknowledged by its proper officers, by authority of its
Board of Directors, may appoint a successor trustee to fill the vacancy
until the appointment of a new trustee by the holders of Bonds as
hereinafter provided. The Company shall publish notice of any such
appointment made by it-once in each week for two successive calendar
weeks in one daily newspaper printed in the English language and
published and of general circulation in the Borough of Manhattan, City
and State of New York and one daily newspaper similarly printed, and
published and of general circulation in the City and County of San
Francisco, California.

In any instance in which the Company may be authorized to ap-
point a trustee to fill a vacancy, a successor trustee may be appointed
by the holders of a majority in principal amount of the Bonds out-
standing by an instrument or concurrent instruments in writing signed
by such holders or their attorneys-in-fact duly authorized, and delivered
to such successor trustee hereunder, notification being given to the
Company and the predecessor trustee, provided, however, that no such
appointment may be made (1) more than one year after the first pub-
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lication of a notice of the appointment by the Company of a successor
trustee to fill such vacancy; or (2) after the appointment of a successor
trustee by a court as hereinafter provided. Upon such appointment
of a successor trustee by the holders of Bonds, any successor trustee
theretofore appointed by the Company to fill a vacancy shall, immedi-
ately and without further act, be superseded by the successor trustee so
appointed.

If no appointment of a successor trustee shall be.made by the
Company or by the holders of Bonds pursuant to the foregoing pro-
visions of this Section 12.05 within three months after the happening
of any of the events set forth in the first paragraph of this Section
12.05, the holder of any Bond or any retiring trustee hereunder may
apply to any court of competent jurisdiction to appoint a successor
trustee. Said court may thereupon, after such notice, if any, as it
may deem proper and prescribe, appoint a successor trustee.

Every successor trustee appointed under any of the provisions
of this Article Twelve shall be a trust company or a banking corpora-
tion in good standing organized under the laws of the United States
of America, or the State of New York orthe State of California, having
an office in the Borough of Manhattan, City and State of New York or
in the City and County of San Francisco, California, and a capital and
surplus aggregating at least $5,000,000, if there be such a trust company
or banking corporation able and willing to act.

Any successor trustee appointed hereunder shall execute, acknowl-
edge and deliver to the predecessor trustee hereunder and to the Com-
pany an instrument in writing accepting such appointment hereunder,
and thereupon said successor trustee, without any further act, deed or
conveyance, shall become fully vested with all the estates, properties,
rights, powers, trusts, duties and obligations of its predecessor in
trust hereunder, with like effect as if originally named as frustee
herein; but the retiring trustee, nevertheless, on the written request
of the Company or of the successor trustee, and upon payment of its
unpaid compensation and expenses, if any, shall execute, acknowledge
and deliver such instruments of conveyance and further assurance and
do such other things as may reasonably be required for more fully and
certainly vesting and confirming in said successor trustee all the right,
title and interest of the retiring trustee in and to the trust estate
and said rights, powers, trusts, duties and obligations; and the re-
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tiring trustee shall also, upon like request and upon payment of its
unpaid compensation and expenses as aforesaid, pay over, assign and
deliver to the successor trustee any money and other property subject
to the lien hereof then held by it, and deliver any and all records in
respect of the trusts hereunder which it may have, or copies of such
records; and upon request of any such successor trustee the Company
shall execute, acknowledge and deliver any and all deeds, conveyances
or other instruments in writing for more fully and certainly vesting
in and confirming to such successor trustee said estates, properties,
rights, powers, duties and obligations.

Secrion 12.06. If at any time or times, in order to conform to
any legal requirement, the Trustee shall so request, the Company and
the Trustee shall unite in the execution and performance of all instru-
ments and agreements necessary or proper to appoint another bank
or trust company or one or more persons approved by the Trustee,
either to act as co-trustee or co-trustees of all or any part of the
trust estate, jointly with the Trustee, or to act as separate trustee or
trustees of any such property, with such power and authority as may
be necessary to the effectual operation of the frusts herein set forth
and specified in the instrument of appointment.

Any such co-trustee or separate trustee may resign by an instru-
ment in writing delivered to the Company and to the Trustee, specify-
ing a date, not less than thirty days after the date of such resignation,
on which the same shall take effeet; and any such co-trustee or sep-
arate trustee may be removed by an instrument in writing signed by
the Company and the Trustee and delivered to him or it. Upon any
such resignation or removal, or the occurrence of a vacancy in such
office from any other cause, a successor co-trustee or separate trustee
may be appointed by instrument in writing signed by the Company and
the Trustee. If one or more.of the events specified in paragraphs (A),
(B) and (C) of Section 7.03 hereof shall have happened and be con-
tinuing, the Trustee may take any action referred to in this Section
12.06 without the consent or joinder of the Company.

Secrroxw 12.07. The Trustee is hereby appointed (and the suceessive
holders of the Bonds, by taking and holding the same, shall conclusively
be deemed to have so appointed the Trustee) the true and lawful
attorney-in-fact of the respective holders of the Bonds, with authority
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to make or file, irrespective of whether the Bonds or any of them are in
default as to payment of principal or interest, in the respective names
of the holders of the Bonds and coupons or on behalf of all holders of
the Bonds and coupons as a class, any proof of debt, petition or other
document, and to execute any and all other papers and documents and
do and perform any and all other acts and things for and on behalf of
the respective holders of the Bonds and coupons, or on behalf of all
holders of the Bonds and coupons as a class, as may be necessary or
advisable in the judgment of the Trustee in order to have the claims of
the holders of the Bonds and coupons against the Company, or any suc-
cessor, or any other person or corporation, allowed and paid in any
equity receivership, insolvency, liquidation, bankruptey, reorganization
or other proceedings which shall involve the trust estate or amy part
thereof, and to receive payment of or on account.of any such claim or
claims. Nothing herein contained shall give the Trustee-authority to
assent to or reject on behalf of any holder of Bonds and coupons any
plan of reorganization proposed or approved in any such proceeding.

ARTICLE THIRTEEN.
PossessioN. UnTiL DEFaUuLT ; DEFEASANGE.

Seorion 13.01. Unless and until (1), the Trustee, under the powers
granted in this Indenture, or a receiver or trustee, shall have entered
into possession of the trust estate or a part thereof or (2) some one or
more of the events of default defined inSection 8.02 hereof shall have
happened and be continuing, the Company, its successors and assigns,
shall be suffered and permitted to retain actual possession of all the
trust estate (other than any bonds, obligations, claims, indebtedness
or shares of stock subject to the lien hereof, and any cash deposited
with the Trustee under any provision hereof) and to manage, operate
and use the same and every part thereof with the rights and franchises
appertaining thereto and to collect, receive, take, use and enjoy the
revenues, rents, earnings, income, issues and profits thereof (as well as,
except as otherwise provided in Articles Seven and Eight hereof, of
such bonds, obligations, claims, indebtedness or shares of stock).

Seerion 18.02. If (a) when all of the Bonds shall become due and
payable at maturity, upon call for redemption, by declaration, or other-
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wise, the Company shall have paid or caused to be paid the whole
amount of the principal and premium, if any, and interest due on all
of the Bonds then outstanding, or shall have provided for the payment
of such Bonds by depositing with the Trustee as trust funds the entire
amount then due thereon for principal and premium, if any, and interest,
or (b) prior to all of the Bonds having become due and payable, the
Company shall deposit with the Trustee as trust funds an amount suf-
ficient to pay or redeem all Bonds at the time issued and outstanding,
together with the interest thereon to maturity or the date of redemp-
tion, and, in case the Bonds are to be redeemed, furnish proof satisfac-
tory to the Trustee that notice of redemption of all outstanding Bonds
has been given as provided in Article Four hereof, or make arrange-
ments satisfactory to the Trustee that such notice will be so given,
or (¢) the Company shall deliver to the Trustee for cancellation all
Bonds and coupons issued hereunder and not theretofore cancelled,—
and if, in any such event, the Company shall pay or cause to be paid all
other sums payable hereunder by the Company and shall well and truly
keep and perform, according to the true intent and meaning of this In-
denture, all covenants herein required to be kept and performed by it,
—then, and in any such case, all property, rights and interests hereby
conveyed, assigned or pledged shall revert to the Company, its succes-
sors or assigns, and the estate, right, title and interest of the Trustee
shall thereupon cease and determine and become void; and the Trustee
in any such case, on written demand of the Company, its successors or
assigns, shall enter satisfaction of this Indenture upon the records, and
shall assign and transfer or cause to be assigned and transferred, and
shall deliver or cause to be delivered to the Company, its successors or
assigns, all moneys (other than moneys deposited with it for the pay-
ment of principal, premium, coupons or claims for interest on the
Bonds), and all personal or other property then held hereunder by the
Trustee; otherwise, this Indenture shall remain in full force and
effect.

Any moneys deposited with the Trustee under this Section 13.02
shall be held by it as a trust fund and applied to the payment of the
Bonds, the premium, if any, and the interest thereon and coupons apper-
taining thereto in respect of which such moneys shall have been
deposited.
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ARTICLE FOURTEEN.
CoNSOLIDATION, MERGER, CONVEYANCE AND LiBASE.

Srorron 14.01. Nothing herein or in any Bond contained shall
prevent the consolidation or merger of the Company with or into any
other corporation lawfully entitled to acquire and operate the trust
estate or any conveyance or lease by the Company of the trust estate
as a whole, or substantially as a whole, to any other sucly;corporation,
or shall prevent successive similar consolidations, mergers, convey-
ances or leases to which the Company or any successor O lessee cor-
poration, as hereinafter defined, shall be a party, provided, however,
that:

(1) Every such consolidation, merger, conveyance or lease
shall be on such terms as shall fully preserve the lien and security
of this Indenture and the rights and powers of the Trustee and
of the holders of the Bonds hereunder; and

(2) Immediately upon any such consolidation, merger, con-
veyance or lease and as a part of such transaction, the corporation
resulting from such consolidation or merger, or the corporation to
which such conveyance or leage is made, as the case may be, shall
expressly assume the due and punctual payment of the principal
of and interest on all of the Bonds according to their tenor and
purport, and the due and punctual performance of all the terms
and conditions of this Indenture and of any indenture supplemental
hereto, to be performed by the Company. Any such assumption
shall be by a supplemental indenture in the case of a consolidation,
merger or conveyance and by a supplemental indenture or other
instrument in the case of a lease.

For the purposes of this Article Fourteen the term ‘‘successor
corporation’’ shall mean any corporation resulting from any such con-
solidation or merger or any corporation to which any such conveyance
shall be made, and the term ‘‘lessee corporation’’ shall mean any cor-
poration to which any such lease shall be made.

The conditions contained in this Section 14.01 shall not be con-
strued as requiring that, in the event of any such consolidation, merger,
conveyance or lease, a separate income account shall be thereafter
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maintained in respect of the operation of the properties subject to
the lien hereof, but provisions which shall be equitable in the judgment
of the Trustee shall be made with respect to the portion or portions
of the revenues and expenses of any such successor or lessee corpora-
tion which shall be used as a basis for the determination and applica-
tion of Available Net Income under Article Five hereof or which shall
be used for any similar purpose under the provisions of any inden-
ture supplemental hereto; provided that any such provisions shall be
consented to or approved by the holders of 6623% in principal amount
of the Bonds then outstanding in the manner provided in Article Six-
teen hereof.

Secrion 14.02. In case any corporation with which the Company
shall be consolidated or into which it shall be merged or to-which it
shall convey the trust estate as a whole or substantially as a whole
shall be a Class I carrier as defined by the rules of the Commission
at the time in force, then, in the absence of an express grant by such
suceessor corporation, this Indenture ghall not by reason of any such
consolidation, merger or conveyance or by reason of the after-acquired
property clauses contained herein; constitute and become a lien upon,
and the term ‘‘trust estate’’ as herein used shall not include or com-
prise:

(1) Any property or franchise which, prior to such con-
solidation, merger or conveyance, was owned by the corporation
with which the Company may be consolidated or inte which it may
be merged, or to which it may make any such conveyance, or any
property or franchise which may have been theretofore acquired
by the Company and which prior to such consolidation, merger
or conveyance was not subject to the lien hereof; or

(2) Any property or franchise which may be purchased,
constructed ‘or otherwise acquired by any successor corporation
after the date of any such consolidation, merger or conveyance,
excepting only the betterments, extensions, improvements, addi-
tions, repairs, renewals, replacements, substituticns, alterations,
property, rights and franchises referred to in clauses (a) and (b)
of this Section 14.02, which, as and when purchased, constructed,
or otherwise acquired by suech successor corporation, shall be
and become subject to the lien hereof.
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If any supplemental indenture provided for in Section 14.01 here-
of does not contain an express grant by the successor corporation,
as further security for all Bofds issued and to be issued hereunder,
of all of its property and franchises then owned and which it may
thereafter acquire, it shall contain:

(a) A grant by such successor corporation confirming the
prior lien of this Tndenture upon the trust estate and subjecting
to the lien and operation hereof as a first lien subject, withont
change of priority, to liens affecting the property and franchises
of the Company immediately before such consolidation, merger
or conveyance (1) all property theretofore or thereafter acquired,
in whole or in part, either with cash at any time held hereunder
by the Trustee or in exchange for property released from the lien
hereof or the acquisition or construction of which has been or shall
be made the basis in whole or in part hereunder or under the First
Mortgage of the withdrawal of cash or the issuance of bonds or
acquired with proceeds of insurance on property subject to the
lien hereof; (2) all betterments, extensions, improvements and ad-
ditions of, to, upon and for the property, rights and franchises
subject to the lien hereof; (3) all repairs, renewals, replacements,
substitutions and alterations of, to, upon and for such property,
rights and franchises; (4) all property, rights and franchises ac-
quired pursuant to any covenant herein contained which may be
purchased, constructed,: or. otherwise acquired by such successor
corporation from and after the date of such consolidation, merger
or conveyanece as the case may be; and (5) all other property of
every kind and description, real, personal or mixed, thereafter
purchased, congtructed or otherwise acquired by such successor
corporation which shall be in any way appurtenant or incident to
properties subject to the lien of this Indenture;

(b) A covenant on the part of such successor corporation
that all property, rights and franchises thereafter acquired by it
and necessary to the full and complete performance of any covenant
of the Company herein contained relating to the mainienance and
upkeep of the trust estate, to the making of all needful and proper
repairs; renewals, replacements, additions, betterments, improve-
ments, substitutions and alterations and to the preservation and
keeping in full offect of all rights, franchises and privileges subject
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to the lien hereof, or of any other covenant herein, shall be con-
clusively deemed and taken to be acquired by it in performance of
such covenant and to have become subject to the lien hereof;

(¢) A covenant by such successor corporation to keep the
trust estate, so far as practicable, readily identifiable; and

(d) A stipulation that the Trustee shall not be taken im-
pliedly to waive, by accepting or joining in such supplemental
indenture, any rights it would otherwise have.

Secrion 14.03. In case the Company shall be consolidated with or
merged into or shall make a conveyance to any other corporation as
permitted and upon the terms provided in Section 14.01 hereof, the
successor corporation formed by or resulting from such consolidation
or merger or to which such conveyance shall have been made as afore-
said—upon executing and delivering to the Trustee, and causing to be
recorded, the supplemental indenture provided for in Seetion 14.01
hereof—shall succeed to and be substituted for the Company with the
same force and effect as if it had been named in and had executed
this Indenture as the party of the first part hereto, and shall have
and may exercise, subject to the terms and conditions of this Inden-
ture and of any indenture supplemental hereto, each and every power,
authority and right herein reserved to or conferred upon the Com-
pany ; and such successor corporation may cause to be signed and may
issue, either in its own name or-in the name of the party of the first
part hereto, and under its corporate seal or that of said party of the
first part, any and all Bonds which shall not theretofore have been
signed by the party of the first part hereto and delivered to the
Trustee; and the Trustee, npon the request of such successor corpora-
tion, and subject to all the terms, conditions and limitations prescribed
in this Indentnre and in any and all indentures supplemental hereto,
shall authenticate any and all Bonds which previously shall have been
signed by the party of the first part hereto and delivered to the Trustee
for authentication, and any Bonds which such successor corporation
shall thereafter cause to be signed and delivered to the Trustee for
such purpose, and deliver the same to such successor corporation or
upon its order. o

Seorron 14.04. All Bonds issued by any successor corporation
shall in all respects have the same legal rank and security as the Bonds
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theretofore issued in accordance with the terms hereof by the Com-
pany. In case of any such consolidation, merger or conveyance such
changes in phraseology and form (but not in substance) may be made
in the Bonds and coupons thereafter issued as may be appropriate to
reflect any such consolidation, merger or conveyance.

Srorion 14.05. For every purpose of this Indenture, including the
execution, issue and use of any and all Bonds issued or issuable here-
under, the term ¢‘Company’’ includes and means not only the party of
the first part hereto, but also any successor corporation upon com-
pliance with the provisions of this Article Fourteen. Any act or pro-
ceeding by any provision hereof authorized, required or permitted to
be done or performed by any board or officer of the Company, shall and
may be done and performed, and with like force and effect, by the like
board or officer of any successor corporation, subject, however, to the
provisions of Section 14.03 hereof.

Sgorion 14.06. Hvery supplemental indenture provided for in this
Article Fourteen and every other instrument provided for in paragraph
(2) of Section 14.01 hereof shall be recorded as provided in Section 6.11
hereof and shall be in form approved in and by an opinion of Counsel;
and the Trustee may accept the opinion of such Counsel that the provi-
sions and conditions of this Article Fourteen have been complied with
as conclusive evidence of such compliance.

SgortoN 14.07. The Company covenants and agrees that no con-
solidation or merger and no conveyance or lease of the trust estate
as a whole or substantially as a whole, to which the Company or any
suceessor corporation shall be a party, shall be made or effected unless
the terms, covenants and conditions contained in this Article Fourteen
shall have been complied with and observed.

Sporion 14.08. Tn case of the eonsolidation of the Company with or
the merger into it of, or the conveyance to it of all of the property of,
a eorporation a majority of the capital stock of which shall be subject
to the lien hereof, the lien of this Indenture upon such capital stock
chall terminate upon such consolidation, merger or conveyance becom-
ing effective, and such capital stock, if then in the possession of the
Trustee, shall be surrendered to the successor corporation or to the
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Company, as the case may be, if the railroads and other property there-
tofore owned by the corporation whose capital stock was so subject shall
have been subjected to the lien of this Indenture by a supplemental
indenture executed as provided in Article Fifteen hereof, but such
supplemental indenture may provide that the lien of this Indenture on
such railroads and other property shall be subordinate to any existing
prior liens thereon and to the lien of the First Mortgage.

Upon the consolidation of the Company with, or the merger into it
of, or the conveyance to it of all of the property of, a corporation any
of the bonds or other obligations of which shall be subject to the lien
hereof, the lien of this Indenture upon such bonds or other obligations
shall terminate, and such bonds or other obligations, if then in the
possession of the Trustee, shall be surrendered to the successor cor-
poration or to the Company, as the case may be, if the railroads and
other property theretofore owned by the’ corporation whose bonds or
other obligations were so subject shall, by a supplemental indenture
executed as provided in Article Fifteen hereof, have been subjected to
the lien of this Indenture, subject only to Permitted ¥ncumbrances and
to liens which immediately before such consolidation, merger or con-
veyance were prior to the lien of such bonds or other obligations.

Szcrion 14.09. In case the Company shall at any time acquire
all, or substantially all, of the properties of any corporation (other than
Sacramento Northern Railway and Tidewater Southern Railway Com-
pany or any successor of either of them) constituting a Class I carrier
as defined by the rules of the Commission at the time in force, the
properties so acquired shall not become subject to the lien hereof by
reason of such acquisition unless such properties, or the securities of
such corporation, shall have been made the basis in whole or in part
for the authentication and delivery of Bonds hereunder or the authen-
tication and ‘delivery of bonds under the First Mortgage, or the pay-
ment of eash or the release of property hereunder or under the First
Mortgage, or the cost thereof shall have been charged in whole or in
part to the Capital Fund account provided for in Article Five hereof.
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ARTICLE FIFTEEN.
S'UPPLEMEN*T"AL INDENTURES.

Sroron 15.01. The Company, when such action is anthorized by
Certified Resolutions delivered to the Trustee, and the Trustee, from
time to time and at any time, may enter into an indenture or indentures,
supplemental hereto and which thereafter shall form a part hereof,
for any one or more of the following purposes: N

(a) To correct the description of any property hereby con-
veyed, transferred and assigned, or intended so to be, or to convey,
transfer and assign to the Trustee and to subject to the lien here-
of, additional property, with the same force and effect as though
included in the Granting Clauses hereof;

(b) To pledge with or assign to the Trustee and to subject
to the lien hereof shares of stock, bonds, indebtedness and other
obligations of other corporations;

(¢) To evidence the succession of another cor oration to the
\
Company, or successive suceessions, and the assumption by a sue-
b b
cessor corporation of the covenants and obligations of the Com-
pany hereunder;

(d) To add to the covenants of the Company such further
covenants as the Board of Directors and the Trustee shall consider
to be for the protection of the trust estate and of the holders of
Bonds issued or issuable hereunder, and to make the occurrence
and continuance, for the period therein specified, of a defanlt
under any of such-additional covenants an event of defaunlt per-
mitting the enforcement of all or any of the several remedies pro-
vided herein;

(e) To establish the terms, provisions and conditions of a
particular series of Bonds then ahout to be issued, and to pre-
seribe the form of such Bonds and the coupons appertaining
thereto, all in accordance with Article One hereof;

(f) To limit the amount of Bonds which may be issued here-
under;

(g)~ To make any modifications herein or in the form of any
Bonds or their interest coupons which may be expedient to facil-




130

itate the listing of such Bonds on the New York Stock Exchange
or any other securities exchange; provided, that in the judgment
of the Trustee any such meodification will not be prejudicial to
the interests of the holders of the Bonds;

(h) To make any modifications herein or in the form of any
Bonds or their interest coupons which may be required by law;

(1) To provide additional or other restrictions and limita-
tions upon the issue of Bonds, or additional covenants and under-
takings of the Company with respect thereto;

(j) Tor any other purpose not inconsistent with the terms
hereof, or for the purpose of curing any ambiguity or of curing,
correcting or supplementing any defective or incomsistent provi-
sion contained herein or in any indenture supplemental hereto.

Srorton 15.02. The Trustee is authorized to join with the Com-
pany in the execution of any such supplemental indenture, to make
any further agreements and stipulations which may be therein con-
tained, not inconsistent with the provisions of this Indenture, and to
aceept the conveyance, transfer and assignment of any property there-
under.

Secrion 15.03. The Company agrees to furnish to the Trustee
upon the execution and delivery of each supplemental indenture,
whether pursuant to the provisions of this Article Fifteen or any
other provision hereof, an opinion of Counsel that the execution of any
such supplemental indenture is anthorized by, and is.in compliance with,
the provisions hereof,

ARTICLE SIXTEEN.
Boxpmorpers’ MEETINGS.

Seorion 16.01. The Trustee may at any time call a meeting of
the holders of the Bonds and shall from time to time call such a meeting
on the written request of the Company, made pursuant to Certified
Resoluntions or on a written request signed by the holders of at least 10%
of the aggregate principal amount of the’Bonds then outstanding, pro-
vided that the Trustee shall be furnished at the time of any such re-
quest with an amount sufficient to defray the cost of publishing and
mailing notice of such meeting in accordance with the provisions of




131

Section 16.02 hereof. Hvery such written request shall set forth the
purposes of such meeting in reasonable detail. Every such meeting
of holders of Bonds shall be held in the Borough of Manhattan, City
and State of New York, or in the City and County of San Francisco,
California.

Sporion 16.02. Notice of every such meeting, setting forth in
reasonable detail the purposes thereof, shall be given by publishing
the same once in each week for four consecutive calendar weeks in one
daily newspaper printed in the Hnglish language and published and of
general circulation in the Borough of Manhattan, City and State of
New York, and in one daily newspaper similarly printed, and published
and of general circulation in the City and County of San Franeisco,
California, the first publication to be not less than thirty nor more than
sixty days prior to the date fixed for the meeting. A copy of suck notice
shall also be sent by mail, not less than thirty days prior to the date
so fixed, to the holders of registered Bonds without coupons and to
the holders of coupon Bonds registered as to principal, at their last
addresses appearing upon the Bond register, but failure to mail such
notice or any defect therein or in the mailing thereof shall not affect the
validity of any such weeting. The place, date and hour of holding each
such meeting and the dates of publishing such notice shall be determined
by the Trustee in its diseretion.

Sporion 16.03. The Trustee, or npon its refusal so to do, the
Company, may (for the purpese of enabling the holders of Bonds
to be present and vote at any meeting without producing their
Bonds and of enabling them to be present and vote at any such meet-
ing by proxy) make, and may from time to time vary, such regulations
as it shall think fit for the deposit of unregistered Bonds with or the
exhibition thercof to any bank, banker or trust company or corpora-
tion, firm or person approved by the Trustee and for the issue to the
persons so depositing or exhibiting the same, of certificates by such
bank, banker, trust company or corporation, firm or person, entitling
the persons depositing or exhibiting such Bonds to be present and
vote or to appoint proxies to represent them and vote for them at any
such meeting and at any adjournment thereof, in the same way as if
the person so present and voting, either personally or by proxy, ex-
hibited sueh Bonds at said meeting, notwithstanding any transfer of
such Bonds subsequent-to the issuance of such certificates. Any reg-
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ulations so made shall be binding and effective, and the votes given
in accordance therewith shall be valid and shall be counted. HEach
such certificate shall state the date on which the Bond or Bonds in re-
spect of which such certificate shall have been issued were deposited
with or exhibited to such person or institution, and the series and serial
numbers and the principal amounts of such Bonds. In the event that
two or more such certificates shall be issued in respect of the same Bond
or Bonds, the certificate bearing the latest date shall be recognized
and be deemed to supersede all certificates previously issued with
respect to such Bond or Bonds. Neither the person named in any
such certificate nor his proxy shall be entitled to vote at any such
meeting if (1) another certificate bearing a later date issued in respect
of the same Bond shall be produced, (2) the Bond specified in such
certificate shall itself be produced at the meeting (or in ease such
Bond shall have been surrendered in exchange for another coupon
Bond pursuant to this Indenture or any supplemental indenture, such
other Bond shall be produced) or (3) the Bond specified in such cer-
tificate shall then be registered as to principal or shall have been
exchanged for a registered Bond without coupons pursuant to this
Indenture or any supplemental indenture.

Holders of registered Bonds without coupons and coupon Bonds
registered as to principal may, by proxy duly executed in writing,
appoint any person to represent them and vote for them at any such
meeting or any adjournment thereof. Iach such writing shall state the
aggregate principal amount of Bonds in respect of which the person
authorized thereby is entitled to vote.

Secriow 16.04. To be entitled to vote at any such meeting a per-
son shall be (a) the holder of a coupon Bond transferable by delivery,
(b) the registered holder of a coupon Bond registered as to principal
or of a registered Bond without coupons, or a proxy for such registered
holder, or (c) subject to clauses (1), (2) and (3) of Section 16.03 hereof,
the person named in a certificate issued pursuant to Section 16.03 hereof
or his proxy.. The only persons who shall be entitled to be present or to
speak at any such meeting shall be the persons entitled fo vote thereat
and the counsel of any such person and any representatives of the Trus-
tee and its counsel and any representatives of the Company and its
counsel.

Bonds known by the Trustee to be owned or held by or for the
account of the Company or any subsidiary company, or any corpora-
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tion or corporations or person owning, directly or indirectly, a major-
ity of the voting stock of the Company, shall not be deemed to be
outstanding for any purpose of this Article Sixteen, except that any
Bond pledged by the Company, or by any subsidiary company, or by
any such corporation or person, as security for loans or other obliga-
tions, otherwise than to another subsidiary company or to another
such corporation or person, shall be deemed to be outstanding for all
purposes of this Article Sixteen, if the pledgee is entitled pursuant
to the terms of the pledge agreement to vote such Bonds and is free
to exercise such right in its or his discretion, uncontrolled by the Com-
pany, any subsidiary, or any such corporation or person.

Srorron 16.05. The representation of a majority in aggregate
principal amount of the Bonds, or such larger percentage as shall be
necessary to take any particular action proposed, by the persons hold-
ing such Bonds or, subject to clauses (1), (2) and (3) of Section 16.03
hereof, by the persons named in certificates issued pursuant to Section
16.03 hereof or by proxy, shall be necessary to constitute a quorum at
any such meeting, but less than a quorum may adjourn the meeting from
time to time and from place to place and the meeting may be held as
adjourned without further notice, whether such adjournment shall have
been had by a quorum or by the less than a quorum. The Trustee shall
by an instrument in writing appoint a temporary chairman of the
meeting and the meeting shall be organized by the election of a per-
manent chajirman and a secretary. At any meeting the votes of the
persons entitled to vote at such meeting on any election, motion, resolu-
tion, or other action shall be counted on the basis of the prineipal
amount of the Bonds represented by such persons.

SgorroN 16.06. At any such meeting at. which there shall be a
quorum the persons entitled to vote at such meeting shall have the
power by resolution adopted as hereinafter provided

(a) to authorize the Trustee to join with the Company in
making any amendment or repeal of or addition to any provision
hereof or of any indenture supplemental hereto, and any modi-
foation of or addition to the rights and obligations of the Com-
pany or the rights of the holders of the Bonds of all or any series,
and appurtenant coupons, hereunder or under any indenture sup-
plemental hereto, provided, however, that no such amendment,
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modification, repeal or addition shall be effective until approved
by Certified Resolutions filed with the Trustee;

(b) to sanction any compromise of the rights of the holders
of the Bonds against the Company or against its property, whether
such rights shall arise under the provisions of this Indenture or
otherwise;

(e¢) to require the Trustee on having entered into or taken
possession of the trust estate, or any part thereof, to restore the
same to the Company upon such conditions as may be approved
at said meeting;

(d) to terminate, notwithstanding the provisions of Article
Eleven hereof, either before or after an event of default, the lien
hereof or of any indenture supplemental hereto as to any part of
the property at any time subject to the lien hereof, and cause the
same to revert to the Company free and clear of the lien hereof
upon such conditions as may be approved at said meeting;

(e) to sanction any plan for the reorganization, readjust-
ment or liquidation of the Company, or to designate a reorganiza-
tion manager or managers;

(f) to authorize the Trustee to accept in satisfaction or part
satisfaction for the sale or transfer of all or any part of the trust
estate any securities of any corporation formed or to be formed;

(g) to waive any default on the part of the Company, other
than the non-payment of the principal of any Bonds at maturity
or any interest thereon when due, upon such terms as may be
approved at such meeting; and

(h) to exercise any and every power given the holders of
Bonds, ¢r any specified percentage thereof, under any provision
hereof;

provided, however, that, except with the consent of the holder of each
Bond which would be affected thereby, to be evidenced by an appro-
priate legend stamped thereon, no action taken at any such meeting
may change the maturity er the principal amount of any Bond or
the redemption price theveof, or otherwise modify the terms of pay-
ment of the principal of or accumulated unpaid interest on any Bond
or effect a reduction of the percentage required for any action author-
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ized to be taken by the holders of Bonds; and provided, further that,
notwithstanding any other provision of this Article Sixteen, no amend-
ment, modification or repeal ‘of or addition to the provisions of this
Indenture or any indenture supplemental hereto, or other action here-
inabove provided for, which, in the opinion of the Trustee, shall affect
its rights, duties or immunities under this Indenture or any indenture
supplemental hereto may be offected without the written consent of the
Trustee. '

The afirmative vote of 6625% in principal amount of the Bonds
at the time outstanding shall be necessary to the adoption of any
resolution under paragraphs (a), (b), (¢), (d), (e) or (f) of this
Section 16.06. The affirmative vote of a majority in principal amount
of the Bonds at the time outstanding shall be necessary for the adoption
of any resolution under paragraph (g) of this Section 16.06. If the
adoption of any such resolution would affect the rights of the holders
of the Bonds of any series not in common with the rights of the holders
of the Bonds of all other series, the affirmative vote of 6624% in prin-
cipal amount of the Bonds of such series then outstanding shall also be
necessary for the adoption of such resolution. In the case of any reso-
lution adopted pursuant to paragraph (h) of this Section 16.06, such
resolution may be adopted by the afirmative vote of such percentage of
the outstanding Bonds, or of the Bonds of auy particular series, as is
olsewhere in this Indenture specified as to the action set forth in such
resolution.

The Trustee shall be entitled to rely upon an opinion of Counsel
with respect to the extent, if any, to which any action taken at such
meeting affects the rights of the holders of Bonds of one or more, but
less than all, of the series of Bonds outstanding.

SQeorion 16.07. The votes upon any resolution shall be by ballot,
and the chairman of the meeting shall appoint two inspectors of votes
who shall count all votes cast at the meeting for or against any resolu-
tion and who shall make and file with the secretary of the meeting their
verified written reports in duplicate of all votes cast at the meeting. A
record in duplicate of the proceedings of every such meeting shall be
prepared by the secretary of the meeting, and there shall be attached to
said record the original reports of the inspectors of votes on any vote
by ballot taken thereat, and afidavits of one or more persons having
knowledge of the facts seiting forth a copy of the notice of the meet-
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ing and showing that said notice was published as provided in Section
16.02 hereof. The record shall be signed and verified by the affidavits
of the permanent chairman and secretary of the meeting, and one of
the duplicates shall be delivered to the Company and the other to the
Trustee. Any record so signed and verified shall be conclusive evidence
that such meeting was duly convened and held, and any resolution or
proceeding stated in such record to have been adopted or taken shall
be deemed conclusively to have been duly adopted or taken at the
meeting.

Seorron 16.08. Any such resolution so adopted in accordance with
the provisions of Section 16.06 hereof at a meeting duly convened and
held shall be binding upon all holders of Bonds, whether or not present
or voting, in person or by proxy, at such meeting, and all Bonds are to
be owned and held on the condition, as part of the consideration for the
issuance thereof, that any resolution so' adopted shall be final and
conclusive upon all holders of Bonds and upon their successors and
assigns. The Trustee shall be bound to give effect to any such resolu-
tion.

Secrion 16.09. Bonds authenticated and delivered after the date
of any such meeting, or after the delivery to the Trustee of any instru-
ment pursuant to Section 16.10 hereof, may bear a notation in form
approved by the Trustee as to any action taken or power exercised
at any such meeting theretofore held or by any such instrument, and
upon the demand of the holder of any Bond outstanding at the date
of any such meeting or of the delivery of any such instrument and
presentation of his Bond for that purpose, the Company ‘shall cause
suitable notation to be made on the Bond, by endorsement or otherwise,
as to any action so taken or power so exercised. If the Company or
the Trustee shall so determine new Bonds, so modified as to eonform, in
the opinion of the Trustee and the Board of Directors, to any resolu-
tion adopted as provided in this Article Sixteen, or any instrument
delivered pursuant to Section 16.10 hereof, shall be prepared by the
Company, authenticated by the Trustee and deliyered, without cost, to
the holders of Bonds of the same series then outstanding hereunder
upon surrender of such Bonds with all unmatured coupons and all
matured coupons not fully paid, in equal aggregate principal amounts.
The Company or the Trustee may require the Bonds outstanding to
be presented for notation or exchange as aforesaid, if either of them
shall see fit to do so.
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Indentures supplemental hereto, embodying any modification or
repeal of or addition to the provisions hereof, and any amendment or
modification of or addition to the rights and obligations of the Company
or the rights of the holders of the Bonds and coupons made as provided
in this Article Sixteen, may be executed by the Trustee and the Com-
pany, and, upon demand of the Trustee, or if so specified in any resolu-
tion adopted at any meeting provided for in this Article Sixteen, shall
be so executed.

Qecrion 16.10.  Any action which may be taken or any power which
may be exercised at a meeting convened pursuant to this Article Sixteen
may also be taken or exercised by an instrument or instruments signed
by the holders of such proportion of the principal amount of outstand-
ing Bonds as would be authorized to exercise such power at any such
meeting, and delivered to the Trustee together with proof satisfactory
to the Trustee of the fact and date of the execution thereof, and the
authority of the signers thereof to execute such power.

ARTICLE SEVENTEEN.
MISCELLANEOUS PROVISIONS.

Seerion 17.01. Upon the request of the Company, any moneys held
by any paying agent or by the Trustee which shall have been deposited
for the payment of the principal of, premium, if any, or the interest on
the Bonds and which shall remain unclaimed by the holders of the
Bonds or coupons respectively entitled thereto for six years after the
date when such moneys were payable shall be repaid by such paying
agent or the Trustee, as the case may be, to the Company and any
liability of such paying agent or the Trustee with respect to such
moneys shall cease upon sueh repayment and the holders of said Bonds
and coupons shall thereafter be entitled to look only to the Company
as the holders of general claims for the payment thereof, subject to
any applicable statute of limitations; provided, however, that any such
paying agent or the Trustee, before being required to make any such
repayment, may, at the expense of the Company, cause notice that such
moneys have not been claimed and that after a date specified therein
any unclaimed balance of such moneys then remaining will be repaid
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to the Company, to be published once in each week for two successive
calendar weeks in one daily newspaper printed in the English language
and published and of general circulation in the Borough of Manhattan,
City and State of New York and in one daily newspaper similarly
printed, published and of general circulation in the City and County
of San Francisco, California.

In no event shall the holders of any such Bonds or coupons be
entitled to interest upon moneys so deposited, whether remaining with
a paying agent or the Trustee or so repaid to the Company.

Secriow 17.02. For the purpose of any action to be taken by bond-
holders hereunder, whether at a meeting or otherwise, in determining
the principal amount of Bonds outstanding and in determining whether
the holders of the required percentage of the principal amount of out-
standing Bonds, or of any series thereof,-have concurred in any action,
Bonds, which, by reason of the provisions of Section 16.04 hereof, would
not be entitled to vote at a meeting of bondholders convened pursuant
to Article Sixteen hereof at the time of such determination, shall be
disregarded.

Smorion 17.03. As used in this Indenture, except where the con-
text otherwise requires:

The term ‘““Board of Directors’’ shall mean the board of
directors of the Company;

The words ‘“Bonds’’, ‘‘coupons’’, ‘‘bondholders’’ and ‘‘hold-
ers’’ of Bonds and coupons shall include both the singular and the
plural number;

The terms ‘“Bonds outstanding’’, ‘‘outstanding Bonds’’, or
any variation thereof as used herein with respect to Bonds of
any one or more series, shall mean all Bonds of such series there-
tofore authenticated and delivered hereunder, except (a) Bonds
held in the treasury of the Company which for any reason have
never been sold, pledged or otherwise disposed of, (b) Bonds
which have been re-acquired by the Company and are held in ifs
treasury, (¢) Bonds which have been redeemed or purchased and
cancelled under any provigion he{’eof, (d) Bonds called for re-
demption and in-respect of the redemption of which the Company
shall have complied with the provisions of Section 4.02 hereof,
and (e) Bonds authenticated and delivered hereunder upon a
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transfer of which, or upon the surrender of which, other Bonds
have been authenticated and delivered hereunder.

The term ‘‘Bond fegistrar’ or other equivalent term shall
mean any corporation or other person maintaining an office or
agency designated by the Company as provided in Section 6.01
hereof at which Bonds may be registered;

The term ‘“Bond registry books’ or other equivalent term
shall mean the books for the registration and trapsfer: of Bonds
kept by a Bond registrar;

The term ¢‘Certified Resolutions’’ shall mean a copy of reso-
Intions adopted by the Board of Directors, having appended
thereto a certificate signed by the Secretary or an Asgsistant
Secretary of the Company under its corporate seal setting forth
that such resolutions were duly adopted on a specified date and
remain in full force and effect;

The term ¢ Commission’’ shall mean the Interstate Commerce
Commission and any successor or substitute administrative body
created under the laws of the United States and exercising similar
jurisdiction over interstate carriers by rail;

The term ¢ Counsel’’ shall mean legal counsel satisfactory to
the Trustee, who may be counsel for the Company;

The term ‘‘daily newspaper’’ shall mean a newspaper custo-
marily published at least on each business day other than holidays;

The term ‘‘Indenture’’ or ‘‘this Indenture’’ shall mean this
Indenture either as-originally executed or as the same may from
time to time be supplemented, modified or-amended by any supple-
mental indenture entered into pursuant to any of the provisions
hereof;

The term ‘‘independent engineer’’, ‘‘independent appraiser’’,
or ‘‘independent person’’ shall mean an engineer, appraiser or
person, as the case may be, who is not in the regular employ of
the Company or of any railroad company affiliated with it; he may,
however, be an engineer, appraiser or person regularly employed
by other railroad companies not affiliated with the Company;

The term ¢ Officers’ Certificate’’ shall mean a certificate signed
by the President or a Vice President, and by the Treasurer, As-
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sistant Treasurer, General Auditor, Assistant General Auditor or
other chief accounting officer of the Company;

The term ‘‘paying agent’’ shall mean any corporation or
other person appointed by the Company to act as its agent in
the payment of the principal of, premium, if any, or interest on any
Bonds or coupons;

The term ‘‘Permitted Encumbrances’ shall, as of any par-
ticular time, mean (a) liens for taxes and assessments not then
delinquent; (b) undetermined liens or encumbrances incidental to
construction during the preceding six months (but only to the
extent that they are entitled to priority by operation of law), pro-
vided that, in the opinion of Counsel, such items do not constitute,
and are not capable of ripening into, liens prior to the lien of this
Indenture sufficiently substantial in the aggregate to impair the
security under this Indenture; (c) easements, rights of way, res-
ervations, restrictions, covenants of record (other than for the
payment of money), party wall agreements, and liens or encum-
brances subject to which such easements or rights of way may be
possessed, provided, that none of such items materially impairs,
in the opinion of Counsel, the use of the affected property by the
Company; (d) any lien for the payment or other discharge of
which provision satisfactory to the Trustee has been made, pro-
vided that if such provision shall have been made by the authentica-
tion and delivery of Bonds or of bonds issued under the First
Mortgage or the withdrawal of cash or the release of property
hereunder or under the First Mortgage such prior lien shall not be
deemed a Permitted Encumbrance under paragraph (4) of Section
2.03 hereof or under subparagraph (v) of said Section 2.03; and
(e) the lien of the First Mortgage;

The tetm ‘‘purchase money mortgage’’ shall include any mort-
gage, deed of trust or other instrument, however designated, given
to secure the payment of all or a part of the purchase price of
property;

The term ‘‘Reorganization Trustees’’ shall mean the trus-
tees of the property of the Company appointed and acting as
such in the reorganization proceedings hereinbefore referred to;

The term ‘‘Standard Accounting Rules’’ shall mean the rules
and regulations of the Commission for a uniform system of aec-
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counts for steam railroads, and all applicable special or general
rules, regulations and orders of the Commission relating to account-
ing, from time to time in.force; and whenever no such rule, regula-
tion or order shall be applicable, the rules applied in sound account-
ing practice;

The term *‘subsidiary’’, ¢‘subsidiary company’’ or other
equivalent term shall mean a corporation a majority of whosestock,
ordinarily entitled to vote for the election of directors, is owned by
the Company and subject to the lien hereof; N

The term *‘Trustee’’ shall mean the Trustee for the time being
under this Indenture, whether original or successor;

The term ‘‘wholly owned subsidiary’’ shall mean any corpo-
ration, not less than 95% of whose stock of each class, except
directors’ qualifying shares, is owned by the Company and subject
to the lien hereof.

Srorron 17.04. Nothing in this Indenture expressed or implied is
intended or shall be construed to give any person, firm or corporation
other than the parties hereto and the holders of the Bonds and coupons,
any legal or equitable right, remedy or claim under or in respect of
this Indenture, or any covenant, condition or provision herein con-
tained. All the covenants, conditions and provisions hereof are and are
intended to be for the sole and exclusive benefit of the parties hereto,
their successors and assigns, and of the holders of the Bonds and
coupons.

SpotroN 17.05. This Indenture is dated, for convenience, as of
January 1, 1939, although actually executed and delivered on the date of
the acknowledgment hereof by the Trustee.

SQrorion 17.06. This Indenture may be simultaneously executed in
any number of counterparts, each of ‘which shall be deemed to be an
original and ail of which together shall constitute one and the same
instrument, which shall for all purposes be sufficiently proved by any
such counterpart.

Ix Wrexess Waereor, The Western Pacific Railroad Company, the
party hereto of the first part, has caused this Indenture to be signed
and acknowledged by its President or one of its Vice Presidents, and
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its corporate seal to be hereunto affixed and the same to be attested by
its Secretary or one of its Assistant Secretaries, and The Chase
National Bank of the City of New York, the party hereto of the second
part, has caused this Indenture to be signed and acknowledged by one
of its Vice Presidents and its corporate seal to be hereunto affixed and
the same to be attested by one of its Assistant Cashiers, all as of the
day and year first above written.

Taer WESTERN PACIFIC R?A‘LLBOAD CoMPANY

i

A V §\¥; 7
By, An . L. O

SN 4oy Pfesuient

) 1 jﬁ / ¢ §
L
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e ":’;jff'; ’

E / . .\)\r’. L L SR
Sderetary

~TFhe Wesﬁﬁm Pacific Railroad
\7 Comp\any in. the presen\e of

L
Vi

Signed, sealed and delivered as to}

A S e

Tae CHase Na O%ANK or tHE CiTY OF

NEw/Yorx

------------------------------

Vice President

R ) N o

.............................

Assistant Cashier

Signed, sealed and delivered as to
The Chase National Bank of the -
City of New York in the pres-
ence of:
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STATE oF CALIFORNIA, l o
Crry anp County oF Sax Franosco. § R

On this / 7 A day of December, 1944, before me

MARY N, WICKERSHAM ,a Notary Publicin and for the City and
County of San Francisco, State of California, residing therein, duly
commissioned and sworn, personally appeared Cmaries Brsey, known
to me to be the President of THE WESTERN Paciric Rarnroap COMPANY,
one of the corporations that executed the foregoing imstrument, and
known to me to be the person who executed the foregoing instrument
on behalf of said corporation, and he acknowledged to me that such
corporation executed the same; and being by me duly sworn, he did
say: thathe is the officer of said corporation as above designated; that
said instrument was signed on behalf of said corporation by resolution
of its Board of Directors; that he is acquainted with the seal of said
corporation and that the seal affixed to said instrument is the corporate
seal of said corporation; that the signatures to said instrument on
behalf of said corporation were made by officers of said corporation
as indicated after said signatures; and that the said corporation exe-
cuted the said instrument freely and voluntarily and for the uses and
purposes therein mentioned. '

Ty Wrrness WrEREoF, I have hereunto set my hand and affired my
official seal, the day and year in this certificate first above written.
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State or NEw YORK,
s
County oF NEw YORK.

On this Fike day of December, 1944, before me
é M , & Notary Public in and for the County of New

York, State of New York, residing therem duly commissioned and
sworn, personally appeared G, FL BT ,
known to me to be a Vice President of THE CHASE NaTrowan BANk oF
tHE Crry or New Yorx, one of the corporations that executed the
foregoing instrument and known to me to be the person who executed
the foregoing instrument on behalf of said eorporation, and he acknowl-
edged to me that such corporation executed the same; and being by
me duly sworn he did say: that he is the officer of said corporation
as above designated; that said instrument was signed in behalf of said
corporation by resolution of its Board of -Directors; that he is ac-
quainted with the seal of said corporation and that the seal affixed
to said instrument is the corporate seal of said corporation; that the
signatures to said instrument on behalf of said corporation were made
by officers of said corporation as indicated after said signatures; and
that the said corporation executed the said instrument freely and volun-
tarily and for the uses and purposes therein mentioned.

Ixn Wirness WEEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate first above written.




145

STATE oF CALIFORNIA, l
S8
O1ry Axp CounTy oF SAN FrANCIsco. §

Cmaries Hisey, being first duly sworn, deposes and says:

That he is the President of TaE WesTERN PaciFic RAILROAD Com-
paxy, the mortgagor in the foregoing mortgage and deed of trust; that
the foregoing mortgage is made in good faith to secure the payment of
the sums now actually owing and hereafter to become, due from the
mortgagor thereunder, to wit: the principal of, premium, if any, and
interest on the General Mortgage Income Bonds of said The Western
Pacific Railroad Company now or hereafter to be issued; that said mort-
gage is made without any design by the mortgagor to hinder or delay
creditors of the mortgagor or any creditors whatsoever; and that this
afidavit is made in behalf of said The Western Pacific Railroad Com-

pany.

Subscribed and sworn to before me,]
this /4 «A day of December, 1944.§
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State or New Yorkx,
S
County oF NEw YORK.

%, wiGa =, being first duly sworn, deposes
and says:

That he is a Vice-President of Tur Crase NaTionsr, BANK OF THE
Crry or NEw Yomrx, the mortgagee in the foregoing mortgage and deed
of trust; that the foregoing mortgage is made in good faith to secure
the payment of the sums now actually owing and hereafter to become due
from the mortgagor thereunder, to wit: the principal of, premium, if
any, and interest on the General Mortgage Income Bonds of said The
Western Pacific Railroad Company now or hereafter to be issued ; that
said mortgage is made without any design by the mortgagee to hinder
or delay the creditors of the mortgagor or any creditors whatsoever;
and that this affidavit is made in behalf of 'said The Chase National
Bank of the City of New York.

Subscribed and sworn to before me,
this ' day of December, 1944.§




