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Robert L. Oswald, Secretary
Interstate Commerce Commission
12th and Constitution Avenue
Washington, D. C. 20423

Dear Mr. Oswald:

Pursuant to 49 USC §11303 and as provided by Volume 49
Code of Federal Regulations Sections 1116.1 through 1116.4,

Lessee: Consolidated Rail Corporation
Six Penn Center Plaza
Philadelphia, Pennsylvania 19104

The Equipment covered by this transaction is the Roadway

Machinery and Work Equipment set forth in the attached list.

we present the following document for recordation.
: Equipment Lease Agreement, dated as of May 25, 1979.
Lessor: Pittsburgh National Leasing Corp.
P! Pittsburgh National Building
- Fifth Avenue and Wood Street
: ‘ Pittsburgh, Pennsylvania 15222

Enclosed is our check for $50 to cover the recordation
fee. This document has not been previously recorded w1th
} the Interstate Commerce Commission.

After recording a counterpart original of this docu-
s ment, please return the remaining copies, stamped with your

recordation number to the individual presenting them for
recordation.

Thank you for your assistance.

‘ Sincerely yours, ’
- ~4@ HO1LYYAdO0 334

Joseph T. Rewan ' 09071
Assistant General Counsel - nh
Tax & Finance BL‘HASh 4 § )
JTR/pe (EDERER |

CONSOLIDATED RAIL CORPORATION
1138 Six Penn Center Plaza, Philadelphia, PA 19104




MW No. Quantity Nos.
MA 447 4 WC 2060 to WC 2063
MW 444 1 cc 1049

T 13922 3 S 3060 to S 3062
MW 441 1 BT 2406

Description’

Brush Cutters

Crawler Crane

Rerailing Cranes

Track Yard Cleaner

Cost
Per Unit

$ 98,912.50
72,235.00
282,085.00

149,780.00

Total
$395,650.00
72,235.00

846,255.00

'149,780.00
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‘ Joseph T. Rowan .
Assistant Gen.Counsel ..
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Six Penn Center Plaza
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EQUIPMENT LEASE AGREEMENT

This EQUIPMENT LEASE AGREEMENT ("Lease") dated

as of May 25, 1979, between Pittsburgh National
Leasing Corp., a corporation organized and
existing under the laws of the Commonwealth of
Pennsylvania ("Lessor”) and Consolidated Rail
Corporation, a corporation organized and existing
under the laws of the Commonwealth of Pennsyl-
vania ("Lessee")

I. LEASE OF EQUIPMENT

1.1 29353. Subject to the terms and conditions of
this Lease, Lessor hereby agrees to lease to Lessee, and Lessee
hereby agrees to lease from Lessor, the items of equipment speci-
fied in Schedule A hereto (individually referred to as "Unit" and
collectively referred to as "Units" or "Eguipment"). Notwith-
standing the possession and use of the Units by Lessee, Lessor
shall and does hereby retain the full legal title to the property
interest in the same, it being expressly understood that this
Lease is an agreement of lease only.

1.2 Procurement, Delivery and Acceptance. Lessee has

ordered the Units pursuant to purchase agreements (hereinafter
"pPurchase Agreements") as evidenced by purchase orders between
Lessee and Portec, Inc., Stanley H. Smith Co., Inc., Pettibone
Ohio Corp. (3), and Marmon, Inc. (QVendors") dated March 6, 1979,
February 27, 1979, February 15, 1979 (3) and February 28, 1979

respectively, Lessee hereby assigns to Lessor all the right,



title and interest of Lessee in and to the Purchase Agreements
insofar as they relate to the Units. Lessor hereby accepts the
assignment and assumes the obligations of Lessee under the
Purchase Agreements to purchase and pay for the Units, but no
other duties or obligations of Lessee thereunder; provided,
however, that Lessee shall remain liable to each Vendor in
respect of its duties and obligations in accordance with the
Purchase Agreements.

Lessor shall be obligated to pay each Vendor for the
Unit(s) sold by it within five (5) business days after the occur-
rence of the following conditions:

(a) Upon delivery of each Unit of Equipment by
its Vendor to the Lessee, the Lessee, on behalf of the Lessor,
will inspect such Unit and if such Unit appears to meet speci-
fications, the Lessee will deliver to that Vendor and the Lessor
a duplicate acceptance supplement o; supplements in the form
attached hereto as Schedule C. ("Acceptance Supplement(s)").-
The date of execution and delivery by Lessee of an Acceptance
Supplement as respects any Unit of Equipment is hereinafter
called the "Delivery Date". The execution and delivery by the
Lessee of an Acceptance Supplement to the Lessor shall con-
clusively establish as between the Lessor and Lessee that such
Unit (i) has been accepted by Lessee as of such Delivery Date and
(ii) has become subject to and governed by all thé provisions of

this Lease.



After delivery and acceptance of all of the Units
sold by a particular Vendor to the Lessee, that Vendor shall
deliver to Lessor, that Vendor's invoice and bill of sale.

’ (b) Lessee shall have received all such govern-
mental or régulatory approvals, licenses and authorizations with
respect to Lessee's execution and performance of this Lease and
all related documents which may be necessary or advisable in the
opinion of the Lessor;

(c) Lessor shall have received a written report
from Lessee in form and substance satisfactory to Lessor to the
effect that (i) the estimated useful life of the Units is at
least nine (9) years, (ii) the estimated residual value of the
Units at the end of the initial Base Term of Lease, as defined in
Section 1.3 hereof, shall be at least twenty percent (20%) of the
total aggregate Purchase Price thereof, not including in such
value (A) any cost incurred in delivering possession of the Units
to Lessor or (B) any increasetor decrease for inflation or defla-
tion, and (iii) the Units will be usable by parties other than
the Lessee;

(d) There shall exist no Event of Default (as de-
fined in Section 4.1 hereof) or any condition, event or act,

which with notice or lapse of time or both, would become such an

Event of Default, which has not been remedied or waived;



(e) Leséor shall have received from each Vendor a
bill of sale relating to the Unit or Units in form and substance
satisfactory to Lessor conveying to Lessor title to such Unit or
Units free and clear of all claims, liens or encumbrances;

(f) Lessor shall have received an opinion of Les-
see's counsel in form and substance satisfactory to Lessor as
regards the matters set forth in Seétions 2.2.1, 2.2.2, 2.2.5,
2.2.6, 2.2.7, 2.2.8, 2.2.9, and 2.2.10 that the insurance re-
guired by Sectién 3.6 is in full force and effect, that the
recordation required by Section 6.1 has occurred and to such
other items as the Lessor may reasonable request;

(g) Such Unit or Units shall be delivered to and
acceptedAby Lessee prior to September 1, 1979, and the cost of
such Unit or Units, when added to the cost of all Units previ-
ously paid for by Lessor shall not exceed $1,500,000,.00,.

Notwithstanding the above, in the event that any of the
conditions listed in (a) through (g) above have not been met with
respect to any Unit, Lessor shall assign, transfer and set over
unto the Lessee all right, title and interest of Lessor in and to

such Unit and Lessee shall hold Lessor harmless from any obli-
gations whatsoever under the Purchase Agreements, and any related
agreements with respect to such Unit.

1.3 Base Term of lLease. The Base Term of Lease for

each Unit shall commence on each such Unit's Delivery Date and,



unless sooner terminated as provided herein, shall ferminate
August 31, 1986. This Lease may not be terminated by Lessor
except as expressly provided herein and may not be terminated or
cancelled by Lessee for any reason whatsoever, unless otherwise
expressly provided herein. If such Base Term of Lease is ex-
tended the phrase "Base Term of Lease"”, as used in this Lgase,
shall be deemed to include the extended term.

1.4 Rental Payments

1.4.1 Interim Rental Payment. Lessee covenants

and agrees to pay to Lessor on the first day of each month from
and after the date of this Lease tc and including September 1,
1979 an Interim Rental Payment for each Unit in an amount equal
to .045563% of the Original Cost (as set forth in Schedule A
hereto and hereinafter defined) of such Unit to Lessor multiplied
by the number of days elapsed from and including the date Lessor
pays Vendor for such Units pursuant to Section 1.2 hereof to but
excluding September 1, 1979. The phrase "Original Cost", as used
in this Lease as to a Unit shall be deemed to mean the full
purchase price of a Unit as paid by Lessor in accordance with the
Purchase Agreements.

1.4.2 Base Monthly Rent. Lessee covenants and

agrees to pay to Lessor, on October 1, 1979 and on the first day
of each month thereafter during the Base Term of Lease, a monthly

rental payment (hereinafter referred to as "Base Rental Payment"



or in the aggregate as "Base Rental Payments"), in arrears, for
each Unit in an amount equal to 1.36688% of the Original Cost (as
set forth in Schedule A hereto) of such Unit to Lessor.

1.4.3 Late Payment. In the event that any Interim

Rental Payment, Base Rental Payment or other payment or obligation
hereunder shall not be made promptly when due, Lessee shall pay
to Lessor upon written demand by Lessor, as additional rental,
inferest on such overdue payment, from the due date of such
paymént to the date of payment thereof, at the rate of twelve per
cent (12%) per annum, or the maximum legal rate of interest
permitted by applicable law, whichever is lower. The Interim
Rental Payment due in accordance with Section 1.4.1, the Base
Monthly Rent due in accordance with Section 1.4.2, and the Late
Payment due in accordance with this Section 1.4.3, shall each be
hereinafter referred to as a "Rental Payment", and collecﬁively

as "Rental Payments"”.

l.4.4 Place of Payment. All Rental Payments and

other payments required to be made by Lessee to Lessor hereunder
shall be made by wire transfer in immeéiately available funds to
Lessor at Pittsburgh National Building, Fifth Avenue and Wood
Street, Pittsburgh, Pennsylvania 15222, account number 1-089182
(advise Marlyn Carle, Pittsburgh National Leasing Corp., l4th
Floor, Pittsburgh National Building) or at such other place as

Lessor may designate in writing to Lessee.



II. REPRESENTATIONS AND WARRANTIES

2.1 Lessor's Warranties; Disclaimers.

2.1.1 Warranties. Lessor hereby represents and

warrants to Lessee that (i) Lessor is a corporation duly organi-
zed, validly existing and in good standing under the laws of the
Commonwealth of Pennsylvania; (ii) on the Delivery Date Lessor
will have received whatever title to the Unit as has been éon—
veyed to it by the Unit's Véndor; (iii) Lessor is duly authorized
by all requisite corporate action to lease the Equipment to
Lessee in accordance with the terms of this Lease, subject to
Section 2.1.1 (ii); and (iv) this Lease has been duly authorized,
executed and delivered by Lessor and constitutes the legal, valid

and binding obligation of Lessor.

2.1.2 Disclaimers. The warranties set forth in

subsection 2.1.1 hereof are exclusive and in lieu of all othér
warranties of Lessor whether written, oral or implied; and Lessor
shall not, by virtue.of having purchased and leased the Egquipment
to Lessee under this Lease, or having received any bill or bills
of sale pursuant to this Lease or the Purchase Agreements, be
deemed to have made any representation, warranty or covenant with
respect to the title (except as set forth in 2.1.1(ii) above),
merchantability, fitness, condition, quality, durability or
suitability of any Unit in any respect or in connection with or

for the purposes and uses of Lessee, AND LESSOR HEREBY DISCLAIMS



ANY OTHER REPRESENTATION OR WARRANTY OF ANY NATURE, EITHER EX-
PRESS OR IMPLIED, AS TO ANY MATTER WHATSOEVER, INCLUDING, WITHOUT
LIMITATION, (i) LESSOR'S TITLE TQ THE EQUIPMENT, (ii) THE EQUIP-
MENT'S MERCHANTABILITY OR ITS FITNESS FOR ANY PARTICULAR PURPOSE,
(iii) THE QUALITY OF THE MATERIAL OR WORKMANSHIP OF THE EQUIPMENT,
OR (iv) CONFORMITY OF THE EQUIPMENT TO THE PROVISIONS AND SPECI-
FICATIONS OF ANY PURCHASE ORDERS RELATING THERETO, IT BEING
UNDERSTOOD THAT LESSEE ACCEPTS THE EQUIPMENT FOR THE PURPOSES
HEREOF "AS IS"; it being agreed, however, that Lessor authorizes
Lessee to assert for Lessee's account, during the Base Term of
Lease, all of Lessor's rights under any manufacturer's warranty
on-the Equipment, or any warranty of title, at Lessee's expense,
but Lessee shall indemnify and hold harmless Lessor from and
against any and all claims, and all costs, expenses, damages,
losses and liabilities incurred or sufféred by Lessor in ‘connec-
tion therewith, as a result of, or incident to any action by
Lessee pursuant to the above authorization. |

2.2 Lessee's Warranties. Lessee hereby represents and

warrants to Lessor as follows:

2.2.1 Organization, Corporate Power, etc. Lessee

(i) is a corporation duly organized, validly existing and in good
standing under the laws of the Commonwealth of Pennsylvania, (ii)
is qgualified to do business in every jurisdiction in which such

qualification is necessary, or if not so qualified its failure to

-8~



be so qualified will not materially and adversely affect its
ability to perform iﬁs obligations hereunder, and (iii) has the
corporate power and authority to own its properties and to carry
on its business as now Being conducted and to execute and perform
its obligations under this Lease.

2.2.2 Validity of Lease. The execution, delivery

and performance by Lessee of this Lease have been duly authorized
by all requisite corporate action and will not violate any pro-
vision of law, ény order of any court or other agency of govern-
ment applicable to Lessee, the Certificate of Articles of Incor-
porate or By-Laws of Lessee, or any indenture, mortéage; agreement
or other instrument to which it is a party, or by which it or any
of its property is bound, or result in a breach of or constitute
(with due notice and/or lapse of time) a default under any such
indenture, mortgage, agreement or other instrument, or result in
the creation or imposition of any lien, charge or encumbrance of
any nature whatsoever upon any of its property or assets; and

this Lease constitutes the legal, valid and binding obligation of
Lessee enforceable in accordance with its terms subject to any
applicable bankruptcy, insolvency, reorganization or other similar
laws affecting the rights of creditors and lessors generally.

2.2.3 Financial Statements. Lessee has previ-

ously delivered to Lessor its annual report for the year ended
December 31, 1978 which contains certain audited financial state-

ments and the Railroad Annual Report R-1 for the period ended

-9-



December 31, 1978 as submitted to the Interstate‘Commerce Com-
mission. All such financial statements, balance sheets, state--
ments of profit and loss and financial data (i) are compleﬁe and
correct in all material respects, (ii) accurately present the
financial condition of Lessee as of the dates, and the results of
its operations for the periods, for which the same have been
furnished, (iii) have been prepared in accordance with generally
accepted accounting principles consistently followed -throughout
the periéds covered thereby (except as noted therein); and bal-
ance sheets disclose all known liabilities, direct and contingent,
as of their respective dates, and (iv) except as set forth in the
Memorandum for Private Investors dated February 15, 1979
("Memorandum"), there has been no material and adverse change in
the condition of Lessee, financial or otherwise, since December
31, 1978 other than changes in the ordinary course of business,

none of which changes has been materially adverse.

2.2.4 OthervInformation. To the best of Lessee's
knowledge and belief, all other written information, reports,
papers and data given to Lessor with respect to Lessee by Lessee,
through its officers, agents or employees, are accurate and
correct in all material respects and‘complete insofar as com-
pleteness may be necessary to give Lessor a true and accurate

knowledge of the subject matter.

-10-



2.2.5 Other Agreements. Except as to the Amended

and Restated Financing Agreement dated May 10, 1979 between the
United States Railway Association and the Lessee, Lessee is not a
party to any agreement or instrument materially and adversely
affecting its present or proposed business, propertiesiof assets,
operation or conditions, financial or otherwise, and Lessee is
not materially in default in the performance, observance or
fulfillment of any obligations, covenants or conditions set forth
in any agreemenf or instrument to which it is a party.

2.2.6 Indebtedness. Except as to the Amended and

Restated Financing Agreement dated May 10, 1979 between the
United States Railway Association and the Lessee, Lessee is not
in default in the payment of the principal of or interest on any
indebtedness for borrowed money or in default under any instrument
or agreement under and subject to which any indebtedness for
borrowed money has been issued and no event has occurred and is
continuing under the provisions of any such instrument or agree-
ment which with the lapse of time or the giving of notice, or
both, would constitute an event of default thereunder.

2.2.7 Taxes. Except as set forth in Appendix I
of the Memorandum Lessee has filed all Federal, State, County and
municipal tax returns required to have been filed by it and has
paid all taxes which have become due pursuant to such returns or

pursuant to any assessment received by it (except taxes which

-11~-



. Lessee is contesting in good faith and as to which adeguate re-
serves have been provided), and Lessee does not know of any basis
for additional assessment in respect of such taxes.

2.2.8 Litigation. There is not now pending

against or affecting Lessee, nor to Lessee's knowledge is there
threatened, any action, suit or proceeding at law or in equity‘or
by or before any administrative agency, or governmental body
which, if adversely determined, would materially impair or affect
its financial condition or operations except (i) as disclosed in
-the December 31, 1978 financial statement of Lessee certified by
Coopers & Lybrand, certified public accountants, (ii) as set
forth in the Memorandum or (iii) otherwise disclosed in writing
to Lessor.

2.2.9 Interstate Commerce Commission Filing.

Prior to the initial Delivery Daté, this Lease shall have been
filed and recorded in accordance with Section 11303 of the Inter-
state Commerce Act, 49 U.S.C. 11303, and to the extent that the-
Equipment is rolling stock as that term is used in the Interstate
Commerce Act, no other filing, recording or deposit of any document
is necessary or advisable to establish and perfect the ownership
interests of Lessor in and to the Equipment and this Agreement as
against all third parties, except for deposit of this Agreement
with the Registrar General of Canada pursuant to Section 86(1) of
the Railway Act of Canada (and notice of such deposit to be given

in the "Canada Gazette" pursuant to Section 86(2) thereof).

-12-



2.2.,10 Purchase Agreements. As regards the Pur-

chase Agreements (i) Lessee has the right to assign the Purchase
Agreements as set forth in Section 1.2 hereof (ii) the right,
title and interest of Lessee in the Purchase Agreeménts'so
assigned is free from all claims, liens, security interests and
encumbrances, (iii) Lessee will warrant and defend the assignment
and (iv) the Purchase Agreements contain no conditions under
which any Vendor may reclaim title to any Unit after' delivery,

acceptance and payment therefor.

II. COVENANTS OF LESSEE

3.1 Payment of Rent and Other Monies. 'Léssee's'obli-

gation to promptly pay Lessor each and every Rental Payment and
other payments payable by it under this Lease shall be uncondi-
tional and absolute and shall not be affected by any circumstance,
including, without limitation (i) any setoff,'counterclaim, re-
coupment or other defenses for any reason whatsoever, (ii) any
defect in the title, condition, design, operation, or fitness for
use of, or any damage to or loss or destruction of any of the
Units, or any interruption, cessation, prohibition or restriction
in the use or possession thereof by Lessee for any reason whatso-
ever, (iii) any insolvency, bankruptcy, reorganization or similar

proceedings by or against Lessee, or (iv) any other circumstances,

-13-



happening or event whatsoever, whether or hot similar to any of
the foregoing. If for any reason whatsoever this Leasé shall be
terminated in whole or in part by operation of law or otherwise
except as specifically provided herein, Lessee nonetheless agrees
to pay to Lessor an amount equal to each Rental Payment at the
time such payment would have become due and payable in accordance
with the terms hereof had this Lease not been terminated in whole
or in part. Lessee hereby waives, to the extent permitted by
applicable law, any and all rights whichvit may now have or which
at any time hereafter may be conferred upon it, b& statute or
otherwise, to terminate, cancel, gquit or surrender this Lease
except in accordance with the express terms hereof. Each Rental
Payment made by Lessee to Lessor shall be final as to Lessor and
Lessee. Lessee will not seek to recover all or any part of any
Rental Payment from Lessor for any reason whatsoever.

3.2 Use of Equipment. Lessee shall, at its own cost

and expense, use, maintain and operate the Equipment (i) in a
careful and proper manner, (ii) solely in the conduct of its
business, subject to the provisions of Section 3.9 hereof, (iii)
in a manner and for the use contemplated by the manufacturer
thereof including without limitation, in such manner and use so
as not to impair the applicability of Vendor's or manufacturer's
warranties and (iv) in compliance with (A) the provisions of all

policies of insurance carried by Lessee pursuant to Section 3.6

~14-



hereof, and (B) all laws, rules and regulations of every govern-
mental authority having jurisdiction over the Equipment, includ-
ing without limitation, the interchange rules of the United
States Department of Transportation and the Interstate Commerce
Commission and/or the American Association of Railroads; pro-
vided, however, Lessee shall have the right to contest the
application of any law, rule or regulation affecting the use,
maintenance or operation of the Equipment, and no violation of
the within covenant shall be declared for so long as such contest
is conducted by Lessee with due diligence and in good faith by
appropriate legal or administratiée proceedings, and if in the
written opinion of Lessee's counsel such contest does not involve
(i) any danger of the sale, forfeiture or loss of any Unit orvany
interest therein, (ii) any materially adverse change in the
title, property or rights of Lessor in or to the Units or here-
under, (iii) any assessment or penalty against Lessor, (iv) any
interference with the due payment by Lessee of rentals hereunder,
or (v) any danger of criminal or other liability for which no
indemnification is provided hereunder being imposed against
Lessor. Except for alterations or ¢hanges required by a govern-
mental authority having jurisdiction over the Equipment, Lessee
shall not, without the prior written consent of Lessor, affix or
install any part; accessory or device on any Unit if the same

will impair the originally intended function or use of such Unit.
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Lessee shall pay all co§ts, expenses, fees and charges incurred
in connection with the use and operation of the Equiémént.
Lessee shall not remove any Unit'from the continental United
States and Canada without Lessor's prior written consent.

3.3 Maintenance. Lessee shall, at its own cost and

expense, maintain, service and repair the Equipment so as to keep
it in as good operating condition, order, repair and appearance
as it was when it first became subject to this Lease, ordinary
wear and tear ekcepted. Lessee shall, at its own cost and ex-
pense and within a reasonable period of time replace all parts of
any Unit that may become worn out, lost, destroyed or otherwise
rendered permanently unfit for use with appropriate replacement
parté, free and clear from any mortgage, lien, charge or encum-
brancg (and title thereto shall vest in Lessor immediately upon
installation, attachment or incorporation of the same in, on or
into such Unit).

3.4 Taxes. In addition to the Rental Payments and
other amounts payable by Lessee under this Lease, Lessee shall
pay promptly all taxes, assessments, license fees and govern-
mental charges, municipal, state, Federal and foreign (herein-
after referred to as "Imposts"):

(a) levied or assessed against Lessee (i) in respect
of this Lease or the Purchase Agreements, (ii) upon the interest

of the Lessee in the Equipment, (iii) upon the use or operation
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thereof, or (iv) upon the earnings of Lessee arising therefrom;
or |

(b) 1levied or assessed against Lessor (i) on account
of the purchase, lease, ownership, possession, maintenance, use,
delivery, operation, or return of the Equipment, (ii) on account
of or measured by the use of operation thereof, or (iii) an ac-
count of or measured by the earnings, rentals (including Rental
Payments) or gross receipts arising therefrom, excluding, how-
ever, any net income taxes payable by Lessor to the United States
or any state or political subdivision thereof (except any such
tax which is in substitution for, or relieves Lessee from the
payment of, any tax or other charge for which Lessee would oﬁher-
wise be obligated to pay as provided herein), but including any
excise, franchise (imposed only as a result of the business,
transactions or facts directly related to this Lease and exclud-
ing any franchise taxes imposed by the Commonwealth of Pennsyl-
vania or any political subdivision thereof), sales, use or
similar tax imposed on Lessor, on account of the use or sale
(except a sale pursuant to subsection 4.3.2 hereof) of the
Equipment by, to or for the account of Lessee hereuﬁder.
Provided, however, that Lessee shall not be required to pay any
'such Impost if and so long as it shall in good faith, with due
diligence and by appropriate legal or administrative proceedings,

contest the validity, applicability or amount thereof, so long as
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such proceedings or the nonpayment of such Impost does not, in
the written opinion of Lessee's counsel acceptable in form and
substance to Lessor, involve (A) any danger of the sale, for-
feiture or loss of any Unit or any interest therein, (B) any
materially adverse change in the title, property or rights of
Lessor in or to the Units or hereunder, (C) any assessment or
penalty against Lessor, (D) any interference with the due payment
by Lessee of rentals hereunder or (E) any danger of criminal or
other liability for which no indemnification is provided here-
under being imposed against Lessor. If Lessee does elect to
contest an Impost Leseor shall make available to Lessee any in-
formation relating to this Lease or the Egquipment in Lessor's
possession and not otherwise available to Lessee which informa-
tion is reasonably required by Lessee to pursue such contest. If
the claim is made against Lessor for any Impost payable by Lessee
hereunder, Lessor shall promptly notify Lessee, and if Lessor
pays the same, Lessee will promptly reimburse Lessor therefor.

If any Impost payable by Lessee hereunder is, by law, to be
assessed or billed to Lessor, Lessee shall, at its expense, do
any and all things reguired to be done by Lessor in connection
with the levy, assessment, billing or payment thereof; and Lessor
hereby authorizes Lessee to act for and on behalf of Lessor in
connection therewith but Lessee shall indemnify and hold harmless

Lessor from and against any and all claims and all costs, expenses,
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damages, losses aﬁd liabilities incurred or suffered by Lessor in
connection therewith, as a result of, or incident to, ahy action
by Lessee pursuant to the above authorization. Lessee shall
cause all billing of Imposts levied against Lessor to be made to
it in care of Lessee, and shall, from time to time, on request of
Lessor, submit written evidence of the paymént of such Imposts.

In the event any reports with respect to any Impost are
required to be made, Lessee shall either make such reports in
such manner as £o show Lessor's ownership of the Units or notify
Lessor of.any requirement and make such reports in such manner as
shall be satisfactory to Lessor.

3.5 Loss of Equipment.

3.5.1 Risk of Loss., Lessee shall bear the risk

of any Unit being lost, destroyed or otherwise rendered per-
manently unfit or unavailable for use (hereinafter called an
"Event of Loss") on or after the Delivery Date of such Unit. For
the purposes of this Lease, a Unit shall be deeméd to have been
lost, aestroyed or otherwise rendered permanently unfit or un- -
available for use, without limitihg'the general meaning of such
phrase, if any such Unit shall have been (i) confiscated, con-
demned or taken by any governmental body, de facto or de jure, by
exercise of the power of eminent domain or otherwise, (ii)
damaged to such an extent rendering repair impracticable or

uneconomic or (iii) stolen or misappropriated and not recovered
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by Lessee within sixty (60) days after discovery or notice there-
of.

3.5.2 Event of Loss. If an Event of Loss shall

occur with respect to any Unit during the Base Term of Lease,
Lessee shall promptly notify Lessor thereof and shallApay to
Lessor. on the date the next succeeding Basic Rental éayment is
due following the Event of Loss, an amount equal to the Stipu-
:lated Loss Value of such Unit determined in accordance with
Schedule B herefo (to the extent the same has not theretofore
been paid to Lessor as the proceeds of insurance or of any con-
demnation, confiscation or other taking in respect thereof).

In addition, Lessee shall pay the Basic Rental
Payment applicable to such Unit on the date on which Lessee pays
the Stipulated Loss Value of such Unit, as provided in this sub-
section 3.5.2, whereupon Lessee's obligations to pay the same
shall terminate.

3.5.3 Disposition of Insurance and Other Proceeds.

The proceeds of insurance or of any confiscatibn, condemnation or
other taking in respect of a Unit as to which an Event of Loss
has occurred shall be paid to and retained by Lessor; provided,
-however, Lessee shall be entitled to reimbursement, from the in-
surance or condemnation proceeds only, in an amount equal to the
amount of the Stipulated Loss Value actually paid to Lessor in

accordance with Section 3.5.2 hereof. The proceeds of insurance
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in respect to damage to a Unit, the repair of which is practicable
shall be paid to Lessor and, unless an Event of Default heréunder
has occurred and is continuing, shall be applied either éo such
repair or to the reimbursement of Leésee for the cost of such
repair, at the election of Lessee, after such repair has been
made and such Unit has been restored in good operatiﬁg condition.
3.6 Insurance

3.6.1 Coverage. At its own expense, Lessee shall
maintain physical damage insurance on the equipment against fire,
collision, and such other perils and in such amounts as Lessee
maintains on similar egquipment (whether owned or leased by Lessee)
and as are usually carried by major Class I Railroads (as defined
by the rules and regulations of the interstate Commerce Commission
and by the American Association of Railroads) showing Lessor as
loss payee and additional insured as the case may be. Further, at
its own expense, Lessee shall maintain insurance protecting the
interests of both Lessor and Lessee against liability for property
damage to third persons and personal injury or death arising out
of the maintenancé, use, opefation or ownership of thé Equipment,
in such amounts as Lessee maintains on similar equipment (whether
owned or ieased by Lessee) and as are usually carried by Class I
Railroads (as defined by the rules and regulations of the Interstafe
Commerce Commission and by the American Association of Railroads)

showing Lessor as loss payee or additional insured as the case

may be.
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3.6.2 Policy Provisions. Lessee shall cause each

insurance policy issued pursuant to the requirements of sub;
section 3.6.1 hereof to provide, and the insurer issuing';uch
policy to certify to Lessor, that (i) Lessor, as owner and Lessor
of the Equipment, is loss payee or an additional insured there-
under depending upon whether the policy in question is a casualty
policy or a liability policy, (ii) all provisions of such policy,
except the limits of liébility, will operate in the same manner
as if there were a separate policy covering each insured and
(iii) if such policy be cancelled or materially changed for any
reason whatsoever such insurer will promptly notify Lessor and
such cancellation or change will rniot be effective for thirty (30)

days after notice to Lessor.

3.6.3 Delivery of Policies and Receipts for

Premiums. Lessee shall deliver to Lessor copies of each such
insurance policy (or a certificate of insurance relating thereto)
-upon or prior to the execution hereof and copies of each renewal
policy (or a certificate or other evidence of insurance relating
thereto) prior to the expiration of the original policy or pre-
ceding renewal policy, as the case may be (provided, however,
that Lessee shall notify Lessor in writing of the status of such
insurance thirty (30) days prior to the expiration thereof in the
event that it has not then delivered to Lessor a renewal policy,

or a certificate or other evidence of insurance relating thereto),
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and Lessee shall deliver to Lessor receipts or other evidence
that the premiums thereon have been paid if reasonably requested
by Lessor. -

3.7 Indemnity. Except as othefwise specifiéally set
forth herein, Lessee agrees to indemnify and hold harmless Lessor
from and against any and all liabilities, obligations, expenses,
claims (including claims for negligence or strict liability in
tort), losses, costs, disbursements (including legal fees and
expenses), actions, suits, judgments, penalties, damages of
whatsoever kind ana nature (hereinafter referred to individually
as "Indemnity"” and collectively as "Indemnities") imposed on,
incurred by or asserted against Lessor or any successors or
assigns thereof, in any way relating to or arising out éf this
Lease or arising out of any of the letters, other.agreements or
instruments executed in connection herewith, including, but not
limited to:

(i) the manufacture, purchase, delivery, non-delivery,
acceptance or rejec#ion, ownership, management, lease, control,
possession, use, operation, maintenance, repair, replacement,
storage, condition (whether defects are latent or discoverable by
Lessor or Lessee), sale, return or other disposition, of the
Equipment, or any part thereof,

(ii) the use in or about the‘construction or operation

of the Equipment of any design, article, or material which in-
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fringes or is claimed to infringe on any patent, trademark,
copyright or other right, or |

(iii) the failure of Lessee to observe and conform to
the statutes, ordinances or other regulations or requiréments of
any governmental authority applicable or relating to the‘Equipf
ment, except for any Indemnities arising out of the gross negli-
gence or willful misconduct of Lessor.

The covenant of indemnity contained in this Section 3.7
shall céntinue in full force and effect notwithstanding the full
payment of all amounts due hereunder or the termination of this
Lease in any manner whatsoever.

The Lessee's obligations under the Indemhities provided
for in this Lease shall be those of a primary obligor regardless
of whether the Lessor shall also be indemnified with respect to
the same matter under the terms of any other document or instru-
ment, and the Lessor may proceed directly against the Lessee
withoﬁt first seeking to enforce any other right of indemnifica-
tion. Upon the payment in fuil by the Lessee of any Indemnity
provided for under this Lease, the Lessee shall be subrogated to
any right of the Lessor in respect of the matter as to which such
Indemnity was paid.

3.8 Inspection. Lessee shall permit any person desig-

nated by Lessor, at Lessor's expense and at its option, to visit

and inspect the Equipment, or any part thereof, and any records
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pertaining to the use and maintenance thereof, at such reasonable

times and places and as often as Lessor may reasonably'request.

-

3.9 Possession; Assignment; Pledge. Lessee shall not,

without the prior written consent of Lessor:

, (a) sublease, hire out or otherwise transfer or
part with the poséession, control or custody of the équipment, or
any part thereof;

(b) assign this Lease or its interests hereunder;
or ”

(c) create, incur or suffer to exist any mort-
gage, pledge, lien, security interest, encumbrance or charge on,
or adverse claim with respect to, the Equipment, or any part
thereof, or its interest therein.

3.10 Identification. Lessee shall, at its own cost

and expense, cause each Unit to be legibly marked in a reasonably
prominent location 6n each side thereof, in letters not less than
one inch in height, the words "Owned by Pittsburgh National
Leasing Corp., and leased to Consolidated Rail éorporation under
Lease filed pursuant to Section 11303 of the Interstate Commerce
Act". Lessee shall not remove 6r deface, or permit to be removed
or defaced, any such marking or the identifying Vendor's serial
number, or the Lessee's serial number (which serial numbers are
more fully set forth in Schedule A hereto) with respect to such

Unit, and, in the event of any such removal or defacement, Lessee
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shall promptly cause such marking or serial numbers to be re-
placed. Lessee shall not allow the name of any person,ﬁassoéi—
ation or corporation to be placed on any Unit in any manﬂer that
might be interpreted as a claim or ownership; provided? however,
that Lessee may cause the Equipment to be lettered with the names
or initials or other insignia customarily used by Leésee on equip-
ment used by it of the same or a similar type as the Equipment

for convenience of identification.

3.11 Egquipment to be Personal Property. It is ex-

pressly understood that all the Equipment shall be and remain
personal property and Lessee shall do all acts and enter into all
agreements necessary to insure that the Equipment remains per-
sonal property.

3.12 Financial and Other Statements.,

3.12.1 PFinancial Statements., Lessee shall furn-

ish to Lessor so long as this Lease shall continue in effect:

(a) as soon as available, and in any event within
120 days after the end of each fiscal year of Lessee,'copies.of
Form R-1 filed with the Interstate Commerce Commission, (or any
other Eomparable report substituted therefor which includes
certified financial information);

(b) as soon as available, énd in any event within
45 days‘after the end of each of the first three quarterly‘periods

in each fiscal year of Lessee, copies of the Quarterly Report of
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Revenue, Expenses & Income-Railroads, and Condensed Balance
Sheet-Railroads, of Lessee to the Interstate Commerce Commission
for such quarterly period (or any other comparable reporirsubsﬁi-
tuted therefor); | .

(c) within sixty (60) days after thevend of the
first half of each of its fiscal years, its balance éheet as of
4the end of such half, in the same detail as heretofore furnished
to Lessor and certified by the principal financial officer of
‘Lessee as having been prepared in accordance with accounting
principles consistent with those reflected in its audited finan-
"cial statements and as to the truth, accuracy and completeness of
the information contained therein;

(d) within one hundred twenty (120) days after
the end of each of its fiscal years, a complete conformed copy of
an executed report of an examination of its financial affairs
made by recognized and reputable certified public accountants,
such report to include a balance sheet and a statement of profit
and loss for such year in the séme detail as hereintofore furn-
ished to Lessor and an unqualified opinion to the effect that
such balance sheet and statement of profit and loss fairly repre-
sent the financial condition of‘Lessee and the results of its
operations in conformance with generally accepted accounting
principles applied on a consistent basis, except as may be de-

scribed in such opinion;
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(e) annually, within sixty (60) days after the
Lessee's Five Year Business Plan has been submitted £0‘the United
States Railway Association a summary thereof generéily made
available to the public; and

(f) with reasonable promptness, such other fin-
ancial data as may from time to time be reasonably reduested by
Lessor,

Any financial statement furnished pursuant to this
Section 3.12.1 may be a consolidated statement (i.e., consolidate
the financial information with respect to Lessee with that of its

consolidated subsidiaries, if any).

IV. DEFAULT AND REMEDIES

4.1 Events of Default. The occurrence of any of the

following shall constitute an Event of Default hereunder:

4.1.1 Default in Payment. Lessee shall fail to

pay all or any part of a Rental Payment or other payment here-
under when and as the same shall become due and payab;e, and
shall continue to fail to do so for a period of five (5) business
days thereafter.

4.1.2 Breach of Warranty. Any representation or

warranty made in this Lease, or in any report, certificate,
financial statement or other written statement furnished pursuant

to the provisions of this Lease, shall proVe to have been false
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or misleading in any material respect as of the date on which the
same was made.

4.1.3 Breach of Covenant. Lessee shall fail to

duly observe or perform any covenant, condition of'agreement made
by it hereunder and shall continue to fail to observe or perform
the same for a period of thirty (30) days after writﬁen notice
thereof by Lessor to Lessee.

4.1.4 Bankruptcy, Receivership, Insolvency, etc.

A petition for reorganization under Section 77 of the Bankruptcy
Act, or Subchapter IV of Chapter 11 of Title 11 of the United
States Code to become effective Octobér 1, 1979 as now consti-
tuted or hereafter amended, shall be filed by or against the
Lesseé and all the obligations of Lessee under this Lease shall
not have been duly assumed by a trustee or trustees appointed in
such proceedings and all then existing defaults cured within
sixty (60) days aftef such petition shall have been filed; or any .
proceedings shall be commenced by or against Lessee under any
insolvency law, or laws relafing to the relief of.debtors, re-’
adjustments of indebtedness, reorganizations, arrangements,
compositions or extensions (other than a law which does not
permit any reqdjustment of the indebtedness payable hereunder),
and all the obligations of Lessee under this Lease shall not have
been duly assumed by a trustee or trustees or-receiver or re-

ceivers appointed for Lessee or for its property in connection

-29-



with any such proceedings or otherwise given the same status as
obligations assumed by such a trustee or trustees ¢r receiver or
receivers, within thirty (30) days after such appoigtment, if
any, or sixty (60) days after such proceedings shail have been
commenced, whichever shall be earlier. | N

4,2 Remedies. If an Event of Default heréunder shall

occur and be continuing, Lessor may exercise any one or more of

the following remedies:

. 4,2.1 Termination of Agreement. Terminate this
Lease and Lessee's rights hereunder.

4.2.2 Specific Performance or Damages. Proceed,

by appropriate court action or actions either at law or in equity,
to enforce perforhance by Lessee of the applicable covenants of
this Lease or to cause Lessee to pay to Lessor an amount equal to
the applicable Stipulated Loss Value and the Basic Rental Payment
then due, not as a penalty but for loss of a bargain.

, 4.2.3 Repossession. Subject always to,ahy man-

datory requirements of applicable law then in effect Lessor may}
(a) personally, or by agents or attorneys, retake
possession of the Equipment, or any Unit, from Lessee {(and any
items in or on the.Equipment at\the time of repossession, wherever
such items may be, which items shall be held in storage for
Lessor, at Lessee's risk and expense, without liability on the

part of Lessor), with or without notice of hearing or other

-
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process of law, without liability to return to Lessee any Rental
Payment or other payments theretofore made and ffeé from all
claims made by Lessee, and for that purpose Lessor ﬁay-enter upon
Lessee's premises where any of the Equipment is loééted, remove
the same without liability for suit, action or proceéding by
Lessee and use, in connection with such removal, any“and all
services, supplies, aids and other facilities of Léssee;’or

(b) retake possession of the Equipment, or any
Unit thereof, without liability to return to Lessee any kental
Payment or other payments theretofore made and free from all
claims by Lessee, by directing Lessee in writing to assemble the
Equipment and deliver the same to Lessor, at Lessor's option, at
Pittsburgh, Pennsylvania, Chicago, Illinois, the Potomac Yards,
Alexandria, Virginia or at such other place on Lessee's lines as
Lessor reasonably designates, in which event Lessee shall at its
own risk and expense forthwith cause the same to be moved to the
place so designated and there delivered to Lessor; it being
understood (i) that Lessee's obligations so to deliver the Equib—
ment are of the essence of this Lease and that, accordingly, upon
application to a court of equity héving jurisdiction, Lessor
shall be entitled to a decree requiring specific performance by
Lessee of such obligations; and (ii) that Lessor may, without
charge, éending further action by Lessor as hereinafter in this

Article IV provided, keep any of the Equipment reposséssed by
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Lessor pursuant to this clause on storage tracks of Lessee as
Lessor may designate in or near Pittsburgh, Pennsylﬁania,
Chicago, Illinois, Alexandfia, Virginia or such oghér reasonably
designated location for a period not exceeding 180 -days. The
Units shall be delivered in the condition in which they are_
required to be maintained by Lessee under Section 3.3 hereof,
shall bé maintained by Lessee, at its own risk and éxpenée, in
such condition during the period of storage provided for in this
Section 4.2.3, shall be insured by Lessee at its own cost and
expense in acccrdance with Section 3.6‘hereof and, at the time of
such repossession and during such period of storage, shall be
kept free and clear of all liens, charges, security interest and
encumbrances in accordance with Section 3.9 hereof. During any
such storage period, Lessor or any person designated by it,
including the authorized representative or repfesentatives of any
prospective purchaser or lessee of the Units, may inspect the

v

same; provided, however, that Lessee shall not be liab}e, except

in the case of negligence of Lessee or of its empioyees or agents,
for any injury to, or the death of, any person exercising, either
on behalf of Lessor or any prospective purchaser, thé_right of
inspection granted under this sentence.

4.2.4 Other. Exercise any other remedy specifi-
cally granted hereunder or now or hereafter existing in equity or

at law, by virtue of statute or otherwise.
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4.3 Disposition of Equipment. In the event Lessor
repossesses the Equipment, Lessor thereafter may (é) lease the
Equipment, or any portion thereof, in such manner,'%or such time
and upon such terms as Lessor may determine, or (bj,sell the
Equipment, or 'any portion thereof, at one or more public or-
private sales, in such manner at such time or times énd upon such
terms as Lessor may determine. .

4.3.1 Lease. In the event that Lessor shall
enter into a lease or leases of any'Units, the present value of
the rentals received by Lessor in connection therewith for the
Remaining Lease Term (as such term is hereinafter defined)

respectively applicable to such Units shall be applied to the
‘payment of (i) any and all expenses and fees (inciuding reason-
able attorneys' fees) incurred by Lessor in retaking possession
of, and removing, storing and leasing such Units, (ii) the costs
and expenses incurred by Lessor in repairing the same, (iii) the
present value of the Rental Payments then remainipg unpaid under
this Lease, and (iv) any and all other sums then owing to Lessor
by Lessee hereﬁnder. The remaining balance of such rentals, if
any, and the rentals received by Lessor under any leaée of any
such Unit for the period commencing after the expiration of the
Remaining Lease Term applicable to such Unit, shall be retéined
by Lessor. Lessee shall remain liable to Lessor to the ektent

that the aggregate amount of the sums referred to in clauses (i)

-33-



through (iv) above shall exceed the aggregate present value of
the rentals to be received by Leséor under such leases for the
respective Remaining Lease Term applicable to the Uﬁits covered
by such leases. The Remaining Lease Term with respect to any
- Unit shall mean the period ending on the date on which theVQasic
Term of Lease or Extended Lease Term, whichever is applicable, of
such Unit under this Lease would have terminated if an ﬁVent of
Default hereunder had not occurred. Fbr‘purposes hereof "present
value" shall be.determined by diséounting rental payments by a
six (6%) percent per annum discount rate computed at the same
frequency as rental payments would have been made hereunder.
4.3.2 Sale. 1In the evént that Lessor shall sell
or otherwise dispose of (other than pursuant to a lease) any
Unit, the proceeds shall be applied to the payment of (i) any and
all expenses and fees (including reasonable attorneys' fees)
incurred by Lessor in retaking possession of, and removing,
storing and selling or otherwise disposing of such Unit, (ii) the
costs and expenses incurred by Lessor in repairing the same,
(iii) the Rental Payments accured under this Lease bﬁt unpaid
‘together with interest thereon at a rate equal to twelve percent
(12%) per annum from the date such Rental Payments are due here-
under, to the time of such sale or other disposition, (iv) any
and all other sums (other than Rental Payments) then owing to

Lessor by Lessee hereunder and (v) the Stipulated Loss Value of
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the Equipment determined as of the date of such sale or other
disposition in accordance with Schedule B attached. hereto. The
remaining balance of such proceeds, if any, shall bé retained by
Lessor., Lessee shall remain liable to Lessor to the_extent that
the aggregate amount of the sums referred to in clauses (i)
through (v) above shall exceed the aggregate proceeds received by
Lessor in connection with the sale or disposition of tﬁe'Equip-

ment.

V. RENEWAL OPTION - PURCHASE OPTION: RETURN OF EQUIPMENT

5.1 Renewal Option. So long as this Lease has not

been either earlier terminated or no Event of Default (or event
which would constitute an Event of Default but for the lapse of
time or the giving of notice or both) shall have occurred and be
continuing, the Lessee, by written notice delivered to the Lessor
not less than six months prior to the end of the Base Term of
Leése or the first extension of the Base Term of Lease_as'here-
inafter provided, as the case may be, may elect £6 extend the
Base Term of Lease in respect of all but not fewer thén all of
the Units then covered by this Lease, for an additional one-year
period commencing on the scheduled expiration of the original
Base Term of Lease or the first extended Base Term of Lease, as
the case may be, at a "Fair Market Rental" payable in monthly

payments on the first of each month, in arrears, in the year of
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s
such extended term. That is, this Lease may be extended for one
one year term at the end of the original Base Term:of Lease and

an additional one year term at the end of the initiél one year
extension. Except for the "Fair Market Rental" as determined
below and the duration of the Lease as set forth'heréin all of

the terms and conditions set forth in this Lease shail apply
during any extension. ‘

Fair Market Rental shall be determined on the basis of,
and shall be equal in amount to, the rental which would be obtain-
able in an arm's length transaction between an informed and
willing lessee (other than a lessee currently in possession) and
an informed and willing lessor under no compulsion to leaée and,
in such determination, costs of removal from the location of
current use shall not be a deduction from such rental. 1If, after
20 days from the giving of notice by the Lessee of the Lessee's
election to extend the term of this Lease, the Lessor and the
Lessee are unable to agree upon a determination of the. Fair
Market Rental of the Units, such réntal shall be determined in
accordance with the foregoing definition by the following pro-
cedure: If either party to such determination shall have given
written notice, which shall be given within twenty-fiye (25) days
of the giving of notice by Lessee to extend, to the other request-
ing determination of such value by this appraisal procedure, the

parties shall consult for the purpose of appointing a qualified
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independent appraiser by mutual agreement. If no such appraiser
is so appointed within 10 days after such notice reqﬁesting
determinétion is given, each party shall appoint'ah‘independent
appraiser within 15 days after such notice is given, and the two
appraisers so appointed shall within 25 days after such notice is
given appoint a third independent appraiser. If no such third
appraiser is appointed within 25 days after such notice is given,
either party may apply, to make such appointment, to the American
Arbitration Association, and both parties shall be bound by any
appointment so made. Any appraiser or appraisers appointed
pursuant to the foregoing procedure shall be instructed to
determine the Fair Market Rental of the Units subject to the
proposed extended term within 70 days after his or their
appointment. If the parties shall have appointed a single
appraiser or if either party shall have failed to appoint an
appraiser, the determination of Fair Market Rental of the single
appraiser appointed shall be final. If three appraisers shall be
appointed, the determination of the appraiser whiéh differs most
from the other two appraisers shall be exéluded, the rémaining
two determinations shall be averaged and such latter average
shall be final and binding upon the parties hereto as the Fair
Market Rental. The appraisal proceedings shall be conducted in
accordance with the Commercial Arbitration Rules of the American

Arbitration Association as in effect on the date hereof, except
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independent appraiser by mutual agreement. If no such appraiser
is'so appointed within 10 days after such notice :équeSting
determination is given, each party shall appoint an\independent
appraiser within 15 days after such notice is giveﬁ, and the two
appraisers so appointed shall within 25 days after such notice is
given appoint a third independent appraiser. If no éuch third
appraiser is appointed within 25 days after such ﬁotice is given,
either party may apply, to make such appointment, to the American
Arbitration Association, and both parties shall be bound by any
appointment so made. Any appraiser or appraisers appointed |
pursuant to the foregoing procedure shall be instructed to
determine the Fair Market Rental of the Units subjeét to'the
proposed extended term within 70 days after his or their
appointment. If the parties shall have appointed a single
appraiser or if either party shall have failed to appoint an
appraiser, the determination of Fair Market Rental of the single
appraiser appointed shall be fingl. If three appraisers shall be
appointed, the determination of £he,appraiser.which differs most
from the other two appraisers shall be excluded, the remaining'
two determinations shall be averaggd and such latter average
shall be final and binding upon the parties hereto as the Fair
Market Rental. The appraisal proceedings shall be conducted in
accordance with the Commercial Arbitration Rules of the American

Arbitration Association as in effect on the date hereof, except
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as modified hereby. The provision for this appraisal procedure
shall be the exclusive means of determining Fair Market Rental
and shall be in lieu of any judicial or other pr§ceaure fér the
determination thereof, and each party hereto hereby consents and
agrees not to assert any judicial or other procedureé. The
expenses of the appraisal shall be borne by the Lessee,

5.2 Purchase Option. So long as this Lease has not

been either earlier terminated or no Event of Default (or event
which would constitute an Event of Default but for the lapée‘of
time or the giving of notice or both) shall have occurred and be
continuing, the Lessee, by written notice delivered to the Lessor
not less than six months prior to the end of the Base Term of
Lease or either extension of the Base Term oflLease may elect to
purchase all but not fewer than all of the Units then covered by
this Lease, AS IS, WHERE IS, at "Fair Market Value".

Fair Market Value shall be determined on the_basis of,
and shall be equal to, the sales price which wouldlbe obtainable
in an arm's length transaction between an informed and willing
buyer (other than the lessee currently in possession) and an
informed and willing seller under no compulsion to sell, and, in
such determination, costs of removal from the location of current.
use shall not be a deduction.from such price. The mechanics for
determining fair market value shall be the same as those set |
forth in Section 5.1 hereof for the determination of fair market

rental wvalue.
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5.3 Return of Equipment. As soon as practicable on or

after the expiration of this Lease, other than puréuant to Article
IV hereof, Lessee will, at its own risk and expenSe; at the
request of Lessor, deliver the Units to Lessor upon such storage
tracks of Lessee as Lessor may reasonably designate, or, in the
absence of such designation, as Lessee may select, and store the
Units on such tracks for a period not exceeding‘leo days and
cause the same to be delivered, and from time to time relocated,
at ény time witﬁin such 180-day period, to any reasonable place
on Lessee's tracks directed by Lessor. The Units shall be re-
turned in the condition in which they are required to be main-
tained by Lessee ﬁnder Section 3.3 hereof, shall behmaintained by
Lessee, at its own cost and expense, in such condition during the
pefiod of storage provided for in this Section 5.3, shall be
insured by Lessee at its own cost and expense during the period
of storage in accordance with Section 3.6 herebf and, at the time
of such return and during such period of storage, shéll be kept
free and clear éf all liens, charges, security interest and
encumbrances in accordance with Section 3.9 hereof. The movement
and storage of the Units shall be at the expense and risk of
Lessee. During any such storage period, Lessor or any person
designated by it, includiﬁg the authorized representative or
representatives of any prospective purchaser or lessee of the

Units, may inspect the same; provided, however, that Lessee shall
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not be liable, except in the case of negligence of Lessee or of
its employees or agents, for any injury to, or the\death of, any
person exercising, either on behalf of Lessor or an§ prospective
purchaser, the right of inspectionAgranted under this sentence.
The assembling, delivery, storage, maintenance, insufing and
transporting of the Units as in this Section 5.3 provided are of
the essence of this Lease, and,.upon applicatioﬂ to any court of
equity having jurisdiction in the preﬁises, Lessor shall be

entitled to a decree against Lessee requiring specific perform-

ance of the same.

VI. MISCELLANEOQOUS

6.1 Recording. Lessee, at its own expense, will cause
this Lease and any amendments or supplements hereto, and any
assignments hereof, to be filed and recorded in accordance with
Section 11303 of the Interstate Commerce Act. Lessee will from
time to time do and perform any other act and will execuge,
acknowledge, deliver, file, register, deposit and record'(and
will re-file, re-register, re-deposit of re-record whenever
required) any and all furthef instrﬁments, including Uniform
Commercial Code financing and continuation statements, required
by law or reésonably requested by Lessor for the purpose of
proper protection, to its satisfaction, of Lessor's interests in

the Units, or for the purpose of carrying out the intention of
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and its rights under this Lease; and Lessee will promptly furnish
to Lessor evidence of all such filing, registering,.depositing
and recording and an opinion of counsel for Lesseé with respect
thereto satisfactory to Lessor. This Lease shall be filed and
recorded with the Interstate Commerce Commission pfior to fhe
intended Delivery Date of any Unit.

6.2 Performance of Lessee's Obligations. If Lessee

shall fail to make payment or perfnrm any act required by this
Lease, Lessor méy, but shall not be obligated to, make such pay-
ment or perform such act for the account of and at the expense of
Lessee, without notice to or demand upon Lessee and without
waiving or releasing any obligation or default. Lessee shall in-
demnify and hold harmless Lessor from and against all losses and
expenses (including, but not limited to, the fees of Lessor's
counsel) suffered or incurred by Lessor by reason of any acts
performed by Lessor pursuant to this Section 6.2; and Lessee
shall pay to Lessor, upon demand, all sums expended by Lessor
pursuant to this Section 6.2 or with respect to which it.shall be
entitled to be indemnified, plus interest thereon, at the rate of
twelve per cent (12%) per annum, from the date on which such sums
are expended by Lessor to the date on which Lessee pays the same
to Lessor.

6.3 Further Assurances. Lessee agrees that at any

time and from time to time, after the execution and delivery of
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'~ this Lease, it shall, upon request of Lessor, execute and deliver
_such further documents and do such further acts apd~thing§ as
Lessor may reasonably request in order fully to effect the pur-
poses of this Lease, including but not limited to, any and all
information necessary to enable Lessor to properly-completé and
file tax returns for any and all states or political subdivisions
thereof.

6.4 Federal Income Tax Indemnification.

(a) The Lease is being entered into by the Lessor on
the assumptions that (A) the Lessor will be entitled to such
deductions, credits and other benefits as are provided by the
Internal Revenue Code of 1954, as amended to the date hereof
(hereinafter called the "Code"), to an owner and lessor of such
property, including, without limitation (1) the maximum depre-
ciation deduction allowable with respect to the EQuipment auth-
orized under Section 167 of the Code (hereinafter called the
"Depreciation Deduction"), (a) utilizing a 9-year depreciable
life, (b) employing initially the 200% declining-balance method
of depreciation with a change, not requiring the consent of the
Commissioner of Internal Revenue, to the sum of the years-digits'
method of depreciation when most beneficial to the Lessor, (c)
utilizing the modified half-year convention, (d) including in the

'basis of the Equipment an amount that is not less than the

Original Cost (hereinafter called the "Basis"), and (e) taking
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into account a saivage value, after the reduction allowed by
Section 167(f) of the Code, of zero; (2) an investmgpt‘credit\
that is not less than 10% of the Basis of the Equipment (herein-
after called the "Investment Credit"), pursuant to Section 38 and
related sections of the Code; (B) the Lessor will be entitled to \
treat each item of income and deduction as being attributable to
sources within the United States (hereinafter called "U.S. Source
Items"); and (C) the Lessor will realize no gross income from the
Lease of the Eqﬁipment to the Lessee during the term of the
Lease, except amounts payable to the Lessor under said Lease'
(unleés offset by a corresponding deduction in the same taxable
year (hereinafter called "Items of Non-Inclusion").

The Lessee agrees and represents that neither it nor
any corporation controlled by it, in control of it, or under
common control with it, directly or indirectly, will at any time
take any action or file any returns or other documents incon-
sistept with the foregoing, and that each such corporation will
file such returns, take such action and execute such documents as
may be reasonable and necessary to faciiitate accomplishment of
the intent hereof. The Lessee will keep and make available for

inspection and copying upon reasonable demand by the Lessor such

. records as will enable the Lessor to determine whether it is

entitled (A) to the full benefit of the Depreciation Deduction,
the Investment Credit and the Items of Non-Inclusion, and (B) to

treat items of income and deduction as being U. S. Source Items.
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(b) The Lessee represents and warrants as follows:

(i) each Unit will, at the t;pe it is purchased
by the Lessor under the £erms of this Lease; cdggist only of new
tangible personal property, within the meaning of Section 167 of
the Code and shall constitute "new section 38 property” within
the meaning of Section 48(b) of the Code, and at all times during
the term of the Lease the Equipment willlconstitﬁte "section 38
property" within the meaning of Section 48(a) of the Code;

tii) the Equipment (A) shall not have been placed
in service by the Lessee or any other person prior to its delivery
to the Lessor and the original use of each Unit shall not have
commenced prior to the delivery of the Equipment. to the Lessor,
and (B) upon delivery, shall be equipment of a domestic railroad
corporation subject to Part I of the Interstate Commerce Act; and

(iii) all information supplied by the Lessee in
writing to the Lessor, or any independent apprai;er or engineer
with respect to the description, nature, function, testing and
cost of the Equipmeht, inclgding, but not limited to, facts re-
lating to its intended use, economic life and residual value,
was, to the bést knowledge of the Lessee, complete énd accurate
at the time given.

(c) If as the direct or indirect result of () a

breach by the Lessee or any affiliate, agent or employee of the

Lessee of any representation, warranty, covenant or agreement
+
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made by the Lessee in clause (i), (ii) or (iii) of sqbparagraph
(b) above, (B) any action (including the use or location of any
Unit outside the United States) or a failure to take any action
by the Lessee or any affiliate, agent or employee of the Lessee,
(C) any incomplete, incorrect or inaccurate information being
furnished by the Lessee or any affiliate, agent or employee of
the Lessee, including but not limited to any misstatement, omis-
sion of informa;ion, or defect of any writfén statemeni, opinion,
report or appraisal furnished by the Lessee or an employee or
agent of the Lessee to the Lessor or the Internal Revenue Service
with respect to the nature, function, cost, useful life, residual
value or actual or intended use of the Equipment, or (D) any fact
with respect to the nature, function, cost, useful life, residual
value or intended use of the Equipment stated or represented by
the Lessee, or any affiliate, agent or employee of the Lessee as
a fact and not an opinion or estimate, being determined to be
incorrect or untrue by the Lessor or the Internal Revenue
Sefvice, the Lessor shall not have, or shal; lose the right to
claim, or shall shffer a disallowance of, or sﬁall be required to
recapture (any such event being hereinafter called a "Loss"), all
or any portion of the Investment Credit, or the Depreciation
Deduction or any item of income or deduction shall not be treated
as a U. S. Source Item, or the Lessor shall be required to take

into income any Items of Non-Inclusion (a Loss, the failure of
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any item of income or deducti&n to be treated as a U. S. Source
Item or the inclusion in income of an Item of Non-Inclusion is
hereinafter called a "Loss of Benefits"), then in any such case
the Lessee shall pay to the Lessor on each Base Rental Payment
date specified under the Lease on and after written notice to the
Lessee by the Lessor that there has been a Loss of Benefit by the
Lessor, such additional amount, as in the reasonable opinion of
the ﬁessor, will cause the net after-tax yield and aftéf-tax cash
flow of the Lessor under the Lease to equal the net after-tax
yield and after-tax cash flow (computed on the same assumptions
as utilized by the Lessor in originally evaluating this trans-
action) that would have been available if there had been no Loss
of Benefit and the Lessee shall forthwith pay to the Lessor the
amount of any interest or penalty or interest and penalty which
may be assessed (or which would have been assessed if there had
been no other items involved in the proceedings or determinations
in which the Loss of Benefits occurred) by the United States
against the Lessor attributable to the Loss of Benefits;

provided, however, that such additional amounts and the amount of

any interest or penalty or interest and penalty will not be paid
to the extent that there shall have been a Loss of Benefits as a
direct or indirect result of the occurrence of any one or more of.
"the following events: (i) a disqualifying disposition due to the

sale of any Unit or a sale of the Lease thereof by the Lessor,
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provided an Event of Default shall not have occurred and be
continuing more than five (5) days after written notice from the
Lessor to the Lessee of an intended disposition, 6r (ii) a fail-
ure of the Lessor to timeiy or properly claim the investment
Credit or Depreciation Deduction in the federal tax return of the
Lessor, or (iii) a disqualifyiﬁg change in the nature of the
Lessor's business or the liquidation thereof, or (iv) a fore-
closure Ly any person holding through the Lessor of a iien on any
Unit, which foréclosure is not the result of an Event of Default
under the Léase, or (v) any event which'by the terms of the Lease
requires payment by the Lessee of the Stipulated Loss Value and
said Value is thereafter actually paid by the Lessee, to the
extent that the amount of such payment takes into accébunt the
Loss of Benefits which would be indemnifiable by the Lessee
pursuant to this Section 6.4, or.(vi) the failure of the Lessor.
to have sufficient liability for tax against which to apply such
Depreciation Deduction or Investment Credit.

(d) In the event that the Lessee is required to pay to
the Lessor additional amounts under this Section 6.4, the.Lessee
shall also pay to the Lessor on the date of payment‘of any Stipu-
lated Value set forth in~Section 3.5.2 of the Lease such_amdunts
(if any) as may be necessary to provide the Lessor with the same
after-tax yield and after-tax cash flow as it would have received
if there had been no Loss of Benefits of Additional Expenditure

giving rise to an indemnity under this Section 6.4.
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(e} 1In the event and to the extent that the cost of
any improvement and/or addition to any Unit or any e#penditure by
the Lessee in respect of any Unit or the Leasé made by the Lessee
under and pursuant to the terms of the Lease or otherwise, is
required to be included in the gross income of the Lessor for
Federal income tax purposes at any time prior to the time such
Unit is disposed of in a taxable transaction (hereinafter called
"Additional Expenditures“),‘then the Lessee shall pay to the
Lessor on the néxt and each succeeding Base Rental Payment date
after the date on which the Lessee is required to furnish written
notice thereof to the Lessor pursuant to subparagraph (f) below
after said inclusion in the Lessor's gross income is required,
such amount or amounts as shall, in the reasonable opinion of the
Lessor, after taking into account any present or future tax
benefits that the Lessor reasonably anticipates it will derive
from its additional investment in the Equipment by reason of said
inclusion (including without limitation any current deductions,
future depreciation deductions and investment tax credit), cause
the Lessor's net after-tax yield and after-tax cash flow under
the Lease (calculated on the same basis as used by the Lessor in
originally evaluating this transaction) to equal the net
after-tax yield and after-tax cash flow that would have been
realized by the Lessor if the cost of such Additional Expendi-

tures had not been ihcludible in the Lessor's gross income.
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(f) The Lessee agrees that, within 30 days after the
close of any calendar year, or in the event the Lessor gives the
Lessee written notice that the Lessor's taxable year closes oﬁ a
date specified therein other than December 31, within 30 days
after said date (said year hereinafter called the "Lessor's
Taxable Year") in which a capital expenditure is made with re-
spect to any Unit which would constitute an Additional Expendi-
ture if such capital expenditure were reguired to be included in
the gross income of the Lessor for Federal income tax purposes,
the Lessee will give written notice thereof to the Lessor des-
cribing such Additional Expenditures in reasonable detail and
épecifying the cost thereof with respect to each Unit. 1In addi-
tion, the Lessee shall, within 60 days after the close of the
Lessor's Taxable Year within which any Unit has been located

outside the United States for more than a de minimus period, or

within 60 days after receipt by the Lessee of a written.request
by the Lessor for information regarding the location of any Unit
during any periods falling within the term of the Lease, provide
the Lessor with a written statement setfing forth the number of
days, and the countries in which, during said Taxable Year or
periods any such Unit was located outside the United States.

(g) In the event that the Lessor shall suffer a Loss
of Benefits the Lessor will take such action in contesting any

claim upon which the Loss of Benefits or the inclusion of the



i

cost of such Additional Expenditures is based as the Lessee shall

reasonably request from time to time; provided, however, that (i)

the Lessee shall notify the Lessor within 30 days’after notice by
the Lessor to the Lessee of such claim that the Lessee requests
that such claim be contested, (ii) the Lessor, at ,its sole option,
may forego any and all administrative appeals, proceedings,
hearings and conferences with the Internal Revenue Service in
respect of contgsting such claim and may, at its sole option,
either pay the tax claimed and sue for a refund in the appro-
priate United States District Court or in the United States Court
of Claims, as the Lessor shall elect, or contest such claim in
the United States Tax Court, considering, however, in good faith
such request as the Lessee shall make concerning the most appro-
priate forum in which to proceed, (iii) the Lessee shall furnish
the Lessor with an opinion of independent tax counsel satisfac-
tory to Lessor, to the effect that a meritorious defense exists
to such claim, (iv) the Lessee shall agree to pay and shall
indemnify the Lessor in a manner satisfactory to the Lessor
against any liability or loss which the Lessor may incur in
connection with contesting such claim, including, without
limitation (A) reasonable attorneys' and accountants' fees and
disbursements, and (B) the amount of any interest, penalty and
other sums which may ultimately be payable as the result of

contesting or seeking the modification of such claim, and (v) the
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Lessee shall furnish reasonable security for such indemnification
as may be requested. In the case of any such claim, the Lessor
agrees to notify tpe Lessee in writing of such cléim and agrees
not to make payment of the tax claimed for at least 30 days after .
the giving of such notice and agrees to cooperate with the Lessee
in order to contest effectively or obtain the modification of any
such claim. Anythiﬁg herein to the contrary notwithstanding, the
Lessor shall have nc obligation to contest any proposed defi-
éiency under this subparagraph (g) if the Lessor waives in writing
its right to indemnification with respect to the Loss of Benefits
or inclusion in income of Additional Expenditures which it other-
wise is required to contest.

(h) The Lessee and the Lessor_ﬁereby agree that (i) in
the event of any legislative change in the combined normal and
surtax rate of 46% imposed by the Code on the Lessor, (ii) such
legislation changes the combined normal and surtax rates for a
taxable year ending before January 1, 1981, then the amount of
each installment of Basic Rental Payment payable under the Lease
after the date such legislation is signed shall be increased or
decreased to that amount which will cause the net after-tax yield
and after-tax cash flow of the Lessor (computed on the same
assumptions as utilized by the Lessor in originally evaluating
this transaction except that all tax rate changes affected by

such legislation shall be taken into account) to be equal to that
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which would have been available to the Lessor if no such change
or changes in the tax rate had occurred.

6.5 Rights, Remedies, Powers. Each and every right,

remedy and power granted to Lessor hereunder shall not be ex-
clusive but shall be cumulative and in addition to any other
right, remedy or power herein specifically granted or now or
hereafter existing in equity, at law, by virtue of/statute or
otherwise and may be exercised by Lessor from time to time
concurrently or.independently and as often and in such order as
"Lessor may deem expedient. Any failure or delay on the part of
Lessor in exercising any such right, remedy or power, or aban-
donment or discontinuance of steps to enforce the same, shall not
operate as a waiver thereof or affect Lessor's right thereafter
to exercise the same, and any single or partial exercise of any
such right, remedy or power shall not preclude any other or
further exercise thereof or the exercise of any other right,
remedy or power. In the event Lesso: shall have proceeded to
enforce any such right, remedy or power and such proceeding shall
have been determined adversely to Lessof, then in sﬁch event
Lessee and Lessor shall be restored to their former positions and
the rights, remedies and powers of Lessor shall continue as if no
such proceeding has been taken.

6.6 Modification, Waiver Consent. Any modification or

waiver of any provision of this Lease, or any consent to any
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departure by Lessee therefrom, shall not be effective in any
event unless the same is in writing and signed by Lessor, and
then such modification, waiver or consent shall be effective only
in the specific instance and for the specific purpose given. Any
notice to or demand on Lessee in any event not specifically
required of Lessor hereunder shall not entitle Lessee to any
other or further notice or demand in the sﬁme,_similar or other
circumstances unless specifically required hereunder.

6.7 Communications. Any notice, request, demand,

consent, approval or other communication provided or permitted
hereunder shall be in writing and be given by personal delivery
or sent by United States first class mail, postage-prepaid,
addressed as follows:
(a) if to Lessor: Pittsburgh National Leasing Corp.
Pittsburgh National Building

Fifth Avenue and Wood Street
Pittsburgh, Pennsylvania 15222

(b) if to Lessee: Consolidated Rail Corporation
Room 1310, Six Penn Center
Philadelphia, Pennsylvania 19104
Attention: Assistant Treasurer -
Financing and Collections
provided, however, that either party may change its address for
purposes of receipt of any such communication by giving ten (10)

days' written notice of such dhanges to the other party in the

manner above prescribed.
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6.8 Section Headings, etc. Section headings are in-

serted for convenience only and shall not affect any construction
or interpretation of this Lease. All references herein to sec-
tions, paragraphs, clauses and other subdivisions refer to the
corresponding sections, paragraphs, clauses and other subdivis-
ions of this Lease; and the words "herein", and "hereof",
"hereby", "hereunder", and words of similar import refer to this
Lease as a whole and not to any particular secticon, paragraph,
clause or other subdivision hereof.

6.9 Governing Law. This Lease shall be deemed to have

been made under and-shall be governed by, the laws of the Common-
wealth of Pennsylvania in all respects, including matters of
construction, validity and performance.

6.10 Holiday Payments. If any payment to be made by

Lessee shall become due on a Saturday, Sunday or business holiday
under the laws of the Commonwealth of Pennsylvania, such payments
shall be made on the next succeeding business day and such exfen-
sion of time shall be included in computing interest in respect
to such payment in accordance with Section 1.4.3 hereof.

6.11 Severability. If any provision of this Lease is

prohibited by, or is unlawful or unenforceable under, any appli-
cable law of any jurisdiction, such provision shall, as to such
jurisdiction, be ineffective to the extent of such prohibition

without invalidating the remaining provisions hereof; provided,
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however, that any such prohibition in any jurisdiction shall not
invalidate such provision in any other jurisdiction;/andvprovided
further, that where the provisions of any such applicable law may
be waived, they hereby are waived by Lessee to the full extent
permitted by law to the end tha£ this Lease shall be deemed to be
a valid and binding agreement in accordance with its terms.

6.12 Lessor's Assignment. Lessor, or any assignee of

Lessor, may at any time, without notice to or consent by Lessee,
sell, assign, transfer or mortgage or otherwise encumber its
interest under this Lease or in the Equipment, in whole or in
part, subject to the terms of this Lease and the rights of Lessee
hereunder, and upon receipt of written notice of any such assign-
ment, Lessee shall fecognize such assignments subject to the
rights of Lessee against Lessor hereunder. No assignment or re-
assignment shall release Lessor from its obligations to Lessee
under this Lease, Zessor agrees to delivery to Lessee a copy of
each agreement evidencing any such sale, assignment, transfer,
mortgage or other encumbrance, or the pqrtion thereof which -
effects compliance with the provisions of this Section 6.12, as
soon as practicable after the execution and delivery thereof.

6.13 Entire Agreement. This Lease contains the entire

agreement between Lessor and Lessee with respect to the subject
matter hereof and supersedes and cancels any prior understandings

and agreements between Lessor and Lessee with respect thereto.



6.14 Binding Effect. This Lease, subject to the pro-
visions of Section 3.9 hereof, shall be binding upon and shall
inure to the benefit of the respective successors and assigns of

Lessee and lLessor.

6.15 Counterparts. This Lease may be executed in
counterparts, and each such counterpart shall, for all purposes,
constitute one agreement binding on the parties hereto, notwith-
standing that both parties are not signatory in the same counter-
part.

6.16 Survival. The representations, warranties,
covenants, indemnities and agreements of the Lessee provided for
in this Lease, and the Lessee's obligations under any and all
thereof, shall survive the delivery of the Equipment and the

expiration or other termination of this Lease.

IN WITNESS WHEREOF, Lessor and Lessee have executed

this EQUIPMENT LEASE AGREEMENT.

PITTSBURGH NATIONAL LEASING CORP.
(Lessor)

’ By ,/fi%ééaﬁ§%>t§;;;<225%/y

CONSOLIDATED RAIL CORPORATION

(Lessee)
A ) DIG‘ANNANTONIO , ,.t,‘:" ss‘istant Treasurer -
ASSISTANT ; SECRETARY ' Flnanc1ng and Collectlons

y'f,\“ . -56-
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SCHEDULE A
TO
Equipment Lease Agreement dated as of May 25, 1979
N between
Pittsburgh National Leasing Corp. (Lessor)
and

Consolidated Rail Corporation (Lessee)

DESCRIPTION OF EQUIPMENT

The Equipment covered by the Equipment Lease Agreement

identified above is as follows:

Unit Original Cost
Quantity Description of Each Unit Total Cost
4 Model HD 28 $ 98,912.50 $395,650.00

Brush Cutter
Lessee's numbers
WC 2060 to 2063

1 ' 10-% Ton Model $ 72,235.00 $ 72,235.00
C-32 Crane with
magnet and % yard
clamshell bucket
Lessee's number
CC 1049

3 Pettibone Model 220 $282,085.00 $846,255.00
RRC 110 ton railroad
rerailing crane
Lessee's numbers
S—BOGgF - S~3063X

1 Marmon Track Yard $149,780.00 $149,780.00
Cleaner
Lessee's number
BT 2406

The aggregate Original Cost of the Units described and set forth
herein is $1,463,920.00.



SCHEDULE B
to
Equipment Lease Agreement dated as of May 25, 1979
between

Pittsburgh National Leasing Corp. (Lessor)

: , and
) Consolidated Rail Corporation (Lessee)

STIPULATED LOSS VALUES

The Stipulated Loss Value of a Unit .of the Equipment covered
by the Equipment Lease Agreement identified above, as of any date,
. shal be an amount egual to the product of (i) the Original Cost
of such Unit (as specified in Schedule A) and (ii) the percentage
indicated below opposite the next succeeding Basic Rental Payment
Date.

Base Rental Base Rental

Payment Date Percentage Payment Date Percentage
10/1/1979 102.01 07/1/1983 70.42
11/1/1979 101.73 08/1/1983 69.61
12/1/1979 101,44 09/1/1983 68.78
01/1/1980 100.62 10/1/1983 67.94
02/1/1980 100.43 11/1/1983 67.10
03/1/1980 100.23 12/1/1983 66.24
04/1/1980 100.03 01/1/1984 65.37
05/1/1980 _ 99.66 02/1/1984 64.49
06/1/1980 99.26 03/1/1984 63.60
07/1/1980 98.85 04/1/1984 62.69
08/1/1980 ‘ 98.42 05/1/1984 ‘ 61.78
09/1/1980 97.99 06/1/1984 54.68
10/1/1980 97.54 07/1/1984 53.75
11/1/1980 97.08 08/1/1984 52.81
12/1/1980 96.61 09/1/1984 51.86
01/1/1981 ‘ 96.13 10/1/1984 50.90
02/1/1981 95.64 11/1/1984 49.93
03/1/1981 95,13 12/1/1984 48.94
04/1/1981 94,61 01/1/1985 47.95
05/1/1981 94.09 02/1/1985 46.95
06/1/1981 93.55 03/1/1985 45.93
07/1/1981 ‘ 93.00 04/1/1985 44,90
08/1/1981 92.44 05/1/1985 43.86

09/1/1981 91.87 06/1/1985 42.81



Base Rental
Payment Date

10/1/1981
11/1/1981
12/1/1981
01/1/1982
02/1/1982
03/1/1982
04/1/1982
05/1/1982
06/1/1982
07/1/1982
08/1/1982
09/1/1982
10/1/1982
11/1/1982
12/1/1982
01/1/1983
02/1/1983
03/1/1983
04/1/1983
05/1/1983
06/1/1983

SCHEDULE B (Continued)

Percentage

Base Rental
Payment Date

91.29
90.70
90.10
89.48
88.86
88.22
87.57
86.92
80.08
79.40
78.71
78.01
77.30
76.58
75.85
75.11
74.35
73.59
72.81
72.02
71.23

07/1/1985
08/1/1985
09/1/1985
10/1/1985
11/1/1985
12/1/1985
01/1/1986
02/1/1986
03/1/1986
04/1/1986
05/1/1986
06/1/1986
07/1/1986
08/1/1986

Percentage

09/1/1986 and

thereafter

41,76
40.70
39.62
38.52
37.44
36.34
35.22
34.09
32.96
32.03
30.65
25.59
22.17
21.02
20.00
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SCHEDULE C

ACCEPTANCE SUPPLEMENT

Reference is made to the Equipment Lease Agreement dated as
of May 25, 1979 between Pittsburgh National Leasing Corp., as
Lessor, and Consolidated Rail Corporation, as Lessee. The terms
used herein shall have the same meaning as such terms have'in
such Equipment Lease Agreement.

The Lessee hereby certifies that the following Units have
been accepted by Lessee for leasing under the Lease, that such
Units have become subject to and governed by the provisions of
the Lease, and £hat Lessee is obligated to pay the rentals and

all other sums provided for in the Lease with respect to such

Units.
Description of Conrail Identify- Manufacturers Unit Purchase
Units ing Numbers Serial Numbers Price
TOTAL PURCHASE PRICE
The Delivery Date in respect of such Units is ¢ 1979.

IN WITNESS WHEREOF, the undersigned has executed this Accept-

ance Supplement as of the Delivery Date set forth above.

CONSOLIDATED RAIL CORPORATION

By
Title
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COMMONWEALTH OF PENNSYLVANIA
SS:

- -

COUNTY OF ALLEGHENY

On this f%ai day of g&gﬂil/ 979, before me

personally appeared Zﬁwﬁﬁrr’ s ¢»977'

to me persong 1y known, who, b/ing by me duly sworn, says that

he 1s€ﬁ’ zﬁSzpi— Pittsburgh National Leasing Corp.,
that fhe seal affixed to the foregoing instrument is the corpor-
ate seal of Pittsburgh National Leasing Corp., and that the fore-
going instrument was signed on behalf of Pittsburgh National
Leasing Corp. by authority of its Articles of Incorporation and
By-Laws, and he acknowledged that the execution of the foregoing
1nstr~m°nt was the free act and -deed of Pittsburgh National
LeaSLng Porp.

: Notary Public

o
(NOTARIAL SEAL) EILEEN L. HUERBIN, NOTARY PUBLIC

o ) PITTSBURGH, ALLEGHENY COUNTY
My Commission EXplres: My COMMISSION EXPIRES MAR. 24, 1980

Member, PennsylvaniaAssociationofNotamg

COMMONWEALTH OF PENNSYLVANIA )
) S§S:
COUNTY OF PHILADELPHIA )

On this H‘% day ChA/NA_, r 1979, before me

personally appeared KW fgﬁn/Q/ﬂ)

to me personally known, who, being by me duly sworn, says that he
1sAu}j%Lwnmu G pn i lodlckinsof Consolidated Rail Corporatlon, that
one of the seals affixed to the foregoing instrument is the cor-
porate seal of said corporation and that said instrument was
signed and sealed on behalf of said corporation by authority of
its Board of Directors, and he acknowledged that the execution

of the foregoing instrument was the free act and deed of said

corporation. )
2&&u>hj éi./ﬁ/uéuov

B Notary Public/

¢ (NOTARIAL SEAL)

" “My Commission Expires:

EILEEN C. BAKER
Notary Public Philadelphia, Phitadelphia Co.
My Commission Expires October 11, 1982

-



