1948 HB&T OPERATING AGREEMENT. |

gg‘t’tfzmmt, Made as of November 15, 1948, between
HOTUSTON BELT & TERMINAIL RAILWAY COM-
PANY (Belt), CHICAGO, ROCK ISLAND AND PA.
CIFIC RAILROAD COMPANY (Rock Island), FORT
WORTH AND DENVER CITY RAILWAY COM.
PANY (Denver), GULF, COLORADO AND SANTA

" FE RAILWAY COMPANY (Santa Fe), BURLING.
TON-ROCE ISLAND RAILROAD COMPANY (BRI)
-and GUY A. THEOMPSON, as Trustee of the proper-
ties of (1) TEE BEAUMONT, SOUR LAKE & WEST-
ERN RATLWAY COMPANY (Beaumont or Beanmont
Trustee), (2) TEE ST. LOUIS, BROWNSVILLE AND
MEXICO RAILWAY COMPANY (Brownsville or
Brownsville Trustee), (3) INTERNATIONAL-GREAT

NORTHERN RAILROAD COMPANY (I-GN or I.GN™

Trustee), and (4) SUGAR LAND RAILWAY COINM-
PANY (Sugar Land or Sugar Land Trustee), the above
named Railroads being hereinafter sometimes referred
to by the terms in parentheses x.mmedmtely follomnv
their respective names: :

Rscrra.r..s .

(1) Orgamzahon of Belt; ‘‘Proprietary Lines’’
Defined. Beaumont, Brownsville, Santa Fe, and Trinity
and Brazos Valley Railway Company [whose name was
subsequently changed to Burlington-Rock Island Railroad
Company (BRI), and whose stock is owmed in equal
shares by Rock Island and Denver], hereinafter collee-
tively called Proprictary Linecs, caused the Belt to be or-
ganized on August 31, 1905; aud each of the Proprietary
Lines acquired in its own name 60% of the 230 shares of
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$100 par value stock issued by the Belt and also acquired
two shares in the respective names of the two Directors
which, under cumulative voting, they respectively had the
right to nominate and elect

. (2) Sania Fe Lease. TUnder date of July 1, 1907, Belt
leased from Santa Fe certain property and railroad facil-
jties in and adjacent to the City of Houston, Texas, for a
term of ninety-nine (99) years beginning January 1, 1908
~ by an instrument, hereinafier called Santa Fe Lease, and
concurrently and subsequently acquired other property.

(3) Original and 1937 Belt Morigages and Bonds. As of
July 1, 1907, the Belt executed a first mortgage covering its
properties then owned or to be thereafter acquired, in-
cluding its interest in the Santa Fe Lease, securing an issue
of $5,000,000 principal amount of thirty (30) year 5% bonds
with a $50,000 annual sinking fund. The original bonds
were paid off at and before maturity, June 30, 1937, in
part with funds provided by sale at par of £3,600,000 out
of an authorized issue of $5,000,000 principal amount of .
thirty (30) year 3}% bonds, dated July 1, 1937, issued
under a mortgage providing for a fived annual sinking
fund of $50,000 payable to the Trustee under the mortzage
on June 1, 1933, and 6n June 1 of each subsequent year
to and including June 1, 1967. :

The issuance of the new bonds was approved by the Inter-
state Commerce Commission (221 L C. C. 481) and the
bonds were sold at par to Metropolitan Life Insurance Com-
pany, which still holds them. These bonds are callable
at 105 and accrued interest on any interest day (January
1 and July 1) upon not less than 60 days’ notice. The
mortgage trustee is required to apply the sinking fund in-
stallments to acquisition of bonds, cither by purchasc at
prices not exceeding 105% of par or by calling them, and
to retire the bonds so acquired. ‘
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(4) Original Operating Agreement and 1937 Amend-
menis; ‘‘Operating dgreement’’ Defined. Concurrently
with the execution of the original mortgage, the Proprietary
Lines entered into an agreement with the Belt and the
mortgage trustee dated July 1, 1907, hereinafter called
Operating Agrecment, covering the control, financing,
maintenance, operation, management and use of the Belt
and its facilities and the making of additions and better-
ments thereto and extensions thereof. Tkhe Operating
Agreement specifically provided for payment by the
Proprietary Lines direct to the mortgage trustee of the
intc2st and sinking fund installments with respect to the
bonds issued under the original mortgage.

Under date of July 1, 1937, the Operating Agreement
was amended to make the Beaumont Trustee and -the
Brownsville Trustee parties thereto, and to provide among
other things that they, together with BRI and Santa Fe,
would pay the interest directly to the mortgage trustee
under the 1937 mortgage and to the Belt the sinking fund
installments swith respect to bonds issued under said mort-
gage; also, that the sinking fund installments so paid should
coustitute contributions to the capital of the Belt and that,
at the request of any Proprietary Line and subject to the
approval of any public authority having jurisdiction, the

"Belt would issue stock to the Proprietary Lines in the

amount of their respective contributions.

(5) Original Stock Trust Agreement and 1937 Amend-
ments Thercto; ‘‘Stock Trusi Agreement’’ Defined. Con-
currently with the execution of the original mortgage and
Operating Agreement the Proprietary Lines each pledged
the 6O} shares of capital stock held in their respective
names with the mortgage trustec under an agreement, here-
inafter called Stock Trust Agreement, dated July 1, 1907.
By a supplement dated July 1, 1937, the Stock Trust Agree-
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ment was amended by making the Beaumont Trustee and
_the Brownsville Trustee partics thereto and by specifically
provid.in'g that any additional stock issued to the Proprie-
~ tary Lines would upon issuance be pledged under the Stock
Trust Agreement as amended. ' )

- (6) I-GN Passenger Station Agrcement. Under date of
September 29, 1921, an agrcement was entered into between
Belt and the Receiver of the International & Great Nortk-
ern Railway Company, whose name was afterward changed
to International-Great Northern Railroad Company, cover-
ing, among other things, use by I-GN passenger trains of
the Belt passenger station and tracks leading thereto, and
for use by Belt of the so-called Magnolia Park Branch of
I-GN; and such agreement was amended June 1S, 1929,
Cancellation of said agreement as amended is hereinafter
provided for. . '

(7) Admission to Belt of I-GN and Sugar Land and of
Denver and Rock Island in Substitution for BRI. Sugar
Land connects with I-GN at House Junction, approximately
thirty (30) miles southerly of Houston and from that point
operates over the line of the I-GN into Houston where it
has the right to use the I-GN terminal facilities. It hus
been proposed, and all the parties bereto are willing, that
I.GN and Sugar Land; without acquiring any shares of
Belt Stock, be admitted to the use of the Belt, including the .
New Yard, and be permitted to avail themselves of its
services, including those to be performed by Belt in the
New Yard and on the I-GN leased facilities referred to in
Recitals (9) and (10) upon the terms and conditions bere-
inafter set forth. '

For many years the BRI north of Teague has been leased
to Denver and Rock Island, but south of Teague the BRI
has operated as a separate common carrier. In Finance
Docket No. 14400, decided March 22, 1945, 261 1. C. C. 813,
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the Interstate Commerce Commission authorized the Den-
ver and Rock Island to lease that portion of the BRI south
of Teagne upen condition -that they arrange in effect to
substitute themselves-for BRI in the joint control of the
Belt and the joint yse of its facilities. Such an arrangement
is hereinafter provided for.

(8) “‘New Proprietary Lines’’, ‘‘ Missouri Pacific”’, and
““Using Lines’’ Defined. Beaumont, Brownsville, Denver,
Rock Island and Santa Fe are hereinafter sometimes re-
ferred to as New Proprietary Lines. :

Beaumont, Brownsville, I-GN and Sugar Land are here-
indfter sometimes collectively called Missouri Pacific.

Beaumont, Brownsville, I-GN, Sugar Land, Denver, Rock
Island and Santa Fe are hereinafter sometimes called Using

Lines.

(9) Lease of I-GN Facilities. I-GN owns and operates
separate freight train yards and other terminal facilities
at Houston, together witlh extenmsive industrial, lead and
spur tracks, on which are located a large number -of in-
- dustries.

Belt desires and I-GN is willing to lease to the Belt the
I.GN Properties within its yard limits at Houston, with
certain exceptions, upon the terms and conditions herein-
after set forth, which are acceptable to the New Proprietary

Lines.

(10) New Yard, Construction and Lease of ; ‘‘Ilechan-
scal Facilitics”’ and ‘“New Yard’’ Defined: It has been
- proposed and all parties hereto are willing under the termas
and conditions hereinafter set forth that Beaumont ac-
quire and construct and lease to Belt a new train yard,
connecting tracks to Beaumont and Belt, a less-than-
carload freight facility, and facilities (hereinafter called
Mechanical Tacilities) for the care, servicing and repair of
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engines and cars and for furnishing fuel and water, engine
and train supplies and refrigeration, which facilities, to-
gether with the right of way therefor and also any excess
lands acquired as an incident to acquisition of such right
of way, are bhercinafter called *‘New Yard’.

(11) Echibit A. The map or sketch not drawn to scale,
hereto annexed as Exhibit A, shows the general relative
locations of the lines of the Belt, I-GN and their conneec-
tions at and in the vieinity of Houston, mcludmv among
other things, the following: :

1. A line of the Belt extending from a connection
with Santa Fe, a short distance south of the Southern
Pacific’s Harrisburg to San Antonio line, through the
Belt yards designated as New South Yard and Old
South Yard, past the Belt roundhouse, passenger
station and freight house, to Belt Junction, and thence
westerly to a connection with the BRI. That portion
of the Belt is hercinafter called TWest Belt. _

2. From Belt Junction the line of the Belt proceeds
easterly across I-GN near Percival Junction to a con-
nection with Beaumont, called Gulf Coast .Junection.
From Gulf Coast Junction the Belt extends in a gen--
eral southeasterly direction to a point a short distance
north of the Southern Pacific’s Houston to New
Orleans line, from which point the New Yard and its
Belt connections aye to extend northerly to connece-
tions with the line of the Beaumont.

3. From said last mentioned point the Belt extends
southerly across the Southern Pacific’s Houston to
New Orleans line, past the Belt-Southern Pucific inter-
change track, to Basin Siding and a connection with
the tracks of the Port Terminal Railroad As=zociation..
From just north of Basin Siding a branch of the Belt
extends casterly to a connection with the line of the
Houston North Shore Railway Company, which line
is lensed to aud operated by Beaumont.

4. TFrom DBasin Siding the main line of the Belt
extends in a general soutbwesterly direction across
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I-GN (l[ao-noha Park Branch) to a connection with
the West Belt between the Old and New South Yards
“of the Belt.

5. Tbhat portion of the Belt described in the fore-
going Subdivisions 2, 3 and 4 of this Recital (11) is
bereinafter referred to as East Belt.

6. I-GN enters Houston from the north and its
northerly yard limits are at I-GN Mile Post 144.0,

, approumately 12,218 feet north of I-GN-Last Belt
. crossing. From that point it extends in a general
southerly direction easterly of and substantially paral-
lel to the West Belt to its Commerce Avenne mechan-
ical facilities and its Congress Avenue Yard. -
7. From its Commerce Avenne mechanical facilities
“a line of the I-GN (}lagnolia Park Branch) extends
in a general easterly direction across the Ilast Belt
to a connection twith the line of the Port Terminal
Railroad Association and to the I-GN Booth Yard.

8. From its Congress Avenue Yard a line of the
I-GN (Columbia Tap) extends in a general south-
westerly direction to and across the Southern Pacific’s_
Harrisburg to San Antonio line. Sugar Land operates
into and out of Houston over said line. The portion
thereof within the yard limits of Houston ends at__
I.GXN Mile Post 7.16, approximately 1463 feet southerly
of I-GN-Southern Pacific crossing (Pierce Junction).

9. The line of Brownsville conneets with Santa e
at Algoa, from which point Brownsville operates over
Santa Fe via Alvin to a connection with the southerly
end of the Belt; and BRI operates over Santa Fe
between Galv cston and Houston.

10. Tke line of the Galveston, Houston and Hender-
son Railroad Company, herecinafter called GH&H,

" whose capital stock is owned in equal amounts by I-GN
and Missouri-Kansas-Tesas Railway System, herein-
after called Katy, extends from a connection with the
Katy a short distance northerly of I-GN Commerce

- Avenue mechanical facilities in a general southeasterly

dircction past the I-GN Congress Avenue Yard and
across the East Belt to Galveston.
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(12) Belt to Serve GHLE Industrics for I-GN. Under
a contractmal arrangement i existence since prior to
1920 I-GN and Eaty perform all the transportation service
on GHEH, except switching at Galveston. Industries
located or to be located on the GH&H within the switching
limits of Houston are I-GN industrics, as well as Katy
industries, and each line switches its own cars thereto and
thercfrom. It is hereinafter provided that after the effec-
tive date of the lease referred to in Recital (9) Belt will
switch I-GN cars to and from such industiies npon the
terms and counditions hereinafter set forth.

(13) General Object and Purpose of this Agreement.
The general object and purpose of this agreement is to
provide for enlargement of the facilities of the Belt and
to set forth the terms and conditions npon which (a) the
New Proprietary Lines shall jointly control the Belt, and
(b) the Using Lines shall jointly use the facilities of the
Belt and avail themselves of its services,—in short to unify
the Houston terminal facilities and operations of the
parties hereto. -

L

AGREEMENT:
- Now, Tuererozg, the parties hereto, for the considera-
tions hercin expressed, agree as follows:

. Sectiox 1.1. Admission of I-GN and Sugar Land to
Joint Use, and of Denver and Rock Island to Joint Control
and Use of Belt; ‘‘Iffective Date’” and ‘‘Stocl Oumnership
Percentage’’ Defined; Denver and Rock Island Addvances.
(2) From and after the effective date hereof provided for
in Section 3.7, hereinafter sometimes called Effective Date,
I-GN and Sugar Land, without acquiring any shares of
Belt stock, shall be admitted to the use of Belt facilities,
and permitted to avail themselves of the services of Belt,
upon the terms and conditions hereinafter set forth.
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(b) As of the Efective Date BRI shall sell and transfer
to Denver and Rock Island and they each shall purchase
from BRI 31} shares of Belt stock, being one-half of the
601 shares of Belt stock owned by BRI and pledged under
the Stock Trust Agreement, as amended July 1, 1937, as
additional security for the existing bonds of Belt with
Central Hanover Bank and Trust Company, Trustee, and
the two Directors’ qualifying shares standing in the
names of the two Directors representing BRI on the Belt
Board of Directors together with all indebtedness of
Belt to BRI for advances, including indebtedness on
accorut of sinking fund payments after conversion there-
of to advances in accordance with Section 2.9. The owner-
ship by Denver and Rock Island of said 603 shares of
Belt stock shall be subject to the Stock Trust Agreement,
as amended July 1, 1937.

(¢) As between BRI, Denver and Rock Island, it is agreed

that the purchase price for such stock and indebtedness-

shall be paid in the case of Denver by applying the amount

thereof in satisfaction of an equal amount of indebtedness
of BRI for advances which, on or before the Effective

Date hereof Denver shall acquire from The Colorado
and Southern Railway Company; and in the case of Rock
Island, by applying the amount thereof in satisfaction
of an equal amount of indebtedness of BRI to Rock Island

for advances.
(d) As afurther consideration for such sale and transfer

Denver and Rock Island sball each assume one-half of all

obligatious and liabilities of BRI with respect to Belt and
its propertics. Whercupon and upon the terms and con-
ditions hereinafter set forth Denver and Rock Island shall
control the Belt jointly with the other New Proprietary
Lines and be permitted to use the Belt facilities and avail
- themselves of its services jointly with the other New
Proprietary Lines and I-GN and Sugar Land, and BRI
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shall be released from all obligation and liability with
respect to Belt and its properties.

(¢) Acquisition by Denver and Rock Island of Belt
stock from BRI will result in ownership of Belt stock by
the New Proprietary Lines in the following proportions:
Denver 121%, Rock Island 12}%, Santa Fe 25%, Beau-
mont 25% and Brownsville 25%. Each such percentage
is hereinafter referred to as Stock Ownership Percentage.

(f) Wherever herein indebtedness of Belt to Denver or
Rock Island for advances is referred to, such indebtedness
shall be deemed to be all advances made to Belt by Denver
or Rock Island and all the Belt indebtedness to BRI for
advances acquired by Denver or Rock Island from BRI
as provided in paragraph (b) of this section.

Sectrox 1.2. New Yard to be Leased to Belt; ‘“New Yard
Lease’’ Defined. Beaumont has acquired the right of way
for and is comstructing the New Yard referred to in

Recital (10) substantially in accordance with the general

plan, dated January 10, 1948, and map dated January 10,
1948 showing right of way for the New Yard which have
been approved by the Engineering Committee of the New
Proprictary Lines.  (Beaumont shall lease the New Yard to
Belt, for a period beginning with the Effective Date and .
ending with the termination of this agreement unless
sooner terminated under the provisions of the lease; such

‘lease to be substantially in the form hereto annexed as

Exhibit B, hercin referred to as New Yard Lease, and upon
the terms and conditions therein contalned.

Sectiox 1.3. (Gencral Improvements. Construction of
the New Yard and leasing of the I-GN facilities by the
Belt will necessitate the construction on or before com-
pletion of the New Yard of certain tracks and signalling
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therefor and the retirement of a commecting track, as

follpws :

1. Construction of a second track extending north-
erly from the present East Belt second track near the
Southern Pacific interchange track to a connection
with the New Yard and of a cross-over between the
said second track and the present East Belt Main track
a short distance south of the connection between the

"East Belt Main Track and the New Yard, hereinafter

referred to as East Belt Second Track.
2. Construction of two connections between the

East Belt and the I-GN (Magnolia Park Branch) at

the point of their crossing, hereinafter called East
“"Belt-I-GN connections. :

3. Construction of a connection between the East
Belt and GH&H at the point of their crossing, berein-
after referred to as East Belt-GH&E connection.

4.  Construction of three connections between I-GN
and Belt at or near Percival Junction, two of them
being located between the existing main track of Belt™
and I-GN, one in the sountheast and one in the north-
east quadrant, and one of such connections being be-
tween the new second track of Belt provided for in
Subdivision 5 of this Section and I-GN in the north-
east quadrant, hereinafter referred to as Percival
Junction Connections. :

5. Construction of a new second track of Belt begin-
ning at a point in its existing main track near Percival
Junction and extending eastwardly to a connection
with said existing 1ain track near Gulf Coast Junection,
a distance of approximately 1.5 miles, and a connee-

_ tion betwecn the main track of Beaumont and said new

second track near Gulf Coast Junction, said new sec-
ond track and commnection being hereinafter called
Percival-Gulf Coast Second Track.

6. Retircment (made subsequent to December 31,
1947) of a connection belonging to I-GN between the
Belt and I-GN near Belt Junctxon, hercmaftcr called
I-GN-Belt Connection.
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-iThe -approximate location of said tracks is shown on
the map Exhibit A4, and they are thercon designated by the
names above set forth.

E'u:h of the New Proprietary Lines shall advance to the
Belt 1ts ‘Stock Ownership Percentage of the cost (estimated
at $41:> ,000) of constructing the Last Belt Second Track,
the Percwal Gulf Coast Second Track and the East Belt-
1-GN connections, and those portions of the Percival June-
tion Connections between switch point and clearance point
in-the Belt Tracks, and also that purt chargeable to invest-

ment account of necessary expenditures for installation or -

rearrangement of signals controlling the Belt switches at
sach new connections.

" All the cost of the East Belt-GH&H connecction and
appurtenant signal work, and all the cost of the Percival
Junction Connections, except that above provided to be
borne by the New Proprietary Lines, shall be borne by
I-GN and such cost shall not be added to the Basic Valna-
tion of the Leased Property, as defined in Secction 14
hereof, nor shall anytbing be deducted from such Basic
Valnation on account of the retirement of the I-GN-Belt
Connection; provided, bowever, that thie portions of thesa
connections paid for by I-GN shall be included in and sub-
Ject to all other prowsxons of the I.GN Lease.

Sectroxy 1.4. “I GN Lecase’’, '*Leased Proprrty” and
‘‘Basic Valuation’' Defincd: (a) I-GN shall lease to Belt

" by an instrument substantially in the form anncxed hereto

as Exhibit C, herein referred to as I-GN Lease, and upon
the terms and: conditions therein contained, the property
hereinafter in this Section described and referred to as
Leased Property, for a period beginning with the Effective
Date and extending thereafter during the life of this agree-
ment unless sooner termmated under the pr ovmons of said

lease.

Additional

Supplemencal

11/9/5%
Exhibit

e

property leased
Agreement d:

and Supplemer

approved 10/20/53.
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The Leased Property is all of the real estate and fixed
physical property of the I.GN within the yard limits of
Houston, which end at I-GN Mile Post 144.0 on the north
and I-GN Mile Post 7.16 on the soutl, including the
Magnolia Park Branch, except the following properties,
which are described in the I-GN Lease aud are indicated
on maps identified by the signatures of Chief Engineers of
the New Proprietary Lines and I-GN and filed in their
respective offices and in the office of the Belt, marked
Exhibits 1, 2, 3, 4 and 5, respectively, and also bearing
the following additional legend:

.. “To contract dated November 135, 1948, between
HB&T, CRI&DP, FW&DC, GC&ST', B-RIL, and Guy A.
Thompson, Trustee of BSL&W, StLB&AL I-GN and

Sogar Land.”

A general description of said éxcepted propertics is as
follows .
. 1. The Booth Yard creosote and fuel oil storage
facilities shown on Map Exhibit 1.
2. The present I-GN freight house property shown
on Map Exhibit 2.
3. The mecbanical facilities adjacent to the Per-
cival Yard shown on Map LExhibit 3.
- 4. The Commerce Avenuc mechanical facilities
shown on Map Exhibit 4. -
-= 8., The central portion of the I-GN Congress Ave-
nue Yard shown on Map Exhibit 3.

Detailed maps showing the location of the Leased Prop-
erty together with an inventory thercof, with appropriate
references to the I-GN Lease thereon shall be prepared
and filed in the offices of the New Proprictary Lines,
I.GN and the Belt, and shall be identified by signataores
of the Chief Engincers of the New Proprietary Lines and
I-GN. C '

As herein used, the term Basic Valuatxon means the
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- value’ of the Leased Property as of December 31, 1947,

which value i is bereby agreed to be 3,772,000

- I-GN will remove the tracks and facilities located on the
Percival Yard property which are not included in tha
I-GN Lease as soon as reasonably necessary to permit
use and development of the property by the Belt, and
shall retain the salvage therefrom. The Percival Yard
tracks to be leased are shown on the wap marked Exhibit 6
and further identified by the signatures of the Chief Engi-
neers and the additional legend provided for above in {his
Section in the case of Exhibits 1, 2, 3, 4 and 5 and filed in

the same manner.

" If, prior to the Effective Date any portion of the Leased

Property, not required for railroad purposes is sold, which

I-GN hereby reserves the right to do, the Basic Valuation

thereof shall be adjusted by subtracting therefrom the

value at which such property so sold was included in the

Basic Valuation. Except as otherwise provided in the last

paragraph of Section 1.3 with respect to the Leased Prop-

erty, the Basic Valuation shall be further adjusted by.
adding thereto or subtracting therefrom an amount equal

to the amount, if any, by which the cost of any additions

or bétterments made by I-GN between December 31, 1947,
and the Effective Date (1) that cost no more than $10,000
in each instance, or (2) that are required by law or any

'public authority having jurisdiction, or (3) that cost more
than $10,000 in each instance and are approved in writing

by all the New Proprietary Lines, shall be more or less
than the value inciuded in the Basic Valuation for any
property retired between December 31, 1947 and the Effec-
tive Date.

The following addition and belterment projects, each
estimated to cost in excess of $10,000, are hereby approved

Dy, the New Proprietary Lines so far as work done or ex-
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penditures made subsequent to December 31, 1947 are con-
cerned: Construction of industrial lead tracks for Damon
Wells Industrial Area, I-GN A.F.E. 7081; construction of
industrial lead tracks near Pierce Junction, I.GN A.F.E.
§046; rcinforcing piers to Buffalo Bayou Bridge, I-GN
AF.E. 8020; aud paving Commerce Avcnuc, I.GN A. F E.
7923.

As soon as the Basxc Valuation of the Leased Property,
adjusted as above in this Section provided, is agreed upon
in accordance with the provisions of Section Secound of the
I-GN Lease an instrument evidencing such agreement shall
be executed by Belt and I-GN as provided in said Lease.

(b) Any and all contracts of I-GN pertaining exclu-
sively to the Leased Property, other than contracts for
exploration, development and production of oil, gas and
minerals therefrom, that are in effect on the Effective Date
and that are assignable are, as of the Effective Date, hercby
assigued to Belt for the period this agreement remains
in effect; and I-GN hereby agrees (1) to deliver all' such
written contracts to Belt; and (2) to execute specific instru-_
ments of assignment as to any such contracts if requested
by Belt so to do. It is further agreed that as to any other
contracts pertaining exclusively to the Leased Property
that are not assignable, the parties shall cooperate with
each other in endcavoring to cffcet a transfer thercof to
Belt. Belt from and after the Effective Date shall per-
formt all obligations, assutne all liabilities and be en-
titled to receive all bencfits thereafter accruing under I-GN
contracts so assigned or transferred.

I-GN shall, up to tlhe Efective Date, perform all obli-
gatlons and assunic all liabilities under all of its contracts
that pertain to the Leased Property that are hercby as-
sigued or that are otherwise transferred as above in this
Scction provided, including all obligations and liabilities
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arising out of transactions thereunder previous to the
Effective Date; and I-GN shall be entitled to receive all
benefits under said contracts nccruing up to the Effcctive
Date and as to contracts which are not hereby assigned or
are not otherwise transferred, I-GN shall continue after
the Effective Date to perform all obligations and be en-
titled to receive all benefits thereunder.

As to any contracts of I-GN that pertain in part to the
Lcased Property and in part to other I-GN property, it is
agreed that I-GN and Belt will cooperate in arranging for
new contracts which will separate the rights aad obliga-
tions of the parties as between the Lcased Property and
other property of I-GN, or in having them changed or
amended so as to exclude therefrom the Leased Property,
or that such other action with respect thereto shall be taken
as may be fitting and proper to carry out the intentions of
the parties as. expressed in this agreement; also that the
rights and obligations pertaining to the Leased Property
and other I.GN property that remain in effect shall be
divided or apportioned between I-GN on the one hand and
Belt on the other hand as of the Effective Date. —

Any and all lawful claims, demands or liabilities, includ-
ing all Taxes as defined in Section 2.6, arising out of opera-
tion by I-GN of, or levjed or assessed upon, the Leascd
Property up to the Effective Date, or properly assignable
to such period, shall be paid or satisfied by I-GN, and all
those ‘arising thereafter or properly assignable to the
subsequent period shall, during the life of the I-GN Lease,

be paid or satisfied by Belt.

(¢) The Western Union Telegraph Company owns cer-
tain pole and wire lines, conduits and cables on or along
certain portions of the I-GN right of way, on which are
located certain commmunication and signal wires of Western
Union and/or I-GN. The I-GN Lease is made subject to
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“the rizhts of Western Union under its contract dated July
19, 1917, with Bcaumont, Brownsville and other Missouri
Pacific Lines, which among other things covers coustruc-
tion, maintenance, operatiou and ownership of communica-
tion lines on and along the I-GN, and to the rights of I.-GN
to owmn, operate, waintain, remew, add wires to and re-
construct its existing lincs, conduits and cables, and to
provide as required in the conduct of Missouri Pacific
business additional pole lines, conduits and cables, and to
enter on the Leased Property for such purposes. Certain
telephone and signal wires owned or controlled by I-GN
are psed for local operation within the limits of the I-GN
Lease; and use of such wires will or may be needed by the
Belt after the I-GN Lease becomnes effective. I-GN agrees
to use its best efforts to secure for the Belt the right to
use them, and if such right is secured, the Belt agrees to
assume the cost of maintaining such wires and a proper
proportion of the cost of maintaining the pole line.

Secriox 15, Switching by Belt of I-GN Industrics on
GOLH and of Using Lines Industries located outside of
Terminal but within Houston Switching Limits. (a) I-GN
has negotiated au agreement with GH&H, a copy of which
is hereto attached as Exlibit D, and I-GN agrees to use its
best efforts to procure execution of “such agreement, sub-
- stantially in the form attached, and to file an executed copy
thereof with Belt. Pursuant to such agreentent, if executed,
I-GN hereby designates the Belt as its agent to switch the
cars of I-GN to and from any industry now or hereafter
located on the GH&H within the switching limits of Hous-
ton and Belt hereby assumes, as between Belt and GH&H,
all obligations and liabilities provided for by Paragraphs
4 and 5 of said Exhibit D agreement. Belt also agrees. to
switch the ears of I-GN to and from any industry now or
hercafter located on GHSH within the switching limits of
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Houston so long as this agreement and said GH&H-I-GN
agreement both are in effect.

I-GN shall pay the Belt the cost of performing such

switching service and I-GN sball indemnify and hold harm-
less the Belt from any expense and liability resulting from
the foregoing assumption of liability and obligation by
Belt to GH&E with respect to such switching service.
" In the event I-GN does not procure esecution of said
agreement with GIZ&H, Belt shall nevertheless, in so far as
legally permissible, switch the GH&H industries as agent
for I-GN but I-GN shall pay the cost of such service and
indemnify Belt against any liability incurred by it as a
result of the performance of such service."

(b) In the event the present switching limits at Hous-
ton are or shall be extended beyond the limits of the Ter-
minal, as defined in Section 2.1(a), the Belt, on request of
any Using Line or Lines, shall furnish as agent therefor,
switching service for any of its or their exclusive indus-
tries located within the switching limits but beyond the
Terminal limits, but any Using Line or Lines making any
such request shall pay the Belt the cost of performing
such service.- '

Secrroxy 1.6. I-GN- Retroactive Adjustment; Termina-
tion of I-GN Passenger Station Contract. For the period
of one year immediately preceding the Effective Date the
amount of operating expenses which I-GN would bave
paid the Belt for the operation of its passenger trains into
and out of the Terminal on the basis of the original Oper-
ating Agrcement as amended in 1937, had I-GN been a party
thereto shall be ascertained, and I-GN sball pay the Belt
the difference between that amount and the amount actually
paid by I-GN under the contract described in Recital (6)
hereof for such period. The Belt shall then apportion and
pay such amount to the Proprietary Lines on the basis
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of the amount of operating éxpenses paid by them respec-
tively during such period on account of use by them of
those portions of the Terminal used by I-GN.

As of the Effective Date the agreement described iu
Recital (6) is hereby terminated and cancelled.

SecTron 1.7. Az}erage Debz.urrage Agreements. In the
interests of better service to the public and of economy in
operation, it is agreed as follows: .

1. Belt, acting as agent for the Using Lines,
shall make In its own uame single average demur-
rage agreements with each shipper, receiver or indus-

.47y on its lines desiring an average demurrage agree-
ment, and each such agreement shall cover cars
switched by Belt under its tariffs in intra and inter

_ terminal inovement and T&NO and Katy line haul cars
switched by Belt under its tariffs, and also cars of
the Using Lines switched by Belt as agent under
their respective tariffs.

2. Belt shall continue to interchange its cars with .
T&NO and Katy, respectively, and to make per diem
reclaim on T&NO and Katy in accordance with ap-
plicable Per Diem and Switching Reclaim Rules.

3. The cars of the Using Lines switched by Belt as
agent under their tariffs shall remain in the accounts
of the respective Using Lines for the purpose of mak-
ing per diem settlements with the owners of foreign

-~ line cars and each Using Line shall continue to make
such settlements as heretofore. But such cars shall
not be interchanged with Belt, and no per diemn re-
cluim shall be made by Belt on the Using Lines, thus
avoiding the expense which otherwise would be
involved in keeping interchange and per diem reclaim
records and accounts; and the demurrage on such
cars collected by Belt shall be pooled and divided
between the Using Lines on the basis provided for in
Scction 2.1(c), and applied in reduction of the amount
of Operating Expenses, as defined in Section 2.1(a)
which otherwise would be payable by the Using Lines

respectively.
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Secriony 2.1, ‘“Terminal”, “‘Operating Ezpenses’ and
““User Basis’’ Defined; Apportionment of Operating Ez-
penses and Revenues. (a) The railroad and terminal faeil-
ities and all other property constructed, leased or other-
wise acquired by the Belt and all additions and better-
ments, extensions and improvements made or to be made
therein or thereto are herein called Terminal

The term Operating Espenses as hercin used shall in- -

clude all expenses incurred by Belt in the management,
operation, inaintenance, remewal and repair of the Ter-
minal, including all salaries, cost of labor, materials and
supplies, any and all payroll, sales, use and similar taxes,
licenses or other taxes for or with respect.to vehicles,
equipment or tools, excise taxes other than capital stock
taxes, cost of bonds and insurance, and rentals for equip-
ment, other than locomotives, and for tools; and also in-
cluding all other expenses not provided for in other sec-
tions of this agreement that are chargeable to Operating
Expenses under the accounting regulations of the Inter-
state Commerce Commission from time to time in effect;
provided, however, that depreciation accrued on depre-
ciable property and retirciments of non-depreciable prop-
erty, except land, not replaced, and in case of replacement
with property costing less than the ledger valuc of the

- property retired, the cxcess ledger value retired, shall

not be included in Operating Expenses.

The term User Basis, as lherein used, nmicans the basis
or method presently used or from time to time adopted
by uwnanimous agreement of the Using Lines or arbitration

for apportioning Operating Expenses or other charges.

between the Using Lines or the New Proprictary Lines,
ovr any of them, in the proportious that correspond as
nearly as practicable with the use of the Terminal or

P

“Provided, however, che cern
Operating Expenses as herein usec
shall not 1include any Federa.
Incooe taxes.” added get
12/13/76% Supplemental Agreement
("1965 Agreement”).
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any part thereof made by them respectively, or the services
performed for them respectively by the Belt as agent.

Subject to Section 2.8, all Operating Expenses of the
Belt, except those incurred in switching for the exclusive
industries referred to in Section 1.5, shall be apportioned
to and borne by the Using Lines on a User Basis.

For the purposes of apportioning Operating Expenses
and other charges or payments in accordance with the
provisions of this agreement, the use of the Terminal or

any part thereof by Belt in the performance of any.

service for any of the Using Lines as the agent thereof
shall.t> deemed to be use of the Terminal or such part
thereof by the Using Line or Lines for which such service
is performed by the Belt. '

The cost of fuel, water, materials or supplies, including

.train and engiue supplies, and the cost of services fur-

nished or rendered by Belt to or for any Using Line or
Lines for the use and benefit of any sach Line or Lines
and not for tke common benefit of all the Using Lines,
shall to the extent practicable be billed directly against
the Using Line or Lines to or for which the same are
furnished or rendered.

At the close of each calendar year so much of the
monthly Operating Expenses paid by the Using Lines
during that year as arc chargeable to Maintenance of WWay
and Structures shall be readjusted so that cach Using
Line will bear and pay its User Basis proportion thereof
on an annual instcad of a monthly basis, except that for
the calendar year in which this agreement becomes effec-
tive such adjustment shall be made as of December 31
on the basis of tle period of that ycar during which this
agreement has been in effect.

For the purposc of determining the share of Operating
Expenses to be paid by the Using Linmes, the Terminal

Exgecutive Committee apg
Memorandum Agreement dated 1
reqarding North Zone, South
car counting and payment of
Basis proportion amended t:
year basis approved 10/2
S1x year basis amended t> a
basis approved 5/9/84.
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shall be divided into zones, it being understood and agreed
that the prescnt plan of zoning shall be continued so far
as reasonably and equitably possille, except that the Old
and New South Yards shall be placed in a separate zone
or zomes, the I-GN property leased to Belt shall be placed
in a separate zone, and three zomes shall be established
in the New Yard, ome zone to consist of the echanical
Facilities, one to consist of the less-than-carload freight
facility, and one to consist of train yard tracks and con-
nections and all unoccupied lands. '
Not later than one year after the Effective Date a joint
study shall be made under actual operating conditions to
determine if the plan of zoning established as aforesaid
and distribntion of Operating Expenses in accordance
with said plan is equitable to the Using Lines, and, if not,
what other plan would be equitable; and if the Using
Lines are unable to agree, the matter in dispute shall be
submitted to arbitration B
If it is determined that the plan initially adopted is not
equitable and a new plan is adopted, then the shares of
Operating Expenses previously paid by the Using Lines
respectively shall be adjusted retroactively to the Effective
Date to the extent practicable; provided, Lhowever, that
at any time or times after any new plan is adopted, but
not oftener than once a year, any Using Line or Lines may,
by written notice to the other Using Lines and Belt,
effective on a date to be thercin stated, but not less than
.30 days after service, request a revision of such plan, and

thereupon in each instance it shall be determined by
unanimmous agreement or arbitration whether any change
is necessary in order that Operating Expenses niay be
fairly distributed on a User Basis; and if it is so deter-
mined that changes should he made, then the plan as
changed shall be applied retroactively to the cffective
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date of the request and such changed plan, or the plan
previously in effcct if it is determined that no change
should ‘be made,.shall remain in effect for a period of at
least one year and thereafter unless and until changed
pursuant to a subsequent request.

(b) Gross revenues derived from baggage storave
charges, Red Cap collections and other miscellaneous
passenger station revenue, except rentals, shall be applied
by the Belt to redaction of the passenger station Operating
Expenses for the month in which such revenues are
recclved. : :

(c) All revenues received by the Belt for switching
pursuant to and at rates contained in its published tariffs,
demurrage, and per diem rcclaims, less per diem pay-
ments made by Belt, shall be credited to each Using Line
in the proportion that the number of its loaded road-haul
industry cars switched to or from industries served by

Belt, except the exclusive industries referred to in Section’

1.5, bears to the total number of loaded roadhaul industry

. cars of all Using Lines so switched.

(d) From the total of all rentals or payments received
by the Belt for the use of property, and from any other
revenues not referred to in Paragraphs (b) and (c) of

this Section, there shall first be deducted all of the Operat- .

ing Expcnses directly incurred in earning such revenues,
and the remainder shall then be paid to the New Pro-
prietary Lines on a Stock Ownership Percentage basis,
provided that so long as 3lissouri Pacific is the sole user
of the New Yard all rentals derived from facilities con-
structed therein or from New Yard land shall be paid
to Beaumont; it being understood and agreed that oc-
casional or incidental use made of the New Yard by
Denver, Rock Island and/or Santa Fe, as referred to in See-
tion 2.7(c) hereof, shall not change the status of Missouri

Amended to read .credited to
each Using L:ne 11 d scharge of
its liabilicy to the Belt Zar

Operating Expenses in che
proportion..."” per 1965 Agreement.
Amended to read *...and <he
remainder., after Federal I[ncome
raxes. shall chen be credited. on
a Stock Ownership percentage
basis. to the New Proprietary
Lines in discharge of thelr

respective liability to the Belc
for Operating Expenses. provicded

that so..." per 1965 Agreement.

Amended to read "...shall :ce
credited to Beaumont :in discharje
of its liability to Belc ‘ot
Operating Expenses; 184 teing
understood...” per 1965 Agreement.
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Proprietary Lines on a User Basis, adjusted as provided
by Section 2.2, and the depreciation so charged to the
New Proprictary. Lines, respectively, shall be applied in
the same amount as charged to each of them in reduction
of Belt indebtedness for advances made by them re-
spectively. :

(b) Road depreciation has been accrued by the Belt
and charged to the Proprietary Lines on a cars in and
out of terminal basis. All depreciation which shall have
been charged to each of the Proprietary Lines up to the
Effective Date shall be applied in the same amount as so
chargéu in reduction of Belt indebtedness to it for advances

made by it.

From and after the Effective Date of this agreement
Belt shall continue to accrue depreciation on depreciable
road property owned by it and such depreciation accrued
by the Belt shall be charged to the New Proprietary Lines
on the basis used for apportionment of maintenance ex-
pense, adjusted in accordance with Scction 2.2, aud the
amouuts so charged to the New Proprietary Lines, respec-
tively, shall be applied in the samme amount as charged to
each of them in reduction of Belt indebtedness for advances
made by them respectively. . '

-(e) YWhen non-depreciable property owned by Belt, other
than land, whether located on land owned or leased by Belt,
is retived and not replaced the ledger value thereof,
or in the case of replucement with propervty costing less
than the ledger value of the property retired, the excess
ledger value retired, shall be charged to cach of the New
Proprictary Lines in the proportions in which the funds
for the construction of the property retired were provided
by them therefor. The amount so charged to each New
Proprietary Line shall be applied in the same amount
as charged in reduction of the Belt indebtedness to it for

advances made by it.

»
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The salvage, if any, recovered from any such retire-
ment shall be retained by Belt and the New Proprietary
Lines shall be allowed credit on monthly bills for Operat-
ing Expenses in the same proportions as the ledger value
was charged against them. In all such cases the cost of
dismantling such property and recovering salvage there-
from shall be included in Operating Expenses and charged
to the New Proprietary Lines in the same proportions as
the salvage is credited. .

All amounts received by the Belt from the sale of lands, =

less any expenses incurred by Belt in connection with such
sale, shall be apportioned and paid to the New Proprietary
Lines in the proportion in which the funds for the aec-
quisition of said lands were provided by them therefor.

Funds shall be deemed to have been provided by the
New Proprietary Lines to the extent that they either have
advanced them or assumed obligation or liability with
respect to bonds, the proceeds of wluch were used for
construction purposes.

It is agreed that Beaumont, I-GN and Santa Fe shall
each have the right from time to time to change its lease
to the Belt in such manner, if necessary, as to cnable it to
deduct for tax purposes depreciation or retircnients of its
leased property; provided, however, no lease shall be so
changed as to increase the payments or diminish the nvhts
of Belt thereander. .

Secriox 2.4, Acquisition of and Rentals of Locomotives.
Heretofore the cost of locomotives purchased by Belt has
been advanced by the Propnctar) Lines on an erual basis,
and interest on deferred installiments has heen paid by
them as rental to the Belt on the same basis.

All new locomotives purchased on-and after Effective
Date hereof, either for eash or on the installment: hasis
with interest on unpaid balances, shall be paid for by the

Paragraph amended ser 13
Agreement to ixclude “air =zighe
easements. minerals and miner
nqhts and permit retainage a
reiavestxment of proceeds by Be
or credit against Selt
Liability for advances.

7/
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New Proprietary Lines on a User Basis, adjusted as
provided in Section 2.2. Each of the New Proprietary
Lines shall advance to the Belt its estimated percentage
of the cost and pay as rental to the Belt its estimated
percentage of the interest, if any, during the first year
to be determined in accordance with the User Basis here-
tofore mentioned. At the end of the first year and each
succeeding year over a six-year period such percentages
shall be so adjusted that such advances shall have been
made and such interest shall have been paid by each New

Proprietary Line in the proportion that its total use bears
to the. total use of all New Proprietary Lines during such
six-year period; and any unpaid installments of principal
or interest remaining at the end of such six year period
shall be advanced or paid to the Belt by the New Pro-
prietary Lines on the basis of such six-year percentage.
Such six-vear period shall in each instance begin with
the calendar month in which the locornotive is delivered.

The Belt has heretofore purchased and received ten
(10) Diesel switch locomotives under conditional sales
agreements, payments on one of which have been com-
pleted. The balance of principal and interest on said
Diesel locomotives remaining unpaid on the Effective Date
shall be advanced to the Belt by the New Proprietary
Lines on a Stock Ownership Percentage basis, and any
interest on any deferred installiments shall be paid by them
as rental to the Belt on the same basis.

Each of the Using Lines shall have the right to furnish
under lease to Belt approximately its User Basis propor-
tion of all switch locomotives nceded by Belt over and
above those owned by it, which locomotises so furnished
shall, to the extent practicable, be of the Diesel type;
provided, that Missouri Pacific shall have the right to fur-
nish under lease to Belt and to maintain the switch loco-
motives performing the principal service in the New Yard.
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All locomotives so furnished shall be leased to Belt on
fair and equitable equipment rental terms and the rentals
shall be apportioned monthly to the Using Lines on a User

Basis,

" Secriox 2.5. ddditions and Betterments. (2) Except
as provided by Paragraph (b) of this Section, Belt shall
construct or acquire all additions arnd betterments to the
Terminal, as defined in Section 2.1(a), including equip-
ment, that are approved by the aifirmative wote of seven of
its directors. Fixcept as provided in Section 1.3 and in
Paragraphs: (b) and (c) of this Section, the cist of each
such item of additions and betterments, less retirements
for property replaced, which is chargeable to the invest-
ment account of the Belt, shall be advanced to Belt by the
New Proprietary Lines on a User Basis measured in such
manner as may be appropriate and, if any property is
paid for by installments, any interest on unpaid balances
. shall be paid to the Belt by thé New Proprietary Lines as
rental on the same basis. If depreciable property is
retired and replaced, the amount of the service loss from
such retirement charged to the depreciation reserve by
Belt shall also be advanced to Belt by the New Proprietary
Lines on the samne basis in order to provide Belt with
fands for the construction of the mew facility.

In determining the extent of use with respect to addi-
tions and betterments to fixed physical property, the method
employed for allocating track maintenance in the zone in
which the track is located, adjusted in accordance with
Section 2.2, shall be used for all additional tracks; and for
structures and other additions, except tracks, the mwethod
employed for allocating the expense of maintaining similar
facilities, adjusted in accordance with Section 2.2 shall
be used. YWhen new facilities are of a special nature, sep-
arate zones shall be established, which shall include any

tracks pertaining thereto.
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In determining extent of use with respect of additional
equipment (other than locomotives) including portable ma-
chines, roadway machines and tools, freight house equip-
ment, forniture and fixtures, shop machinery, antomobiles,
and other similar items, the User -Basis applicable to the
zone or facility for which such equipment is to be acquired,
adjusted in accordance with Section 2.2, shall be used. It
is the intention that any such equipment purchased shall
be used for the purposes for which it is purchased so long
as it is required for that purpose.

Except in the case of industry tracks constructed pur-
suan* to Paragraph (d) of this Section, the net cost of each
such item of additions and betterments to be constructed
or acquired by Belt shall be initially advanced to Belt by

" the New Proprietary Lines based on an estimate in each in-

stance of their User Basis proportions. At the end of the
first year and each succeeding ycar over a six-year period,

such User Basis proportions shall be so adjusted that

such aglvances shall have been made and such interest
shall have been paid by cach New Proprietary Line in

*\\ the proportion that its use daring such six-year" period

*

*

bears to the total use by all New Proprietary Lines deter-
mined in accordance with the applicable User Basis, ad-

™ justed in accordance with Section 2.2, during such six-year

period with™ respect to the appropriate zone, or facility;
provided, however, that, except in the case of industry
tracks constructed pursuant to Paragraph (d) of this
Section, for each such item of additions or betterments for
which the advances by the New Proprietary Lines do not
exceed $3,000, all snch advances shall be adjusted on the
basis of a one-year period only in the manner ‘above pro-
vided. All such one or Qi_%-:y_;abperiods shall in each in-
stance begin with the first day of the calendar month in
which the item involved is completed or.acquired.

(b) All additions and betterments to the Mechanical

% Amended 5/9/84 to change ‘six-year
period to five-year period.

* 35,000 amended to $10.000
approved 12/12/73.
$10.000 amended to $5.000
approved 5/9/84.
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Facilities in the New Yard shall be constrocted or
acquired by Beaumiont at its cost; and all additions and
betterments to the train yard and less-than-carload
freight facility zones shall be constructed or acquired by
Beaumont at its cost until such time as the Denver, Rock
Island and/or Santa Fe make use of either or both thereof
as provided in Section 2.7(b), and the nect cost of said
additions and betterments shall be included in the value
on which rental is required to be paid for the New Yard.

(¢) Any additions and betterments to the New Yard,
except the Mechanical Facilities, made necessary by the
use thereof by Denver, Rock Island and/or Santa Fe
pursuant to Section 2.7(b) shall be made by Belt with
funds advanced to it by Beaumont and Brownsville, and
the other using New Proprietary Line or Lines in pro--
portion to their respective Stock Ownership Percentages.

(d) 1Itis agreed, however, that if any New Proprietary
Line or Lines shall, by written notice served on the Belt
and the other New Proprietary Lines, request that an in-
dustry or an industrial lead track be construected at a lo-
cation and in accordance with specifications set out thercin
Belt shall construct the same with funds advanced to it by
the requesting Line or Lines, provided the construction and

“operation of such track will not unreasonably interfere with
the use of the Terminal; and in event of disagreement, the
question of whether such interference would result may be
submitted to arbitration. Upon receipt by Belt of the ad-
vance of the necessary funds, the Belt shall proceed with
reasonable dilizence and dispatch to constiuet and com-
plete the track in accordance with the request of such re-
questing Line or Lines. Upon completion of the track it
shall be owned by .the Belt and operated as a part of the
Terminal for the benefit of all Using Lines.

The advances for the cost of each such industrial track
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shall be adjusted at the end of the first year after com-
pletion and at the end of each succeeding year over a six-
year period on a User Basis determnined by the number of
loaded road-haul industry cars of each New Proprietary
Line, adjusted in accordance with the provisions of Section
22, switched by Belt on or over such track so that each
New Proprietary Line shall have advanced such propor-
tion of the cost of such track as the number of its loaded
road-baul industry cars so switched bears to the total
number of all such cars of all New Proprietary Lines so
switched, adjusted in accordance with the provisions of
-Secti~n 2.2, during such six-year period; and at the end

of each such yearly period all paymeats necessary to

effectuate such adjustment shall be made.

The I-GN shall have the same right as any of the New
Proprietary Lines to request and have constructed by Belt
such industry tracks and in the event of any such request

by I-GN the funds necessary for construction of the track -

shall be adranced by I-GN to Beaumont and Brownsville
and they in tarn shall advance such funds to Belt )

Secriox 2.6. Tazes. The term Taxes, as herein used,
means all taxes, rates, levies, benefits, assessments and
other governmental charges of every kind, including cap-
ital stock taxes, that in any, manner during the period this
agreemert remains in effect may be imposed upon or ac-
‘crue agaiust the said Terminal, or any part thereof, in-
cludingz property covered by the I-GN Lease, New Yard
Leasc and Santa I'e Lease, or which may become due and
payable by the Belt, except payroll, sales, use and similar
taxes, licenses or other taxes for or with respect to ve-
hicles, cquipment or tools, and excise taxes other than
capital stock taxes, which are included in Operating Ex-
\penses as provxdcd for in Scction 2.1(a).

" The New Proprieta-y Lines shall advance to Belt sums

-l me by

Amended per 1965 Agreemen
exclude Federal Incomoq uxostf—::
definition of Taxes and to add
the following sentence: "Any
Federal Income Taxes are to be
assuned and paid by the Belt.
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equal to all Taxes chargeable by Belt to its Investment
Account, and shall pay to Belt as rental sums equal to all
other Taxes, as follows:

Each of the New Proprictary Lines shall advance or pay
to Belt its Stock Ownership Percentage of sums equal to all
Taxes, except Taxes assignable to the New Yard, and its
User Basis proportion, adjusted as provided in Section

2.2, of Taxes assignable to the New Yard; provided, how-

ever, that the following Taxes chargeable to Investment
Account and assignable to the New Yard Zones shall be
paid by Beaumont and-added to the interest rental base
provided for by Paragraph (a) of Section 2 of the New
Yard Lease: (1) all such Taxes assignable to the Mechani.
cal Facilities, as defined in Recital (10); and (2) all such
Taxes assignable to the freight facility zone and/or the
train yard zone prior to the use thereof by Denver, Rock
Island and/or Santa Fe pursuant to Section 2.7(b).

In case any of the New Proprietary Companies shall de-
fanlt in making the payments on account of Taxes as here-
inbefore provided for, then the sum which it fails to pay
or advance shall be apportioned and paid as provided in
Paragraph (a) of Section 2.9 hereof in case of default in
making advances or payments with respect to bonds
issued and outstanding under Belt’s existing First

Mortgage.

‘Sectiox 2.7. Operation of New Yard and Use Thereof
by Non-dMissouri Pacific Lines. (a) All the New Yard
facilifies, except the Mechanical Facilities, shall be oper-
ated by Belt; and, so long as fifty per centum (50%) or
more of the Operating Iixpenses of the New Yard less-
than-carload freight facility and train yard zones is paid
by the Missouri Pacifie, the Gencral Yardmaster at the
New Yard and the agent to be in charge of the said freight
facility in the New Yard may be selected by the Missouri

Pacific.
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(b) Denver, Rock Island and/or Santa Fe shall have
the right to make use of the train yard and less-than-car-
load freight facility zones of the New Yard for purposes in
addition to those specified in Paragraph (c) of this Scetion,
but use of only a part of either or both of such zomes
shall be deemed to bic use of the whole thereof; and dur-
ing any such use Denver, Rock Island and/or Santa Fe
shall pay a User Basis proportion of Operating Expenses
and also a User Basis proportion, adjusted as provided
in Section 2.2, of New Yard interest rental and Taxes, ap-
plicable to the zone or zones so used; provided, however,
that peither Denver, Rock Island nor Santa Fe shall use
the New Yard for freight train yard purposes unless all
three of them agree that the same may be so used.

(¢) Denver, Rock Island and/or Santa Fe may make
. occasional or incidental use of the train yard or freight
facility zones in the New Yard for interchanging cars of
Denver, Rock Island and Santa Fe to I-GN, or in serving -
industries, or in emergencies or for any other purpose
hereafter agreed to constitute omly incidental use. " No
charge, either for Operating Expenses, New Yard Lease
interest rental or Taxes, shall be made for the use of the
train yard zone by Santa I'e, Denver aad Rock Island in
interchanging their cars to I-GN, but for such industrial,
emergency, or other agreed incidental use of the New
Yard freight facility or train yard zomes Denver, Rock
Isiand and/or Santa Fe shall pay a User Basis proportion
of the charges referred to in Paragraph (b) of this Sec-
" Hou. N
(d) Missouri Pacific is Lereby authorized to maintain
and operate the New Yard Mechanical Facilities with their
own forces; provided, however, that if requested, Missouri
Pacific shall service und make repairs, of a kind that the
Mechanical Facilities are equipped to perform, to the
locomotives and cars owned by Belt or by any of the other



34
New Proprietary Lines at cost. Jlissouri Pacific is also
hereby authorized to grant to others such user rights or

licenses as may be nccessary and appropriate to provide
for the maintenance and operation of the Mechanical Fa-

cilities.
. .
N Scecriox 2.8. Interchange Between Using Lines. Belt, as * Interchange  Agreement  entered
. _— - into dated A 1l 1. 1958,
agent for 2ach of the Using Lines, shall, at the expense of effective uncil terminated by ::xy

the respective Using Lines, deliver freight cars in inter- party.

change at the point in the Terminal from time to time
‘designated by the receiving Using Line, except that cars
to be delivered to Beaumont and Brownsville by Denver,
Rock Island and Santa Fe shall be interchanged to Bean-
mont and Brownsville at the New or Old South Yard. No
portion of the Old or New South Yard Operating Expenses
shall be charged against interchange movements referred
to in this Section, nor, as provided in Paragraph (¢) of
Section 2.7, shall any portion of the New Yard Operating
Expenses, interest rental or Taxes be charged against such
movemeants. N

SecTiox 2.9. Advances end Payments by New Proprie-
tary Lines in Connection with Bonds Issued Pursuant to
Belt’s First Mortgage. (a) Each New Proprietary Line
shall from time to time advance to the Belt its.Stock Owner-
ship Percentage of funds sufficient to enable Belt to meet
all bond maturities under Belt’s First Mortgage dated July

1, 1937, and all sinking fund installments, exclusive of hond

- premium, and shall pay as rental to or for account of Belt
its Stock Ownership Percentage of all bond premium and in--
stallments of interest on the bonds issucd and outstanding
under said First Mortgage; provided that all payments
with respeect to installments of interest on the said bonds
shall be made direct to the Trustee under the Mortgage
securing such bonds.

In case any of the New Proprietary Lines shall default



35

in making any of the paymeuts or advances hereinbefore
in this subdivision (a) provided for, then any sum which
any defaulting New Proprietary Linc fails to pay or ad-
vance shall be apportioned to and paid or advanced by the
New Proprietary Lines not in default in the proportion
that their respective Stock Ownership Percentages bear
to their total Stock Ownership Percentages, and cach of the
non-defanlting New Proprietary Lines shall pay or advauce
such sum forthwith upon demand of the Belt, or if the Belt
be in default under its said First Mortgage, then upon.de-
mand of the Trustee thereunder with respect to payments
provided for thereby, and if all but one of the New Pro-
priéiary Lines default, then the one not in default shall
make all such payments and advances.

(b) The Belt and the New Proprietary Lines agree that
from and after the Effective Date all payments theretofore
-made by Beaumont, Brownsrville, Santa Fe and BRI, as
well as all payments thercafter made by the New Pro-
prietary Lines, to enable the Belt to comply with its
sinking fund obligations under said exsting First Mort-
gage except the amount thercof used by Belt to pay bond
premium, sball constitute loans or advances, and that the
Belt is hereby relieved of any obligation to issue and shall
not issue stock in satisfaction of afty smch payments.

"Secriox 2.10. Ewmploye Claims. Any and all amounts
paid by Belt or any Using Line or Lines on account of any
dismissal or displacement claims of Belt or Missouri DPacific
ewployes on account of any transaction provided for herc-
in, including construction and operation of the New Yard
and leasing by the Belt of the properties herein provided
to be lcased and the subsequent operation thereof, whether
any such claims are made pursuant to conditions imposed
by the Interstate Commerce Commission or pursuant to any
agreement made with employe representatives in lien of
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such conditions, shall be borne by the Using Liues in the
proportions that the total Operating Expenses paid by said
Using Lines, respectively, bears to the total Operating Ex-
penses of Belt during cach yearly period within which any
such payments are made.

Sectrox 2.11. Belt Officers and Directors. The follow-
ing officers of the Belt shall be independent of and not
hold office with any of the Using Lines, shall be elected by
the affirmative vote of at least seven Directors, and shall
not be subject to removal excent by the affirmalive vote
of at least seven Dijrectors: President, or President and
General Manager if said offices are combined, General
Manager, Chief Engineer, Auditor, Industrial Commis-
\s@ Purchasing Agent, or any officer otherwise des-
ignated performing the duties ordinarily perfornied by a
person holding any of soch offices. By uwnanimous vote
the Directors of the Belt may cleet an officer of one or
more of the Using Lines to any other office of the Belt,
but any such non-independent officer so elected shall be
removed from office at once whenever any member of the
Board of Directors of the Belt so requests in writing, and
any non-independent officer with respect to whom such a
request is made shall bave no power to act for the Belt
after a copy of such request is served upon him.

The by-laws of the Belt shall be amended (1) to con-
form to the foregoing provisions of this agreement; (2)
to provide for a Board of nine Dircctors, of which the in-
dependent President shall be one; (3) to provide for an

\T'tecntxvc Committee of five members, consisting of one

Director representing each of the New Proprictary Lines,
which, when the Board is not in session, shall have all the
powers of the Board; (4) to provide that no action shall
be taken (a) by the Board of Directors except pursuant to
the affirmative votes of seven Dircetors; or (b) by the
Exccutive Committee except pursuant to the afinnative

Purchasiag Agent deleted per
6/1/7% Supplemental Agreemenc
approved 5/24/76. Auditor
deleted and Controller and
Director of Finance added per
amendment adopted 8/11/82.

Executive Committee on 5/11/83,
amendad Secrion 2.11 to add
HB&T's President, as a mon-voting
member, to cthe Executive

Committee.
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votes of four of its members; and (5) to provide that at
any time if the General Attorney is a non-independent
officer and shall Lave been served with a copy of the notice
below in this Séetion provided for ke shall have no power
to handle for the Belt any matter in which the contentions
or interests of the Using Linc or Lines by which ke is
employed ave in conflict with the contentions or interests of
any other Using Liue or Lines; and whenever a written
notice is served on the President of the Belt and its non-
independent General Altorney by any Using Line or Lines
that in its or.their opinion such a conflict exists with re-
spect to any such matter, the President of the Belt shall
employ independent counsel to represent the Belt with re-
spect to such matter. ' '

In order to provide a qualifying share of Belt stock for
the independent President, arrangements shall be made for
withdrawal from under the Stock Trust Agreement of oue-
‘fourth of a share of Belt stock from each lot of 60} shares
heretofore pledged by Beaumont, Brownsville, Santa Fe
and BRI

The New Proprietary Lines shall vote their stock in
favor of two dircetors nominated by Eeaumont, two direc-
tors nomiuated by Brownsville, two directors nominated by
Santa Fe, one director nominated by Denver and oue di-
rector nominated by Rock Island; and also in favor of one
director, who shiall be the independent President, nominated
by not less than six of the eight directors so nominated by
the New Proprictary Lines. )

Secriox 2.12 Remorval of Belt Employes. At the written
request of any Using Line or Lines, for cause, Belt shall
reruove from service any of its employes, but if any em-
ploye so removed recovers damages or is reiustated by
competent authority, with allowance for time lost, then
any such damages and/or allowance, together with any
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expenses incurred in conmection with litigation- or pro- -
ccedings incident to such removal from service, shall be
borne by the Using Line or Lines making such request;
provided, however, that Belt sball not be required to re-
move any employe from its service if prevented from so
doing by any law or regulation of a public anthority hav-
ing jurisdiction, or by any contract with respect to removal
from service. ‘ .

Seetioxy 2.13. General Provisions. (a) Joint Use of
Terminal. Belt hereby gives and grants to each Using
Line and it is hereby agreed that each Using Line shall
have, upon the terms and cornditions set forth in this agree-
ment aud during the period it remains in effect, the equal
right and privilege to use the Terminal in common with
Belt and with the other Using Lines.

(b) ZTerminal Facilities Provided for Use and Benejit
of Belt and Using Lines. The train yards, team tracks,
less-carload freight faciiities, passenger station, and all
other facilities of the Belt are for the use and henefit of
Belt and the Using Lines, as distinguished from other rail-
roads, and are provided in order to enable Belt and the
Using Lines to perform common carrier services for the
public under and pursuant to their respective published
tariffs; and Belt shall net, except by unanimous consent
in writing of all the Using Lines not then in default, grant
to any other railroad the right to use the Terminal or any
part thercof, or switch either interstate or intrastate ship-
ments on which none of the Using Lines receive a line
haul to or from the Belt team or public delivery tracks or
facilities or to and from Belt industrics, to any greater
estent or on*any different basis, cither as to service or
cbarges, than shipments on which the Using Lines receive
a line hanl Lut which do not originate at or are not destined
{o points on or facilities of the Belt, are switched by other

Houston railroads.
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All services performed by Belt for account of the Using
Lines shall be performed by Belt as agent for the Using
Lines, and under their respective tariffs to the extent tar-
iffs covering the performance of such services are required

by law.

(¢) DBelt to danage, Control and Ovpercte the Terminal
aud Perform Certain Services. Subject to the provisions
of Sections 2.5 and 2.7, Belt shall have the exclusive man-
agement and control of the operation, maintenance, repair
and renewal of the Terminal and every part thereof, ex-
cept the Mechanical Facilities in the New Yard; shall estab-
lish r-les and regulations governing the operation of trains
within and upon the Terminal and the use and enjoyment
thereof in all other respects; provided always that such
rules and regulations shall be fair and equitable and shall
apply equally and without diseriminatiou to all Using Lines,
and each Using Line agrecs with the other and with the
Belt to comply aud cause their employes to comply with ..
such rules and regulations. ]

Sabjcct to the provisions of Section 2.7 hereof, Belt shall
perform all freight and passenger switching service within
the Terminal; shall operate the passenger and freight sta-
tions and appurtenant facilities, roundhouses, srater and
fuel stations, and shops and facilities for the care and re-
pair of both locomotives and cars; shall maintain, repair,
renew and reconstruct the Terminal and at all times keep
the same in good order, condition and repair; and generally
shall do and performm any and all things usually and or-
dinarily done and performed in the maintenance, repair,
operation and renewal of a joint freight and passenger

terminal. ,

Iusofar as it can convenicntly do so without unreasonably
interfering with the performance of the classes of work or
furnishing materials and supplies of the kind and character
required by all the Using Lines, and to the cxtent that it
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has facilities to do so Belt shall, upon request and at the
sole cost and expense of any Using Line and as agent
therefor, perform services or furnish materials or sup-
plies of a kind and character not required by all the other
Using Lines, but which are necessary to enable the re-
questing Using Line to perform its duties and obligations
as a common carrier.

(d) . Fidelity Bonds and Insurance. Belt will bond in a
reasonable amount, at the request of any Using Line or
Lines, any of Belt’s employes who handle fuzds, and all
such bonds shall be so written as to protect the Belt and
Using Lines as their respective interests may appear.

Belt shall keep the Terminal buildings and structures,
whether owned or leased by Belt, insured against loss or
damage by fire, windstorm, or other casualty, to the extent
that property of similar character is customarily insured
by railroad companies operating in the genmeral area of
Houston, Texas, and the amount of such insurance shall
be adequate to cover the reasonable insurable value of such
facilities at the time insured; provided, however, that Mis-
souri Pacific, at its eclection and at its cost, may provide
such insurance on ‘the New Yard Mechanical Facilities.
Insurance policies shall be so written as to protect the
Belt and the Using Lines as their respective interests may
appear and, if and to the extent required, the loss shall be
made payable to the Trustee under the existing or any
future Mortgage of Belt. The premiums on such insurance
shall be included in Operating Expenses as provided in
Section 2.1(a). If at any time or times any of the Using
Lines shall be of the opinion that the kind, character, or
amount of insurance which Belt provides or proposes to
provide does not conform to the requirements above in this
Section set forth, such Using Line or Lines shall have the
right to submit such question to arbitration as provided in

Section 3.2.
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In the event that any insured building or siructure, ex-
cept the Mechanical Facilities, shall be damaged or de-
stroyed by fire or other casualty covered by insurance,
and the same ar a similar facility is necessary for Ter-
minal operations, Belt shall repair and restore or rebuild
the same, or construct another facility for the same use or
service, in accordance with plans which shall be approved
by the Using Lines, and Belt shall apply all insurance
monies received from such insurance or such portion there-
of as may be necessary, to such repair, restoration, re-
building or construction. Any amounts in excess of such
insurance nionies received by Belt which are necessary
for ‘tie repair, restoration or rebuilding of any such fa-
cility, if chargeable to Opecrating Expenses, shall be ap-.
portioned to the Using Lines in accordance with Scetion
2.1(a), and if chargeable to additions and betterments shall
be advanced by the New Proprictary Lines on the basis
provided for in Section 2.5. ' '

Any insurance proceeds received by Belt for damage to or
destruction of any of the Terminal property which are not
expended by Belt for the repair, restoration or rebuilding
of the facility destroyed, shall be used for other additions
and betterments, and the advances of the New Proprietary
Lines therefor shall be diminished by the amount of such
excess proceeds, which shall be apportioned to them in the
same proportions that the funds for construction of the
facility damaged or destroved were provided by them.

. (e) No Unnecessary Interference by any Using Line
with use of Terminal by Others or by Belt. None of the
Using Lines shall bave the right to use any part of the
Terminal for the storage or standing of cars except as may
be necessary for the receipt and delivery of passenger and
freight traffic in the usual course of business; nor shall any
Using Line in any way obstruct or interfere with access to
or use of Terminal or any part thereof by the parties
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hereto having the right to use the same, or in any way
obstruct or interfere with the execution or cnforcement of
any reasonable rule or regulation that may be established
by Belt covering the use of the ‘Terminal or any part
thereof.

Each Using Line shall have the right to arrange its own
schedules and time tables, but this right shall be judiciously,
fairly and equitably exercised by each so as not to prodace
unnecessary inconveniences to any other Using Line or to
Belt in its use of the Terminal. Should a dispute arise
between any two or more of the Using Lines or between
any of them and the Belt as to the arrangement of trains,
the use of the Terminal or the time table of train schedules

of any Using Line, such dispate shall be determined by
arbitration in the manner provided in Section 3.2 hereof.

(f) Belt to make Payments and Otherwise Comply with
this dgreement. Belt, with funds secured as lerein pro-
vided, will pay or cause to be paid the interest and prin-
cipal of all mortgage bonds or evidence of bonded indebted-
ness lawfully issued and outstanding under any mertgage
of Belt now or bereafter existing; will make all sinking
fund payments due and payable under any such mortzage;
will pay any and all rents and make all other paymeuts
and comply with all its other agreements and undertakings
as set out in the Santa F'e Lease, I-GN Lease, New Yard
Lease, and each of them; will pay or cause to be paid
all Taxes as herein defined, as well as all sums eqnal to the
taxes, levies, assessments, special assessments for local
benefit levied upon, assessed against or in respect of any
and all properties included within the Santa Fe Lease, the
I-GN Lease, New Yard Lcase and each of them, as re-
quired by said leases; and will pay any and all other sums
or debts which may at any time or from time to tinie he-
come due and payable by Delt; provided, however, that Belt
shall not be required to make any of the foregoing pay-
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ments which other parties hereto are or may hereafter be
required by other provisions of this agrecment or any
amendment thereof to make direct or to relieve them from
any such obligation.

(g) Belt to Maintain Corporate Existence and Rights,
Privileges and F'ranchises. Belt shall not do or omit to
do any act when such doing or omission would operate di-
rectly or indirectly to forfeit any of its rights, privileges
and franchises under its Charter or Articles of Incorpora-
tion before the expiration of the same as now limited by
law or which will, in any manner, impair the value of any
of the privileges, rights or property, the right to use which
is hereby granted each Using Line. Belt will, at the ex-
piration of the present term of its corporate existence,
cause the same to be rencwed and extended in manner and
form as may then be provided by law and will cause sim-
ilar renewals and extensions to be made from time to time
as the same shall be necessary to maintain the existence
and power with which it is now vested.

(h) Belt to Lzert Corporate Powers on Request. Belt
shall and will at all times and from time to time during the
term hereof, when requested by the Using Lines or any of
them put forth and exercise each and every corporate
power and do each and every corporate act which Belt
might now or may at any timc hereafter lawfully put in
force or exercise to enable the Using Lines and cach of
them to enjoy and avail themselves of every right, fran-
chise and privilege hereby granted and the proper man-
agement and operation of the Terminal according to the
terms hereof.

(i) Uposn Failure of Belt to Make Reguired Demands,
They May be Madc by Any Adversely Affected Using

Line. If Belt shall fail at any time to give any notice or
statement to or make any demand upon any of the Using
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Lines which is reguired by this agreement, eny other
Using Line whose obligations or rights are adversely
affected by such failure may give such notice or state-
ment or make such demand in the same manzer in which
Belt-is required to give or wmale the same and with the
sawe effect as if the same had been given or made by
Belt. C :

(j) - Ezclusion of Any Defaulting Line. So long as
each Using Line makes the payments kerein required to
be made by it, and complies with all its other obligations
as herein provided, it shall have peaceable and quiet
possession and fall enjoyment of Terminal and each part
thereof in common with Belt and the otker Using Lines;
provided, however, that if any Using Line shall make
default by failing to pay any sum payable by it on or
before the date when the same shall become due, or by
failing to perform or comply with any other covenant
ot condition by it to be performed or complied with here-
under, and such default shall continue for a-period of
ninety days after written demand for such payment, per-
formance or compliance shall have been made upon such
Using Line by Belt or by any other Using Line, then and
in such case Belt shall bave, and is hereby ziven the right
at its election, but subject to the approval of any public
authority then having jurisdiction, to exclude such Using
Line from the use of Terminal and each part thereof, and
upon giving written notice of such election to such Using
Line, all rights of such Using Line to use the Terminal
and each part thereof, except the right of the Missouri
Pacific to use property of I-GN and Beaumont leased to
Belt and except the right of Santa Fe to use its property
leascd to Belt, shall thereupon, by such notice be termi-
nated, and Belt may thercupon take such steps, as may
be-necessary and appropriate to effect such exclusion of
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such Using Line from use of the Terminal and each part
thereof. Nothing Lerein done or attempted shall release
or relieve any such Using Line of or from any liability
that may have accrued prior to the date of such termina-
tion or deprive any party hereto of the right to enforce
such liability; nor shall any such termination release,
relieve or affect the rights or obligation of amy other
" Using Line having the right to use the Terminal or any
part thereof whose rights have not been so terminated.

In-the event any default as specified above shall' con-
tinue for a period of uinety days after demand as afore-
said. then and in soch event, whenever so requested in
writing by any Using Line having the right to use the
Terminal or any part thereof not itself in default here-
under, it shall be and become the duty of Belt to elect and
to proceed, but subject to the approval of any public
_authority then having jurisdiction, to effect such exclusion

from the Terminal and cach part thereof of such default-
ing Using Line.

No Using Line shall be deemed or considered in default-
if it, within sixty days from receipt of any bill, statement
or monetary demand from Belt shall in writing notify
Belt that it contests the correctness of any specified item
or items of such bill, statement or demand and shall pay
to Belt within the time provided all smins other than the
item or itemns so specified and, if demanded by Belt, shall
furnish adeguate security for the contested item or items,
so long as such Using Line in good faith contests such
specified item or items and with dispatch attempts to
settle or conclude such contest, which shall be settled, if
demanded by either party to the coutest, by arbitration
as provided in Section 3.2 hereof.

The agreements of.the New Proprietary Lines to make
payments with respect to bonds, as provided by Section
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2.9, and with respest to Tases, &s provided by Scction 2.6,
are absolute and unconditional and in case of the default
of any of the New Proprietary Lines in making the ad-
vances or payuents therein provided for the one or more
other New Proprictary Lines which make such advances
or payments shall be entitled to veumbursement of the
amounts so paid or advanced, together with interest
thereon at the rate of 6% per annum, from the defaunlting
Line or Lines, notwithstanding it or they shall kave been
excluded from the Terminal, pursuant to: the foregoing
provisions of this Paragraph (j).

(k) Consent of Using Lines or New Proprietary Lines.
Whenever by this agreement it is provided that an act
shall not be done except by the conmsent, acceptance or
approval of each and all of the Using Lines or of each
and all of the New Proprietary Lines, the consent, accept-
ance and approval of each and all shall be deemed to have
been fully given by the concurrence of each whose obliga-
tions and rights under this agreement continue at the
time in force, and it shall not be necessary to secure the
consent, acceptance or approval of any Using Line or any
New Proprietary Line which may have terminated or
have had terminated its obligations under this agreement
as in it provided. Any such comsent, acceptance or ap-
proval shall be deemed suficiently given when given iu
writing signed by a Trustee, Receiver, Chief Executive
Officer, President, or such other officer as they respec-
tively may designate, of such Using Line or New Pro-
prictary Line.

Secrioy 2.14. Using Lines to Use Terminal. Except
for Beaumont’s Houston-North Shore interurban passenger
operations, each Using Line agrees to use the Terminal for
all of its trains that originate or terminate at or pass
through Houston, and to avail itself of the services herein
provided to be performed by the Belt for it.

~ -
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Secriox 2.15. Apportionment of Leasc Rlentals. The
New Proprictary Lines shall pay as rental to Belt, {rom
time to time during the term hereof, thelr respective Stock
Ownership Percentages of all sums, other than Taxes pro-
. vided to be paid by Section 2.6, which shall be payable by
Belt under I-GN and Santa Fe Leases; and, except as to
certain interchange movements as provided in Secction 2.7
(c), they shall puy as rental to Belt, from time to time
during the term berveof, their respective User Basis pro-
portions, adjusted as provided by Section 2.2, of all smns,
other than Taxes provided to be paid by Section 2.6, which
sball be payable by Belt under the New Yard Lease.

Secriox 2.16. Rendition and Payment of Bills. Belt
shall keep an accurate separate account of all Operating
Expenses and on or before the last day of each calendar
month shall render to each of the Using Lines a statement
of the use of each Using Line and of the total use by all
Using Lines and other companies during the preceeding
calendar month. The Auditor of Belt shall render to the
Auditor of each Using Line monthly statements showing
all business done by Belt during the previous month. The
books and accounts of Belt and so much of the books and
accouunts of the Using Lines as relate to the subject matter
of this agreement, shall be open for inspection at all
reasonable times during office hours by the accredited
representatives of any of the parties hereto except BRI.
Each Using Line covenants and agrees with Belt and with
each other to pay to Belt all sums payable by such Using
Line to Belt under this Agrecuent, the same to be payable
within 60 days after rendition of bill therefor.

Any Using Line shall be liable directly to Belt for
interest upon any awmount duc and payable by it at the
rate of 6 per cent per annum from the date the same shall
become due until the same shall be paid and such interest
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shall be payable to Belt whether the amount upon which
such interest acerued is payable to Belt or to the Trustee
under any mortgage of Belt.

"Any error, mistaken estimate or omission in any such
bill against the Belt or any Using Line shall be adjusted
by suitable charges or credits on subsequent bills to be
rendered as soon as discovered, but no exception to any
bill shall be honored, recognized or considered if filed
after the expiration of two years from the last day of the
calendar month during which the bill is rendered, and
no bill shall be rendered later than two (2) years after
(a) the last day of the calendar month in which the expen-
diture covered thereby is incurred or (b) after the last day
of ‘the calendar month in whicl final expenditure is made
under a particular Authority for Expenditure or Work
Order for Additions and Betterments, or (¢) in case of
claims of third parties disputed as to amount or liability,
after the amwount is liquidated and/or the liability estah-
lished. This provision shall not limit the retroactive adjust-
ment of billing made pursuant to exceptions taken to orig-
inal accounting by or under authority of the Interstate
Commerce Commission, or other governmental agency
lhaving jurisdiction. -

Inasmuch as no working fund has been provided for
Belt, it is hercbyr authorized from time to time to draw
sight drafts on the Using Lines for the estimated amounts
due from them, and such sight drafts shall be honered
upon prescntation, subjeet to adjustment after actual
amounts due are determined.
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IIT.

Secrion 3.1, Liability. (a) All cost or expense which
may be incurred by any of the Using Lines on account of
loss or damage to property, or injuries to or death of
persons, arising out of or in counection with their opera-
tions in the Terminal, or the performmance of any service
or opcrations by the Belt shall Le borne as provided in
this Section. . ' UREET

The term ‘‘cars’’, as used in this Section shall be °
deemed to include any vehicle, other than locomotives, cus-
tomarily moved or moving along railroad tracks om its
own wheels.

(b) The term Loss or Damage, as used in this Section,
relates to loss or damage arising upon or adjacent to the
Terwminal, and embraces all loss or damage growing out
of or arising from the death of or injury to persouns, and
all loss or damage growing out of or arising from loss,
injury, or damage to property, including property belong-
ing to Belt or any of the Using Lines or others, and in-
cluding all cost or expense incident to such loss or damage.

(¢) For the purpose only of establishing responsibility
as between the partics hereto for Loss or Damage under
this Section, it is understood by and between the parties
hereto that,

(1) Belt employes aud all other persons engaged in the
maintenance, repair, renewal or operation of the
Terminal or in making additions and betterments
thereto for the joint use and benefit of all the Using
Lines, : '

(2) All switch engines and work or wrecking trains,
equipment and tools used in the maintenance, repair,
renewal, or operation of the Terminal, or in clearing
up wrecks thereon, or in the construction, mainte-
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nance, repair or renewal of additions and better-
ments made for the joint use or benefit of all the
Using Lines, as well as persons operating the same
or assigned thereto, while so engaged, or while en-
route thereto or returning therefrom,
shall while so engazed be deemed the joint emiployes, and
the joint engines, traims, cars, equipment and tools (here-
inafter in this Section collectively referred to as Joint
Iquipment) of the Using Lines. .
' Ehginemen, trainmen and other cuployes of any Using
Line shall, while engaged in its exclusive serrice, be deemed
the sole employes of such party.
(d) Loss or Damage when due to
(1) the acts or omissions, negligent or otherwise, of the
sole employe or emploves of one of the Usiug Lires,
and/or" _ _
(2) the comeurring acts or omissions, negligent or other-
wise, of a joint employe or joint employes and of
a sole employe or employes of one of the Using
Lines; and/or N
(3) a defect in or failure of the exclusive equipment or
appliances of one of the Using Lines,
shall be borue by the Using Line whose sole emplore or
employes, or whose exclusive equipment or appliances, so
caused or concurred in causing such Loss or Damage, ex-
. cept any such Loss or Damage sustained by the property
or employes of Belt arising under Subdivision (2) of this
Paragraph (d) shall bLe included in Operating Expenses
and apportioned to the Using Lines on the User Basis
applicable to the zone or facility involved for the month in
which the accident occurred.

(e) Loss or Damage when due to
(4) the concurring acts or omissions, negligent or other-
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wise, of the sole employes of two or more of the
Using Lines, and/or

(5) the coneurring acts or omissions, negligent or other-
wise, of a joint employe or joint employes, and the
sole employe or employes of two or more of the
Using Lines, and/or

(6) the concurring defects in or failure of exclusive
equipment or appliances of two or more of the
Using Lines,

shall be borme equally by the Using Lines concerned, ex-
cept that each such Using Line shall bear all such loss or
damage to its own exclusive property or of property in
its custody or om its cars, and to its sole employes, pas-
sengers, or persons upon its locomotives, cars or trains,
and auy such Loss or Damage sustained by the property
or employes of Belt arising under Subdivision (3) shall
be included in Operating Expenses and apportioned to the
Using Lines on the User Buasis applicable to the zone or
facility involved for the month in which the accident
occurred.

(f) Loss or Damage when due to _

(7) the acts or omissions, negligent or otherwisr.:, of a
joint emplove or joint employes; and/or

"7(8) defect in or failure of any part of the Terminal or
the Joint Equipment; and/or '

(9) any other cause whatsoever not herein provided for
shall be included in Operating Expenses and apportioned
to the Using Lines on the User Basis applicable to the
zone or facility involved for the month iu which the acci-
dent occurred, except that each Using Line shall bear any
such Loss or Damage to its own cxclusive property or prop-
erty in its custody or on its cars, and to its sole employes,
" passengers, or persons upon its locomeatives, cars or trains
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and all Loss or.Damage due to grade crossing accidents in
which any of its locomotives, cars or trains while being op-
erated by its own cumployes are involved; provided, how-
ever, that in cases of accidents coming within the foregoing
clauses (7), (S) and (9) in which the locomotives, trains,
cars or sole employes and passengers of one or imnore of
the Using Lines are concerned, then the liability and re-
sponsibility for the resulting injuries, death, loss or damage
shall as to such persons and property and to third persons
and their property be borne solely by the Using Line, if
only one, or jointly and equally by the Using Lines, if more
than one, whose locomotives, trains, cars or sole employes
are concerncd in the accident.

(g) Each of the Using Lines will assumne and bear all
losses resulting to it fromn defalcations or thefts of any
joint employe or joint employes. If in case of any such
defalcation or theft the ownership of any moneys or prop-
erty lost cannot be determined, the loss shall be horne by
the Using Lines, in proportion to the average amount of
monthly cash receipts bandled for their respective accounts
by the joint cmploye or employes involved, during the six
. months preceding such defaleation or theft, and if such
average amount is not ascertainable, then such loss shall
be borne by the Using Eines in the proportion that the
cash receipts handled by all Belt employes for them re-
spectively during such period bear to the cash rececipts so
bandled for all of them. '

(h) Tor the purposcs of this Section, passengers and
other passenger train traffic and less-than-carload freight
shall be deemed in the custody of the Using Line over
whose line of railroad the same are to be or have been
transported, except that in the event of an interline move-
nient, custody shall pass to the receiving Using Line when
a-passcngcr shall Lave safely alighted on the platfoim of °
the Belt, or, in the casc of other passenger train traffic and



53

less-than-carload freight delivered to employes of the Belt,
when the same shall have been safely unloaded. In case
a freight or passenger train car is interchanged from one
Using Line to another in the Terminal, custody thereof
shall be deemed to have passed to the receiving line at
such time as the car shall be deemed to have passed into
accounts of the receiving Using Line under the interchange

rules. _ .

: (i) Anything hereinabove to the contrary notwith-
standing, no Using Line shall have any claim against any
of the other Using Lines or against the Belt for Loss or
Damage of any kind, caused by or resulting from interrup-
tion or delay to its business.

(j) Al settlements for claims for Loss or Damage on
the Terminal may be made by the Belt or by the Using
. Line or Lines, if any, directly sharing in the liability, but
no payment in excess of $3,000 shall be voluntarily made
by any Using Line in settlement of any claim involving the -
Belt or another Using Linc or Lines without first baving
obtained consent in writing of the other party or parties
involved, and in making all voluntary scttlements the party
making the same shall procure from each claimant and
deliver to Belt and any other Using Line or Lines which
may be jointly liable a written relcase from ltability in
the -premises. No party shall be concluded by any judz-
ment, at law or in equity, unless it has lLad reasonable
notice to appear and make defense thereto for its own
account, or jointly with oue or more of the other parties
bereto. If such notice shall have been given by any party,
and the party receiving the same shall have failed to appear
and make defense, it sball be concluded by the judgment
or decree in said suit. .

(k) Belt and the Using Lines agree, cach with the
others, that each will pay for all Loss or Damage, the risk
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of which it has assumed under this agreement, and shall
and will indemmify and save harmless the others there-
from and against the payment of and liability therefor.

" (1) Each of the Using Lines agrees to comply with all
laws, rules and regulations of any governmental agency
having jurisdiction, with respect to its use of the Ter-
minal, and if any failure on its part so to do shall result
in any fine, penalty, cost or charge against the Belt or any
other Using Line or Lines, it agrees promptly to reim-
burse and indemnify the Belt or such other Using Line or
Lines, on account thereof, and agrees in event of any such
action, upon reasonable notice thevcof from the Belt or
such .otlier Using Line or Lines, to defend such action,
free of cost to the Belt or such other Using Line or Lines.

S=zcriox 3.2. -dArditration. (a) In the event of any dis-
agreenient between any of the Using Lines or between any
of the Using Lines and the Belt with respect to the con-
struction, interpretation or application of this agreement
or any other matter or thing arising under the terms of
this agreement (including fzilure to agree upon anything
herein provided to be agreed upon, whether specifically
assigned for arbitration in event of disagreement or not),
the question or questions in dispute, at the written re-
quest of any Using Line or Lines served upon the Belt
and tke other Using Lines (which request shall set forth
the matter or matters in dispute), shall be submitted to an
arbitrator or Board of Arbitrators which shall be selected
as follows:

If the Board of Dircctors of the Belt unanimously shall
agree upon ome arbitrator the matter or matters in dis-
pute shall be submitled to and decided as hereinafter pro-
vided by such arbitrator. If said Board of Directors can-
not, within thirty (30) days from date of reccipt by Belt of
request for arbitration, agree unanimously upon a sole ar-
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bitrator, then and in such event said Board of Directors
within sixty (60) days from date of receipt by Belt of
such request shall name by unanimous action two mem-
bers of the Board of Arbitrators, which two members shall
within thirty (30) days agree upon and designate the third
member of such Board of Arbitrators; provided, however,
that if the Board of Directors shall fail to designate two
arbitrators or if the two arbitrators so designated shall
fail to designate the third arbitrator within the period spec-
ified, then upon application of the Using Line or Lines mak-
ing the written request the third or all three arbitrators
shall be appointed by the United States District Judge
senior vy date of commission who is then sitting in the dis-
triet in which Houston is located and who is willing to act.

The arbitrator or Board of Arbitrators so designated
_or appointed, promptly shall give notice to cach party to
the controversy, not less than ten (10) days in advance,
.of the time and place set for the hearing, and at the time
and place appointed shall proceed, with such adjournments
as may be appropriate, to hear and determine the mat-
ter, unless for good cause (of which the sole arbitrator
or a majority of the Board of Arbitrators shall be the
sole judges) it shall be postponed. .

The decision of the arbitrator or arbitrators, or any
two of the members of the Board of Arbitrators, given
after hearing of which all parties to such dispute shall
have been notified and at which they sball have bad an op-
portunity to be heard shall be final and binding upon all
parties to the dispute as to the matter or matters submitted
for arbitration; and cach of the parties to any such arbi-
tration agrees that forthwith upon the rendition of any
such decision it will abide by, perforni and comply with
the requirements thereof. Such decision shall divide or ap-
portion the cost of arbitration, including the fee of the ar-
bitrator or arbitrators, as the arbitrators may deem fair,
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just and equitable; provided, however, that each party to
the arbitration shall pay the expenses of its witnesses and
representatives appearing before the arbitrator or arbi-
trators.

Arbitration proceedings hereunder shall not interrupt
the transaction of business under this agreement, and
pending the award of the arbitrator or a majority of the
Board of Arbitrators, paywents required and the perform-
ance of the obligations of the parties hereto’shall be made
and continued in the same manner as before disagree-
nient arose. o
" It is agreed that in any such arbitration any Using Line
may present any contention it desires with respect to the
subject matter in dispute, but that all contentions of all the
Using Lines with respect to such suhject matter shall be
submitted to the same three arbitrators, or if a single ar-
bitrator is agreed upon, then to him, to the end that all
contentions with respect to the subject matter of the dispute -
shall be finally determined and settled. -

(b) In the case of any dispute between Belt and Santa
Fe with respect to any matter arising under the Santa Fe
Lease (except any matter arising uunder Section Third
thereof, it being hereby agrced that nothing hevein con-
tained shall require the arbitration of any such dispute)
if the parties agree upon a single arbitrator the dispute

shall be submitted to and decided by hiin. But if the par-

ties fail to agree upon a single arbitrator, the party de-

" siring the arbitration shall sclect one arbitrator, and in

writing notify the other party of such sclection and of the
matter or matters in dispute with respect to which arbi-
tration is desired, whercupon the other pavty shall with-
in 30 days after receipt of such written notice select a see-
ond arbitrator, notifying the other party in writing of such
selection; the two arhitrators sa selected shall within 30
days thereafter select a third arbitrator. . '
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If the party notified fuils to select a second arbitrator
within said 30-day period, then upon application of the mov-
ing party after not less than five days’ notice is given to
the other, the second arbitrator shall be appointed by the
United States District Judge senior by date of conunission
who' is then sitting in the district in which Houston is lo-
cated and who is willing to act; and if the two arbitrators
so selected or appointed fail to seleet a third arbitrator
within thirty days after selection or appointment of the sec-
ond arbitrator, then the third arbitrator shall be appointed
in the same manner as above provided for appointment of
the second arbitrator in the event of failure of the party
notifie? to select him.

The procedure before and the effect of any decision of
any single arbitrator or Board of Arbitrators in any ar-.
bitration under this Paragraph (b) shall be the same as
that provided for in Paragraph (a) of this Section.

(c¢) Disputes with respect to any matters referable to

arbitration under the I-GN ILease, or New Yard Lease
shall be arbitrated as provided in the Secctions thereof
covering arbitration.

Sectiox 3.2. Sales, Leascs or Consolidations. No sale,
purchase, assigiment, lease, cousolidation, merger or agree-
ment of any kind, or abandonment or partial abandou-
ment of the use of the Terminal itself by any of the Us-
ing Lines shall release it from its obligations under this

agreement.

- If any of the Using Lines acquires by purchase, lease, or

otherwise, the railroad owned or lcased by any of the other
Using Lines, then it shall be liable to make all payments
and perform all obligations under the terms of this agree-
ment obligatory upon it and upon the Using Line whose
railroad it acquires. If the railroad owned or leased by
any of the Using Lines is sold or leased to or otherwise
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comes into the bands of, any other party, such party shall
be charged with all payments and perform all obligations
of this agreement obligatory upon such Using Line.

If any of the Using Lines are comsolidated, or if any
Using Line is merged with another Using Line, the consoli-
dated or surviving Company shall make all payments and
perform all obligations of the Using Lines involved in such
consolidation or merger.

None of the Using Lines shall become a.party to any
agreement or arrangement providing for any sale, pur-
chase, transfer, assignment or lease of the railroad owned
or leased by it, or providing for any counsolidation or
merger, unless such agreement or arrangement is made
expressly sabject to this Section.

" SecTiox 3.4, Successors and dssigins. The several cove-
nants and stipulations herein contaired shall be mutually
binding and inure to the benefit of the Using Lines, their
respective sucecessors, lessees and assigns; provided, how-
ever, that none of the Using Lines shall bave the right
or power to assign or transfer any interest or right under
this agreement separate and apart from a sale, assign-
ment, lease or sublease of at least that portion located
within 30 niiles of Housfon, Texas, of the railroad owned
or operated by it without the written consent of the other

Using Lines and any such assignmient without such writ- .

ten consent shall be void; and provided, further, that no
Using Line, execept Ly unanimous consent of all Using
Lines, shall sell, lease, or otherwise transfer any rights to
use the Terminal to more than one railroad.

Srcriox 3.5. Service of Notices. Any demand, request,
notice, designation or statement provided to be given un-
der this agrecment shall be in writing and may be given
by serving the same upon the General Manager, or ofiicer
of similar or higher rank, of the party or parties to be

reas 0
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notified, or may be given by mailing such notice to such
officer by prepaid U. S. registered mail with return receipt
requested, in which latter cvent date of service shall be
deemed to be the date of receipt of the notice as shown

by such receipt.

- Secriox 3.6. Agreement Not for Benefit of Third Parties.
This agreement and each and every provision thereof is
for the exclusive benefit of the parties hereto and not for
the benefit of any third party, escept as to obligations fo
or for account of the Trustee under the existing and all
future mortgaves of the Belt and the bondholdezs thexe-

under

S}:cnov 3 7. Effective Date, Leases and this Agreement-

to Run for Concurrent Terms.

‘This agreement shall take effect (2) on the first day.

of the first calendar month beginning after the effective

date of the order or orders of the Imterstate Commerce .

Commission approving and authorizing the tramsactions
berein provided for, to the extent it has jurisdiction, or
(b) ou the date, following the securing of said approval
and authority, that the facilities of New Yard shall in the
opinion of Missouri Pacific be sufficiently completed to
permit of their use by Missouri Pacifie, whichever is later,
and shall continue in effect until January 1, 2007, and
thereafte: until terminated by six months’ written notice
served by any Using Line upon the others; provided,
howerer, that this agreement and the I-GN and New Yard
Leases, and the Santa Fe Lease, as hereby amended, shall
remain in effect for concurrent periods of time, and if any
one of them shall be termiuated, then all of them and this
agreement shall concurrently terminate.

Sectioxy 3.8. dmendments to Santa Fe Lease. The

Santa Fe Lease is bereby amended as follows:
1.- To provide that unless soomer terminated as
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therein or in Section 3.7 provided it shall continve in
effect from and after the Effective Date of this azree-
ment until Janvary 1, 2007 and thereafter until ter-
minated by six months’ written notice served by either
party thereto on the other party.

2. By striking out the words ‘‘by the Lessor’’ from

- that portion of Section Third reading as follows:
“‘thereunder shall be terininated by the Lessor or shall
cease in accordance with the terms thereof.”’

3. By modifying Paragraph Seventh, relating to
arbitration, to conform to Section 3.2¢b) of this agree-
ment.

4. To except and reserve unto Santa Fe all of the
oil, gas and other minerals underneath the surface of
the leased lands, together with the right to lease to
others portions of the surface of the leased lands
for the exploration, development and production of
oil, gas and other minerals, and to sell and dispose of
any portion or portions of the leased property not

. needed for railroad purposes under the Santa Fe Lease
to the same extent and upon the same terms and con-
ditions as such rights are reserved to and may be ex-
ercised by T-GN under the I-GN Lease. -

Sectox 3.9. Rights of Trustee and Bondholders under
Belt’s Existing Mortgage; Amendment of this Agreement.
Nothing in this agreement shall be deemed or comstruned
to affect in any way any obligation of the Belt or any
right of the Trustee under the existing First Mortgage of
Belt or of any holder of bonds issuved thereunder, or to
relieve the Belt or the Proprietary Lines of any obligation
under the existing Operating and Stock Trust Agreements,
as amended in 1937, to said Trustee or bondholders, or to
deprive them of any right to enforce compliance with any
and all obligations of the Proprictary I.ines under the
existing Operating Agreement, as amended, but as between
the parties hereto, the provisions hereof are hereby sub-
stituted for those contained in the existing Operating
Agreement, as amended. It is agreed, however, that if
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and upon condition t'bat said Trustee and Metropolitan
Life Insurance Company shall consent to such substitution,
then and in that event BRI shall be relieved of all obliga-
tions to said Trustee and bondholders from and after the
effective date hereof, and this agreement is hereby trans-
ferred and assigned to said Trustee by way of further
security for tbe bonds issued under and secured by said
First Moirtgage, and Belt and the New Proprietary Lines

" hereby covenant and agree with said Trustee that said

Trustee shall have the right and power in its own discre-
tion to enforce and require the enforcement of any and
every covenant herein contained, the breach of which may
in its judgment affect or impair the rights or security of
said Trustee or the bondholders represented by it; and
Belt hereby expressly agrees to protect and hold said
Trustee harmless from every expense, liability, claim,

charge, action or demand which might impair the validity

of this agreement, the right or seccurity of said Trustes
or the boudholders represented by it or which may be
incurred by said Trustee in protecting its rights and
security and those of the boundholders represeuted by it;
and it is expressly ouderstood and 4greed that said Trus-
tee shall not in any mauner be responsible or liable for any
act, default or misconduct of any officer, agent or other

.persons cmployed by the Trustee, nor shall said Trustee

be answerable under any circumstances, except for its own
willful default or misconduct.

This agreement shall not be modified in any way that
will adversely affect the sceurity of the bonds issued under
suid First Mortgage, or under any future mortgage of
Belt, and any such modification, if attempted to be made,
shall as between Belt and the New Proprietary Lines, on
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the one land, and the Trustee under the existing or any
future mortgage of Belt and the holders of the bonds
represented by any such Trustee, on the other hand, be
absolutely null and void; provided, howerver, that any
modification of this agreement nat adversely affecting the
security of such bonds may be made, but an executed copy
of each and every modification shall be filed with the
Trustee under said existing or any future mortgage of the
Belt at least 30 days prior to the effective date thereof,
together with an opinion of counsel (who may be counsel
for the Belt) that such modification will not adversely
affect the security of the bonds. The Trustee shall not
be under any duty with respect’to any such modifications
except to exhibit them (together with such opinion of
counsel) upon request of the holder of auy bond. '

In the event that a majority of the bondholders shall
object by written instrument or instruments filed with the
Trustee to any such proposed modification on the grouﬁd
that it will adversely affect the security of the bonds, such -
objection shall be conclusive, and the proposed modification,
altbhougl effective as between the parties, shall not become
effective as against the Trustee under the existing or any
future mortgage of Belt and the holders of the bonds
issued thereunder unless and until such objection is with-
drawn.

In the event the Trustee under the existing Mortgage
of Belt and Mectropolitan Life Insurance Company, the
holder of all honds issued thereunder, consent to sub-
stitution of this agrecment for the original Operating
Agrecment, as amended in 1937, Belt shall cooperate with
said Trustce and Metropolitan in doing all things ncces-
sary and appropriate to accomplish such substitufion,
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including exccution of a supplemental mortgage providing
therefor and for staniping the outstanding bonds with
an-appropriate legend reciting such substitution.

‘Sectiox 3.10. Court duthority for Trustec of Eacl Beau-
mont, Brownsville, I-GN and Sugar Land to Lzecutc
Agreement. This agreement is executed by Guy A. Thomp-
son as Trustee of the debtor companies comprising each
the Beaumont, Brownsville, I-GN and Sugar Land uuder

" authority of an Order of the United States District Court

for the Eastern District of Missouri, Eastern Disision, in
proceedings under Section 77 of the Baunkruptey Act, as
amended, entitled ““In the Matter of Missouri Pacific Rail-
road Company, Dehtor, In Proceedings for the Reorgan-
ization of a Railroad, No. 6935%, and all his duties and
obligations herein provided for are as such Trustee and
not xndxndunll) ; and said agreement shall bind and inure
to the bencfit of any successor trustec or trustees of the-
railways and propertics of, respectively, Beaunmont,
Brownsriile, I-GN and Sugar Land hercafter appointed
in the aforesaid Reorganization Proceedings, and, upon
termination of said trusteeship, the person or corporation
acquiring the railways and p:'dper{ies of said respective
debtor companies, whether by purchase, dismissal of the
Reorganization Proceedings, or pursuant to a plan of
reorganization, or otherwise, shall be and become entitled
to the benefits of and bound by all the terms and provisions
of this agrecmnent applicable to any such debtor com-
pany. -

Srcriox 3.11. Scction Headings. All section headings

are iuserted for convenicnce only, and shall not affect any
construction or interpretation of this agreement.
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In wrrsess wrnzneor, the parties hereto have duly ex-
ccuted or caused duly to be exccuted this agreement as of
the day and year first herein written.

P

"’ £ t .
Housrox BerT & Teryivarn Rarwway Coas-

PANY,
BY QW_\\/

- N
. . ﬂ President.
AtrEST: . :
% 7 e
Secretary.
Cricaco, Rock Istanp axp Pacrric Ruuc-
ArTEST:

Ot -

Secretary.

Forr Wortx axD DexveR City RalLway

Co.\n’%
- S S 4_4/_—«(.—

' President.
MN . ﬁ/fj,w BT

Zssistant Secrctary.

APPROVED AS TO FORH;

/é[o’;,g Mk »

ﬁ General ALtorneys
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Gurr, Cororavo anp Saxta FE Ramway
Costpaxy,

- il
PTL'SZ.G’{::H[.
ATTEST:

dssisant Secretary.

Burerivsron-Rock Isranp Rarrroap Coat-

PANTY,
By @«_ A—-—ﬂ—o
' President.
/4
miar_/ y

[MA-J"M,V}M

" Trustec of euc

(1) Tre BeauxoyT, Sotr Lake &
Westery Ramwar Comraxy,
Dehtor.
o . (2) Tex Sr. Lours, BrowyNsvILLE
AxD Mexico Rarwway Coar-
raxy, Debtor. -
(3) IsTrrvaTioxNaL-Geeatr NorTH-
Erx  Rarckoan  Conrrany,

Debtor.
(4) Sucar Laxp Baruwar Cosrpayy,

Debtor.
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EXEIBRIT B—NEW YARD LEASE.

’ -
This @g’:ecment, made as of ﬁé—L, 199,
between GUY A. THOMPSON as Trustee of the prop-
erties of THE BEAUDIONT, SOUR LAKE & WEST-
ERN RAILWAY COMPANY, hercinafter sometimes

called Beaumont, and HOUSTON BELT & TERMINAL -

RAILWAY COMPANY, a Texas corporatxon, hercin-
after called Belt,

WrrxesseTE THAT:

WeEeReas, Beaumont has acquired the necessary right
of way aund is engaged in constructing the New Yard,
defined in Recital (10) of an agreement dated as of Novem-

ber 15, 1948, designated 1948 HB&T Operating Agreement

and hereinafter called Operating Agrecment, between Bel,
Chicago, Rock Island and Pacific Railroad Company, Fort
Worth and Denver City Railway Company, Gulf, Colorado
and Santa I'c Railway Company, Burlington-Rock Island
Railroad Company, and Guy A. Thowmpson, as Trustee
of the properties of (1) The Beaumont, Sour Lake &
Western Railway Company, (2) The St. Louis, Browns-
ville and Mexico Railway Company, (3) International-
Great Northern Ruilroad Company, and (4) Suf'ar Land
Railway Company; and

VWrereass, Section 1.2 of the Operating Agreement pro-
vides in substance, among otler things, that Beaumont
shall lease the New Yard to Belt by an instrument desig-
nated and bereinafter referred to as New Yard Lease,
substantially in the form hereof, for a term beginning
with the effective date of the Operating Agreement and,
unless sooner terminated as hereinafter or in Section 3.7 of




"6

the Operating Agreement provided, extending to January
1, 2007, 'and thereafter until terminated by six months’
written notice served by either party on the other; and

Weenzeas, the Operating Agreement has this day become
effective and the parties hereto desire to comply with their
obligations under Section 1.2 of the Operating Agreement
so far as leasing the New Yard is concerned:

Now, Tnererore, the parties hercto, for the considera-
tion and upon the terms and conditions herein and in the
Operating Agreement expressed, agree as follows:

Secrioxy 1. Beaumont, subject to the oil, gas and other
mineral exception and reservation liereinafter in this sec-
tion stated;, hercby leases to Belt, for a period begin-
ning with the Effective; Date of the Opcrating Agree-
ment, and, unless sooner terminated as hereinafter or in
Section 3.7 of the Operating Agreement provided, extend-
ing to January 1, 2007 and thereafter until terminated by
six months’ written notice served by either party on the
other, the following described property, hereinafter called
Leased Property: '

All those certain five parcels of land located in the
W. M. Black, J. L._Stanley, Eli Nolan and Andrew
Daly Surveys, Harris County, Texas, which parcels
are described by metes and bounds in Schedule of
New Yard Properties attached lLercto and made a
part hereof, together with all tracks, railroud facili-
ties and other improvements constructed thereon or
appertaining thereto, including portions in any and all
intervening public roads and streets, by Beaumont in
accordance with the provisions of Section 1.2 of the
Operating Agrcement, including all such improvements
constructed by Beaumont subsecuent to the date of and
during the term of this Lease, all of which land and
improvements thercon comprise the New Yard, as
defined in Recital (10) of the Operating Agreement.

Upon completion of the New Yard detailed maps
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showing the location and extent of the New Yard
. property, together with an inventory therecof, with
appropriate references to the New Yard Lease there-
on, shall be prepared and filed in the offices of the
New Proprietary Lines, I-GN and Belt referred to
in the Operating Agreement and shall be identified
by the signatures of the Chief Engineers of said New
Proprietary Lines and I-GN.

Beaumont .hereb}' excepts and reserves from this lease all
of the oil, gas, and other minerals underneath the surface
of the Leased Property together with the following rights:

(1) The right to lease to others portions of the sur-
face of Leased Property for the exploration, develop-
ment and production of said oil, gas, and other min-
erals, provided the lease of any such portion will not
unduly interfere with or endanger the railroad opera-
tions of the Belt on the Leased Property; and

(2) the right to sell and dispose of, with the consent
of Belt, any portion or portions of the property hereby
leased which are not required to be used as a site for

improvements and facilities required in connection—

with Belt’s railroad terminal operations;

and Belt hereby agrees that on request of Beaumont from
time to time it will by suitable instrument release from the
operation of this lease any portions of the leased premises
wiich Beaumont shall desire to lease or sell in accordance
with the provisions of (1) and (2) next abovc and the
interest rental base provided for by Section 2 shall be
decreased by the amount at which the property released
from the operation of this lease was included therein.

Sectox 2. Belt shall pay to Beaumout as rental the
following sums: 4

(a) Monthly on or before the 15th day of each

calendar month, a sum equal to 1/12 of 3}% annual

interest on the amount of the Original Net Investment
as hereinafter in this Section 2 defined, such interest
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rental base to be increased from time to time by the
net additions and Dbetterments made by DBeaumont
from and after the date hereof, pursuant to Section
"= 2.5(b) of the Operating Agreement, the cost of which
shall be determined on the same basxs as the Original
Net Investment. In the event retirements by Beau-
mont of property paid for by it exceed such additions
and betterments the interest renmtal base shall be di-
minished by the amount of such excess.

(b) Sums equal to all Taxes, as defined in Section
2.6 of the Operating Agrecment, except the following
Taxes chargeable to.Investment Account which shall
be paid by Beaumont and added to the interest rental
base provided for by paragraph (a) of this Section:
(1) all such Taxes assignable to the Mechanical Facili-
ties, as defined in Recital (10) of the Operating Agree-
ment; and (2) all such Taxes assignable to the freight
facility zone and/or the train yard zoue prior to the
use thereof by Denver, Rock Island and/or Santa Fe
pursuant to Section 2.7(b) of the Operating Agreement.

“QOriginal Net Investment’’, as used lLerein, means
the cost of acquiring and constructing the New Yard

as of the date hereof, which shall include all amounts

chargeable to Investnient Account under the Interstate
Commerce Commission’s Classification of Accounts in
effect on December 31, 1941, including rental of equip-
ment ai rates ordimarily charged by Missouri Pacific
in the case of equiprnent furnished by it, transportation
of material over company lines at rate of seven and
one-half (7%) mills per ton mile, claims paid for
personal injury and property damage resulting from
construction of the New Yard, ad valorem taxes during
construction, insurance, and all additives properly
applicable to the cost of lubor on a percentage basis
representing vacation allowances, payroll taxes, and
any other governmental charges predicated on wages
or salaries paid; provided, liowever, that no interest
or carrying charge shall be ineluded and no deduction
for dcprccxatxon shall he made in arriving at the
Original Net Investment.
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Sectiox 3. (a) Solong as the leased property is assessed
and taxed by the State and County with and as a part of
other praperty of Beaumont, the State and County taxes
accruing upon the leased property shall be taken to be
such share of the State and County taxes upon all the
property of the Beaumont so assessed and taxed as an
entirety, including any valid assessments of intangible
assets that may be made with respect to property of Beau-
mont in Harris County, as shall bear to the whole of such
taxes thereon the same ratio as the actual value of the
leased property shall bear to the actual value at the time
of all such property of Beaumont so assessed and taxed
together or as an entirety. In the event Beaumont and
Belt shall fail in any way to agree ou such actual values
the same shall be determined by arbitration as provided in
Section 7.

"(b) So long as practicable so much of the New Yard
as is or shall be situated within the limits of any municipal-
ity, including intangible assets, if any, pertaining thereto,
shall for municipal taxation be assessed separately from
other property of Beaumount. If at any time such separate
assessments for municipal tasation shall not be made, and
any part of the New Yard situated in any municipality
- shall for municipal taxation be -assessed with otker prop-
erty of the Beaumont, the municipal taxes upon the New
Yard or the part thereof so assessed with othier property
of Beaumont for municipal taxation shall be taken to be
such share of the municipal taxes upon all the property
of Beaumont so assessed and taxed for municipal pur-
poses as an entirety including any valid "aszessments for
municipal purposes of intangible assets, as shall bear to
the wlole of such municipal taxes thercon the same ratio
as that which the actual value of the New Yard or the
part thereof so assessed for municipal purposes with other
property of Beaumont shall bear to the actual value at
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the time being of all such property of Beaumont so assessed
and taxed togcther or as an entirety for maunicipal pur-
poses. In the event Beaumont and Belt shall fail in any
year to agree on such actual values, the same shall be
determined by arbitration as provided in Section 7. Each
sum payable by the Belt in respect of any tax or assess-
ment shall be payable within fifteen (13) days after Beau-
mont shall have paid such tax or assessment and shall have
caused a written statement thereof to be furnished to Belt.

Secriox 4. Belt covenants that at its own cost and ex-
pense, during the continmance of the aforesaid terrs, it
will maintain, operate and use the New Yard, except the
Mechanical Facilities, as defined in Recital (10) of the
Operuting Agrecment, as a part of the Terminal as defined
in Section 2.1(a) of the Operating Agreement, so that
during the term hereof, and upon any termination thercof,
the New Yard, except the Mechanical TFacilities, shall be in
substantially as good condition, exhaustion, wear and tear,
and obsolescence excepted, as the same will be in at date
of completion; will comply with and perform all legal
requirements with respect to maintenance, use and op-
eration of the New Yard; will not by any act or omis-
sion to act subject the New Yard, or any part thereof,
to any lien or charge, or-subject Beaumont to any legal
penalty or damage or cause forfeiture of the New Yard
or any part thereof; will save harmless Beaumeont, its suec-
cessors and assigns, from and against all damages and
liabilities whatsoever that may be claimed or occasioned
or suffered to Dbe claimed or occasioned by Belt, in the
possession, maintcnance, use or operation of the New
Yard; and will deliver up and restorc to Beauntont the
New Yard at the expiration of said term, or upon the
earlier termination of this lease in substauntially as good
condition, exhaustion, wear and tear, and obsolescence
excepted, as that in which the New Yard will be when

completed.
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Sectiox 5. Belt covenants that in case at any time dur-
ing said term Delt shall fuil or refuse to comply with auy
of its covenants or agreements, herein provided, or shall
fail or refuse to comply with any of its covenants in said
Operating Agreement provided, and shall continue in such
failure or refusal for a period of thirty days after written
notice specifying such failure given to it by Beaumont,
or in case for any reason Beaunmiont shall be deprived of
its use and enjoymeut provided for in the Operating
Agreemént of the terminal faciiities, ot any thereof, or in
case the Beaumont’s obligation to use the terminal facili-
ties thereunder shall be terininated or shall cease in accord-
ance with the terms thereof, or in case for any reason

whatsoever the Operating Agreement shall be cancelled,

abrogated and annulled as to all the railroads parties
thereto, then Beaumont, anything hercin contained to the
contrary notwithstanding, shall have and is hercby granted

the right, at its election, by notice in wriiing given to Belt,

to terminate this lease and all the rights of the Belt here-
under, and thercupon Beammont shall be entitled, without
demand or other formality, forthwith to enter upon and
take possession of all and singular the New Yard, and
every part thereof, and thereafter shall be entitled to hold,
retain and enjoy the same as of its original cstate therein,
and the Belt agrees that it will quietly and peaceably
surrender possession thereof to Beaumont. Any waiver
by Beaumont of one or more defaults of Belt shall not
in any way imfmir its right to take advantage of any other
default or defaults of Belt. The provisions herein for
terminating this lease are cumulative and in addition to all
remedics at law or in equity which Beaumont may have
for enforcing this lease, or securing redress for any breach

thereof.
Secrioxy 6. Beaumont shall bave the right to construct,
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at its own sole cost und expense, all additions and better-
ments to the New Yard provided for in Scction 2.5(b) of
the Operating Agreement and all such additions and
betterments shall be and remain the property of Beaumont.

Belt shall have the right, at its own sole cost aud ex-
pense, to make additions and betterments to the freight
facility and train yard zones of the New Yard as provided
in Section 2.5 of the Operating Agreement, after Denver,
Rock Island and/or Santa Fe make usc of ‘either of such
zones pursuant to Section 2.7(b) of the Operating Agree-
ment, and all such additions and betterments shall be and
remain the property of the Belt, but upon the expiration
or any termination of this lease Beaumont shall have the

right and option, to be cxercised within ninety (90) days
after such termination, of purcbasing from Belt 2ll such
additions and betterments, including any rights or fran-
chises acquired from any goveramental ageuncies, at their
then fair value. If the parties hereto shall not be able to
agree upon such fair value, the question shall be submitted
to arbitration, as hereinafter provided. If Deawnont shall
not exercise its option to purchase said additions and
betterments within sald period of ninety (90) days, Belt
shall have the right for a period of ninety (90) days there-
after to enter upon said demised premises, but in such
manner as not uureasonably to obstruct the operation of
thé New Yard by Beaumont, and take up and remove
therefrom said additions and betterments, and failing so
to do, said additions and hetterments shall theneeforth
be and hecome the property of Beaumont. In case Belt
shall forthwith remove the same it shall restore said de-
mised premises to the condifion in which the same were
before said additions and betterments were placed thercon,
failing in which Beawmont may so restore the same, and
the Belt will, promptly upon bill rendered therefor, pay
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to-Beaumont the entire cost and expense of so restoring
the same.

Sectiox 7. In the event of any disagreement between
the parties hercto with respect to the construction, inter-
pretation or application of this lease or any other matter
or. 'tﬁing.arisiug under the terms of this lease (including
failure to agree upon anything herein provided to be agreed
upon), the question or questions in dispute at the written
request of either party served upon the other party and all
Using Lines (which request shall set fortlh the matter or.
matfers in dispute) shall be submitted to an arbitrator or
Board of Arbitrators which shall be selected as follows:

- If the parties agree upon a single arbitrator the matters
in dispute shall be snbmitted to and decided by him as
hereinafter provided, but if the parties fail to agree upon
a single arbitrator the party desiring the arbitration shall
select oue arbitrator and in writing notify the otber party
of such selection; whereupon the other party shall within
thirty (30) days after receipt of such written notice select
a sccond arvbitrator, notifying the 1woving party in writing
of such sclection and of auy subject matter with respect
to the dispute which it desires to arbitrate; the two arbi-
trators so selected shall within thirty (30) days thereafter
select o third arbitrator. If the party notified fails to
select a sccond avbitrator within said thirty (30) day
period, then upon application of the moving party after
not less than five days’ notice is given to the other party,
the second avbitrator shall be appointed by the United
States Distriet Judge, senior by date of commission who is
then sitting in the district in which Houston is located
and who is willing to act; and if the two acrbitrators so
selected or appointed fail to sclect a third arbitrator
witbin thirty (30) days after seleclion or appointment of
tbe second arbitrator, then the third arbitrator -shall be
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appointed in the same manner as above provided for
appointment of the second arbitrator in the event of fuilure
of the party notified to select him. . .
*'The arbitrator or Board of Arbitrators promptly shall
give notice to each party to the controversy, not less than
ten (10) days in advance, of the time and place set for the
heanng, and at the time and place appointed shall proceed,
with such adjournments as may be appropriate, to hear and
determine the matter, unless for good cause (of which the
sole arbitrator or a majority of the Board of Arbitrators
shall be the sole judges) it shall be postponed.
. The decision of the arbitrator or arbitrators, or any two
of the members of the Board of Arbitrators, given after
a hearing of which all parties to such dispute shall have
been notified and at which they shall have had an oppor-
tunity to be heard sball be final and binding upon all par-
ties to the dispute as to the matter or matters submitted
for arbitration; and each of the parties to any such arhitra-
tion agrees that forthwith upon the rendition of any such
decision it will abide by, perform and comply with the re-
quirements thereof. Such decision shall divide or appor-
tion the cost of arbitration, including the fee of the arbi-
trator or arbitrators, as the arbitrator or arbitrators may
deem fair, just and cqmtable provided, however that each
partv to the nrbxtxatmn shall pay the e\peuse of its wit-
nesses and represcntatives appearing befoxc the arbitrator
or arbitrators.

1t is agreed that in any such avbitration any Using Line,
as defined in Recital (S) of the Operating Agreement, mnay
present any contention it desires with respect to the sub-
ject matter in dispute, but that all contentions of all the
Using Lines with respeet to such subject matter shall be
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submitted to the same three arbitrators, or if 2 single arbi-
trator is agreed upoun, then to him, to the end that all con-

tentions with respeet to the subject matter of the dispute
shall be finally determined and settled.

It is etpxessly agreed that nothing in this Section 7 con-
tained shall require the arbitration of any disagrecement
arising under Section 5 hereof.

Arbitration proceedings hereander shall not interrupt
the transaction of business under this lease, and pending -
the award of the arbitrator or a majority of the Board
of Arbitrators, payments required and the performance
of the obligations of the parties hereto shall be made and
continued in -the same manner as before disagreement

arose.

Secrioxy 8. This Lease shall be subject to the termina-
tion provisions of Section 3.7 of the Operating Agrcement.

Sectroxy 9. This agreement shall be binding upon the’
successors and assigns of the parties hereto and shall in-
ure in favor of Beaumont and its successors and assigns,
and in favor of Belt and of any corporation that shall be
formed for the purpose of taking over the property of Belt
upon_the expiration of its charter, but Belt shall have no
power to assign or transfer this lease, except with the
written consent of Beanmont, to any other person or cor-
poration; provided, however, that nothing in this Section
contained shall be construed as forbidding the Belt to
grant the use of the New Yard or any part thereof to the
Railroads parties to the Operating Agreement, or to other
railroads, persons, fitmis or corporations as in the Oper-
ating Agrcenient provided, subject, nevertheless, to the pro-
visions of this lease aud agreement.
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A.ny ‘transfer or assignment of this lease, or of any
rights thercunder, by operation of law shall ipso facto ter-
minate this agreement and every right and interest of the
Belt or of such assignee thereunder. .

Beaumont consents to the assignment of all rights ac-
quired by the Belt hereunder to the Trustee in the Mort-
gage or Deed of Trust from the Belt to Central-Hanover
Bank and Trast Company, dated July 1, 1937, or to any
Trustee or Trustees under any future Mortgage or Deed of
Trust from Belt. ‘ -

Secrroy 10. This agreement is exceated by Guy A
Thompson, as Trustee of Beaumont, under authority of
an order of the United States Distriet Court for the East-
ern District of Missouri, Eastern Division, in proceedings
under Section 77 of the Bankruptcy Act entitled **In the
Matter of Missouri Pacific Railroad Company,. Debtor,
In Proceedings for the Reorganization of a Railroad, No.
69335, and all his duties and obligations herein provided
for arc as such Trustee and not individually; and said
agreement shall bind and inure to the benefit of any sue-
cessor trustee or trustees of the railways and properties
of Beaumont hereaftcr'appointcd in the aforesaid Reor-
ganization Proceedings, and, upon termination of said trus-
teeship, the person or corporation acquiring the railways
-and properties of Beaumont, whether by purchase, dis-
missal of the Reorganization Proceedings, or pursuant to a
plan of reorganization, or otherwise, shall be and become
bound by all the terms and provisions of this agreement
as a general obligation without lien. _

Ix wiTxEss wuereofF, as of the day and year first-above
written, the said Trustee of Beaumont has hereunto sub-
scribed his name as such by authority of an order duly en-
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tered in said reorganization procecding, and the Belt has
caused this lease to be exccuted by its President or Vice
President and its corporate seal to be hercunto affixed and
attested by its Secretary or an Assistant Secretary.

Trustee (as such Trusice and not
individually), The Begumont,
Sour Lake & Western Railway
Compary, Debtor. :

Houstox Berr & Teryixan Ran-
way CoMPANT, :

By
President.

ATTEST:

Secretary.

(Acknowledgments)
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